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PART |

ITEM 1. BUSINESS

Del Global Technologies Corp., a New York corpamtiwas incorporated in 1954. Unless otherwiseifipalty indicated, "Del Global", the
"Company," "we," "our," "ours," and "us" refersBel Global Technologies Corp. and its consolidatglisidiaries. We are a leader in
developing, manufacturing and marketing medicalgimg equipment and power conversion subsystemsamgonents worldwide. Our
products include stationary and portable medicadjostic imaging equipment and electronic systamscamponents such as electronic
filters, transformers and capacitors.

The Company is headquartered in Valhalla, NY. Tlading address of our headquarters is One Comnfeade, Valhalla, NY 10595 and our
telephone number is 914-686-3650. Our Website isna@lglobaltech.com. Through the Investor Relatisastion of our Website, we make
our filings with the Securities and Exchange Consinis ("SEC") available as soon as practicable #ftey are electronically filed with the
SEC. These include our Annual Report on Form 1@#arterly Reports on Form 10-Q and Current RepgortBorm 8-K.

The sale of Del High Voltage Division ("DHV"), whicwvas part of our Power Conversion Group, was aonsated on October 1, 2004 as
described in Note 2 of the Notes to Consolidatedftial Statements in Part 1l, Item 8 of this AnlriRaport. Accordingly, this business is
presented as a discontinued operation through@Etdrm 10-K for the fiscal year ended July 30,200

OPERATING SEGMENTS - CONTINUING OPERATIONS

The operating businesses that we report as segramist of the Medical Systems Group and the P@werversion Group. For fiscal 2005,
the Medical Systems Group segment accounted fanappately 83% of our revenues and the Power CaiwerGroup segment accounted
for approximately 17% of our revenues. Our consaéid financial statements include a non-operagggnent which covers unallocated
corporate costs. None of our customers, in eitieMedical Systems Group or the Power Conversiauraccounted for more than 10% of
consolidated revenues nor is either segment depengen a single customer or a few customers,ase df any one or more of which would
have a material adverse effect on such segmenfuRber information concerning our operating segtagsee Note 9 of the Notes to
Consolidated Financial Statements in Part Il, 1&of this Annual Report. Our operating segmentskarginesses are summarized in the
following table:

DIVISION BRANDS SUBSIDIARIES FACI LITIES

MEDICAL SYSTEMS GROUP:

Medical Imaging................... Del Medical, V illa, Del Medical Imaging Corp  Frankli n Park, IL
UNIVERSAL, Dyn aRad ("Del Medical")
Villa Sistemi Medicali Milan, Italy
S.p.A. ("Villa")

(80% owned)
POWER CONVERSION GROUP:

Electronic Systems & Components... RFI, Filtron, Sprague, RFI Corporation ("RFI")  Bayshor e, NY
Stanley

MEDICAL SYSTEMS GROUP



Our Medical Systems Group designs, manufacturesketsaand sells medical imaging and diagnosticesgstconsisting of stationary and
portable imaging systems, radiographic/ fluoroscagystems, dental imaging systems and mammograstemss. Approximately 64% of tr
segment's revenues are attributed to Villa.

Medical imaging systems of the types we manufaaigeex-ray technology to produce images of matteehth an opaque surface. An
imaging system principally consists of a high vgégpower supply, an x-ray tube, a patient positigrsystem, and an image recording
system, which is either film or a digital detectdrrays are generated as a result of high voltagegoapplied to the x-ray tube.

The performance of the x-ray system, including ineggsolution, is directly linked to the precisicerformance 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@rfiimage recording system. However, if the objecomprised of areas of varying
densities or chemical compositions, x-rays willdsorbed in proportion to the density or chemioahgosition of the matter. As a result, the
film will be exposed to a varying degree, therebydoicing 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 toymedn image of a skeleton.r&y system
are differentiated by a number of key charact@sssuch as image resolution, accuracy, portabdig and cost. The design of an x-ray
system requires complex engineering, which detezmthe performance factors required of the varsygtem components.

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

MEDICAL SYSTEMS GROUP MARKETS SERVED

Hospitals Veterinary Clinics

Teaching Institutions Chiropractic Clinics

Medical Clinics Dental Offices

Private Practitioners Military

National Buying Groups Home Health Care Providers

Orthopedic Facilities

Our medical imaging systems are sold under the \idh, UNIVERSAL, and DynaRad brand names. Thegsi 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 SYSTEM - For more than 100 ygaconventional projection radiography has uskal td capture x-ray
images. Conventional technology requires that xfitaybe exposed and then chemically processeddate a visible image for diagnosis.

General Radiography represents approximately 4088% of the Medical Systems Group's revenues dépgioth the product mix within
each period. We produce a broad line of conventi@thographic products used in outpatient faeititias well as more sophisticated and
expensive x-ray systems typically used in hospd#als$ clinics. For example, our higher-end DRV syste designed to meet the broad
requirements of a hospital or teaching universigtiographic room, while our mid-range Del Mediaad Villa Medical systems are suited
more to the needs of smaller hospitals, outpatimics and private practitioners.

We also have a broad range of products servingaakpiactitioners, veterinarians and chiropractbresugh our UNIVERSAL brand product
line. These units are designed for durability, space efficient, rugged and are priced more ecacadiyi Our UNIVERSAL medical produc
include a variety of configurations that can bestarcted to best suit the needs of the desired woviconment. Our UNIVERSAL VetTek
veterinary line of products are designed with mahthe same attributes as the medical line. Our\UBRSAL chiropractic line,

2



consisting of our ChiroEZ and Raymaster produatlgine precision alignment and positioning with asegile chiro imaging system.

During fiscal 2005, we continued to expand our picigbortfolio with a digital radiographic offeringganded under the DRV product line.
This system enables radiologists to obtain bet@iéept images within a fraction of the time andhatdwer overall costs than traditional film-
based systems. In addition, we entered into areaggat with Hologic, Inc., a medical imaging systememufacturer (Nasdag: HOLX), to
manufacture and market medical Epex digital x-fgstesms during fiscal 2004.

We also produce a full product line of high freqeemedical x-ray generators which economically pevsuperior quality x-ray generation,
resulting in lower patient dosage, extended tuleealnd less blurring due to patient motion when pared to single phase generators. We are
investigating arrangements with generator supptiefarther upgrade our medical x-ray generatoerirfigs.

RADIOGRAPHIC/FLUOROSCOPIC SYSTEMS - We produce aevwange of radiographic/ fluoroscopic, or R/Fteys able to perform
complex x-ray analyses with contrast liquids fagugential images. Our Vision, Viromatic, Mercury aagmphony systems include tilting
tables for the patient being x-rayed. These tatd@sbe used easily with digital imaging system§. &istems are often used for diagnostic
gastrointestinal procedures to image the progreagadiopaque solution (typically barium) as &vels through the digestive tract. R/F
systems (Apollo, Mercury and Symphony) are alscelyidised in connection with our digital acquisiteystem DIVA, to perform real time
angiographic examinations.

PORTABLE MEDICAL X-RAY SYSTEMS - We sell portableray equipment under our DynaRad brand HF-110ARHANTOM
systems, for the military and home health care idesvmarkets. Both of these portable systems athiigh frequency, microprocessor-
controlled technology to produce consistent quaditays with the added advantages of being smadiligrter in weight and more cost-
effective than stationary x-ray systems.

DENTAL SYSTEMS - We produce a broad range of DC A@powered intra-oral (commonly known as bite Wirgray systems. In
addition, our Rotograph Plus and Strato-2000 sysi@m utilized to perform panoramic images for deapplications. The most recent
addition to the dental product line is a Direct iigversion of Strato 2000, which captures panacamages directly in digital format and ¢
be connected to a PC for image reviewing and postaeation processing.

MAMMOGRAPHY SYSTEMS - We currently resell the Melpdystem principally outside of the US. The Melaohyt is manufactured by a
European-based manufacturer and, although we halaseve use of the "Melody" name, our supplier kes#s a similar product in several
competing markets. In addition, we also resell alsmumber of other European manufactured mammagrapstems in the US on a non-
exclusive basis.

MARKETING AND DISTRIBUTION: Our medical imaging sysms are sold in the US and foreign countries cgally by a network of
over 200 distributors worldwide. Medical imagings®ms distributors are supported by our regionalagaers, product line managers and
technical support groups, who train distributoesgdersonnel and participate in customer callshifieal support in the selection, use and
maintenance of our products is provided to distdtsiand professionals by customer service reptasess. We also maintain telephone
hotlines to provide technical assistance to diatdls and professionals during regular businessshéwlditional product and distributor
support is provided through participation in metlaguipment exhibitions and trade advertising. Wadally exhibit our products at annual
conferences, including the Radiological SocietiNofth American Conference in Chicago, the MEDICAdWal Conference in Dusseldorf,
Germany, the European College of Radiology Confageén Vienna, Austria, and the International Desabw (IDS) in Cologne, Germany.
Sales of the Company's products are typically anaxcount with 30 day terms, with longer term&gifor customers of our Villa operation
as is customary in international business. Saleett@in international customers are secured lbgrieof credit to mitigate any potential credit
risks.

RAW MATERIALS AND PRINCIPAL SUPPLIERS: The Medic8ystems Group in most cases uses two or more atitegrsources of
supply for each of its raw materials, which conpidtnarily of mechanical subassembilies,
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electronic components, x-ray tubes and x-ray geaeyaln certain instances, however, the Medicat&ys Group will use a single source of
supply when directed by a customer or by needrderato ensure the consistent quality of the Mddigatem Group's products, the Comp
follows strict supplier evaluation and qualificatiprocedures, and where possible, enters integitapartnerships with its suppliers to assure
a continuing supply of high quality critical comonts.

With respect to those items which are purchased Bimgle sources, we believe that comparable itgmdd be available in the event that
there was a termination of our existing businekdimnships with any such supplier. Actual expecrould differ materially from this belief
as a result of a number of factors, including timetrequired to locate an alternate source fontheerial.

The majority of the Medical System Group's raw Iriate are purchased on open account from vendasupat to various individual or
blanket purchase orders. Procurement lead timesuafethat the Company is not required to holdifgmt amounts of inventory in order to
meet customer demand. The Company believes itespof supply for the Medical Systems Group arejage to meet its needs.

COMPETITION: Based on industry data, we believe Medical Systems Group is the largest supplier,suesd by market share, 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, gem@achasing organizations and major independesttidutors. The three major
competitors in this market segment are GE Medigate®ns, a division of General Electric Companynf&ies Medical Solutions, a division
Siemens AG and Philips Medical Systems, a divisibiKoninklijke Philips Electronics N.V. and theyrmopete with us on customer support,
features and breadth of product offerings. Thesglacompetitors primarily sell directly to largedpitals and teaching institutions and sell a
broader range of products designed to oultfit a ital&pentire imaging requirements.

Our lower-tier conventional radiographic produatsgipally compete with several small companiesgolgsrimarily in the US and Europe.
Most of these companies sell through independestitilolitors and compete with us primarily on prigeality and performance. We believe
that we can be differentiated from our competitmxsed on our combination of price, quality and grenfince, together with the strength and
breadth of our independent distribution networld #re variety of our product portfolio.

The markets for our products are highly competitine subject to technological change and evolvidgstry requirements and standards.
believe that these trends will continue into theef@eable future. Some of our current and potectii@ipetitors 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 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 improvesnresurrent or new competing
products will not make them technically equivalensuperior to our products in addition to provglitost 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 tHafital radiography will become the dominant teclogy used in hospitals and
imaging clinics throughout the world over the n&@tto 15 years. Currently, there are a number pfpEiing technologies available in
connection with the digitization of x-ray images.dddition, there are substantial hurdles whiclidriede 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 systélinbe accepted as the industry-leading protooolifnage digitization and communication.
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Consequently, our current research and developgpamtding is focused primarily on enhancing ourtedgsconventional 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 reseandndevelopment for our Medical Systems Group apgsoximately $1.6 million, $1.6
million and $1.6 million during fiscal years 200504 and 2003, respectively.

We currently have two digital radiographic solusamd are committed to expanding our selectiondludle a wider range of low-cost
offerings for customers. While many of our commetthave invested heavily into developing a digietiector, we have chosen to align with
technology leaders who have already made digitedstments and could benefit from our X-Ray platfalesign, our systems integration
capabilities and our worldwide dealer network. T$timtegy also accelerates our time-to-market nétlv digital solutions and avoids the
significant development costs being incurred by eampetitors.

TRADEMARKS AND PATENTS: The majority of the Medic&lystem Group's products are based on technolegystinot protected by
patent or other rights. Within the Medical Systeno@, certain of our products and brand names rateqted by trademarks, both in the US
and internationally. Because we do not have paights in our products, our technology may not furée or inhibit competitors from
producing products that have identical performaaeur products. Our future success is dependienaply on the technological expertise
and management abilities of our employees andttbagth of our relationship with our worldwide deahetwork.

GOVERNMENT REGULATION: Our medical imaging system® medical devices and, therefore, are subjaeigialation by the US Food
and Drug Administration (the "FDA") and to regutatiby foreign governmental authorities. We alsosatgect to state and local regulation.
Regulatory requirements include registration asaaufacturer, compliance with established manufamusractices, procedures and quality
standards, strict requirements dealing with thetga&ffectiveness and other properties of the yctsj 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 réspumong other things, the imposition of
fines, criminal prosecution, recall and seizur@mfducts, injunctions restricting or precluding gwotion or distribution, the denial of new
product approvals and the withdrawal of existingdurct approvals.

FDA'S PRE-MARKET CLEARANCE AND APPROVAL REQUIREMENT S

In the US, medical devices are classified intodtdiferent categories over which the FDA applegéasing levels of regulation: Class I,
Class Il, and Class lll. The FDA has classifiedo@lbur products as Class Il devices. Before a 6¢ass Il device can be introduced into the
US market, the manufacturer must obtain FDA clezgar approval through either premarket notifiaatimder Section 510(k) of the Federal
Food, Drug, and Cosmetic Act, or a premarket apgdromder Section 515 of that Act, unless the produotherwise exempt from the
requirements.

A Section 510(k) premarket notification must contaiformation supporting the claim of substantigliealence, which may include
laboratory results or the results of clinical sagdiFollowing submission of a 510(k) applicatiomanufacturer may not market the device
until the FDA finds the product is substantialljuelent for a specific or general intended useAFkarance 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, any ngatibn made to the device requires the manufactardetermine whether the modification
could significantly affect its safety or effectivess. If it does not, the manufacturer's decisiostrba documented. If the modification could
significantly affect the device's safety and effemess, then the modification requires at leasva 510(k) clearance or, in some instances,
could require a premarket approval. The FDA regu@&ch manufacturer to make this determinationtiauEDA can review any
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manufacturer's decision. If the FDA disagrees w&ithanufacturer's decision, the agency may retngdgtrequire the manufacturer to seek
510(k) clearance or premarket approval. The FDA aé require the manufacturer to cease marketmgnodified device or recall the
modified device (or both) until 510(k) clearancepoemarket approval is obtained. We have made nmuatifications to our products and,
using the guidelines established by the FDA, haterchined that these modifications do not requsréofile new 510(k) submissions. If the
FDA disagrees with our determinations, we may moable to sell one or more of our products unglBDA has cleared new 510(k)
submissions for these modifications.

All of our products marketed in the US have metappropriate FDA requirements for marketing, eithecause they were exempt from
submission or through 510(k) clearance. We contislyoevaluate our products for any required newrsasion for changes or modificatior

PERVASIVE AND CONTINUING FDA REGULATION

Numerous FDA regulatory requirements apply to codpcts as well as to components manufactured e s our suppliers. The:
requirements include:

- the FDA's quality system regulation which regsineanufacturers to create, implement and follow enams design, testing, control,
documentation and other quality procedures; and

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

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

We and some of our suppliers are subject to inggreand market surveillance by the FDA to deterntampliance 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 nesdpcts; the withdrawal of 510(k) clearance or pmekat approval already granted; and
criminal prosecution.

The FDA also has the authority to require repaipJacement or refund of the cost of any medicalademanufactured 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 industry, weesbject to extensive and frequently changinglagigm under many other laws administered
by governmental entities at the federal, statelaca levels, some of which are, and others of Whitay be, applicable to our business. For
example, our Del Medical Imaging facility is alscensed as a medical product manufacturing sitth®@ptate of lllinois and is subject to
periodic state regulatory inspections. Our headite service provider customers are also subjextime variety of laws and regulations that
could affect the nature and scope of their relatigps with us.

FOREIGN GOVERNMENT REGULATION

Our products are also regulated outside the USeamhcal devices by foreign governmental agenciesi/ai to the FDA, and are subject to
regulatory requirements, similar to the FDA's,lie tountries in which we plan to sell
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our products. We work with our foreign distributéesobtain the foreign regulatory approvals neagstamarket our products outside of the
US. In certain foreign markets, it may be necessagdvantageous to obtain ISO 9001 certificatigmich is analogous to compliance with
the FDA's Good Manufacturing Practices requiremeMs have obtained ISO 9001 certification for dlbar medical systems manufacturing
facilities. The time and cost required to obtairrkedauthorization from other countries and theunemments for licensing a product in ano
country may differ significantly from FDA requiremis.

No assurance can be given that the FDA or foresgulatory agencies will give the requisite apprswalclearances for any of our medi
imaging systems and other products under developarea timely basis, if at all. Moreover, afteraance 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 - CONTINUING OPERATIONS

Our Power Conversion Group designs, manufacturaskets and sells high voltage precision componamtissub-assemblies and electronic
noise suppression components for a variety of egidins. These products are utilized by originalipepent manufacturers ("OEMs") who
build systems that are used in a broad range dfetsarOur products are sold under the followingustdy brands: RFI, Filtron, Sprague and
Stanley. This segment is comprised of Electronist&ys and Components.

This segment designs and manufactures key electcomiponents such as transformers, noise suppndiiéos and high voltage capacitors
for use in precision regulated high voltage appiices. Noise suppression filters and componentsised to help isolate and reduce the
electromagnetic interference (commonly referredgdnoise™) among the different components in &esysharing the same power source.
Examples of systems that use our noise supprepsiglucts include aviation electronics, mobile aaatlbased telecommunication systems
and missile guidance systems.

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

POWER CONVERSION GROUP MARKETS SERVED
ELECTRONICS SYSTEMS & COMPONENTS DIVISION
MILITARY
Guidance & Weapons Systems
Communications
COMMERCIAL
Power Systems

Telecommunications
Satellite
Meteorological

INDUSTRIAL
Induction Heating

Automotive
Capital Equipment

MEDICAL
Radiation Oncology

Magnetic Resonance
Imaging ("MRI")

PRODUCTS



MILITARY APPLICATIONS - Through our relationshipsith many of the federal government's top defengplsers, such as Raytheon,

Boeing, Lockheed Martin and Northrop Grumman, wepby electronic components for various classifiad anclassified programs includi
radar systems, guidance systems, weapons systent®@munication electronics.

INDUSTRIAL APPLICATIONS - Our high voltage power sgponents and EMI filters are used in many leadidgeehigh technology
scientific and industrial applications by OEMs, warisities and private research laboratories. Some
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industrial applications using high voltage subsysténclude DNA sequencing, molecular analysis,tpdreircuit board inspection, structural
inspection, food and mail sterilization and semdhetor capital equipment.

MARKETING, SALES AND DISTRIBUTION: We market our Reer Conversion Group products through in-housesgagesonnel,
independent sales representatives in the US, amhational agents in Europe, Asia, the Middle F@anhada and Australia. 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 prtgltacoptimal 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 fadaals and participation in industry shows. Saléthe Company's products are typically
on open account with 30 day terms. New accountsstablished with cash on delivery or cash in adedarms.

RAW MATERIALS AND PRINCIPAL SUPPLIERS: The Power @eersion Group in most cases uses two or morenalige sources of
supply for each of its raw materials, which conpigtnarily of electronic components and subassessblinetal enclosures for its products and
certain other materials. In certain instances, haneghe Power Conversion Group will use a singleree of supply when directed by a
customer or by need. In order to ensure the camisjuality of the Power Conversion Group's prosiuttte Company performs certain
supplier evaluation and qualification procedures] where possible, enters into strategic partngsshith its suppliers to assure a continuing
supply of high quality critical components.

With respect to those items which are purchased Bimgle sources, we believe that comparable itgmdd be available in the event that
there was a termination of our existing businekgtiomships 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.

The majority of the Power Conversion Group's ravtemals are purchased on open account from verglosuiant to various individual or
blanket purchase orders. Procurement lead timesuatethat the Company is not required to holdi@mt amounts of inventory in order to
meet customer demand. The Company believes iteas®woif supply for the Power Conversion Group aegjadte to meet its needs

COMPETITION: Our Power Conversion Group competethweveral small, privately owned suppliers of gtadc systems and componer
From our perspective, competition is primarily thea each company's design, service and techragalbilities, and secondarily on price.
Excluding the OEMs that manufacture their own congrs, based on market intelligence we have gathere believe that we are among
the top two or three in market share in supplyhlse products.

The markets for our products are subject to limieszhnological changes and gradually evolving ilgugquirements and standards. We
believe that these trends will continue into thee§@eable future. Some of our current and potecti@petitors may 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 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 markbker& can be no assurance that continuing improvesniregurrent or new products will

not make them technically equivalent or superiosuo products in addition to providing cost or athdvantages. There can be no assurance
that our current products, products under develoyprmeour ability to introduce new products willadrie us to compete effectively.

PRODUCT DEVELOPMENT: We have a well developed eegiing and technical staff in our Power Converg&oaup. Our technical and
scientific employees are generally employed inethgineering departments at our RFI business umitsalit their time, depending on
business mix and their own technical backgrountiyéen supporting existing production and developgraed research efforts for new
product variations or new customer



specifications. Our products include transformeogse suppression filters and high voltage capecitar use in precision regulated high
voltage applications. Noise suppression filters emmiponents are used to help isolate and reducddebomagnetic interference (commonly
referred to as "noise") among the different compdme a system sharing the same power source. [lrarof systems that use our noise
suppression products include aviation electromushile and land-based telecommunication systemsrassile guidance systems. No
significant engineering related time was chargesearch and development spending for the continoperations of the Power Conversion
Group in fiscal years 2005, 2004 or 2003. These ttfocations were minimal because our technicdlsmientific employees were focusec
reshaping our production and quality practicesuatBayshore plant.

TRADEMARKS AND PATENTS: The majority of the Powen@version Group's products are based on technabadys not protected by
patent or other rights. Within the Power ConversBioup, certain of our products and brand namegratected by trademarks, both in the
US and internationally. Our future success is ddpanhprimarily on the technological expertise arahagement abilities of our employees.

GOVERNMENT REGULATION: We are subject to various |g8vernment guidelines and regulations relatintpéoqualification of our 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 electior. Mdve experienced no material termination of aweghment contract and are not awar
any pending terminations of government contracts.

DISCONTINUED OPERATION:

As of July 31, 2004, the DHV division has been siffesd as a discontinued operation. This divisicanofactured and sold high voltage po
systems, primarily for security, medical, sciewtifinilitary and industrial OEM applications.

The results of this operation are segregated oa¢hempanying financial statements as income arflosn discontinued operation. See Note
2 of the Notes to Consolidated Financial Statemimigtsded in Part I, Item 8, of this Annual Report

DHYV recorded fiscal 2005 net income of $0.2 millibmough the October 1, 2004 date the sale ofdivision was consummated. The
division recorded losses of $5.1 million includimgpairment losses of $4.9 million for the fiscalay ended July 31, 2004 and recorded
income of $0.1 million for the fiscal year endedghst 2, 2003.

SEASONALITY

Revenue in both operating segments is typicallyeloguring the first quarter of each fiscal year thuthe 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 inverstorie

BACKLOG

Consolidated backlog at July 30, 2005 was $14.6anilersus backlog at July 31, 2004 of approxinya$25.9 million. The backlog in the
Power Conversion Group of $6.1 million decrease® $dillion from levels at beginning of the fiscaar while there was a $9.6 million
decrease in the backlog at our Medical Systems 8egyrBacklog in the Medical Systems Segment of §i#lon reflects declines due to
shipments of approximately $8.8 million under aétender order at our international location a6 agea decrease in incoming order rates
during the period. Substantially all of the backébguld result in shipments within the next 12 rhent

EMPLOYEES



As of July 30, 2005 we had 341 employees in coimoperations. We believe that our employee mtatiare good. None of our
approximately 210 US based employees are represbpta labor union. Employment by functional areafJuly 30, 2005, excluding
approximately 80 employees at Del High Voltage slo, is as follows:

EXECULIVE....ciiiiiiiiieiceee s 2
AMINISratioN......coooviiieiiicciie e 26
Manufacturing......cccccvveeeeiiiiiiiiiceees e 238
ENQINEering.....cccovviiiiiiiiiciiieeeeeeeeee s 46
Sales and Marketing........ccooceevvveenneceees e 29
TOtAl o e 341

GEOGRAPHIC AREAS

For further information about Geographic areasGbenpany operates in as well as other Segment delidelosures refer to Note 9 of the
Notes to Consolidated Financial Statements in IRdtem 8 of this Annual Repor

RISK FACTORS

Prospective investors should carefully considerfdtiewing risk factors, together with the othefarmation contained in this Annual Report,
in evaluating the Company and its business beforehlfasing our securities. In particular, prospectiwestors should note that this Annual
Report contains forward-looking statements withia meaning of Section 27A of the Securities Act@83, as amended and Section 21E of
the Securities Exchange Act of 1934 and that acasallts could differ materially from those contdated by such statements. The factors
listed below represent certain important factorgcWhve believe could cause such results to diffeese factors are not intended to represent
a complete list of the general or specific riskat tmay affect us. It should be recognized thatratisks may be significant, presently or in the
future, and the risks set forth below may affectaua greater extent than indicated.

OUR COMMON STOCK HAS BEEN DELISTED FROM THE NASDAQ NATIONAL MARKET AND WE CANNOT PREDICT
WHEN OR IF EVER IT WILL BE LISTED ON ANY NATIONAL S ECURITIES EXCHANGE.

Due to our past failure to comply with the Unitedt8s Securities Laws, our common stock was suggkindm trading on the Nasdag
National Market in December 2000. Current pricinfipimation on our common stock has been availabthe "pink sheets" published
National Quotation Bureau, LLC. The "pink sheetsan ove-the-counter market which generally provides sigaiitly less liquidity than
established stock exchanges or the Nasdaq Nafibaxdet, and quotes for stocks included in the "@hkets" are not listed in the financial
sections of newspapers. Therefore, prices for gemutraded solely in the "pink sheets" may bédlift to obtain, and shareholders may find
it difficult to resell their shares. In order to kelisted, we will need to meet certain listingueéements. There can be no assurance that we
will be able to meet such listing requirements.

FAILURE BY US TO ADHERE TO OUR ADMINISTRATIVE AGREMENT WITH THE DEFENSE LOGISTICS AGENCY COULD
RESULT IN OUR DEBARMENT FROM DOING BUSINESS WITH THU.S. GOVERNMENT.

On April 5, 2005, the Company announced that it teethed an administrative agreement with the Defense Logistics Agency (DLA), a
component of the US Department of Defense (DOD)clwprovides that RFI will not be debarred fromripbusiness with the U.S.
Government entities as long as RFI maintains itsgi@nce program and adheres to the terms of theréstrative agreement. If RFI fails to
maintain its compliance program or RFI or the Comypfails to adhere to the terms of the administeatigreement, the DLA could debar the
Company from doing business with U.S. Governmetities.

OUR BUSINESS IS BASED ON TECHNOLOGY THAT IS NOT PROTECTED BY PATENT OR OTHER RIGHTS.
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The technology and designs underlying our prodactsunprotected by patent rights. Our future sucisedependent primarily on unpatented
trade secrets and on the innovative skills, teadgioll expertise and management abilities of oyslepees. Because we do not have patent
rights in our products, our technology may not rée or inhibit competitors from producing produtttat have identical performance as our
products. In addition, we cannot guarantee thatpmaiected trade secret could ultimately be proxadid if challenged. Any such challenge,
with or without merit, could be time consuming &fehd, result in costly litigation, divert manager® attention and resources and, if
successful, require us to pay monetary damages.

WE MAY NOT BE ABLE TO COMPETE SUCCESSFULLY.

A number of companies have developed, or are eggaotdevelop, products that compete or will compeéth our products. Many of these
competitors offer a range of products in areasrdtien those in which we compete, which may maloh sompetitors more attractive to
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 produwotgler 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 iridus

OUR DELAY OR INABILITY TO OBTAIN ANY NECESSARY US O R FOREIGN REGULATORY CLEARANCES OR
APPROVALS FOR OUR PRODUCTS COULD HARM OUR BUSINESSAND PROSPECTS.

Our medical imaging products, with the exceptior@ftain veterinary lines, are the subject of dhéayel of regulatory oversight. Any delay
in our obtaining or our inability to obtain any essary US or foreign regulatory approvals for nesdpcts could harm our business and
prospects. There is a limited risk that any appiowgaclearances, once obtained, may be withdrawnaalified which could create delays in
shipping our product, pending re-approval. Meddmlices cannot be marketed in the US without cteara@r approval by the FDA. Our
Medical Systems Group businesses must be operatadripliance with FDA Good Manufacturing Practiaghjch regulate the design,
manufacture, packing, storage and installation edical devices. Our manufacturing facilities andibeass 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 not have a significant impact ammanufacturing operations; however there is atéichrisk that delays caused by a potential
response to extensive corrective actions could ainpar operations. Virtually all of our products mufactured or sold overseas are also
subject to approval and regulation by foreign ratpriy and safety agencies. If we do not obtainefegsprovals, we could be precluded from
selling our products or required to make modificasi to our products which could delay bringing products to market. Because our US
products lines are mature, new product changem ayeneral relatively minor, and accordingly regoig approval is more streamlined.

WE MUST RAPIDLY DEVELOP NEW PRODUCTS IN ORDER TO CO MPETE EFFECTIVELY.

Technology in our industry, particularly in the ayrand medical imaging businesses, evolves rapadig, naking timely product innovations
is essential to our success in the marketplaceinfraduction by our competitors of products withgroved technologies or features may
render our existing products obsolete and unmabletéf we cannot develop products in a timely memin response to industry changes, or
if our products do not perform well, our businesd &inancial condition will be adversely affectédso, our new products may contain
defects or errors which give rise to product ligpitlaims against us or cause the products tadajain market acceptance.

It is generally accepted that digital radiographly Become the dominant technology used in hospigald 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 #nifihology, many institutions have not yet adopigital technology. In addition, there is
uncertainty as to which
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technology system will be accepted as the industaging protocol for image digitization and commnuation. Lack of an adequate digital
capability could impact our business and resu#t lass of market share.

WE MUST CONDUCT OUR BUSINESS OPERATIONS WITHOUT INF RINGING ON THE PROPRIETARY RIGHTS OF THIRD
PARTIES.

Although we believe our products do not infringetba intellectual property rights of others, theam 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 manageis attention from other business concerns anergely affect our business, financial
condition and results of operations.

POTENTIAL PAYMENTS REQUIRED UNDER A CHANGE OF CONTR OL AGREEMENTS WITH A FORMER CEO COULD
UNDULY BURDEN OUR COMPANY.

The Company's employment agreement with Samueaik, B former CEO of the Company, provides for pagta upon certain changes of
control. The Company's Board of Directors electetth@ Company's Annual Meeting of Shareholders baltflay 29, 2003, had previously
reviewed the "change of control" provisions regagddayments totaling up to approximately $1,800,00@0er the employment agreement
between the Company and Mr. Park. As a resultisfrdview and based upon, among other things,dhiEea of special counsel, the
Company's Board of Directors determined that négakibn to pay these amounts has been triggeréat. terhis departure from the Company
on October 10, 2003, Mr. Park orally informed thepany that, after reviewing the matter with hisitgel, hebelieved that the obligation
pay these amounts has been triggered. On Octob@003, the Company received a letter from Mr. Bac&unsel demanding payment of
certain sums and other consideration pursuanet@€timpany's employment agreement with Mr. Parliudicg these change of control
payments. On November 17, 2003, the Company fileghaplaint against Mr. Park seeking a declaratedginent that no change in control
payment was or is due to Mr. Park, and that an dment to the employment contract with Mr. Park rdgey advancement and
reimbursement of legal fees is invalid and unerdabte. Mr. Park answered the complaint and assedigaterclaims seeking payment from
the Company based on his position that a "changertrol" occurred in June 2003. Mr. Park is alseking other consideration he believe
is owed under his employment agreement. The Comfilaadya reply to Mr. Park's counterclaims denyihgt he is entitled to any of these
payments. Discovery in this matter was conducteblcampleted. Following discovery, the Company arrd Réark filed motions for summary
judgment on the issues related to change in coatrdithe amendment to the employment agreementhwmotions have been ful

submitted to the Court for consideration. To datedecision ha been issued by the Court on thesemsolf Mr. Park prevails on his claims
and the payments he seeks are required to berpaitbmp sum, these payments may have a mateviatsaleffect on the Company's
liquidity.

THERE IS A RISK THAT OUR INSURANCE WILL NOT BE SUREIENT TO PROTECT US FROM PRODUCT LIABILITY CLAIMS,
OR THAT IN THE FUTURE PRODUCT LIABILITY INSURANCE VILL NOT BE AVAILABLE TO US AT A REASONABLE COST, IF
AT ALL.

Our business involves the risk of product liabiitgims inherent to the medical device businessnvdimtain product liability insurance
subject to certain deductibles and exclusions. 8eea risk that our insurance will not be suffitieo protect us from product liability claims,
or that product liability insurance will not be deahle to us at a reasonable cost, if at all. Amsuared or underinsured claim could materially
harm our operating results or financial condition.

WE FACE RISKS ASSOCIATED WITH HANDLING HAZARDOUS MA TERIALS AND PRODUCTS.

Our research and development activity involvesctirgrolled use of hazardous materials, such as #nd carcinogenic chemicals. Although
we believe that our safety procedures for handling disposing of such materials comply with thedsads prescribed by federal, state and
local regulations, we cannot completely elimindite tisk of accidental contamination or injury fréinese materials. In the event of an
accident, we could be held liable for any resultilagnages, and such liability could be extensive.aféealso subject to substantial regulation
relating to occupational health and safety, envirental protection, hazardous substance control, and
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waste management and disposal. The failure to gowmiph such regulations could subject us to, amotigr things, fines and criminal
liability.

OUR BUSINESS COULD BE HARMED IF OUR PRODUCTS CONTAIN UNDETECTED ERRORS OR DEFECTS OR DO NOT
MEET CUSTOMER SPECIFICATIONS.

We are continuously developing new products anddwipg our existing products. Newly introduced @guaded 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 &esting by our customers, any of our products éosaterrors 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 IMPACT THE MARKET PRICES FOR OUR SHARES.

Our revenue is typically lower during the first giea of each fiscal year due to the shut-down @rapons in our Milan, Italy and Bayshore,
New York facilities for part of August. This seasdity causes our operating results to vary fromrgardo quarter and these fluctuations cc
adversely affect the market price of our commouglsto

A SIGNIFICANT NUMBER OF OUR SHARES WILL BE AVAILABL E FOR FUTURE SALE AND COULD DEPRESS THE
MARKET PRICE OF OUR STOCK.

As of October 28, 2005, an aggregate of 10,630sb@8es of our common stock were outstanding. litiaddas of October 28, 2005, there
were outstanding warrants to purchase 991,994 slofieur common stock and options to purchase 148@2shares of our common stock,
1,508,742 of which were fully vested. Sales of éaagnounts of our common stock in the market codigtesely affect the market price of the
common stock and could impair our future abilityaise capital through offerings of our equity s#@s. A large volume of sales by holders
exercising the warrants or options could have aiignt adverse impact on the market price of@ammon stock.

WE HAVE A LIMITED TRADING MARKET AND OUR STOCK PRIC E MAY BE VOLATILE.

There is a limited public trading market for ounmoon stock in the "pink sheets." We cannot assatetlyat a regular trading market for our
common stock will ever develop or that, if develdpe will be sustained.

The experiences of other small companies indi¢stethe market price for our common stock couldhighly volatile. Many factors could
cause the market price of our common stock to dilatet substantially, including:

- future announcements concerning us, our compegtiioother companies with whom we have busindataraships;
- changes in government regulations applicableitdbasiness;

- overall volatility of the stock market and gerdezeonomic conditions;

- changes in our earnings estimates or recommemdally analysts; and

- changes in our operating results from quarteyutarter.

Accordingly, substantial fluctuations in the prafeour common stock could limit the ability of ocurrent shareholders to sell their shares
favorable price.
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ITEM 2. PROPERTIES

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

APPROX.
FLOOR ow NED/LEASED
AREA IN ( EXPIRATION
SEGMENT LO CATION SQ. FT. PRINCIPAL USES DAT E IF LEASED)
MEDICAL SYSTEMS GROUP:
Del Medical Imaging Corp. ................ Frankl in Park, IL 68,000 Design and Lea sed (2007)
manufacturing
Villa. oo Milan, Italy 67,000 Design and Lea sed (2011)(1)

manufacturing

POWER CONVERSION GROUP:

COrporate........coeuveeeeriiveeeeennns Valhal la, NY 4,188 Corporate  Lea sed (2006)(2)
headquarters
RFL oo Baysho re, NY 55,000 Designand Own ed

manufacturing

(1) Villa has the option to purchase this propeaittyhe conclusion of this lease.

(2) The Company originally occupied 43,750 squaed in this building. The buyer of the DHV businsigmed a lease for 34,562 square feet
of this space on October 1, 2004. The Company iasdigpproximately 5,000 square feet of the remgifii88 square feet Corporate
headquarters space to a third party, leaving 4stjB@re feet for our Corporate headquarter space.

We believe that our current facilities are suffitior our present requirements. The Company's dtmeredit facilities are secured, in part,
by a mortgage on RFI's property.

ITEM 3. LEGAL PROCEEDINGS

DOD INVESTIGATION - On March 8, 2002, RFI, a subisiy of the Company and the remaining part of tbes€& Conversion Group
segment, was served with a subpoena by the USn&gdor the Eastern District of New York in conrientwith an investigation by the
DOD. RFI supplies electro-magnetic interferencefd for communications and defense applicatiomzeSMarch 2002, the DOD has been
investigating certain past practices at RFI whiatedback more than six years and pertain to RFlisalky Specification testing, record
keeping and general operating procedures. Manageetamed special counsel to represent the Compartiiis matter. The Company has
cooperated fully with this investigation, includimgluntarily providing employees to be interviewsdthe Defense Criminal Investigative
Services division of the DOD.

In June 2003, the Company was advised that the tl&@ment was willing to enter into negotiationganreling a comprehensive settlement
of this investigation. Prior to the preliminary dissions with the US Government in June 2003, tirefiany had no basis to estimate the
financial impact of this investigation. Based oerlpninary settlement discussions with the US Gorent, discussions with the Company's
advisors, consideration of settlements reachedlimr parties in investigations of this nature, aadsideration of the Company's capital
resources, management then developed an estimtiie lofv end of the potential range of the finahitigpact. Accordingly, during the third
quarter of fiscal 2003, the Company recorded agehaf $2.3 million, which represented its estindtéhe low end of a range of potential
fines and legal and professional fees.

Following negotiations, the Company reached a dlsbtilement in February 2004 with the US Governntieat resolves the civil and
criminal matters relating to the DOD's investigati®he settlement included the Company pleadintiygua one criminal count and agreeing
to pay fines and restitution to the US Governméidi4o6 million if paid by June 30, 2004 and $5.0lion if paid by September 30, 2004.

In connection with this settlement, the Companygrsized an additional charge of approximately $8ilion in the second quarter of fiscal
2004. This charge represents the difference betthee$i2.3 million charge taken
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during the third quarter of fiscal 2003, and the@@®5.0 million in fines and restitution, plusiesited legal and professional fees related to
this settlement. The liability associated with #hekarges is included in Litigation settlement resg on the July 31, 2004 balance sheet.

On September 30, 2004, pursuant to the terms dfdtikement, the Company fulfilled its obligatiomder this agreement by paying to the US
Government the sum of $5 million representing fiard restitution. On October 7, 2004, RFI enteredrainal guilty plea to a single count
conspiracy charge pursuant to the settlement amisénal plea agreement. Sentencing occurred orcMab, 2005. At sentencing, the Court
imposed an additional fine of $0.3 million to bedoaithin 30 days. The Company paid this additidira on April 8, 2005.

The Company worked with the US Defense Logisticeray ("DLA"), a component of the DOD, to avoid &oyure limitations on the ability
of the Company to do business with US Governmetitiesn Such limitations could have included the @&ernment seeking a "debarment"
or exclusion of the Company from doing businesfiwi§ Government entities for a period of time.

On April 5, 2005, the Company announced that it teathed an administrative agreement with the DIbdctvprovides that RFI will not be
debarred from doing business with U.S. Governmeatities so long as RFI maintains its compliancegpaimm and adheres to the terms of the
administrative agreement. This agreement with tha 3 the final component of the Company's previg@nnounced settlement of an
investigation by the DOD into practices at RFI.

STRATEGIC ALTERNATIVES - On March 21, 2005, the Cpamy was notified by Palladio Corporate Finance/Sagnd Palladio
Finaziraria S.p.A (collectively, "Palladio"), themy with whom it signed a non-binding letter ofant for the sale of its Medical Systems
Group, that Palladio was terminating negotiationdar the letter of intent. The letter of intentyided for a $1.0 million payment payable in
the event that no later than March 4, 2005, thesbusas ready, willing and able to enter into amiéfie purchase agreement based on the
terms of the letter of intent and containing readx& and customary representations, warrantieastand conditions relating to the
transaction, and the Company elected not to entersuch purchase agreement. Palladio filed a ldagainst the Company and its Del
Medical Imaging Corp subsidiary on April 15, 20@5the United States District Court, Southern Déstoif New York. The lawsuit seeks
payment of the $1.0 million, plus interest, as vaslireasonable attorney's fees. The Company filékhawer to this lawsuit on June 8, 2005
contesting Palladio's claim to these damages, laar@after served discovery requests. At a couffiecence held on September 28, 2005, the
parties agreed to submit to non-binding mediatioari attempt to settle this dispute. A mediationfecence has been scheduled for
November 21, 2005. Although there can be no assardmat the Company will not have to pay the $1ildan, the Company believes that
such payment is payable under the terms of therleftintent. If the outcome of the ndamding mediation is not acceptable to either patriyg
Company intends to vigorously defend this lawsuit.

EMPLOYMENT MATTERS -The Company had an employment agreement with SaPaulk, the previous Chief Executive Officer ("CE(
for the period May 1, 2001 to April 30, 2004. Themoyment agreement provided for certain paymentke event of a change in the control
of the Company.

On October 10, 2003, the Company announced therappent of Walter F. Schneider as President and @E@place Mr. Park, effective as
of such date. As a result, the Company recorddthege of $0.2 million during the first quarter &fdal 2004 to accrue the balance remaining
under Mr. Park's employment agreement.

In addition, the Company's Board of Directors eddcit the Company's Annual Meeting of Shareholdeld on May 29, 2003 had previously
reviewed the "change of control" provisions regagddbayments totaling up to approximately $1.8 wmillunder the employment agreement
between the Company and Mr. Park. As a resultisfrdview and based upon, among other things,dhiEea of special counsel, the
Company's Board of Directors determined that nagakibn to pay these amounts has been triggeréat. rhis departure from the Company
on October 10, 2003, Mr. Park orally informed thentany that, after reviewing the matter with hisigel, he believed that the obligatior
pay these amounts has been triggered. On Octob@003, the Company received a letter from Mr. Bac&unsel demanding payment of
certain sums and other consideration pursuantto th
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Company's employment agreement with Mr. Park, oliclg these change of control payments. On NoverhbBe2003, the Company filed a
complaint in the United States District Court, Swuh District of New York against Mr. Park seekandeclaratory judgment that no chang
control payment was or is due to Mr. Park, and éméamendment to the employment contract with MrkPegarding advancement and
reimbursement of legal fees is invalid and unerdabte. Mr. Park answered the complaint and assedigaterclaims seeking payment from
the Company based on his position that a "changertrol” occurred in June 2003. Mr. Park is alseking other consideration he believe
is owed under his employment agreement. The Comfilaadya reply to Mr. Park's counterclaims denyihgt he is entitled to any of these
payments. Discovery in this matter was conducteblcampleted. Following discovery, the Company arrd Réark filed motions for summary
judgment on the issues related to the change itraland the amendment to the employment agreeméainth motions have been ful
submitted to the court for consideration. To datedecision has been issued by the court on thesems. If Mr. Park prevails on his claims
and the payments he seeks are required to berpaitbmp sum, these payments may have a mateviatsaleffect on the Company's
liquidity. It is not possible to predict the outceraf these claims. However, the Company's Boaiirgfctors does not believe that such a
claim is reasonably likely to result in a matedeatrease in the Company's liquidity in the forebkefuture.

During fiscal 2004, an Italian subsidiary of thengmany began employment termination proceedingsagan executive. Subsequently, the
executive instituted legal proceedings in the ladmrrt in Italy against the executive's former eogpl asserting certain monetary claims
based on change in control provisions in a letééed January 10, 2003 to the executive. The cesued a "pay or justify” order directing the
Company's subsidiary to pay damages of about €630, plus interest and costs. The subsidiarychakbenged this order in the Italian
labor court. Subsequently, the executive servedteofvsummons on the Company as a third partyrtlagainst the Company in the litigation
pending with the subsidiary in March 2005. The reedring date in the Italian labor court on thigaacis scheduled for October 28, 2005. In
addition, the executive has brought an action énlthlian labor court for unlawful dismissal undee Italian labor laws against the Compa
subsidiary. The subsidiary entered an appearardélad a counterclaim. In addition, the executihas brought an action in the Italian
Corporate courts challenging the subsidiary's reahof/the executive as managing director. The eexias not specified any damages in
this action and it is in the preliminary stage. Twmpany believes that the executive's changentragrovision has not been triggered and
that the executive's termination was justified. ldger, based on the court's "pay or justify" ordepay euro 306,000, the Company recorded
a charge in fiscal year 2004 of approximately $fiilion in connection with this matter and whicheehe is included in Litigation Settlement
reserves in the accompanying financial statements.

OTHER LEGAL MATTERS - The Company is a defendansa@veral other legal actions in various US andidorgurisdictions arising from
the normal course of business. Management belitveeSompany has meritorious defenses to such actiod that the outcomes will not be
material to the Company's consolidated financeteshents.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
Not applicable
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

SHAREHOLDER MATTERS

Our common stock was suspended from trading olN#selaq National Market on December 19, 2000 becaad®ad not filed an annual
report for the year ended July 29, 2000 within$f#C's prescribed time period. In December 2000N#srlaq National Market delisted our
common stock and since that time, our common gtaskbeen traded on the "pink sheets,"” or over-tlueter market, under the symbol
"DGTC.PK" and our warrants are traded under theb®ifDGTCW.PK". The "pink sheets" is an over-thaster market which provides
significantly less liquidity than established staichanges or the Nasdaq National Market, and gudotestocks included in the "pink sheets"
are not listed in the financial sections of newsrams are those for established stock exchangethemMNasdaq National Market.

As of October 21, 2005, there were approximately Balders of record of our common stock. The follggtable shows the high and low
closing bid prices per share of our common stoclhlife past eight quarters, as reported by the thecounter 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 LOwW
FISCAL 2005
First QUAMNer.....ooeicvieecic e e $ 3.05 $ 2.50
Second QUANET . .ucvieeeeeeeee e 2.85 2.30
Third QUAIET . .cceveiieeeeee e e 3.50 2.50
FOUrth QUAIEr....ccoveeiiiiiiiie s 3.00 2.40
FISCAL 2004
FirSt QUArNer.....cccovviiiiiiiiciiee e e $ 2.50 $ 1.75
Second QUANET . .uuueeeieeeeeeeeeeeceeee —————— 2.83 1.95
Third QUANET . .ccvviiiieeeeeeee e e 2.80 2.00
FOUrth QUAIEr...cccooeeieiiiie s 3.00 2.05

We have not paid any cash dividends, except fop#lyenent of cash in lieu of fractional shares, sih®83. The payment of cash dividends is
prohibited under the Credit Facility. We do nokimd to pay any cash dividends in the foreseeaklegu

The following table summarizes the securities atitka for issuance under equity compensation pgansf the end of Fiscal 2005:

NUMBER OF NUMBER OF
SECURITIES TO BE S ECURITIES
ISSUED UPON WEIGHTED-AVERAGE REMAI NING AVAILABLE
EXERCISE OF EXERCISE PRICE OF FOR F UTURE ISSUANCE
OUTSTANDING OUTSTANDING UN DER EQUITY
OPTIONS, WARRANTS OPTIONS, WARRANTS CO MPENSATION
PLAN CATEGORY AND RIGHTS AND RIGHTS PLANS(1)
Equity compensation plans approved by security hold ers:
Stock Option Plan.........c.ccccceeveeiieenne . 1,662,494 $ 3.81 538,681
Equity compensation plans not approved by security
holders:
Warrants issued in connection with the acquisitio n
of Villa (2)..ccveeeiieiiiiiiie e . 50,000 $ 7.94 None
Warrants issued in settlement of class action
1aWSUIE (3)eeveeeeeieeeeeeeieiesiiiiiieees . 941,994 $ 1.50 Not applicable
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(1) Excludes securities to be issued upon exeddisaitstanding options, warrants and rights.

(2) These warrants were granted to the former ritgjshareholder of Villa in connection with the aggjtion of Villa in December 1999.
They expire in December 2005.

(3) Pursuant to our class action settlement withsbiareholders concerning allegations that the Gowyhad violated federal Securities laws,
we issued 2.5 million shares of our common stoeka@me million warrants to purchase our common stick2.00 per share. The issuance of
these securities was pursuant to a court ordeedssuconnection with the settlement of this clast$on lawsuit in January 2002, and there
was exempt from the registration requirements ef3kcurities Act of 1933 pursuant to Section 3(a)

(10) thereof. These warrants were originally setxpire in March 2008.

In a motion filed in February 2004, a plaintiff staclaimed damages due to Del Global's failur@riely complete a registration statement for
the shares of common stock issuable upon exertibese warrants. The class sought damages of $ilkdn together with interest and
costs, and a declaration that $2 million in submaitid notes issued as part of the 2002 class a#itiement were immediately due and
payable. In settlement of this matter, Del Globallified the exercise, or "strike," price of the vaats issued in 2002 from $2.00 to $1.50 per
share, and extended the expiration date of suchanigrby one year to March 28, 2009.

ITEM 6. SELECTED FINANCIAL DATA
SELECTED FINANCIAL DATA

The selected income statement data presentedddisttal years ended July 30, 2005, July 31, 20@4/eugust 2, 2003 and the balance sheet
data as of July 30, 2005 and July 31, 2004 have desved from our audited consolidated financiatements included elsewhere in this
form 10-K. The income statement data for the yeaded August 3, 2002 and July 28, 2001 and thebalsheet data as of August 2, 2003,
August 3, 2002 and July 28, 2001 have been defioma audited financial statements not included imeréhis selected financial data should
be read in conjunction with the Consolidated Finar8tatements and related notes included in Pdtem 8, "Financial Statements and
Supplementary Data" thereto and "Management's Bsson and Analysis of Financial Condition and Ressof Operations” in Part Il, Iltem 7
of this form 10K.

FISCAL YEARS ENDED

JULY 30, JULY 31, AUGUST 2, AUGUST 3, JULY 28,
(IN THOUSANDS, EXCEPT SHARE AMOUNTS) 2005 2004(1) 2003(2) 2002(3) 2001(4)
INCOME STATEMENT DATA:
Net sales........oooveveriniiiiiiece e . $ 84872 $ 83827 $ 68212 $ 68,288 $ 70,441
GroSS MarginN........coccuveeiveeeerieeeenieeens . 22,281 21,315 15,670 14,715 14,029
Selling, general and administrative................ . 16,452 15,907 17,904 16,041 9,424
Research and development..............cccceeennns . 1,636 1,562 1,593 1,502 2,392
Litigation settlement costs............ . 300 3,652 2,126 7,713 9,759
Facilities reorganization costs . - - 128 - 822
Operating income (I0SS)........cccceevveeeennen. . 3,893 194 (6,081) (10,541) (8,368)
Minority interest..........cccvcevveveveeeniinnen. . 393 559 115 197 379
Provision (benefit) for income taxes............... . 2,054 8,691 8,233 (1,982) (3,470)
Income (loss) from continuing operation............ . 193 (10,729)  (15,173) (9,919) (5,671)
Discontinued operation..............cccoeeevveene . 199 (5,095) 128 (2,093) (2,850)
Net income (10SS) (5)....cvvveevvvvreniiieenninnnn. . 392 (15,824)  (15,045) (12,012) (8,521)
Net income (loss) per share - Basic
Continuing operations....... . $ 002 $ (104)$ (146) $ (114 $ (0.73)
Discontinued operation 0.02 (0.49) 0.01 (0.24)  (0.36)
Net income (loss) per basic share(5)............... . $ 004 $ (153)$% (145 % (1.38)$ (1.09)

Net income (loss) per share - Diluted
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Continuing operations...........cccceeevvereeenee. . $ 001 $ (1L04)$ (146) % (1.14 $ (0.73)

Discontinued operation.............ccccoeeevveens . 0.02 (0.49) 0.01 (0.24)  (0.36)
Net income (loss) per diluted share(5)............ . $ 003 $ (153)$% (145 % (1.38)$ (1.09)
Weighted average shares outstanding - Basic 10,490 10,334 10,376 8,704 7,817
Weighted average shares outstanding - Diluted 11,465 10,334 10,376 8,704 7,817
AS OF
JULY 30, JULY 31, AUGUST 2, AUGUST 3, JULY 28,
2005 2004 2003 2002 2001

BALANCE SHEET DATA:

Working capital $ 10,122 $ 7,764 $ 13,598 $18,646 $ 22,269
Total assets........ 40,776 49,261 60,492 77,697 81,658
Long-term debt and subordinated note............... . 6,454 7,038 7,100 6,724 6,222
Shareholders' equity......ccccoovvvevvvveniceees 9,228 7,775 22,979 37,141 41,791

(1) Net loss for the year ended July 30, 2004 ietua $9,794 income tax provision related to ttebdshment of a deferred tax valuation
allowance. In addition, net loss reflects the aakafi a $3,199 charge related to the DOD investigadf our RFI subsidiary and $454 related
to a motion filed in February 2004 related to thernants to purchase common stock that were issufscal year 2002. For more informati
about these legal charges, see Part |, Item 3 1lRrgaeedings"” of this Annual Report.

(2) Net loss for the year ended August 2, 2003uithet approximately $7,967 income tax provisionteeldo the establishment of a deferred
tax valuation allowance. In addition, net losseett the accrual of a $2,347 charge related tagning DOD Investigation of our RFI
subsidiary. For more information about the DOD Btigation, see Part |, Item 3, and "Legal Procegslinf this Annual Report. See Notes to
Consolidated Financial Statements included in Paitem 8," of this Annual Report.

(3) Fiscal 2002 includes $7,713 in litigation sttent costs, principally for finalization of thettment of a class action suit and the
agreement in principle to settle an SEC investigatSee Notes to Consolidated Financial Stateniedisded in Part Il, Iltem 8, of this Annt
Report.

(4) During fiscal 2001, we recorded $9,759 in htign settlement costs related to a class actiwadd. During fiscal 2001, we also decidec
close two facilities and recorded a restructurihgrge of $822.

(5) Effective August 4, 2002, the Company adoptedenent of Financial Accounting Standards ("SFA$3) 142, "Goodwill and Other
Intangible Assets," which establishes new accograimd reporting requirements for goodwill and othésingible assets. Under SFAS No.
142, all goodwill amortization ceased effective Aag4, 2002. Assuming goodwill was not amortizetspant to SFAS No. 142, the net loss
would have been $11,881 and, $8,390 in fiscal 20@P2001, respectively. Net loss per basic andetilshare would have been $1.37 and
$1.07 in fiscal 2002 and 2001, respectively.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

In addition to other information in this Annual Rep this Management's Discussion and Analysisieéficial 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 curcenbenic environment. We caution that these statésrame not guarantees of future
performance. They involve a number of risks anceuiainties that are difficult to predict includirtgyt not limited to, our ability to impleme
our business plan, retention of management, chgngaustry and competitive conditions, obtainingicipated operating efficiencies,
securing necessary capital facilities, favorableeinations in various legal and regulatory mattand favorable general economic
conditions. Actual results could differ materiafipm those expressed or implied in the forward-lagkstatements. Important assumptions
and other important factors that could cause acasllts to differ materially from those in thei@rd-looking statements are specified in the
Company's filings with the SEC including the ComygarQuarterly Reports on Form 10-Q and Current Rspmm Form 8-K.
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OVERVIEW

The Company is primarily engaged in the design,ufeoture and marketing of cost-effective medicadgimg and diagnostic systems
consisting of stationary and portable x-ray systardiographic/fluoroscopic systems, dental imagipstems and proprietary high-voltage
power conversion subsystems for medical and ottieat industrial applications. The Company alsamafactures electronic filters, high
voltage capacitors, pulse modulators, transforrardsreactors, and a variety of other products desidor industrial, medical, military and
other commercial applications. We manage our bgsiiretwo operating segments: our Medical SystenosiGand our Power Conversion
Group. In addition, we have a third reporting segm®ther, comprised of certain unallocated corffeneral and Administrative expens
See Part I, Item 1, "Business-Operating SegmeifitdiiAnnual Report for discussions of the Compsusggments.

On October 1, 2004, we sold this division for aghase price of $3.1 million, plus the assumptioamgroximately $0.8 million of liabilities.
Accordingly, the results of operations have beastated to show this division as a discontinued ajar.

CRITICAL ACCOUNTING POLICIES

Complete descriptions of significant accountinggies are outlined in Note 1 of the Notes to Coiulstéd Financial Statements included in
Part Il, Item 8, "Financial Statements and Supplaary Data" of this Annual Report. Within theseipiels, we have identified the accounting
for deferred tax assets and the allowance for elts@nd excess inventory as being critical accogngolicies due to the significant amoun
estimates involved. In addition, for interim pespeve have identified the valuation of finished deinventory as being critical due to the
amount of estimates involved.

REVENUE RECOGNITION

The Company recognizes revenue upon shipment,gedithere is persuasive evidence of an arrangethend are no uncertainties
concerning acceptance, the sales price is fixdtbatimn of the receivable is probable and onlyfpectory obligations related to the
arrangement need to be completed. The Company airesra sales return allowance, based upon histq@étgerns, to cover estimated normal
course of business returns, including defectiveutrof specification product. The Company's progace covered primarily by one year
warranty plans and in some cases optional extewdednties for up to five years are offered. ThenPany establishes allowances for
warranties on an aggregate basis for specificd#iytiified, as well as anticipated, warranty clabased on contractual terms, product
conditions and actual warranty experience by prolilne. The Company recognizes service revenue wigairs or out of warranty repairs
are completed. The Company has an FDA obligatiarotdginue to provide repair service for certain maldsystems for up to seven years
the warranty period. These repairs are billed éodinstomers at market rates.

DEFERRED TAXES

We account for deferred income taxes in accordarteStatement of Financial Accounting Standar®&HAS") No. 109, "Accounting for
Income Taxes," whereby we recognize an asset defateur net operating loss carry forwards androt@porary differences between
financial reporting basis and income tax basis. Wdaation of our deferred tax assets and the matiog of tax benefits in each period
assumes future taxable income and profitability. pggodically evaluate the likelihood of the recradality of our deferred tax asset
recognized, based upon our actual operating resntiexpectations of future operating profits.

During fiscal year 2004, as part of our customéxynsonth planning and review cycle, management tgetlaach domestic business unit's
forecast and operating results, and concludedtthsts prudent to record additional valuation abmwes, increasing the total valuation
allowance to 100% of both long and short-term UB\éstic deferred tax assets. The valuation allowagoerded is the estimate of the
amount of deferred tax assets that are more litkelg not to be unrealized by the Company.
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During fiscal year 2005, the Company recorded thexatzome on a consolidated basis and its indiidoanestic business units were
profitable. However, after factoring in approxinmgt®4.6 million in unallocated costs of the Otheporting segment which are considered
domestic costs for income tax purposes, the Compapgrienced a domestic taxable loss during thegehAccordingly, the Company has
concluded that it should continue to carry a 10G#ation allowance against domestic deferred tagtasand has not recorded any income
tax benefit for this domestic taxable loss duriisgdl 2005.

We recorded a tax provision with respect to theine of Villa in all periods presented and antiogpiadis more likely than not the remaining
deferred tax asset which relates to our Villa sdibsy will be utilized against future operating fiteor as an offset to dividend income
received from our Villa subsidiary. The deferrexl éssets on the balance sheet of $0.8 milliongdlad Villa, is net of a $0.5 million
valuation allowance established in prior years. ey, we can make no assurances that our Villadiabg will generate profits in the futul

OBSOLETE AND EXCESS INVENTORY

We re-evaluate our allowance for obsolete inventorge a quarter, and this allowance comprises that gignificant portion of our inventory
reserves. The re-evaluation of reserves is basedwmitten policy, which requires at a minimum thegerves be established based on our
analysis of historical actual usage on a part-hy4pasis. In addition, if management learns of Bmeobsolescence in addition to this
minimum formula, these additional reserves willrbeognized as well. Specific obsolescence migkeatie to a technological or market
change, or based on cancellation of an order. Agypieally do not purchase inventory substantiailyadvance of production requirements,
we do not expect cancellation of an order to beaterral risk. However, market or technology chancges occur.

VALUATION OF FINISHED GOODS INVENTORIES

In addition, we use certain estimates in deterngimiierim operating results. The most significastiraates in interim reporting relate to the
valuation of finished goods inventories. For certaibsidiaries, for interim periods, we estimatadmount of labor and overhead costs
related to finished goods inventories. As of JWy 005, finished goods represented approximatedy &f the gross carrying value of our
total gross inventory. We believe the estimatiorthodologies used to be appropriate and are condistpplied.

CONSOLIDATED RESULTS OF OPERATIONS - CONTINUING OPE RATIONS
FISCAL 2005 COMPARED TO FISCAL 2004

Consolidated net sales of $84.9 million for fisga&r 2005 increased by $1.0 million or 1.2 % frasedl 2004 net sales of $83.8 million, due
to increases at the Power Conversion Group andstensyear to year sales levels at the Medicate®ys Group. The Power Conversion
Group's fiscal 2005 sales of $14.1 million increbbg $1.0 million or 7.7% from last year's levetgnarily reflecting manufacturing flow
improvements and a decrease in late orders of80lidn. The Medical Systems Group's fiscal 200saf $70.8 million were consistent
with the prior year's as a $1.0 million increasd@mestic shipments was offset with a correspondemease in shipments from our
international location. Domestic shipments werénbigdue to increases in sales of higher pricedalifiray units. Decreased shipments at
international locations were due to the strong Eaasing pricing for our international productdtoless attractive in non-Euro denominated
markets as well as a decrease in larger "tender®id fiscal 2005 versus the prior year. The Camgpa obtaining international certifications
for certain of its domestically manufactured pradacrder to have US dollar based offerings irstheon-Euro denominated economies.

21



Consolidated backlog at July 30, 2005 was $14.6anilersus backlog at July 31, 2004 of approxinya$25.9 million. The backlog in the
Power Conversion Group decreased $1.6 million fimmals at beginning of the fiscal year while thetes an $9.6 million decrease in the
backlog at our Medical Systems Segment. BackldgerMedical Systems Segment reflects declinesashipments of approximately $8.8
million under a large tender order at our interadi location as well as a decrease in incomingrorates during the period. Substantially all
of the backlog should result in shipments withie text 12 months.

Gross margins as a percent of sales were 26.3%iséat 2005, compared to 25.4% in fiscal 2004. Ploaver Conversion Group's gross
margins fiscal 2005 were 41.0%, versus 30.2% irptiar year. Fiscal 2005 Power Conversion groupgimarbenefited from increased
absorption of fixed costs as a result of highees#dvels, decreased material costs as a perceatesf due to improved procurement practices
and lower waste levels. For the Medical Systemau@réiscal 2005 gross margins of 23.3% were lowantthe 24.5% level in the prior year
reflecting higher engineering costs related to pobvaertifications and the higher material cosfsiatfed with the increase in digital unit sales
in fiscal 2005.

SG&A expenses for fiscal 2005 were $16.5 millioB.4P5 of sales) compared to $15.9 million (19.0%alés) in the prior year's period. The
increase in SG&A for fiscal 2005 is primarily dueihcreased corporate legal and professional cektted to the strategic alternatives
program, partially offset by reduced selling expenim the Medical Systems Segment. Fiscal 2005 S@&4 includes a $0.5 million write-
off of net deferred pension costs associated Wigtérmination of a frozen Power Conversion Groapsion plan. In addition the Power
Conversion Group's SG&A, excluding litigation setilent costs in both periods, increased $0.3 mitisdiecting increased headcount in fis
2005.

During the second quarter of fiscal 2004, we red@reagreement in principal with the U.S. Governinnegarding a settlement of the civil
and criminal aspects of the previously disclosedddgnent of Defense ("DOD") investigation of ourlREbsidiary (See Part | Item 3 "Legal
Proceedings"). The settlement included the Compéagding guilty to one criminal count and agredimgay fines and restitution to the US
Government of $5.0 million.

In connection with this settlement, the Companygeized an additional charge for Litigation setttgrhcosts of approximately $3.2 million
in the second quarter of fiscal 2004. This chagpeasented the difference between the $2.3 mitli@arge taken during the third quarter of
fiscal 2003, and the up to $5.0 million in fineslaestitution, plus estimated legal and profesdite®s, related to this settlement. The fine
paid during the first quarter of fiscal 2005, subj Court approval. At the sentencing, which ooed on March 15, 2005, the Court imposed
an additional fine of $0.3 million related to thatter. Accordingly, the Company has recorded alitiadal charge for Litigation settlement
costs of $0.3 million in the second quarter ofdis2005. During the fourth quarter of fiscal 206 Company recorded a charge of
approximately $0.5 million to Litigation SettlemeBbsts in recognition of the modification of wansformerly issued in conjunction with a
shareholder settlement and the related legal avfégsional fees incurred.

For fiscal 2005, we recognized operating incom&39 million compared to operating income of $0iRiom in fiscal 2004. The Medical
Systems Group had an operating profit of $5.6 onilfior fiscal 2005 and the Power Conversion Grathpeved an operating profit of $2.8
million, partly offset by unallocated corporate tsf $4.6 million. Fiscal 2005 and fiscal 2004 @ing income was net of $0.3 million and
$3.7 million, respectively, of litigation settlenmegosts, principally related to the DOD settlemaniexplained above.

Interest expense for fiscal 2005 was lower tharptier expense due to decreased borrowings and limiexest rates and the absence of these
fees.

The Company has not provided for a U.S. domestiorite tax benefit in fiscal 2005 because it consroemaintain a full valuation
allowance relative to its deferred tax assets sudsed in Critical Accounting Policies, above.Wiite exception of tax provisions and
adjustments recorded at Villa, our Italian subsigdiave recorded no adjustments to our current bdagerred tax accounts during fiscal 2005.
Management periodically evaluates
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the likelihood of the recoverability of the defatrax asset recognized on our balance sheet. Resethnagement analysis, we believe it is
more likely than not that the remaining deferreddasets, which relate to our foreign subsidiany vé realized.

Provision for income taxes for fiscal 2004 reflettts establishment of a $7.2 million deferred talugation allowance as discussed in Critical
Accounting Policies, above.

As discussed above, the Discontinued Operatioglaged to our DHV division, which was sold on Oapol, 2004. The discontinued
operation in the first quarter of fiscal 2005 refléhe operations of the DHV division through tteedof sale, which recorded income from
operations of $0.2 million during the first quartérfiscal 2005. The discontinued operation indis2004 included a write down of assets to
net realizable value of $3.5 million and lossesrfroperations of $1.6 million

Reflecting the above, we recorded net income of #tlllion or $0.04 per basic share and $0.03 pletetl share in fiscal 2005, as compared
to a net loss of $15.8 million, or $1.53 per shiaasic and diluted), during fiscal 2004.

FISCAL 2004 COMPARED TO FISCAL 2003

Consolidated net sales of $83.8 million for fisgaér 2004 increased by $15.6 million or 22.9% fifoal 2003 net sales of $68.2 million.
The Medical Systems Group fiscal 2004 sales of@mtllion improved by $14.7 million or 26.1%, withost of the increase at our
international location offsetting a decline at dstielocations, plus favorable exchange rate efféraim the translation of Villa's financial
statements from euros to dollars of approximatdlyt $nillion. This increase in sales included theosel quarter fiscal 2004 shipment of $8.2
million of medical equipment to the Ministry of SakServices in Mexico. The Power Conversion Grésgal 2004 sales of $13.1 million
improved by $1.0 million or 8.0%. Prior year Pov@nversion Group sales were lower due to effectaeDOD investigation.

Consolidated backlog at July 31, 2004 was $25.8aniversus backlog at August 2, 2003 of approxetya$16.3 million. The backlog in the
Medical Systems Segment increased by $9.6 milliostmng international orders, and Power Conver&imyup backlog remained even
levels at the beginning of the fiscal year. Sultgéin all of the backlog should result in shipmemtithin the next 12 months.

Gross margins as a percent of sales were 24.5%cia 2004, compared to 23.0% in fiscal 2003. Taeét Conversion Group's margins for
fiscal 2004 were 30.2% versus 28.9% in the pri@ry&he fiscal 2004 margins increased due to imgmments in procurement practices
resulting in lower average material costs. The Maldbystems Group's fiscal 2004 gross margins 241%% compared to 21.7% in fiscal
2003 due to higher margins domestically as a redubst control measures.

Selling, General and Administrative expenses ("SGRiar fiscal 2004 were $15.9 million (19.0% of es), compared to $17.9 million
(26.2% of sales) in the same period in the pri@ary&€he decline in SG&A during fiscal 2004 is aulesf reduced corporate legal and
accounting costs.

During fiscal 2004, we reached a settlement withitts government regarding the civil and crimingeass of the previously disclosed
investigation of our RFI subsidiary (See Part irit8 "Legal Proceedings"). The settlement included@ompany pleading guilty to one
criminal count and agreeing to pay fines and nastib to the US Government of $5.0 million if pdig September 30, 2004.

In connection with this settlement, Del Global rgeized an additional charge for Litigation settlemneosts of approximately $3.2 million in
the second quarter of fiscal 2004. This chargeessmts the difference between the $2.3 millionghgaken during the third quarter of fiscal
2003, and the up to $5.0 million in fines and tesitin, plus estimated legal and professional fedated to this settlement. The liability
associated with these charges is included in Lltitgesettlement reserves on the accompanying balsineet. During the first quarter of fiscal
2005,
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the Company paid the US Government $5.0 milliorspant to a written settlement agreement with thé&D&s explained more fully in
Liquidity and Capital Resources, below.

In February 2004, a plaintiff class filed a motidaiming damages due to Del Global's failure tcetyncomplete a registration statement for
the shares of common stock issuable upon exertiwarsants which were issued in conjunction wittlass action settlement approved by
courts in January 2002. In settlement of this naRel Global modified the exercise, or "strikerige of the warrants issued in 2002 from
$2.00 to $1.50 per share, and extended the exgirdtte of such warrants by one year to March @892During the fourth quarter of Fiscal
2004, the Company recorded a charge of approxign&teb million to Litigation Settlement Costs ircognition of the modification to the
warrants and the related legal and professionalifemirred.

As a result of the foregoing, we recognized opegaiincome of $0.2 million in fiscal 2004 as comphte an operating loss of $6.1 million in
fiscal 2003. The Medical Systems Group posted dimgrancome of $5.4 million in fiscal 2004 as comgaito $1.0 million in fiscal 2003.
This was offset by operating losses of $1.6 milkmd $1.3 million at the Power Conversion Grou@004 and 2003, respectively.
Unallocated corporate costs were $3.7 million gtdil 2004 as compared to $5.8 million in fiscal200

Interest expense for fiscal 2004 was higher thamptfior year's comparable period reflecting $0.8ioni in fees related to an amendment of
the GECC Facility.

During fiscal 2003, the Company recognized otheoine of $0.5 million related to the settlement aispute in connection with a 1999
product line acquisition and $0.1 million relateddreign exchange gains on a deposit denominatedrios. During fiscal year 2004, the
Company recognized other income of $0.1 millionjalihincluded $0.2 million of income related to fagble settlements of product royalty
disputes, offset by other losses.

The provision for income taxes for 2004 reflects éstablishment of a $9.8 million deferred tax atitn allowance as discussed in Critical
Accounting Policies, above. As of July 31, 2004 @mmpany's domestic deferred tax assets are subjact00% valuation allowance based
on management's analysis of the likelihood of #ueverability of the remaining domestic deferreddasets. Any remaining deferred tax
assets on our balance sheet as of July 31, 208 ttel our Villa subsidiary which has been hisw@ijcprofitable. During fiscal 2003, the
Company established a $7.9 million valuation alloes as discussed above.

Minority interest for fiscal 2004 was $0.6 milli@s compared to $0.1 million in fiscal 2003. Thisréase reflects the improved operating
results of our foreign subsidiary in the Medicak®@yns Group.

As discussed above, the Discontinued Operatioglased to our Del High Voltage Division, which wasd on October 1, 2004. Discontint
operations in fiscal 2004 included a write dowras$ets to net realizable value of $3.5 million lrsdes from operations of $1.6 million. In
fiscal 2003, the discontinued operation had netrime of $0.1 million.

Reflecting the above, we recorded a net loss of8dHllion, or $1.53 per share, in fiscal 2004 empared to a net loss of $15.0, or $1.45 per
share million in fiscal 2003.

LIQUIDITY AND CAPITAL RESOURCES
FISCAL 2005 COMPARED TO FISCAL 2004
We fund our investing and working capital needstigh a combination of cash flow from operations gimort-term credit facilities.

Working Capital -- At July 30, 2005 and July 310200our working capital was approximately $10.1liovil and $7.8 million, respectively. At
such dates, we had approximately $1.5 million ah@& $nillion, respectively, in cash and cash eqeintd, the majority of which is at our Vi
subsidiary in Italy. As of July 30, 2005, we had
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approximately $0.5 million of excess borrowing dahility under our domestic revolving credit fagilicompared to $5.8 million at July 31,
2004, reflecting the payment of a $5.0 million fieethe DOD in September 2004.

In addition, as of July 30, 2005 and July 31, 2afi#, Villa subsidiary had an aggregate of approxatyab 7.5 million and $7.5 million,
respectively, of excess borrowing availability unide various shorterm credit facilities. Terms of the Italian crefiitilities do not permit th
use of borrowing availability to directly financeerating activities at our US subsidiaries.

Cash Flows from Operating Activitied-or the year ended July 30, 2005, the Company agprbximately $7.5 million of cash for continui
operations, compared to a generation of $6.0 milliothe prior fiscal year. Contributing to caskags in fiscal 2005 was the payment of a
total of $5.1 million in fines and legal fees reldtto the DOD settlement that were accrued aslpf3y2004 and the payment of an additic
$0.3 million at time of sentencing as explainedLiagal Proceedings" in Part |, ltem 3 of this AnhReport.

Cash Flows from Investing Activities -- We have raagbproximately $0.9 million in facility improvemtsrand capital equipment
expenditures for the year ended July 30, 2005 coadp@ $ 0.5 million for the comparable prior fisgaar period.

Cash Flows from Financing Activities -- During thear ended July 30, 2005, we borrowed a total pfapmately $ 1.6 million on our
domestic and Italian credit facilities. In additjdhe Villa subsidiary paid a dividend of approxielg $2.5 million, of which $0.5 million was
paid to Villa's minority shareholders. The remag#1.9 million, net of withholding taxes, was ateirtompany transaction with the Comp
and therefore eliminated in the accompanying cédatd financial statements. We also receiveda t§t$0.4 million in payment of the
exercise price of stock options and warrants duiistal 2005.

The following table summarizes our contractual gdgiions, including debt and operating leases gt3l 2005 (in thousands):

WITHIN 2-3 4 -5 AFTERS
OBLIGATIONS TOTAL (1) 1 YEAR YEARS Y EARS YEARS

Long-Term Debt Obligations.................... $ 2172 $ 573 $ 862 3 588 $ 149
Capital Lease Obligations 2,963 210 673 770 1,310
Subordinated Note................cceeveeein 2,158 - 2,158 - -
Interest on long term obligations and note.... 1,239 601 432 154 52
Operating Lease Obligations................... 776 454 322 - -
Total Contractual Cash Obligations............ $ 9,308 $ 1838 $ 4,447 $ 1512 $ 1,511

(1) In addition to the long term obligations aboas,of July 30, 2005 we had approximately $4 nillio revolving credit debt in the US an«
0.3 million in Italy. The Italian credit facilitieare generally renewed on a yearly basis and the@IEacility, as amended, matured in August
2005. The Company refinanced the GECC Facility wittombination of a $6 million formula based revwadvcredit facility and a $2 million
term loan entered into with North Fork Bank, ascdiéed more fully below.

Credit Facility and Borrowing -- As of July 30, Z8Ghe Company had a $5 million senior revolvingdir agreement, as amended, entered
into on June 10, 2002 with Transamerica Corpordtioa "GECC Facility"). In January 2004, GE Busm€&apital Corporation ("GECC")
completed the acquisition of Transamerica Corponasind assumed the ownership and administrationrof)S credit facility. This facility,

as amended, expired August 1, 2005 and was refbg the Company with another lender. Intereseutite GECC Facility was based on
thirty day commercial paper rates plus a margif.6%. The interest rate on the GECC Facility wa%% at July 30, 2005 and 5.0% at July
31, 2004. The GECC Facility was subject to commithiees of 3/8% on the daily unused portion payatdathly. Under terms of the GEC
Facility, interest was calculated based on thedrigii the actual balance, or a floor revolving dredlance of $5 million. In addition, the
facility was subject to a $10,000 per month addgidee for each month it remained outstanding pasember 2004.The GECC Facility was
secured by substantially all of the Company's aatoreceivable, inventory, and fixed assets iniBe The terms
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of the GECC Facility required the Company to compith various operational and financial covenaaty] placed limitations on the
Company's ability to make capital expenditures tangly dividends. The Company was in compliancé tiese various covenants, with the
exception of the fixed charge coverage ratio dutivgthird quarter of fiscal 2005. On June 9, 20@5Company and GECC signed the Ninth
Amendment to the GECC Facility. This Ninth Amenditneaived the event of default arising from the Camgs non-compliance with the
fixed charge coverage ratio covenant. In additt@Ninth Amendment lowered the minimum availabittwvenant under the line from
$500,000 to $250,000.

On August 1, 2005, the Company entered into a theae revolving credit and term loan facility wittoith Fork Business Capital (the "No
Fork Facility") and repaid the GECC facility. Thefth Fork Facility provides for a $6 million formaubased revolving credit facility based
the Company's eligible accounts receivable andntorg as defined in the credit agreement. In addjtthe Company borrowed $2 million
under a term loan facility secured by the CompaBgg Shore, New York building. Interest on the dgirg credit borrowings is payable at
prime plus 0.5 % or alternatively at a LIBOR rabes2.5%. The $2 million term loan is repayablenianthly installments of $16,667 with t
a balloon payment of the remaining balance dubeamaturity in three years. Interest on the teramli3 payable monthly at prime plus 0.75
% or a LIBOR rate plus 2.75%. At the closing on Asigl, 2005, the Company had $1.7 million of avmlity under the North Fork Facility,
of which North Fork has reserved $1 million agajsssible litigation settlements as described ndhgin Part I-ltem 3 "Legal
Proceedings”. The North Fork Facility is securecgsbigstantially all of the Company's accounts readd#y, inventory and fixed assets in the
us.

Our Villa subsidiary is a party to various shontrtecredit facilities with interest rates rangingrfr 6% to 14%. These facilities generally
renew on a yearly basis and include overdraft,ivabées and import export financing facilities.dddition, Villa is a party to various
medium-term commercial and Italian Government lterga loans. Medium term facilities have interesésaanging from 3% to 6%, with
principal payable semi-annually through maturitparch 2007, and interest payable quarterly. ThegBument long-term facilities have an
interest rate of 3.4% with principal payable antytidrough September 2010. Villa's manufacturingjlfty is subject to a capital lease
obligation which matures in 2011 with an optiorptochase. Villa is in compliance with all relatédaincial covenants under these short and
long-term financings.

As of May 1, 2004, the Company has a frozen deflratkfit plan that was undérnded. In accordance with SFAS No. 88, at the tifnénal
settlement of the pension plan, the Company wilbgnize an expense to recognize its under-fundgdsstDuring fiscal 2005, the Company
applied to the Pension Benefit Guaranty Corp arttiedRS for a determination letter and approvaetainate this plan. In the fourth quarter
of fiscal 2005, the Company recognized a relatedcash charge of approximately $0.5 million to eff the pension assets on its balance
sheet in recognition of the formal decision to texate the plan. In preparation for the plan terrtiorg the Company transferred $0.1 million
to the pension account in April 2005. This transiiecluding cash already on hand in this accouas, fally funded the expected cash
disbursement of $0.2 million due at the time thenPany receives the IRS determination letter appigpthe final settlement.

As described in Part I, Item 3, Legal Proceedinghis Annual Report, on March 8, 2002, RFI, a sdibsy of the Company and the
remaining part of the Power Conversion Group segnvess served with a subpoena by the US Attorneyhie Eastern District of New York
in connection with an investigation by the DOD. REpplies electromagnetic interference filtersdmmmunications and defense
applications. Since March 2002, the DOD has beeesitigating certain past practices at RFI whicle detck more than six years and pertain
to RFI's Military Specification testing, record leeg and general operating procedures. Managemtaihed special counsel to represent the
Company on this matter. The Company has coopefallgdvith this investigation, including voluntayilproviding employees to be
interviewed by the Defense Criminal Investigatiwr\gces division of the DOD.

In June 2003, the Company was advised that the tl&@ment was willing to enter into negotiationgareling a comprehensive settlement
of this investigation. Prior to the preliminary dissions with the US Government in June 2003, tirefiany had no basis to estimate the
financial impact of this investigation. Based oelpninary
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settlement discussions with the US Governmentudisions with the Company's advisors, consideraicgettiements reached by other pa
in investigations of this nature, and consideratibthe Company's capital resources, managememntdecloped an estimate of the low end
of the potential range of the financial impact. Adingly, during the third quarter of fiscal 20@8e Company recorded a charge of $2.3
million, which represented its estimate of the lemd of a range of potential fines and legal andgssional fees.

Following negotiations, the Company reached a dlsbtilement in February 2004 with the US Governntiesit resolves the civil and
criminal matters relating to the DOD's investigati®he settlement included the Company pleadintiygua one criminal count and agreeing
to pay fines and restitution to the US Governméi§4o6 million if paid by June 30, 2004 and $5.0lion if paid by September 30, 2004.

In connection with this settlement, the Companygeized an additional charge of approximately $8illon in the second quarter of fiscal
2004. This charge represents the difference bettreefi2.3 million charge taken during the third temaof fiscal 2003, and the up to $5.0
million in fines and restitution, plus estimateddtand professional fees related to this settlénTére liability associated with these charges
is included in Litigation settlement reserves om éltcompanying balance sheet.

On September 30, 2004, pursuant to the terms dfdtikement, the Company fulfilled its obligatiomder this agreement by paying to the US
Government the sum of $5 million representing fiard restitution. On October 7, 2004, RFI enteredrainal guilty plea to a single count
conspiracy charge pursuant to the settlement amisénal plea agreement. Sentencing occurred orcMab, 2005. At sentencing, the Court
imposed an additional fine of $0.3 million to bedwaithin 30 days. The Company paid this additiciva on April 8, 2005.

The Company worked with the US Defense Logisticerfay (DLA), a component of the DOD, to avoid antufe limitations on the ability «
the Company to do business with US GovernmentiesitiBuch limitations could have included the US&nment seeking a "debarment” or
exclusion of the Company from doing business with ®overnment entities for a period of time.

On April 5, 2005, the Company announced that it teathed an administrative agreement with the Dit#ich provides that RFI will not be
debarred from doing business with U.S. Governmeatities so long as RFI maintains its compliancegpaicm and adheres to the terms of the
administrative agreement. This agreement with tha 3 the final component of the Company's previg@nnounced settlement of an
investigation by the DOD into practices at RFI.

The Company funded the $5 million paid pursuarihte settlement by a combination of $2 million iortowings under its GECC Facility a
the receipt of a combination of dividends, retufintercompany amounts and a $0.6 million intercampadvance from the Company's Villa
subsidiary, totaling $3.0 million.

The Company had an employment agreement with Salrark| the previous Chief Executive Officer ("CEr the period May 1, 2001 to
April 30, 2004. The employment agreement providaccertain payments in the event of a change irctimérol of the Company.

On October 10, 2003, the Company announced theratppent of Walter F. Schneider as President and @E@place Mr. Park, effective as
of such date. As a result, the Company recorddwhege of $200 during the first quarter of fiscaD2Qo accrue the balance remaining under
Mr. Park's employment agreement.

The Company's Board of Directors, elected at they@my's Annual Meeting of Shareholders held on B®&y2003, had reviewed the
“"change in control" provisions regarding paymeataling up to approximately $1.8 million under #raployment agreement between the
Company and its former Chief Executive Officer, SarPark. As a result of this review and based yporong other things, the advice of
special counsel, the Company's Board of Directassdetermined that no obligation to pay these amschas been triggered. Prior to his
departure from the Company on October 10, 2003 Rdrk orally informed the Company that, after rewg the matter with his counsel, he
believed that the obligation to pay these amouassbeen triggered. On October 27, 2003, the
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Company received a letter from Mr. Park's counsehahding payment of certain sums and other coraidarpursuant to the Company's
employment agreement with Mr. Park, including thelsenge of control payments. On November 17, 20@3Company filed a complaint
against Mr. Park seeking a declaratory judgmeritrtbachange in control payment was or is due toRdirk, and that an amendment to the
employment contract with Mr. Park regarding advameet and reimbursement of legal fees is invalid eamghforceable. Mr. Park answered
the complaint and asserted counterclaims seekipg@at from the Company based on his position thahange in control" occurred in June
2003. Mr. Park is also seeking other consideratmibelieves he is owed under his employment agneemiee Company filed a reply to Mr.
Park's counterclaims denying that he is entitledry of these payments. Discovery in this mattes eanducted and completed. Following
discovery, the Company and Mr. Park filed motiomssummary judgment on the issues related to taagin control and the amendment to
the employment agreement, which motions have hagnsubmitted to the court for consideration. Taial no decision has been issued b
Court on these motions. If Mr. Park prevails ondii@@ms and the payments he seeks are requireg paild in a lump sum, these payments
may have a material adverse effect on the Compéquiglity. It is not possible to predict the outae of these claims; however, the
Company's Board of Directors does not believe shah a claim is reasonably likely to result in &enial decrease in the Company's liquidity
in the foreseeable future.

During the fourth quarter of fiscal 2004, the Comypaecorded $0.4 million related to potential chawod control payments the Company may
have been required to make to a former executiveing fiscal 2005, a different member of the exe@imanagement asserted a
diminishment of duties claim under his change intc agreement. Based on a settlement offer madbedoCompany to this executive, the
Company recorded a charge of approximately $0.bamitluring the second quarter of fiscal 2005. Sactounts are included in selling,
general and administrative expense. On June 2,,208%ompany entered into a Separation and Refegreement with this executive.
Under such Agreement, the Company paid this exezapproximately $0.5 million, representing a semee payment and certain legal fees
and expenses such executive incurred in connewfitbrhis separation from the Company.

On October 1, 2004, the Company completed theasale DHV division for $3.1 million plus the assption of $0.8 million of liabilities as
described more fully in the Notes to the Consoéddtinancial Statements included in

Part Il, Item 8 of this Annual Report.

On March 21, 2005, the Company was notified bypiaty with whom it signed a non-binding letter ofant for the sale of its Medical
Systems Group that the buyer was terminating natyotis under the letter of intent. The letter @&t provided for a $1.0 million payment
payable in the event that no later than March 852€the buyer was ready, willing and able to emter a definitive purchase agreement based
on the terms of the letter of intent and contaimegsonable and customary representations, wasatgirms and conditions relating to the
transaction, and the Company elected not to entersuch purchase agreement. The party with whenCtmpany signed the letter of intent
commenced filed a lawsuit on April 15, 2005 in thaited States District Court, Southern DistrictN#w York seeking payment of the $1.0
million, plus interest, as well as reasonable attgis fees. The Company filed an answer to thislétvon June 8, 2005 contesting the buyers
claim to these damages, and thereafter filed desgorequests. At a court conference held on Sepe2®) 2005, the parties agreed to submit
to non-binding mediation in an attempt to settis thispute. A mediation conference has been schddal November 21, 2005. Although
there can be no assurance that the Company willana to pay the $1.0 million, the Company belieh@s$ no such payment is payable under
the terms of the letter of intent. If the outconfig¢h@-non-binding mediation is not acceptable thezi party, the Company intends to
vigorously defend this lawsuit.

The Company has or had no investments in uncoraetidvariable interest entities or other off baéasikeet arrangements during any of the
periods presented in this form 10K.

We anticipate that cash generated from operatindsamounts available from credit facilities will befficient to satisfy currently projected
operating cash needs for at least the next twelwatins, and for the foreseeable future.

EFFECTS OF NEW ACCOUNTING PRONOUNCEMENTS
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In December 2004, the Financial Accounting Stansl@alard ("FASB") issued Statement of Financial Aoging Standards ("SFAS") No.
153, "Exchanges of Nonmonetary Assets," which elatés the exception for nonmonetary exchangesfesiproductive assets and reple
it with a general exception for exchanges of nonetary assets that do not have commercial subst&i@eS No. 153 will become effective
for nonmonetary asset exchanges occurring in figeabds beginning after June 15, 2005. The Complaeg not believe the adoption of
SFAS No. 153 will have a material impact on the @any's financial statements.

In December 2004, the FASB issued SFAS No. 123"&)jare-Based Payment," which established standardsinsactions in which an
entity exchanges its equity instruments for goauts services. This standard requires a public ettditpeasure the cost of employee services
received in exchange for an award of equity instots based on the grant-date fair value of the dvildris eliminates the exception to
account for such awards using the intrinsic metrediously allowed under APB Opinion No. 25. SFA8 N3 (R) will be effective for

fiscal years beginning after June 15, 2005. Theestant does not require restatement of previosslyad statements and can be applied on a
prospective basis. The Company is in the processalfiating the impact the adoption of this statemell have on its financial statements.

In November 2004, the FASB issued SFAS No. 15Neéitory Costs, an amendment of ARB No. 43, Chagtefhis Statement amends the
guidance in ARB No. 43, Chapter 4, "Inventory Rrigl' to clarify the accounting for abnormal amounitédle facility expense, freight,
handling costs and wasted material (spoilage),ineguthat those items be recognized as curreribgaharges. In addition, this Statement
requires that allocation of fixed production oveatie to the costs of conversion be based on theat@apacity of the production facilities.
The provisions of this statement are effectivefiferal years beginning after June 15, 2005, witlyespplication permitted. The Company is
in the process of evaluating the impact the adopgitthis statement will have on its financial staents.

In May 2005, the FASB issued SFAS No. 154, "AccoqnChanges and Error Corrections, a replacemeAP& Opinion No. 20 and SFAS
No. 3." This Statement provides guidance on thewaaiing for and reporting of accounting changesemar corrections. It establishes, un
impracticable, retrospective application as thesiregl method for reporting a change in accountirigaiple, in the absence of explicit
transition requirements specific to the newly addccounting principle. This Statement also previguidance for determining whether
retrospective application of a change in accounpimgciple is impracticable and for reporting a wha when retrospective application is
impracticable. The correction of an error in presly issued financial statements is not an accograthange. However, the reporting of an
error correction involves adjustments to previous$ued financial statements similar to those galyesipplicable to reporting an accounting
change retrospectively. Therefore, the reporting obrrection of an error by restating previousbkuied financial statements is also addressed
by this Statement. This Statement is effectiveafrounting changes made in fiscal years beginrfieg Becember 15, 2005. The Company
does not believe the adoption of SFAS No. 154 wédlle a material impact on the Company's finantééments or results of operations.

In March 2005, the FASB issued FASB InterpretaitiN") No. 47, "Accounting for Conditional AsseeRrement Obligations." FIN No. ¢
provides guidance relating to the identificatioraofl financial reporting for legal obligations terfprm an asset retirement activity. The
Interpretation requires recognition of a liabilftyr the fair value of a conditional asset retiretngnligation when incurred if the liability's fair
value can be reasonably estimated. FIN No. 47dd§éioes when an entity would have sufficient infatian to reasonably estimate the fair
value of an asset retirement obligation. The piowniss effective no later than the end of fiscahggeending after December 15, 2005. The
Company does not believe the adoption of FIN Now#l7have a material impact on the Company's ftiahstatements or results of
operations.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

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

Our US and foreign revolving credit facilities apettain of our Italian subsidiary's long-term defatur interest charges that fluctuate with
changes in market interest rates. See Note 7 afd\otConsolidated Financial Statements includdthm II, Item 8 of this Annual Report.
Based on the balances as of July 30, 2005, anaseref 1/2 of 1% in interest rates would increaserést expense by approximately $28,000
annually. There is no assurance that interest vatemcrease or decrease over the next fiscat yBacause we believe this risk is not
material, we do not undertake any specific stepedoace or eliminate this risk.

FOREIGN CURRENCY RISK

The financial statements of Villa are denominate&uros. Based on our historical results and exgefttture results, Villa accounts for
approximately 43% to 55% of our total revenuesgetdas part on the rate at which Villa's Euro denmaed financial statements have been or
will be converted into US dollars. In addition, otBe last three years, Villa has contributed pasibperating income, as compared to our
consolidated operating losses. Having a portioounffuture income denominated in Euros exposes usarket risk with respect to
fluctuations in the US dollar value of future Ewarnings. A 10% decline in the value of the Eurfisoal 2005, for example, would have
reduced sales by approximately $4.5 million, andildidnave decreased our consolidated income frortireong operations by approximately
$153,000 (due to the reduction in the US dollangaif Villa's operating income.)

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The consolidated financial statements of the Compiaicluding the notes to all such statements ahdrsupplementary data are included in
this report beginning on page F-1.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

On June 30, 2005, the Company dismissed Deloift®édche LLP ("Deloitte") as its independent registepublic accounting firm. The
Company's Audit Committee of the Board of Directghe "Audit Committee") recommended the dismisddDdeloitte. During the Compan
most recent two fiscal years, Deloitte's reporttanfinancial statements did not contain an advepseion or disclaimer of opinion nor was
qualified or modified as to uncertainty, audit seppr accounting principles. In connection with ¢hulits for the two previous recent fiscal
years ended August 3, 2003 and July 31, 2004, tendihe-month subsequent interim period ended April 3@52@here were no
disagreements with Deloitte on any matter of actiogrprinciples or practices, financial statemeistkbsure, or auditing scope or procedure,
which, if not resolved to the satisfaction of Déiej would have caused Deloitte to make referehessto in their reports on the financial
statements for such fiscal years. During the twaetmecent fiscal years and through the date ofidisah there have been no "reportable
events," as such term is defined in Item 304(ay}j10{ Regulation S-K.

On June 30, 2005, the Company engaged BDO Seidrh&n('BDO") as its principal accountant. The engagat of BDO was
recommended by the Audit Committee.

During the two most recent fiscal years and piaoits engagement, the Company had not consultddBiXO regarding any of the matters or
reportable events set forth in Item 304(a)(2)(i) &) of Regulation S-K.

ITEM 9A. CONTROLS AND PROCEDURES
EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

The Company, under the supervision and with thégaation of the Company's management, includingitéf F. Schneider, Chief Executi
Officer and Mark A Koch, Principal Accounting Oféi, has evaluated the effectiveness of the desigroperation of the Company's
"disclosure controls and procedures," as such idefined in Rules 13a-15e and 15d-15e promulgateldr the Securities Exchange Act of
1934, as amended, as of
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the date of this Annual Report. Based upon thauetian, the Chief Executive Officer and Principaicounting Officer have concluded that
the Company's disclosure controls and procedures &féective as of the end of the period coverethis/report to provide reasonable
assurance that information required to be discldigeithe Company in reports that it files or subritsler the Securities Act of 1934, as
amended, is recorded, processed, summarized aodaepvithin the time periods specified in SEC sudad forms.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In the ordinary course of business, the Compangirrely enhances its information systems by eithpgrading its current systems or
implementing new systems. There were no changdg®iCompany's internal controls or in other factbeg could significantly affect these
controls, during the Company's fourth fiscal quaeteded July 30, 2005 that have materially affectedire reasonably likely to materially
affect, the Company's internal control over finahecgporting.

ITEM 9B. OTHER INFORMATION
Not applicable
PART llI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information required by this Item 10 for altatitors and executive officers of the Company é¢eiporated herein by reference to the
Company's definitive Proxy Statement pursuant tguRion 14A for the 2006 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 with resjpi® executive compensation is incorporated hdvgireference to the Company's
definitive Proxy Statement pursuant to RegulatidA for the 2006 Annual Meeting of Stockholders, gfhProxy Statement will be filed wi
the SEC not later than 120 days after the endeofitical year covered by this Annual Report.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this Item 12 with resp® security ownership of directors, executiviicefs and substantial stockholders is
incorporated herein by reference to the Comparefisitive Proxy Statement pursuant to RegulatioA fdr the 2006 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 TRANSACT IONS

The information required by this Item 13 with resp® certain relationships and transactions betveiectors and executive officers and
substantial stockholders of the Company with then@any is incorporated by reference to the Compatefisitive Proxy Statement pursuant
to Regulation 14A for the 2006 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 thisdad Report.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item 14 with resp® principal accounting fees and services isiiparated by reference to the Company's
definitive Proxy Statement pursuant to RegulatidA for the 2006 Annual Meeting
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of Stockholders, which Proxy Statement will bedilgith the SEC not later than 120 days after tteeadrthe fiscal year covered by this
Annual Report.

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

PAGE NUMBER
(a) 1. FINANCIAL STATEMENTS

CONSOLIDATED FINANCIAL STATEMENTS OF DEL GLO BAL TECHNOLOGIES CORP. AND SUBSIDIARIES:
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Consolidated Statements of Operations for th e Fiscal Years Ended July 30, 2005, July 31,
2004 and August 2, 2003....ccccceeiciis F5
Consolidated Statements of Cash Flows for th e Fiscal Years Ended July 30, 2005, July 31,
2004 and August 2, 2003....cccccveiiiis F6
Consolidated Statements of Shareholders' Equ ity for the Fiscal Years Ended July 30,
2005, July 31, 2004 and August 2, 2003.... s F7-F8
Notes to Consolidated Financial Statements f or the Fiscal Years Ended July 30, 2005,
July 31, 2004 and August 2, 2003.......... . e F9 - F28
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ended August 1, 1998 and incorporated her

3.8  Certificate of Amendment of Certificate o
Technologies Corp. dated February 13, 199
Quarterly Report on Form 10-Q for the qua
and incorporated herein by reference.

3.9 Amended and Restated By-Laws of Del Globa
Exhibit 3.1 to Current Report on Form 8-K
incorporated herein by reference.

3.10 Amendment No. 1 to the Amended and Restat
Technologies Corp. dated July 17, 2003. F
Current Report on Form 8-K dated July 30,
by reference.

4.1  INTENTIONALLY OMITTED.
4.2 INTENTIONALLY OMITTED.

4.8  Warrant Certificate of Laurence Hirschhor
Del Global Technologies Corp. Quarterly R
guarter ended January 29, 2000 and incorp

4.9  Warrant Certificate of Steven Anreder. Fi
Global Technologies Corp. Quarterly Repor
guarter ended January 29, 2000 and incorp

4.10 Warrant Certificate of UBS Capital S.p.A.
1999. Filed as Exhibit 4 to Del Global Te
Report on Form 10-Q for the quarter ended
incorporated herein by reference.

4.11* Del Global Technologies Corp. Amended and
(as adopted effective as of January 1, 19
14, 2000). Filed as Exhibit 4.11 to Del G
Annual Report on Form 10-K for the year e
incorporated herein by reference.

4.12* Stock Purchase Plan. Filed as Exhibit 4.9
Annual Report on Form 10-K for the year e
incorporated herein by reference.

4.13* Option Agreement, substantially in the fo
options granted under the Plan. Filed as
Electronics Corp. Annual Report on Form 1
29, 1989 and incorporated herein by refer

4.14* Option Agreement dated as of December 28,
to Del Global Technologies Corp. Current
4, 2000 and incorporated herein by refere

4.15 Warrant Agreement substantially in the fo
warrants issued in connection with the se
Lawsuit on January 29, 2002. Filed as Exh
Technologies Corp. Annual Report on Form
August 3, 2002 and incorporated herein by
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4.16* Amendment No. 1 dated July 17, 2003 to th
Corp. Amended and Restated Stock Option P
of January 1, 1994 and as amended Decembe
4.1 to Del Global Technologies Corp. Quar
the quarterly period ended November 1, 20
reference.

4.17* Amendment No. 2 dated July 7, 2005 to the
Corp. Amended and Restated Stock Option P
of January 1, 1994 and as amended Decembe
2003). Filed as Exhibit 99.01 to Del Glob
Report on Form 8-K dated July 7, 2005 and
reference.

10.1 INTENTIONALLY OMITTED
10.2 INTENTIONALLY OMITTED.
10.3 INTENTIONALLY OMITTED.
10.4 INTENTIONALLY OMITTED.
10.5 INTENTIONALLY OMITTED.
10.6 INTENTIONALLY OMITTED.

10.7 Lease Agreement dated April 7, 1992 betwe
Electronics Corp. Filed as Exhibit 6(a) t
Quarterly Report on Form 10-Q for the qua
incorporated herein by reference.

10.8 Lease and Guaranty of Lease dated May 25,
Enterprises and Bertan High Voltage Corp.
Electronics Corp. Current Report on Form
incorporated herein by reference.

10.9 Lease dated January 4, 1993 between Curto
Del Medical Imaging Corp. (formerly knows
Imaging Corp.). Filed as Exhibit 10.21 to
Corp. Registration Statement on Form S-2
30, 1997 and incorporated herein by refer

10.10 Loan and Security Agreement dated June 10
amount of $10,000,000, between Del Global
High Voltage Corp., RFI Corporation and D
(Borrowers) and Transamerica Business Cap
agrees to furnish supplementally a copy o
schedules to the SEC upon request. Filed
Global Technologies Corp. Current Report
4, 2002 and incorporated herein by refere

10.11 Subordinated Promissory Note substantiall
total principal amount of $2 million issu
settlement of the Class Action Lawsuit on
Exhibit 10.11 to Del Global Technologies
10-K for the year ended August 3, 2002 an
reference.

10.12 INTENTIONALLY OMITTED.

10.13* Executive Employment Agreement dated May
Global Technologies Corp. and Samuel E. P
Del Global Technologies Corp. Current Rep
August 1, 2001 and incorporated herein by

10.14* Change of Control Agreement substantially
Company for the current executive officer
for Samuel E. Park (see Exhibit 10.13). F
Global Technologies Corp. Annual Report o
ended August 3, 2002 and incorporated her
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10.15 Extension and Modification Agreement (lea
July 30, 2002 between Praedium Il Valhall
Technologies Corp. Filed as Exhibit 10.15
Corp. Annual Report on Form 10-K for the
incorporated herein by reference.

10.16 Grant Decree No. 0213 between the Ministr
Handicrafts and Villa Sistemi Medicali S.
Filed as Exhibit 10.16 to Del Global Tech
on Form 10-K for the year ended August 3,
by reference.

10.17 Financial Property Lease Contract no. 211
between ING Lease (Italia) S.p.A. and Vil
Filed as Exhibit 10.17 to Del Global Tech
on Form 10-K for the year ended August 3,
by reference.

10.18 Declaration of Final Obligation between t
Industry and Villa Sistemi Medicali S.p.A
Exhibit 10.18 to Del Global Technologies
10-K for the year ended August 3, 2002 an
reference.

10.19 Private Contract between Banca Mediocredi
Medicali S.p.A. dated November 4, 1998 in
billion Lire. Filed as Exhibit 10.19 to D
Annual Report on Form 10-K for the year e
incorporated herein by reference.

10.20* Change of Control Agreement as approved b
October 24, 2002, substantially in the fo
executive officers (in the case of Walter
pursuant to Exhibit 10.22 hereof). Filed
Global Technologies Corp. Annual Report o
ended August 3, 2002 and incorporated her

10.21 Waiver and First Amendment to Loan and Se
November 1, 2002 among Del Global Technol
Voltage Corp., RFI Corporation and Del Me
(Borrowers) and Transamerica Business Cap
Exhibit 99.02 to Del Global Technologies
8-K filed on November 4, 2002 and incorpo

10.22 Second Amendment to the Loan and Security
2002 among Del Global Technologies Corp.,
RFI Corporation and Del Medical Imaging C
Transamerica Business Capital Corporation
Del Global Technologies Corp. Quarterly R
quarter ended November 2, 2002 and incorp

10.23 Settlement Agreement and Release dated Ma
Del Global Technologies Corp. and its aff
present and former directors, officers, a
attorneys, stockholders, predecessors and
its present and former directors, and Leo
his heirs, administrators, liquidators, e
assigns. Filed as Exhibit 10.22 to Del GI
Quarterly Report on Form 10-Q for the qua
and incorporated herein by reference.

10.24 Separation Agreement and General Release
2003, by and between James M. Tiernan and
Corp. Filed as Exhibit 99.01 to Del Globa
Amendment to Current Report on Form 8-K/A
incorporated herein by reference.
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10.25 Separation Agreement and General Release
2003, by and between David Michael, David
Global Technologies Corp. Filed as Exhibi
Technologies Corp. Amendment to Current R
April 23, 2003 and incorporated herein by

10.26 Form of Indemnification Agreement. Filed
Global Technologies Corp. Amendment #1 to
Form S-1/A, filed on May 1, 2003 and inco

10.27 Amendment to Executive Employment Agreeme

between Del Global Technologies Corp. and
Exhibit 10.23 to Del Global Technologies
Form 10-Q for the quarterly period ended
herein by reference.

10.28 Amendment dated October 10, 2003 to Chang
Walter F. Schneider filed as Exhibit 10.2
Corp. Annual Report on Form 10-K for the
incorporated herein by reference.

10.29 Waiver and Third Amendment to the Loan an
of October 30, 2003, among Del Global Tec
Voltage Corp., RFI Corporation and Del Me
(Borrowers) and Transamerica Business Cap
Exhibit 10.29 to Del Global Technologies
10-K for the year ended August 2, 2003 an
reference.

10.30 Waiver, Consent and Fourth Amendment to t
Agreement dated as of March 12, 2004, by
Technologies Corp. and General Electric C
successor by assignment to Transamerica B
Exhibit 10.30 to Del Global Technologies
Form 10-Q for the quarterly period ended
incorporated herein by reference.

10.31* Letter Agreement dated as of February 10,
Del Global Technologies Corp. Filed as Ex
Technologies Corp. Current Report on Form
and incorporated herein by reference.

10.32 Non-Competition Agreement dated as of Sep
Del Global Technologies Corp. and Walter
Exhibit 99.01 to Del Global Technologies
8-K filed September 10, 2004 and incorpor

10.33 Separation Agreement and Release dated as
Del Global Technologies Corp. and Thomas
99.01 to Del Global Technologies Corp. Cu
filed September 15, 2004 and incorporated

10.34 Amendment No. 1 dated as of September 15,
dated February 10, 2003 between Mark Koch
Corp. Filed as Exhibit 99.01 to Del Globa
Report on Form 8-K filed September 20, 20
reference.

10.35 Loan Agreement dated as of September 23,
Technologies Corp. ("Del Global") and Vil
subsidiary of Del Global. Filed as Exhibi
Technologies Corp. Current Report on Form
and incorporated herein by reference.
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10.36 Waiver, Consent and Fifth Amendment to th
dated as of September 23, 2004, by and am
Corp., Bertan High Voltage Corp., RFI Cor
Imaging Corp. (Borrowers) and General Ele
successor by assignment to Transamerica B
Filed as Exhibit 99.02 to Del Global Tech
on Form 8-K filed September 28, 2004 and
reference.

10.37 Settlement Agreement dated as of Septembe
United States of America, on behalf of th
acting through the United States Attorney
District of New York, Del Global Technolo
Corporation. Current Report on Form 8-K f
incorporated herein by reference.

10.38 Assignment, Assumption and Amendment of L
2004 among DP 16, LLC, Del Global Technol
Voltage Electronics Corporation. Filed as
Technologies Corp. Current Report on Form
and incorporated herein by reference.

10.39 First Amendment to Villa Loan Agreement d
Del Global Technologies Corp and Villa Si
as Exhibit 99.01 to Del Global Technologi
Form 8-K filed October 26, 2004 and incor

10.40 Sixth Amendment to the Loan and Security
25, 2004 by and among Del Global Technolo
Voltage Corp, RFI Corporation and Del Med
and General Electric Capital Corporation
Business Capital Corporation filed as Exh
Technologies Corp. Current Report on Form
and incorporated herein by reference.

10.41 Consent and Seventh Amendment to the Loan
as of February 2, 2005, among Del Global
High Voltage Corp., RFI Corporation and D
(Borrowers) and GE Business Capital Corpo
Business Capital Corporation filed as Exh
Technologies Corp. Current Report on Form
and incorporated herein by reference.

10.42 Administrative Agreement dated as of Apri
Technologies Corp., RFI Corporation and t
Filed as Exhibit 99.01 to Del Global Tech
on Form 8-K filed April 5, 2005 and incor

10.43 Consent and Eighth Amendment to the Loan
as of April 5, 2005, among Del Global Tec
Voltage Corp., RFI Corporation and Del Me
(Borrowers) and GE Business Capital Corpo
Business Capital Corporation filed as Exh
Technologies Corp. Current Report on Form
incorporated herein by reference.

10.44* Senior Management Incentive Plan filed as
Technologies Corp. Current Report on Form
incorporated herein by reference.

10.45* Severance Benefits Letter Agreement dated
Del Global Technologies Corp. and Walter
Exhibit 99.01 to Del Global Technologies
8-K filed May 25, 2005 and incorporated h

10.46* Severance Benefits Letter Agreement dated
Del Global Technologies Corp. and Mark A.
to Del Global Technologies Corp. Current
25, 2005 and incorporated herein by refer
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* Represents a management contract or compengaltmor arrangement.

(1) Filed herewith.

SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities and Exchange Act of 1934, thgi®eant has duly caused this report tc

EXHIBIT

NUMBER DESCRIPTION OF DOCUM

10.47 Separation Agreement and Release dated as
Global Technologies Corp. and Edward Ferr
Del Global Technologies Corp. Current Rep
2005 and incorporated herein by reference

10.48 Waiver and Ninth Amendment to the Loan an
of June 9, 2005, among Del Global Technol
Voltage Corp., RFI Corporation and Del Me
(Borrowers) and GE Business Capital Corpo
Business Capital Corporation filed as Exh
Technologies Corp. Current Report on Form
incorporated herein by reference.

10.49 Loan and Security Agreement dated as of A
Global Technologies Corp., RFI Corporatio
and North Fork Business Capital Corporati
Del Global Technologies Corp. Current Rep
3, 2005 and incorporated herein by refere

10.50 Second Amendment to Villa Loan Agreement
Del Global Technologies Corp and Villa Si
as Exhibit 10.02 to Del Global Technologi
Form 8-K filed August 3, 2005 and incorpo

14.1 Del Global Technologies Corp. Code of Bus
Filed as an exhibit to the Del Global Tec
Proxy Statement on Schedule 14A filed on
incorporated herein by reference.

21 Subsidiaries of Del Global Technologies C
Del Global Technologies Corp. Annual Repo
ended August 3, 2002 and incorporated her

23.1 Consent of Deloitte & Touche LLP (1).
23.2 Consent of BDO Seidman LLP (1).

31.1 Certification of Chief Executive Officer,
pursuant to Section 302 of the Sarbanes-O

31.2 Certification of Principal Accounting Off
Section 302 of the Sarbanes-Oxley Act of

32.1 Certification of the Chief Executive Offi
pursuant to 18 USC. Section 1350 adopted
the Sarbanes-Oxley Act of 2002 (1).

32.2 Certification of the Principal Accounting
to 18 U.S.C. Section 1350 adopted pursuan
Sarbanes-Oxley Act of 2002 (1).

signed on its behalf by the undersigned, thereduatyp authorized.
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DEL GLOBAL TECHNOLOGIES CORP.

Cct ober 28, 2005 By: /s/ Walter F. Schnei der

Wal ter F. Schnei der
Presi dent and Chief Executive O ficer

Cct ober 28, 2005 By: /s/ Mark Koch

Mar k Koch
Princi pal Accounting O ficer

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

/'s/ James Henderson Director -- Chairnman Cct ober 28, 2005

James Hender son

/sl Wal ter Schnei der Director - President and Cct ober 28, 2005
------------------------- Chi ef Executive O ficer
Wal ter Schnei der

/sl Merrill MPeak Director Cct ober 28, 2005
Merrill McPeak
/sl Gerald M Czarnecki Director Cct ober 28, 2005

Gerald M Czar necki

/sl James Ri sher Director Cct ober 28, 2005

Janes Ri sher
/sl Edgar J. Smith, Jr. Director Cct ober 28, 2005

Edgar J. Smith, Jr.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of D@l Technologies Corp.
Valhalla, New York

We have audited the accompanying consolidated balsimeet of Del Global Technologies Corp. and slidmsés as of July 30, 2005, and the
related consolidated statements of operationsegbbéters' equity and cash flows for the year erdddy 30, 2005. These financial statements
are the responsibility of the Company's managen@unt.responsibility is to express an opinion onfthancial statements based on our audit.

We conducted our audit in accordance with the stadwdof the Public Company Accounting OversightriBq@nited States). Those stande
require that we plan and perform the audit to ebtaasonable assurance about whether the finataieiments are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isrirgl control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigraniglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Companyésnal control over financial reporting.
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evidenppating the amounts and disclosures
in the financial statements, assessing the acaayptinciples used and significant estimates mad@&nagement, as well as evaluating the
overall financial statement presentation. We belithat our audit provides a reasonable basis foopimion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of Del
Global Technologies Corp. and subsidiaries at 30]y2005, and the results of its operations anckish flows for the year ended July 30,
2005, in conformity with accounting principles geally accepted in the United States of America.

/'s/ BDO SEIDVAN, LLP

Val hal I a, New York
Cct ober 14, 2005

F-1



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of D@l Technologies Corp.
Valhalla, New York

We have audited the accompanying consolidated balsineets of Del Global Technologies Corp. andidisnges as of July 31, 2004, and
related consolidated statements of operationsgbbétters' equity and cash flows for each of theafigears ended July 31, 2004 and August
2, 2003. Our audits also included the financidkestent schedule listed in the Index at Item 15(@32t relates to the years ended July 31,
2004 and August 2, 2003. These financial statermamddinancial statement schedule are the respititysdf the Company's management.
Our responsibility is to express an opinion onfthancial statements and financial statement sdeduased on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isrirgl control over financial reporting.
Our audits included consideration of internal cohtiver financial reporting as a basis for desigrandit procedures that are appropriate in
the circumstances, but not for the purpose of esging an opinion on the effectiveness of the Comygadnternal control over financial
reporting. Accordingly, we express no such opinin.audit also includes examining, on a test basiglence supporting the amounts and
disclosures in the financial statements, assessigccounting principles used and significannesttes made by management, as well as
evaluating the overall financial statement preg@raWe believe that our audits provide a reastmbhsis for our opinion.

In our opinion, such consolidated financial statetegresent fairly, in all material respects, tin@ricial position of Del Global Technologies
Corp. and subsidiaries at July 31, 2004, and thelteeof their operations and their cash flowsdach of the fiscal years ended July 31, 2004
and August 2, 2003, in conformity with accountinpiples generally accepted in the United StafeSnoerica. Also, in our opinion, such
financial statement schedule, when considerediatioa to the basic consolidated financial stateim¢aken as a whole, presents fairly in all
material respects the information set forth therein

/'s/ DELO TTE AND TOUCHE, LLP

New Yor k, New Yor k
Cct ober 28, 2004

F-2



DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(DOLLARS IN THOUSANDS)

JULY 3 0, JULY 31,
2005 2004
ASSETS
CURRENT ASSETS:
Cash and cash eqUIValENTS........cccccceevvcces e $ 1, 466 $ 4,755
Trade receivables (net of allowance for doubtful accounts of $1,028 and $888 for 2005
and 2004, reSPeCHiVElY)....covccvveivceeeeces e 14, 218 12,900
INVENEOMIES. v 14, 852 15,122
Assets attributable to discontinued operation, at net realizable value.................... - 4,369
Prepaid expenses and other CUurrent assetsS......... e 724 1,068
Total CUIMMENt ASSELS....ccoieeiiieeiiieiiieee 31, 260 38,214
NON-CURRENT ASSETS:
Fixed assets, Net.........cccceevvvvvvvenrvennns 6, 485 6,907
Deferred income tax assets. 841 1,102
GoodWill.......cccuvviiiiiiii, 1, 911 1,911
Other intangible assets, net..................... 38 103
Other assets...........ouvvvvvevvvevvvevvieenenns 241 1,024
Total NON-CUMENE ASSES..uuuviiieiiieiieeeiees s 9, 516 11,047
TOTAL ASSETS..oiiiiiiiiiiiii it $ 40, 776 $ 49,261

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..............cccueene
Accrued liabilities...........cccoovvrennene
Net liabilities attributable to discontinued oper
Litigation settlement reserves..................
Income taxes payable............cccceeernrrne

Total current liabilities.......................

NON-CURRENT LIABILITIES:
Long-term debt.........ccccovvvvieiinieniinnnnn
Subordinated note.........
Other long-term liabilities.....................

Other liabilities attributable to discontinued op

Total non-current liabilities...................

Total liabilities..........cccceeevierennnenn.
COMMITMENTS AND CONTINGENCIES
MINORITY INTEREST IN SUBSIDIARY ......ccvcvvrnene
SHAREHOLDERS' EQUITY:

Common stock -- $.10 par value; authorized - 20,0

11,252,958 and 10,978,581 shares at July 30, 20

Additional paid-in capital..............cc.cc...

Accumulated other comprehensive income...........

Accumulated defiCit.........cccccvveerinienninns

Less common stock in treasury - 622,770 shares an

2005 and July 31, 2004........cccoverevereens

Total shareholders' equity...........ccccce.n.

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY..........

See notes to consolidated financial statements

JULY 30,
2005

00,000 shares; issued -
05 and July 31, 2004.................. 1,12

[ee]

'Twoo o

JULY 31,
2004



DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(DOLLARS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

FISCAL YEARS ENDE D
JULY 30, JULY 31, AUGUST 2,
2005 2004 2003
NET SALES. ..o s $ 84,872 $ 83,827 $ 68,212
COSTOF SALES......ccoiiiiiieiiieeieeeee e, 62,591 62,512 52,542
GROSS MARGIN. ..o e, 22,281 21,315 15,670
Selling, general and administrative.............. . 16,452 15,907 17,904
Research and development........ccccccoeeeeeeee. 1,636 1,562 1,593
Litigation settlement costs.......ccccceeeeeee. 300 3,652 2,126
Facilities reorganization costs......ccccceeee.. -- -- 128
Total operating eXpenses.......ccccveeeeeeeee e, 18,388 21,121 21,751
OPERATING INCOME (LOSS)...ccooovviiiiiiicieeee e, 3,893 194 (6,081)
Interest expense (net of interest income of $0, $20
and $10 in 2005, 2004 and 2003, respectively). . (1,350) (1,796) (1,340)
Other iNCOMe.......covvvivviiiiciieieiees e 97 123 596
INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE INCOME TAXES
AND MINORITY INTEREST 2,640 (1,479) (6,825)
INCOME TAX PROVISION .....cccoviieiiirienne 2,054 8,691 8,233
INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE MINORITY INTEREST.. 586 (10,170) (15,058)
MINORITY INTEREST ....ooiiiiiiiiiiiiciieiienee s 393 559 115
INCOME (LOSS) FROM CONTINUING OPERATIONS........... . oo 193 (10,729) (15,173)
DISCONTINUED OPERATION....coceiiiivienicieeees et 199 (5,095) 128
NET INCOME (LOSS)....ccoovmiiiiiniiiiiisieneees e $ 392 $ (15,824) $ (15,045)
NET INCOME (LOSS) PER BASIC SHARE
Continuing operations.... $ 002 $ (1.04) $ (1.46)
Discontinued operation.............cccccceeuee 0.02 (0.49) 0.01
Net income (loss) per basic share.............. ... $ 004 $ (1.53) $ (1.45)
NET INCOME (LOSS) PER DILUTED SHARE
Continuing operations $ 001 $ (1.04) $ (1.46)
Discontinued operation 0.02 (0.49) 0.01
Net income (loss) per diluted share $ 003 $ (1.53) $ (1.45)
Weighted average shares outstanding - Basic 10,490 10,334 10,341
Weighted average shares outstanding - Diluted 11,465 10,334 10,341

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

CONSOLIDATED STATEMENTS OF CASH FLOWS
(DOLLARS IN THOUSANDS)

FISCAL YEARS ENDED
JULY 30, JULY 31, AUGUST 2,
2005 2004 2003
CASH FLOWS FROM OPERATING ACTIVITIES
Income (loss) from continuing operations............ L. $ 193 $ (10,72 9) $ (15,173)
Adjustments to reconcile net income (loss) to net ¢ ash provided by
(used in) operating activities:
Depreciation and amortization..........ccccccce.c.. e 1,303 1,42 5 2,611
Deferred income tax provision.................... 276 7,67 8 7,950
Loss on sale of fixed assets.............c....... 100 5 0 42
Non cash litigation settlement costs.. - 35 0 -
Non cash pension Cost..........ccoccveeeennins 492 ( 9) -
Imputed interest - subordinated note............. 196 17 5 177
Minority interest........cccccccveveeeeeennnnn. 393 55 9 115
Stock based compensation expense................. 39 3 8 135
Other.......ooiiiiiiieeeiee e - - (29)
Changes in operating assets and liabilities:
(Increase) decrease in trade receivables......... . L (1,368) 30 9 3,783
(Increase) decrease in inventories................ L 345 (1,29 1) 3,587
(Increase) decrease in prepaid expenses and other current assets........... 348 (31 8) 1,018
Decrease in other assets..........ccccceeueee. 710 22 5 216
Decrease in income tax receivable 54 5 4 4,086
Increase (decrease) in accounts payable - trade.. (1,764) 3,35 1 (2,104)
Increase (decrease) in accrued liabilities....... (3,314) 3,48 5 (1,559)
Payment of accrued litigation settlement costs (5,092) - -
Increase (decrease) in income taxes payable...... L (640) 83 3 (126)
Increase (decrease) in other long-term liabilitie Sttt re e 230 (19 4) 84
Net cash provided by (used in) operating activities
of continuing OpPerationS........ccccccvevvceeeees e (7,499) 5,99 1 4,813
Net cash provided by discontinued operation........ L 3,463 2,22 9 128
Net cash provided by (used in) operating activities L. (4,036) 8,22 0 4,941
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed assets purchases...........ccccceeeeinnee. (891) (51 7 (1,971)
Proceeds from sale of fixed assets............... - 5 0 -
Proceeds from sale of marketable securities and i nvestment................ - - 45
Net cash used in investing activities............... L (891) (46 7 (1,926)
CASH FLOWS FROM FINANCING ACTIVITIES
Borrowing (repayment) of bank borrowings.......... 1,583 (4,22 4) (2,630)
Exercise of stock options and warrants........... 364 2 -
Dividend paid to minority shareholders........... (502) 43 0) -
Net cash provided by (used in) financing activites . 1,445 (4,65 2) (2,630)
EFFECT OF EXCHANGE RATE CHANGES ON CASH.......c.... e 193 27 3 101
CASH AND CASH EQUIVALENTS INCREASE (DECREASE) FOR THE YEAR...........c....... (3,289) 3,37 4 486
CASH AND CASH EQUIVALENTS, BEGINNING OF THE YEAR... ..ccooiiiiiiieiiiens 4,755 1,38 1 895
CASH AND CASH EQUIVALENTS, END OF THE YEAR.......... i $ 1466 $ 4,75 5 $ 1,381
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for interest......... $ 654 % 1,29 6 $ 999
Cash paid during the period for income taxes..... 2,221 32 2 429

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 IS

BALANCE, AUGUST 3, 2002............... 10,976,081

Shares received in legal settlement...

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

Comprehensive Loss:

Accumulated unfunded obligation for
Pension trust............cceeeeeee
Foreign exchange....................

Total comprehensive loss............

BALANCE, AUGUST 2, 2003..
Issuance of stock on exercise of
OPLIONS....eveiieriiireieereee 2,500
Compensation cost of non-employee
stock options and warrants issued...
Warrant modification costs............
Comprehensive Loss:
Net LoSS......cccooeviieiiriinnnn.
Accumulated unfunded obligation for
pension trust..... .
Foreign exchange....................

10,976,081

. 10,978,581

ACCUMULATED
OTHER
OBLIGATION COMPRE-
SUED ADDITIONAL TO ISSUE HENSIVE
—————— PAID-IN SHARES & INCOME ACCUMULAT
AMOUNT CAPITAL WARRANTS (LOSS) DEFICIT

$1,097$ 63547$ -$ (229)% (21,7
135
(15,0
16
776

$1,097$ 63,682 % -$ 563 $ (36,8

1 2
38
350
(15,8
(9)
238
$1,098$ 64072% -$ 792 $ (52,6

TREASURY STOCK
72) 628,566 $(5,502) $ 37,141
14,967 (44)  (44)
135
45) (15,045)

16
776

38
350

24) (15,824)

(9
238

41) 643,533 $(5,546) $ 7,775
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(DOLLARS IN THOUSANDS)

ACCUMULATED
OTHER
COMMO N OBLIGATION COMPRE-
STOCK | SSUED ADDITIONAL TO ISSUE HENSIVE TREASURY STOCK
————————————————— PAID-IN SHARES & INCOME ACCUMULAT ED -
SHARES AMOUNT CAPITAL WARRANTS (LOSS) DEFICIT SHARES AMOUNT TOTAL

BALANCE, JULY 31, 2004................. 10,978,581 $1,098% 64,072 % -$ 792$ (52,6 41) 643,533 $(5,546) $7,775
Issuance of stock on exercise of

OPLIONS...cviiiiieiieieeiee, 248,421 24 253 - 277
Issuance of stock on exercise of

WarrantS.......cccveeeeiveeeennnns 25,956 3 84 87
Compensation cost of non-employee

stock options and warrants issued.... 39 39
Correction of treasury shares.......... (20,763)
Comprehensive Income:

Net Income..........ccocvverinnnne 3 92 392

Reversal of accumulated unfunded

obligation for pension trust....... 417 417

Foreign exchange.............c.c..... 241 241

Total comprehensive income.. 1,050
BALANCE, JULY 30, 2005 11,252,958 $1,1253% 64,448 % -$ 1,4508% (52,2 49) 622,770 $(5,546) $9,228

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 Tewlogies Corp. ("Del Global") together with itdsidiaries (collectively, the
"Company"), is engaged in two major lines of busiiéMedical Systems Group and Power Conversionrbioe Medical Systems Group
segment designs, manufactures and markets imagthdiagnostic systems consisting of stationarygorthble x-ray imaging systems,
radiographic/fluoroscopic systems, mammographyesystand dental systems. The Power Conversion Geegipent designs, manufactures
and markets key electronic components such asftramsrs, noise suppression filters and high volteagacitors for use in precision
regulated high voltage applications. Del Globaldpicts are sold throughout

As of July 31, 2004, the Company's Board committea plan to dispose of its Del High Voltage Diwisi("DHV") and on October 1, 2004,
we sold this division for a purchase price of $3illion, plus the assumption of approximately $tBlion of liabilities. Accordingly, the
results of operations have been reclassified tavghis division as a discontinued operation. SeteNg Discontinued Operation.

PRINCIPLES OF CONSOLIDATION The consolidated financial statements are prepametie accrual basis of accounting, which confc
to accounting principles generally accepted inUnéed States of America, ("U.S. GAAP") and inclutie accounts of Del Global and its
subsidiaries. All material intercompany accounts ansactions have been eliminated.

USE OF ESTIMATES The preparation of the consolidated financialestants in conformity with U.S. GAAP requires marragat to mak
estimates and assumptions that affect the repartemints of assets and liabilities and disclosur@atingent assets and liabilities at the date
of the consolidated balance sheets, as well agteghbamounts of revenues and expenses during ploetirey period. Actual results could

differ from those estimates.

Significant estimates underlying the accompanyimgsolidated financial statements include the allosesfor doubtful accounts, allowance
for obsolete and excess inventory, realizabilitgleferred income tax assets, recoverability ofrigtiales and other long-lived assets, and
future obligations associated with the Compantigation.

ACCOUNTING PERIOD - The Company's fiscal year-esithased on a 52/53-week cycle ending on the Satmekxest to July 31. Results
of the Company's 80% owned subsidiary, Villa Sistetadicali S.p.A. ("Villa") are consolidated intoeDGlobal's consolidated financial
statements based on a fiscal year that ends on3luaed are reported on a one-month lag.

CASH AND CASH EQUIVALENTS - The Company consideighily liquid instruments readily convertible to kmo amounts of cash with
original maturities of three months or less (meadudrom their acquisition date) to be cash equivsle

FOREIGN CURRENCY TRANSLATION - The financial statents of our foreign subsidiary are translated i8. dollars in accordance
with SFAS No.52, "Foreign Currency Translation," & the functional currency of a foreign subsidiarigs local currency, balance sheet
accounts are translated at the current exchanganakincome statement items are translated avidrage exchange rate for the period. C
and losses resulting from translation are accuradlat a separate component of stockholders' eqhere the local currency of a foreign
subsidiary is not its functional currency, finan@tatements are translated at either currentstofical exchange rates, as appropriate. These
adjustments, along with gains and losses on cwyrgansactions, if any, are reflected in the coidstéd statements of income.

INVENTORIES -Inventories are stated at the lower of cost orketaralue. Cost is comprised of direct materiald, avhere applicable, dire
labor costs and overhead that has been incurrgdriaporting the inventories to their present limraind condition. Engineering costs
incurred to set up products to be manufactured fmustomer purchase order are capitalized whescihyge of the purchase order indicates
such costs are recoverable. Such costs are inclndedrk-in-process inventory and amortized on asushipped basis over the life of the
customer order from the date of first shipment.t@salculated using the FIFO method. Market vakmresents the
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estimated selling price less all estimated cost®topletion and costs to be incurred in marketieing and distribution.

FIXED ASSETS, NET - Fixed assets, net are statewsttless accumulated depreciation and amortiza®eplacements and major
improvements are capitalized; maintenance andnepeé expensed as incurred. Gains or losses ehdispositions are included in the
determination of net income or loss. Depreciat®odmputed utilizing the straight-line method. Tst of leasehold improvements is
amortized over the shorter of the useful life @& tbrm of the lease.

Depreciable lives are generally as follows:

DESCRIPTION USEFUL LIVE S
BUIIAINGS...ccoiiiiiiiiiiiie s e 25-33

Machinery and equIpPMeNt........coovvviicicccccces e 5-15

Furniture and fiXtUIeS.......cccovvcvernnccieees e 5-10

Transportation €qUIPMENt.....cccccvieeiniicce e 3-4

Computer and other eqUIPMEeNt......cccccevvccceeees e 3-7

RECOVERABILITY OF LONG-LIVED ASSETS - The Companyauates the carrying amounts of long-lived as§etduding intangibles)

to determine if events have occurred which woutfuiree modification to the carrying values. In ealog carrying values of long-lived

assets, the Company reviews certain indicator®tntial impairment, such as undiscounted projectsth flows and business plans. In
accordance with the provisions of SFAS 144, inghent that impairment has occurred, the fair valuthe related asset is determined and the
Company records a charge to operations calculatedimparing the asset's carrying value to the edéichfair value. The Company estimates
fair value based on the best information availabddking whatever estimates, judgments and projextioa considered necessary.

DEFERRED FINANCING COSTS, NET - Financing costgliing fees, commission and legal expenses aiitatiapd and amortized on a
straight line basis, which approximates the intemgsthod, over the term or expected term of theviaeit loan. Amortization of deferred
financing costs is included in interest expense.

GOODWILL - Goodwill represents the excess of thetad acquisitions over the fair value of the idéable assets acquired and liabilities
assumed. Effective August 4, 2002, the Company teddptatement of Financial Accounting Standard6£S") No. 142, "Goodwill and
Other Intangible Assets," which established newanting and reporting requirements for goodwill atlder intangible assets. Under the
provisions of SFAS No 142, the Company ceasedoaltigill amortization effective August 4, 2002.

OTHER INTANGIBLES, NET - Other intangible assete #ine Company's distribution network and non-compgreements acquired with
the purchase of certain assets of a subsidiagngibles are being amortized on a straight-linéshager their estimated useful lives, which
range from 5 to 10 years. Accumulated amortizatiwrother intangibles was $615 and $550 at July2B05 and July 31, 2004, respectively.
In connection with the fiscal 2003 adoption of SFAR, the Company reviewed the useful life andsifiasition of these assets and
determined that they continue to be appropriaté,aatordingly will continue to be amortized in fréperiods.

REVENUE RECOGNITION -- The Company recognizes rexeapon shipment, provided there is persuasivesaecil of an arrangement,
there are no uncertainties concerning acceptaheeales price is fixed, collection of the recelgab probable and only perfunctory
obligations related to the arrangement need toob#pteted. The Company maintains a sales returwatioe, based upon historical patterns,
to cover estimated normal course of business retimaluding defective or out of specification puotl The Company's products are covered
primarily by one year warranty plans and in sonsesaptional extended warranties for up to fivayeae offered. The Company establishes
allowances for warranties on an aggregate basispecifically identified, as well as anticipatedivanty claims based on contractual terms,
product conditions and actual warranty experiencprbduct line. The Company recognizes servicemmegavhen repairs or out of warranty
repairs are completed. The

F-10



Company has an FDA obligation to continue to previgpair service for certain medical systems fotoupeven years past the warranty
period. These repairs are billed to the customtensaaket rates.

The Company records shipping and handling feesditlb customers in accordance with the provisidriseEmerging Issues Task Force
("EITF") No. 00-10, "Accounting for Shipping and hdling Fees and Costs." The EITF provides thatghgand handling fees billed to
customers be reflected in net sales and requimiti@thl disclosure if costs incurred for shippiagd handling are not included in costs of
sales.

RESEARCH AND DEVELOPMENT COSTS - Research and dgwelent costs are recognized as an expense in tiogl i@ which they are
incurred.

INCOME TAXES - Deferred income tax assets and litdes represents the effects of the differencds/ben the income tax basis and
financial reporting basis of assets and liabilii¢she tax rates expected at the time the deféasetiability or asset is expected to be settle
realized. Management provides valuation allowarggsnst the deferred tax asset for amounts whielmatr considered "more likely than n
to be realized.

NET INCOME (LOSS) PER SHAR- Net income (loss) per share is computed by digjdiet income (loss) by the weighted average numbe
of common shares outstanding during the year. Tieeteof the assumed exercise of options and wesranpurchase common stock are
excluded from the calculation of loss per sharemitheir inclusion would be anti-dilutive.

CONCENTRATION OF CREDIT RISK - Financial instrumsmwhich potentially subject the Company to cone#itns of credit risk are
cash equivalents, investments in marketable sezsiand trade receivables. With respect to accoentivable, the Company limits its credit
risk by performing ongoing credit evaluations anwtlen deemed necessary, requiring letters of crgdétrantees or collateral. Management
does not believe significant risk exists in conimtvith the Company's concentrations of creditidy 30, 2005.

STOCK-BASED COMPENSATION - The Company accountssimck based employee compensation arrangemeatsandance with
Accounting Principles Board Opinion ("APB") No. 2&¢counting for Stock Issued to Employees, and d@spvith the disclosure provisio

of SFAS No. 123, Accounting for Stock-Based Compéing. Under APB 25, compensation expense is basdhe difference, if any,

between the fair value of the Company's stock hedekercise price of the option. Options are gdiyageanted at the fair market value at the
date of grant. The Company accounts for equityumsénts issued to non-employees in accordancethétprovisions of SFAS No. 123 and
Emerging Issues Task Force ("EITF") Issue No. 96x&8ounting for Equity Instruments That Are Issuedther Than Employees for
Acquiring, or in Conjunction with Selling, Goods $ervices. All transactions in which goods or sesgiare the consideration received for
issuance of equity instruments are accounted feedban the fair value of the consideration receiwetthe fair value of the equity instruments
issued, whichever is more reliably measurable. Mbasurement date of the fair value of the equigriments issued is the date on which the
counter party's performance is complete.

FOR FISCAL YEARS ENDE D

JULY 30,2005 JULY 31,2004 A UGUST 2, 2003
Net income (loss) - as reported:.......ccccceeeeee. L $ 392 $§ (15,824) $ (15,045)
Total stock-based awards under fair value method... ... (292) (456) (644)
Pro forma net income (10SS).....ccccovevvceeveeee. $ 100 $ (16,280) $ (15,689)
Income (loss) per share -- Basic
AS TEPOMEd.....cccviieviee e eeeeeeee e, $ 0.04 $ (1.53) $ (1.45)
Proforma.....ccoovviiiiiiiiiiiiiieiceeee $ 0.01 $ 1.57) $ (1.51)
Income (loss) per share -- Diluted
AS TepPOrted....cccovieiiie i e, $ 0.03 $ (1.53) $ (1.45)
Pro forma.....ccccoovveviieiiiiiciieeseeeeee e, $ 0.01 % (1.58) $ (1.52)
Weighted average number of shares outstanding - Bas ICeveeiiins 10,490,178 10,333,668 10,341,430
Weighted average number of shares outstanding - Dil uted......... 11,464,718 10,333,668 10,341,430



The fair value of the options used for the abovdgrma disclosures were determined on the dateasftgising a Black-Scholes option
pricing model. These options were valued basederdlowing assumptions: an estimated life of seyears, volatility ranging from 40% to
90%, risk free interest rate from 5% to 6.8%, aadlividend yield.

EFFECTS OF NEW ACCOUNTING PRONOUNCEMENTS - In Ded®n2004, the Financial Accounting Standards B§4r4SB")

issued Statement of Financial Accounting Stand@®ISAS") No. 153, "Exchanges of Nonmonetary As8athich eliminates the exception
for nonmonetary exchanges of similar productiveetssand replaces it with a general exception foharges of nonmonetary assets that do
not have commercial substance. SFAS No. 153 wilbbe effective for nonmonetary asset exchangesidiegun fiscal periods beginning
after June 15, 2005. The Company does not belleradoption of SFAS No. 153 will have a materigbawt on the Company's financial
statements.

In December 2004, the FASB issued SFAS No. 123"&)are-Based Payment," which established standardsansactions in which an
entity exchanges its equity instruments for goaus services. This standard requires a public ettditpeasure the cost of employee services
received in exchange for an award of equity instots based on the grant-date fair value of the dvildris eliminates the exception to
account for such awards using the intrinsic mettrediously allowed under APB Opinion No. 25. SFA8 N3 (R) will be effective for

fiscal years beginning after June 15, 2005. Thiestant does not require restatement of previosslydd statements and can be applied on a
prospective basis. The Company is in the processalfiating the impact the adoption of this statemeéll have on its financial statements.

In November 2004, the FASB issued SFAS No. 15Ne€ihtory Costs, an amendment of ARB No. 43, Chaftefhis Statement amends the
guidance in ARB No. 43, Chapter 4, "Inventory Rrigl' to clarify the accounting for abnormal amounitédle facility expense, freight,
handling costs and wasted material (spoilage),ineguthat those items be recognized as curreribgaharges. In addition, this Statement
requires that allocation of fixed production oveatie to the costs of conversion be based on theat@apacity of the production facilities.
The provisions of this statement are effectivefiferal years beginning after June 15, 2005, witlyespplication permitted. The Company is
in the process of evaluating the impact the adopgicthis statement will have on its financial staents.

In May 2005, the FASB issued SFAS No. 154, "AccoqnChanges and Error Corrections, a replacemeAP& Opinion No. 20 and SFAS
No. 3." This Statement provides guidance on thewaaiing for and reporting of accounting changesemadr corrections. It establishes, un
impracticable, retrospective application as thesiregl method for reporting a change in accountirigaiple, in the absence of explicit
transition requirements specific to the newly addccounting principle. This Statement also previguidance for determining whether
retrospective application of a change in accourpirigciple is impracticable and for reporting a tga when retrospective application is
impracticable. The correction of an error in presly issued financial statements is not an accograthange. However, the reporting of an
error correction involves adjustments to previous$ued financial statements similar to those galyespplicable to reporting an accounting
change retrospectively. Therefore, the reporting obrrection of an error by restating previousbkuied financial statements is also addressed
by this Statement. This Statement is effectiveafrounting changes made in fiscal years beginrfieg Becember 15, 2005. The Company
does not believe the adoption of SFAS No. 154 wédlle a material impact on the Company's finantééments or results of operations.

In March 2005, the FASB issued FASB InterpretaitiN") No. 47, "Accounting for Conditional AsseeRrement Obligations." FIN No. ¢
provides guidance relating to the identificatioraofl financial reporting for legal obligations terfprm an asset retirement activity. The
Interpretation requires recognition of a liabilftr the fair value of a conditional asset retiretn@ligation when incurred if the liability's fair
value can be reasonably estimated. FIN No. 47dd§éioes when an entity would have sufficient infatian to reasonably estimate the fair
value of an asset retirement obligation. The pioniss effective no later than the end of fiscahggeending after December 15, 2005. The
Company does not believe the adoption of FIN Now#l7have a material impact on the Company's ftiahstatements or results of
operations.
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2. DISCONTINUED OPERATION

On October 1, 2004, the Company completed theafate Del High Voltage Division ("DHV") for a put@ase price of $3.1 million, plus the
assumption of approximately $0.8 million of liabés. This division was formerly part of the Pov@anversion Group and designed,
manufactured and marketed proprietary precisiongg@enversion subsystems for medical as well ais@rindustrial applications. The
results of operations of this division are showmaiscontinued operation in the accompanying fir@rstatements.

Certain information with respect to the discontidugeration is summarized below:

JULY 30, JULY 3 1, AUGUST 2,
YEARS ENDED 2005 2004 2003
REVENUES....ooiiiviiiieie s e $ 1,899 $ 15,6 55 $ 30,407
Net income (loss) before income taxes............... 199 (5,0 95) 128
INCOME tAXES...vviiiiiiiiiiiiiiiieeeee e -- -- --
Income (loss) from discontinued operation, net..... L 199 (5,0 95) 128

Income from discontinued operation, net for fisgedr 2005, includes two months of operations thinaihg October 1, 2004 disposition date
and a gain on the sale of the DHV assets of $24s frmm discontinued operation for fiscal 2004 uiniels impairment charges of $3,481
related to the write down of the DHV assets toreatizable value, including a goodwill write off $1,328 and an intangible asset write off of
$125 related to the DHV business. These impairmeate recorded during the second quarter of figeat 2004.

Assets attributable to discontinued operation cgimgj of current assets of $4,369 at net realizaslee are classified as current assets on the
July 31, 2004 balance sheet. Net liabilities, cstirgg of current liabilities of $958 assumed by lhuyer, are classified as current liabilities on
the July 31, 2004 consolidated balance sheet.

3. INVENTORIES

JULY 30, 2005 JULY 31, 2004

Inventories consists of the following:
Raw materials and purchased parts...........ceee. e $ 12540 $ 10,839
WOrK-IN-PrOCESS....uvviieiiiiiiieeiiiieeeecees e 2,615 2,974
Finished goodsS.....ccccccevvvviiviiciiiiiiees e 2,714 3,845

17,869 17,658
Less: allowance for obsolete and excess inventories L (3,017) (2,536)
Total INVeNtOrES Net..cvvvvieiieiieieeeeeeee e $ 14,852 % 15,122

The Company has pledged all of its inventorieqiaW.S. having a net carrying amount of approxitge#6,203 and $5,193 at July 30, 2005
and July 31, 2004, respectively, to secure itsitfadility with its lender.

4. FIXED ASSETS
Fixed assets consist of the following:

JULY 30, 2005 JULY 31, 2004

LaNd. .o e, $ 694 $ 694
BUildingS.....cooviiiiiiiiiiceiieieeeee e 6,092 5,983
Machinery and equipment........cccccocevvviceeeees e 6,218 6,074
Furniture and fixtures..........ccccceeevvveeee. L 699 697
Leasehold improvementS......cccccoceevevvvveeeeeee e 1,173 813
Transportation equipment.......ccccceevvvvceeeneee e 66 72
Computers and other equipment........cccccceeeeeee. L 4,090 3,934
19,032 18,267
Less: accumulated depreciation and amortization.... L (12,547) (11,360)
Fixed @assets, Net.....cccoovvvevcvcncnincceee e $ 6,485 $ 6,907




The Company has pledged all of its fixed assetbanlJ.S. having a net carrying amount of approxalya$1,973 and $2,332 at July 30, 2005
and July 31, 2004, respectively, to secure itsitfadility with its lender. Included in fixed agsds the Villa building which is subject to a
capital lease. Included in the table above aret@dpases in the amount of $3,747 and $3,745lgt30y 2005 and July 3, 2004, respectively.
Accumulated amortization relating to capital leases $590 and $480 at July 30, 2005 and July 314 2@spectfully. Amortization expense
relating to capital leases was $110, $133 and 86fidtal 2005, 2004 and 2003, respectively.

Depreciation expense for fiscal years 2005, 20@42003 was $1,238, $1,359 and $1,291, respectively.
5. GOODWILL AND OTHER INTANGIBLE ASSETS

Effective August 4, 2002, the Company adopted SEAE Goodwill and Other Intangible Assets, whictabished new accounting and
reporting requirements for goodwill and other irgdate assets. Under SFAS 142, all goodwill amotiimaceased effective August 4, 2002.
Recorded goodwill was tested for impairment by carig the fair value to the carrying value for repw units within the Power Conversi
Group and for the Medical Systems Group. Fair vatas determined using a discounted cash flow medisagell as a review of valuation
parameters for comparable publicly traded compaiiieis impairment test is required to be perforraeddoption of SFAS 142 and at least
annually thereafter. Based on the initial impairirtest and an update to the discounted cash flalysis conducted during the fourth quarter
of fiscal 2004, it was determined that none ofdgbedwill recorded was impaired. Impairment adjusitagecognized after adoption, if any,
generally are required to be recognized as opgratipenses.

During fiscal year 2004, due to continuing opemlimsses at the Company's Del High Voltage divisiba Company concluded that
sufficient indicators of impairment were presentvarrant a review of the goodwill and intangiblsets of this reporting unit. In accordance
with the provisions of SFAS 142, based on a vatuatif this reporting unit, the Company compareditiglied fair value of the goodwill to
the actual carrying value at January 31, 2004 camdluded an impairment loss of $1,328 had occuskedordingly, a charge of $1,328 was
recorded during the second quarter of fiscal y@@#2avhich is reflected in the loss from Discontidu@peration on the accompanying
financial statements.

During fiscal 2004 and 2005, the company upda&8RAS 142 valuation, and concluded that the remgigoodwill of $1,911, which relat
to its Medical Systems Segment was not impairegbah respective balance sheet date.

In connection with the adoption of SFAS 142, therfpany reviewed the useful lives and the classificadf identifiable intangible assets a
determined that they continue to be appropriateséhdentifiable assets were acquired in conneetiinbusiness combinations prior to July
1, 2001.

The Company also conducted an impairment testeo€éirying value of non-compete agreements retatéfie Del High Voltage division. In
accordance with the provision of SFAS 144, the Camypcompared the expected future cash flows retatéite non-compete agreements to
the carrying value and concluded an impairmentdd$1 25 had occurred. Accordingly, the Companyrded a charge of $125 during the
second quarter of fiscal year 2004 which is reéiddh the loss from Discontinued Operations onat@mpanying consolidated financial
statements.

The components of our amortizable intangible assetas follows:

JULY 30, 2005 JULY 31 , 2004
GROSS CARRYING ACCUMULATED GROSS CARRYING ACCUMULATED
AMOUNTS AMORTIZATION AMOUNTS AMORTIZATION
Non-Compete Agreements............ccceeeueeennee. $ - $ - $ - $ -
Distribution Network...............cccceeviene 653 615 653 550
Total..oo e $ 653 $ 615 $ 653 $ 550
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Amortization expense for intangible assets duriagal years 2005, 2004 and 2003 was $65, $66, &#d fespectively. Amortization expel
of $40 was included in results of discontinued afien for fiscal 2003. Estimated amortization exgeefor fiscal 2006 and the five succeel
fiscal years is as follows:

There are no components of intangible assets that &n indefinite life.
6. PRODUCT WARRANTIES

The Company's products are covered primarily byyeer warranty plans and in some cases optionahéed contracts may be offered
covering products for periods up to five years,afefing upon the product and contractual termslef e Company establishes allowances
for warranties on an aggregate basis for spedyid@éntified, as well as anticipated, warrantyiicia based on contractual terms, product
conditions and actual warranty experience by prolioe.

The activity in warranty accounts is as follows:

JULY 30, 2005 J ULY 31, 2004
Balance at beginning of year........cccceccceeee. s $ 1,030 $ 670
Accruals of warranty Claims..........cccoceeeeee. e 410 1,114
Costs incurred related to warranty claims........ s (400) (754)
Balance atend of year.........ccccoevvevvveeeees e $ 1,040 $ 1,030
7. SHORT-TERM CREDIT FACILITIES AND LONG-TERM DEBT
Short-term credit facilities are summarized asofoi:
JULY 30, 200 5 JULY 31, 2004
Revolving lines of credit:
DOmMeStiC.....occvveeeiraenne $ 5,051 $ 2,699
Foreign......cccccvveveveneenenn. -- --
$ 5,051 $ 2,699

As of July 30, 2005, the Company had a $5,000 seai®lving credit agreement, as amended, entetedon June 10, 2002 with
Transamerica Corporation (the "GECC Facility")Jamuary 2004, GE Business Capital Corporation ("GBCompleted the acquisition of
Transamerica Corporation and assumed the owneaskigdministration of our US credit facility. THi&ility, as amended, expired Augus
2005 and was refinanced by the Company with andémeler. Interest under the GECC Facility was basethirty day commercial paper
rates plus a margin of 3.5%. The interest rateherGECC Facility was 4.75% at July 30, 2005 an&®ad July 31, 2004. The GECC Facility
was subject to commitment fees of 3/8% on the dailysed portion payable monthly. Under terms ofGRCC Facility, interest was
calculated based on the higher of the actual balasrca floor revolving credit balance of $5,000atdition the facility was subject to a $10
per month additional fee for each month it remaioetstanding past December 2004. The GECC Fauikty secured by substantially all of
the Company's accounts receivable, inventory, ied fassets in the US. The terms of the GECC RBacduired the Company to comply
with various operational and financial covenants] placed limitations on the Company's ability taka capital expenditures and to pay
dividends. During Fiscal 2004, the Company had dired various financial covenants contained in Bsddedit facility and obtained waivers
in each instance. In Fiscal 2005, the Company wasinpliance with the above various covenants, thighexception of a breach the fixed
charge coverage ratio during the third quarteisafal 2005. On June 9, 2005 the Company and GE@t&dithe Ninth Amendment to the
GECC Facility. This Ninth Amendment waived the evehdefault arising from the Company's non-compdiawith the fixed charge
coverage ratio covenant. In addition the Ninth Adreent lowered the minimum availability covenant einthe line from $500,000 to
$250,000.
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On August 1, 2005, the Company entered into a theee revolving credit and term loan facility withoNh Fork Business Capital (the "No
Fork Facility") and repaid the GECC facility. Thefth Fork Facility provides for a $6,000 formulaskd revolving credit facility based on
the Company's eligible accounts receivable andntorg as defined in the credit agreement. In adudjtthe Company borrowed $2,000 under
a term loan facility secured by the Company's Bagr8, New York building. Interest on the revolviorgdit borrowings is payable at prime
plus 0.5 % or alternatively at a LIBOR rate plus%. The $2,000 term loan is repayable in 36 mornitidtallments of $17 with the a balloon
payment of the remaining balance due at the matinrithree years. Interest on the term loan is peymonthly at prime plus 0.75 % or a
LIBOR rate plus 2.75%. At the closing on Augus@05 the Company had $1,700 of availability underNorth Fork Facility, of which

North Fork has reserved $1 million against posdibgtion settlements as described more fully.@gal Proceeding:

The North Fork Facility is subject to commitmeng$eof 0.5% per annum on the daily-unused portiagh@facility, payable monthly. The
Company granted a security interest to the lendetsoUS credit facility in substantially all oksiccounts receivable, inventory, fixed assets,
and intellectual property in the US. Managemeniebek that its debt obligations are stated atvigine, because the interest rates on its credit
lines are indexed with either the Prime Rate orQRB

In addition to the domestic credit facilities dissed above, the Company has certain short-ternit aedities at its Villa subsidiary, with
interest rates ranging from 5.0% to 12.0%. Thd &tgount outstanding on the Villa short-term créddilities at July 30, 2005 and July 31,
2004 was $0 and $0, respectively. In addition,fakity 30, 2005 and July 31, 2004, approximateR/Smillion of excess borrowing
availability was in place under these facilities.

LONG-TERM DEBT - Long-term debt was comprised o following:

JULY 30,2005 JULY 31, 2004 INTEREST RATE

Italian subsidiary's total long-term debt:

Capital lease obligation........c..ccooeeveeee. L $ 2,907 $ 3,073 5.0%

Medium-term credit facilities with commercial ins titutions.. 624 936 Euribor + 1.0%

ltalian Government long-term loans............... ... 1,548 1,797 3.4%

5,079 5,806

Less current portion........ccccveeevvcveeenneees (783) (730)
Long-termdebt......c.cccooveviieiviiciiieeeeees $ 4,296 $ 5,076

The variable interest rate at July 30, 2005 ang 3] 2004 on the medium-term credit facility, kthea the formula Euribor + 1%, was 3.1%.

The principal of the medium-term credit facilitypayable on a semi-annual basis and interest pagraes due on a quarterly basis through
March 2007. Payments relating to the two Italiarv&ament long-term loans are due annually througitrirary 2010, and September 2010,
respectively.

SUBORDINATED NOTE - In connection with the settlemi@eached on January 29, 2002 with the plainitiffdie class action litigation, the
Company recorded the present value at 12% of @08Z&0bordinated note that was issued in April 2802 matures in March 2007. The
subordinated note does not pay interest curretityaccrues interest at 6% per annum, and wasdedat issuance at a discounted present
value of $1,519. The balance at July 30, 2005 2a558.

The Company is obligated to make principal paymeanter its long-term debt, subordinated note ("Dedntd capital lease obligations as
follows:

CAPITAL
FISCAL YEARS ENDING DEBT LEASE TOTAL
573 210
2,741 325
279 348
289 372




2010, 299 398
2011 and beyond 149 1,310
Purchase option.........ccccevvvveeiiie e, 937
Total PAYMENTS...cceciiiiiiiiieeiiieeeieeeeeee e 4,330 3,900
Less: amount representing interest........cceeeee. - (993)
TOtAl i s $ 4,330 $ 2,907 $ 7,237

8. EMPLOYEE BENEFITS

The Company has a Profit Sharing Plan that providlesontributions as determined by the Board akBtiors. The contributions can be paid
to the Plan in cash or common stock of the Comphloycontributions were authorized for fiscal yeansied 2005, 2004 or 2003.

The Profit Sharing Plan also incorporates a 40R@rement Plan that is available to substantialigmployees, allowing them to defer a
portion of their salary. Effective February 2008 Company started matching employee contributid@s50% rate up to a maximum of 2%
of annual salary, and recorded a related expen$t1d, $136 and $126 for fiscal years 2005, 20@42803, respectively.

The Company also has a defined benefit Plan, whiechfrozen effective February 1, 1986. As of July 2004, the Company had a minimum
liability and corresponding debit in other compnesige income to account for the unfunded statutsafefined benefit plan, in accordance
with SFAS No. 87. In accordance with SFAS No. 88ha time of final settlement of the pension pldue, Company will recognize an
expense to the statement of operations for the ahafisuch debit to other comprehensive incomeysadg for the difference between the
cost to settle the pension obligations and the anofuthe recorded net liability. During Fiscal Z0the Company applied to the Pension
Benefit Guaranty Corp and to the IRS for a deteatim letter and approval to terminate this plarthle fourth quarter of fiscal 2005, the
Company recognized a related non-cash charge obsippately $0.5 million to write of the pension asson its balance sheet in recognition
of the formal decision to terminate the plan.. tegaration for the plan termination, the Compaaydferred $0.1 million to the pension
account in April 2005. This transfer, including badready on hand in this account, has fully funttedexpected cash disbursement of $0.2
million due at the time the Company receives th® tRtermination letter approving the final settlame

In addition, the Company's Villa subsidiary locatedtaly provides for employee termination indeties. Villa has established a reserve,
representing the liability for indemnities payabfgon termination of employment, accrued in accocdanith labor laws and labor agreems
in force. This liability is subject to annual revation using the officially-established indices eTifability for these indemnities is included in
other long-term liabilities on the accompanying €alidated Balance Sheets and was $2,558 and $a{3&g2y 30, 2005 and July 31, 2004,
respectively. Provisions for employee terminatiotemnities were $412, $388 and $364 for fiscaly2805, 2004 and 2003, respectively.

9. SEGMENT REPORTING

The Company has three reportable segments; thechleslystems Group, the Power Conversion Group ahdrOThe segment Other

includes unallocated corporate costs and litigasiettiement costs. For each fiscal year preserdesirh corporate costs (which include cer
shared services) were allocated to domestic swr@dion the basis of a percentage of each unitisad sales. Corporate costs were allocated
at a fixed dollar amount to the international sdl@sly based upon an intercompany management ser@greement. The percentages and the
dollar amounts used to allocate actual corporaséscare based on management's estimate of thatberetived by each operating segment
from corporate activities and shared services.

Operating segments are defined as componentseiitarprise, about which separate financial inforomais available which is evaluated
regularly by the chief decision maker, or decigioaking group, in deciding how to allocate resoums in assessing performance. The
Company's chief operating decision making groupisprised of the Chief Executive Officer and theiseexecutives of the Company's
operating segments. The Company evaluates its tipgesiegments based on operating income or loss.
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The accounting policies of the segments are the senthose described in the summary of signifiaaobunting policies. The Balance Sheet
information presented below and Income Stateméaitere disclosure below for all periods presentedwade the results of the DHV division
due to this division's classification as a discomid operation at July 31, 2004 and the subsedliggdsal on October 31, 2004.

Selected financial data of these segments ardlaw/o

MEDICAL POWER

FISCAL YEAR ENDED SYSTEMS CONVERSION

JULY 30, 2005 GROUP GROUP OTHER TOTAL

Net sales to external CUStOMErS.....cccoccevceeeee e, $ 70,792 $ 14,080 $ - $ 84,872
Cost Of SAIES...coviiiiiiiiiiiiie e s 54,288 8,303 -- 62,591
GroSS MargiN..ccccceeeeeeeiiiiiiccieeeeeeeee e, 16,504 5,777 -- 22,281
Selling, general and administrative............... ... 9,261 2,630 4,5 61 16,452
Research and development 1,636 - -- 1,636
Litigation settlement costs..............ccueeee. - 300 -- 300

Total operating eXpenses.......cccovvveccccceeee e 10,897 2,930 4,5 61 18,388
Operating income (I0SS).....ccccovveevcveeicees e $ 5607 $ 2,847 $ (45 61) 3,893
INterest eXPeNnSe....cccccuvveeveiiiieeeeeeeeeeeee e (1,350)
Other iNCOMEe......ocoviiieiiiiiiieeieeeeeee s 97
Income from continuing operations, before income ta xes

and minority interest.......ccccoecvevvveeveeee. e, $ 2,640
Depreciation........cccccoeeeiieeieeenireeee. $ 850 $ 247 1 41 $ 1,238
AMOrtization..........ccceeeveveeeeeiniieee s 65 - -- 65
Segment aSSetS......uveiieieiieieeeeieeiiiens 32,731 6,008 2,0 37 40,776
Expenditures for segment assets.................... 736 151 4 891

Inter-segment sales were $182 for the fiscal yrded July 30, 2005. Approximately $24,704 of Mebfgstems Group assets are located in
Italy.

MEDICAL POWER

FISCAL YEAR ENDED SYSTEMS CONVERSION

JULY 31, 2004 GROUP  GROUP OTHER TOTAL

Net sales to external CUStOMErS.....ccccccvveeveee s $ 70,752 $ 13,075 $ -$ 83,827
CostOf SaAlES..ccveviiiiiiiiic e s 53,392 9,120 - 62,512
GroSS MargiN....cccovvcieeeeiiiiiieeeicieeeeeeee s 17,360 3,955 - 21,315
Selling, general and administrative................ 10,388 2,310 3,2 09 15,907
Research and development.............cccceeeeene 1,562 - - 1,562
Litigation settlement costs..............ccueeee. - 3,199 4 53 3,652

Total operating eXpenses.......cccovvveccccceeee e 11,950 5,509 3,6 62 21,121
Operating income (I0SS).....ccccovvvevcieeaiceees e $ 5410 $ (1,554)$% (3,6 62) 194
INterest eXPenSe....ccccvuvveeveviiieeeeeeeeeeeee e (1,796)
Other iNCOMe.......covcvveiiiiie e s 123
Loss from continuing operations, before income taxe S

and minority interest.......cccccevevvveeeeeee. e, $ (1,479
Depreciation.......ccceeveeviieiiieeieeeees e, $ 879 $ 311$ 1 69% 1,359
Amortization 66 - -- 66
SegMmeNt @SSetS. i e, 37,308 6,161 57 92 49,261
Expenditures for segment assets......cccccceeeeeee. s 440 75 2 517



Segment assets for the other segment include $4f3%8sets attributable to the discontinued opemadt net realizable value.

Inter-segment sales were $28 for the fiscal yededrduly 31, 2004. Approximately $29,375 of Medisgstems Group assets are located in
Italy.

MEDICAL POWER

FISCAL YEAR ENDED SYSTEMS CONVERSION

AUGUST 2, 2003 GROUP GROUP OTHER TOTAL
Net sales to external CUStOMErS.....cccoccvvceeeee e, $ 56,100 $ 12,112 $ - - $ 68,212
CoSt Of SAIES...covviiiiiiiiiiie e s 43,929 8,613 - - 52,542
GroSS MargiN..ccccceeeeeeeieiiiiciieeeeeeeee e, 12,171 3,499 - - 15,670
Selling, general and administrative................. 9,609 2,432 5,86 3 17,904
Research and development.........cccccovvccee L. 1,583 10 - - 1,593
Litigation settlement COStS.....cccccceeevveveeeeee s -- 2,347 (22 1) 2,126
Facilities reorganization coStS.......ccccceeeeeee. e -- -- 12 8 128

Total operating eXpenses.......cccccvveceeeeeeee e 11,192 4,789 5,77 0 21,751

Operating income (I0SS).....ccccccovvevvvveevcee e, $ 979 $ (1,290) $ (5,77 0) (6,081)
Interest eXpPense.....ccccvvveeevvcieeeeieieeees e, (1,340)
Other iNCOMe.......covciiveiiiiieiceeeee s 596
Loss before income taxes and minority interest..... L $ (6,825)
Depreciation..........cccoveeeeveeeiieeecieeenen. $ 8997 % 362 $ 3 2% 1291
Amortization 65 - - - 65
Segment asSetS........uuvvieieiieieiiiiinis 31,440 20,259 8,79 3 60,492
Expenditures for segment assets 740 148 - - 888

Inter-segment sales were $785 for the fiscal yaded August 2, 2003. Approximately $21,209 of MatiBystems Group assets are located
in Italy.

MAJOR CUSTOMERS AND EXPORT SALES - During fiscalaye 2005, 2004 and 2003, no one customer accofortetbre than 10% of
the Company's consolidated net sales.

Foreign sales were 54%, 29% and 30% of the Company'solidated net sales in fiscal years ended3yl2005, July 31, 2004, and August
2, 2003, respectively. Net sales by geographicsanesae:

JuL Y 31, 2005 JULY 31, 2004 AUGUST 2, 2003
282 46% $ 38,186 46% $ 39,77 2 58%
571  38% 24,192  29% 20,71 7 30%
819  11% 7,941 9% 4,68 6 7%
976 2% 10,705  13% 1,31 8 2%
224 3% 2,803 3% 1,71 9 3%
872 100% $ 83,827 100% $ 68,21 2 100%
Revenues are attributable to geographic areas loastiek location of the customers.
10. SHAREHOLDERS' EQUITY
COMPREHENSIVE INCOME (LOSS) - The components of poehensive income (loss) are as follows:
FOREIGN CURRENCY  ACCUMULATE D
TRANSLATION  UNFUNDED OBLIGA TION
GAINS/(LOSSES) FOR PENSION T RUST TOTAL
Balance as of August 3, 2002........ccccceceeeeees e 195 (424) (229)
Netchange.....cccoovccviveeeeiiiiciceeeee 776 16 792
Balance as of August 2, 2003........ccccoecveeeees e 971 (408) 563
Netchange......cccoocviiiiiniiiiiiiiieeeee. 238 9) 229
Balance as of July 31, 2004.............cceeen. 1,209 417) 792
Net change.........ccccooiiiiiiiiie e, 241 417 658

Balance as of July 30, 2005 .......c..cccoceeveee. e $ 1,450 $ - $ 1,450






STOCK BUY-BACK PROGRAM - In September 2000, the Bbaf Directors approved an additional repurch&s&3¢000 of the Company's
common stock bringing the total authorized to $@,5the Company has not purchased any shares unigi@rogram since fiscal 2001, when
11,500 shares were purchased for $108. As of Jyl@05, 489,806 shares had been purchased byothpdy for $4,502 under this Stock
Buy-Back Program.

STOCK OPTION PLAN AND WARRANTS - The Company hastack option plan under which a total of 3,874,2980ns to purchase
common stock may be granted. Substantially alhefdptions granted under this Plan provide for gdacesting and vest generally at a rate of
25% per year beginning with the date of grant, engiten to fifteen years from the date they aantgd. The option price per share is
determined by the Board of Directors, but canndiebe than 85 percent of fair market value of asshathe date of grant. All options to date
have been granted at the fair market value of thra@any's stock at the date of grant. No optionsbeagranted under this plan subsequent to
December 31, 2009.

In December 2000, the Board of Directors approvedxdension of time to exercise for all stock optimlders. The extension covers all
options whose term would have expired during théoggrom the stock de-listing date up to the dhtd the shares become re-listed on a
national exchange. This extension grants thosd stption holders a period of six months from théedzf re-listing to exercise vested options
which may have otherwise expired without the extanOptions that otherwise expired due to termdamabf employment or other reasons as
defined in the plan were not effected by this esiwm During Fiscal 2005, the plan was modifieddmove this extension provision from
options granted after January 2005.

OPTION ACTIVITY

The following stock option information is as of:

JULY 30, 2005 JULY 31, 2004 AUGUST 2, 2003
WEIGHTED WEIGHTED WEIGHTED
AVERAGE AVERAGE AVERAGE
SHARES EXERCISE SHARES EXERCISE SHARES EXERCISE
OUTSTANDING PRICE OUTSTANDING PRICE OUTSTANDING PRICE
Granted and outstanding,
beginning of year.............. 2,133,415 $ 3.15 2,116,815 $ 3.12 1,990,055 $ 3.45
Granted..........cceeveenennn. 150,000 2.70 110,000 2.10 275,000 281
Exercised........cccocceveennen. (248,420) 1.12 (2,500) 1.00 - -
Cancelled and forfeited.......... (372,501) 1.41 (90,900) 2.65 (148,240 ) 5.86
Outstanding at end of year....... 1,662,494 3.81 2,133,415 3.15 2,116,815 3.12
Exercisable at end of year....... 1,508,742 3.92 1,913,415 3.21 1,661,289 3.43
PCT OF PCT OF PCT OF
SHARES SHARES SHARES
SHARES GRANTED SHARES GRANTED SHARES GRANTED
Granted to officers.............. 100,000 67% 50,000 45% 125,000 45%

As of July 31, 2005 the distribution of stock optiexercise prices is as follows:

OPTIONS OUTSTANDI NG 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.... 974,286 $ 1.82 5.5 831,786 $ 1.69
$4.00 - $6.60.... 313,256 4.85 1.7 302,005 4.88
$7.00 - $7.94.... 218,525 7.51 6.0 218,525 7.51
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$8.00 - $10.00... 156,427 8.92 6.9 156,427 8.92

1,662,494 $ 3.81 5.0 1,508,743 $ 3.92

At July 30, 2005 and July 31, 2004, there weretantting warrants of 991,994 and 1,065,000, respslgtiOf these warrants, 941,994 were
granted to the Company's shareholders as pattg#tion settlement in fiscal year 2002, and 50,8@0e granted to the former majority
shareholder of Villa in connection with the acqtidgsi of Villa.

On February 6, 2004, a motion was filed for sumnjadgment to enforce a January 2002 class actitiesent agreement entered into by
the Company. The motion sought damages in the anod@1,250 together with interest, costs and disements, and a declaration that
$2,000 in promissory notes issued as part of tagschction settlement are immediately due and payabthe value of damages due to the
Company's failure to timely complete a registratitetement related to the common shares underbgrtgin warrants granted in the class
action settlement. The Company filed oppositiothts matter on March 5, 2004. Plaintiffs filed ngplapers on March 19, 2004. In addition,
the Company filed a registration statement relédetie warrant shares on March 23, 2004, and itdeatared effective by the SEC on Ma
2004. In July 2004, in settlement of this mattee] Blobal modified the exercise, or "strike," prifethe 1,000,000 warrants issued in 2002
from $2.00 to $1.50 per share, and extended theatign date of such warrants by one year to M&8h2009. During the fourth quarter of
fiscal 2004, the Company recorded a charge of aqpately $0.5 million to litigation settlement cesh recognition of the modification to
the warrants and the related legal and professfeealincurred. During fiscal 2005, 58,006 of theserants were exercised.

As of July 30, 2005, the distribution of warrargsas follows:

EXERCISE NUMBER OF E XPIRATION
PRICE WARRANTS DATE
$7.94.cciiiiiiie 50,000 D ecember 2005
$1.50....iieieieeeeeen 941,994 M arch 2009
991,994

An expense has been recognized for the fair vdloptions and warrants granted to such eamployees in the amounts of $38, $38, and
for fiscal years 2005, 2004, and 2003, respectively

11. INCOME (LOSS) PER SHARE

FOR FISCAL YEARS ENDE D
JULY 30, 2005 JULY 31,2004 AUG UST 2, 2003

Numerator:

Netincome (I0SS).....cccvvevvvveevveevieeeeee e, $ 392 $ (15,824) $ (15,045)
Denominator: Denominator for basic income (loss) pe r share:

Weighted average shares outstanding............ ... 10,490,178 10,333,668 10,341,430

Effect of dilutive securities...........cceeeee. . 974,540 - -

Denominator for diluted income (loss) per share.. ... 11,464,718 10,333,668 10,341,430
Income (loss) per basic common share............... ... $ 0.04 $ (1.53) $ (1.45)
Income (loss) per diluted common share $ 0.03 $ (1.53) $ (1.45)

Common shares outstanding for the fiscal yearsceddly 30, 2005, July 31, 2004 and August 2, 20@3¢ reduced by 622,770, 643,553
643,533 shares of treasury stock, respectively.

The computation of diluted shares outstanding doésnclude the effect of the assumed conversidéf622, 2,133,415 and 2,116,815 for
employee stock options outstanding as of July 8052July 31, 2004, and August 2, 2003, respegtivid 428,919, 1,065,000 and
1,065,000 warrants to purchase company common $totkose years because the effect of their asdwroeversion would be anti-dilutive.

12. INCOME TAXES
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The Company's consolidated income (loss) from ooitig operations before income tax benefit and nitjpnaterest for fiscal years 2005,
2004 and 2003 of $2,640, ($1,479) and ($6,825¢cefla U.S. pre-tax loss of $1,202, $5,126 and267 i@spectively, offset by foreign pre-
tax net income of $3,842, $3,647, and $801 fomfigears 2005, 2004, and 2003, respectively.

Provision (Benefit) for income taxes consists & thllowing:

FOR FISCAL YEARS ENDE D
JULY 30,2005 JULY 31, 2004 A UGUST 2, 2003

CURRENT TAX EXPENSE:

FOreign. .o e $ 1640 $ 1,250 $ 304

State and local.......cccocvvvevvevveeeeeeee. 42 11
DEFERRED PROVISION (BENEFIT):

Federal...coovviiiiii e e, 101 6,552 6,938

State and local..........ccoovvvvivviviee. . -- 1,144 1,045

FOreign. oo e 271 (266) (54)
NET PROVISION ..ccovvvieiiiie v v, $ 2,054 $ 8,691 $ 8,233

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

FOR FISCAL YEARS ENDED

JULY 30, 2 005 JULY 31, 2004 AUGUST 2, 2003

Statutory Federal Income Tax Rate..... 34.0 % (34.0)% (34.0)%
State Tax (Benefit), less Federal

tax effect.....cccccceeeiieennnnn. 6.2 % 64.3% 10.1%
Foreign.......cccceevnee . 72.4 % 27.1% .3%
Valuation Allowance................... (34.8 )% 432.4% 133.7%
IRS Audit Adjustments................. -- -- --
Fines & Penalties..................... -- 73.8% 8.9%
Other.....ocooveiiiiiiieiiiee, - 23.9% 1.7%
Effective tax rate.................... 77.8 % 587.6% 120.7%

Deferred income tax assets (liabilities) are cosgatiof the following:

JULY 30, 2005 JULY 31, 2004

Deferred income tax assets:

Federal net operating loss carryforward......... ... $ 14,736 $ 14,364
Foreign deferred tax assets, net valuation allowa nces of $464. 841 1,102
State tax credits and operating loss carryforward .. 3,071 2,980
Reserve for inventory obsolescence................ L. 628 821
Allowances and reserves not currently deductible. .. 1,382 1,600
AMOrtiZation........ccovveevvcviieeiieeeeeee . 86 207
Defined benefit pension.......ccccccvvveeeee. -- 52
Gross deferred income tax assets.............. L. 20,744 21,126
Deferred income tax liabilities:

Other..cocoiiiee e (127) (164)
Gross deferred income tax liabilities.......... . L. (227) (164)
Less: valuation allowance.........cccoceeeveeeeeee L. (19,776) (19,860)

Net deferred income tax assets......cccocceveeeeeee i $ 841 $ 1,102

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

JULY 30, 2005 JULY 31, 2004

Deferred tax assets - current......cccccceeeeeeeee. L $ -- $ --
Deferred tax assets -- non-current................. . L. 841 1,102
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DEFERRED INCOME TAX ASSET

Deferred income tax assets and liabilities repretteneffects of the differences between the inctamébasis and financial reporting basis of
the assets and liabilities at the tax rates expesit¢he time the deferred tax liability or assetxpected to be settled or realized.

During fiscal 2004, the Company reevaluated itedefl tax assets and concluded that it was prudergtablish an additional valuation
allowance of $7,903 against current and léexgn deferred assets. This valuation allowanceasasputed by considering the amount of fu
U.S. taxable income expected over the net oper&iswcarry forward period, considering recent@anince and other specific actions the
Company has taken to improve profitability. Theuadion allowance recorded is the estimate of theuarnof deferred tax assets that more
likely than not will not be realized. The accumelwaluation allowance now covers all US domesiicant and long-term deferred assets.

Likewise during fiscal 2004, a valuation allowarde$1,891 was also established offsetting the aotiryear tax benefits that arose from the
current year's operating losses. As result of th#eavances recorded during fiscal 2004, the nédrded income tax asset was reduced from
$8,739 at August 2, 2003 to $1,102 at July 31, 206¢h $1,102 classified as a long-term asset. sueances can be given that the
Company's results of operations will generate fgafi the future.

During fiscal year 2003, the Company had also reeved its deferred tax assets. Due to fiscal 2868lts being lower than originally
anticipated, and uncertainty about near term ecanoanditions, management concluded it was notgmtitb place reliability on the forecast
component of the analyses as it had in the pasedan these analyses, management concluded firadent to establish a valuation
allowance of $7,967 against long-term deferredatgsets created prior to fiscal year 2003

At July 30, 2005, for income tax purposes, the Camyphad Federal net operating loss carryforwardgpfoximately $43,941, state net
operating loss carryforwards of $40,137 which wipire in 2020 through 2024.

For foreign tax purposes, the Company's Italiarsslidry has utilized all its available net opergtlass carryforwards.
13. COMMITMENTS AND CONTINGENCIES

a. US DEPARTMENT OF DEFENSE ("DOD") INVESTIGATIONGN March 8, 2002, RFI, a subsidiary of the Compamg the remaining
part of the Power Conversion Group segment, wagdewrith a subpoena by the US Attorney for the &asbistrict of New York in
connection with an investigation by the DOD. RRpglies electro magnetic interference filters fomeounications and defense applications.
Since March 2002, the DOD has been investigatimicepast practices at RFI which date back moae #ix years and pertain to RFI's
Military Specification testing, record keeping ageheral operating procedures. Management retapesda counsel to represent the
Company on this matter. The Company has coopefallgdvith this investigation, including voluntayilproviding employees to be
interviewed by the Defense Criminal Investigatiwr\gces division of the DOD.

In June 2003, the Company was advised that the tl&@ment was willing to enter into negotiationgareling a comprehensive settlement
of this investigation. Prior to the preliminary dissions with the US Government in June 2003, tirefiany had no basis to estimate the
financial impact of this investigation. Based oerlpninary settlement discussions with the US Gorent, discussions with the Company's
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advisors, consideration of settlements reachedlmr garties in investigations of this nature, aodsideration of the Company's capital
resources, management then developed an estimtite lofv end of the potential range of the finahittgpact. Accordingly, during the third
quarter of fiscal 2003, the Company recorded agshaf $2,347, which represented its estimate ofdweend of a range of potential fines ¢
legal and professional fees.

Following negotiations, Del Global reached a gladettlement in February 2004 with the US Governntigait resolves the civil and criminal
matters relating to the DOD's investigation. Thitlement included the Company pleading guilty te eniminal count and agreeing to pay
fines and restitution to the US Government of $@,8(aid by June 30, 2004 and $5,000 if paid bgt&aber 30, 2004.

In connection with this settlement, Del Global igeized an additional charge of approximately $3,ib9®e second quarter of fiscal 2004.
This charge represents the difference betweenf8#% charge taken during the third quarter o&fi®003, and the up to $5,000 in fines and
restitution, plus estimated legal and professiéeas related to this settlement. The liability assted with these charges is included in
Litigation settlement reserves on the accompanpadgnce sheet.

On September 30, 2004, pursuant to the terms dfdtikement, the Company fulfilled its obligatiomder this agreement by paying to the US
Government the sum of $5,000 representing finesestitution. On October 7, 2004, RFI entered micral guilty plea to a single count
conspiracy charge pursuant to the settlement amisénal plea agreement. Sentencing occurred orcMab, 2005. At sentencing, the Court
imposed an additional fine of $300 to be paid witBD days. The Company paid this additional finé\pnil 8, 2005.

The Company worked with the Defense Logistics AgefiDLA"), a component of the DOD, to avoid anydte limitations on the ability of
the Company to do business with US GovernmentiesitiBuch limitations could have included the US&nment seeking a "debarment” or
exclusion of the Company from doing business wigh ®overnment entities for a period of time.

On April 5, 2005, the Company announced that it teathed an administrative agreement with the Dd.éomponent of the DOD, which
provides that RFI will not be debarred from doingimess with U.S. Government entities so long dsnRdntains its compliance program
and adheres to the terms of the administrativeemgeat. This agreement with the DLA is the final pmment of the Company's previously
announced settlement of an investigation by the D@ practices at RFI.

b. STRATEGIC ALTERNATIVES - On March 21, 2005, tBempany was notified by Palladio Corporate FinaBgeA and Palladio
Finaziraria S.p.A (collectively, "Palladio"), themy with whom it signed a non-binding letter ofant for the sale of its Medical Systems
Group, that Palladio was terminating negotiationdar the letter of intent. The letter of intentyided for a $1,000 payment payable in the
event that no later than March 4, 2005, the buyas meady, willing and able to enter into a defugtpurchase agreement based on the terms
of the letter of intent and containing reasonable eustomary representations, warranties, termsanditions relating to the transaction, and
the Company elected not to enter into such purcahgssement. Palladio commenced a lawsuit agaiasCtimpany and its Del Medical
Imaging Corp subsidiary on April 15, 2005 in theitdd States District Court, Southern District ofviN¥ork. The lawsuit seeks payment of
the $1,000, plus interest, as well as reasonatdenal/'s fees. The Company filed an Answer to ltissuit on June 8, 2005 contesting
Palladio's claim to these damages, and thereafteed discovery requests. At a court conference tielSeptember 28, 2005, the parties
agreed to submit to non-binding mediation in aarafit to settle this dispute. A mediation conferemae been scheduled for November 21,
2005. Although there can be no assurance thatehep@ny will not have to pay the $1,000, the Compaelieves that no such payment is
payable under the terms of the letter of intenthéf outcome of the non-binding mediation is naegptable to either party, the Company
intends to vigorously defend this lawsuit.
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e. EMPLOYMENT MATTERS - The Company had an employiregreement with Samuel Park, the previous Chiethtive Officer
("CEQ"), for the period May 1, 2001 to April 30,20 The employment agreement provided for certayments in the event of a change in
the control of the Company.

On October 10, 2003, the Company announced theratppent of Walter F. Schneider as President and @E@place Mr. Park, effective as
of such date. As a result, the Company recorddwhege of $200 during the first quarter of fiscaD2Q@o accrue the balance remaining under
Mr. Park's employment agreement.

In addition, the Company's Board of Directors eddcit the Company's Annual Meeting of Shareholdeld on May 29, 2003 had previously
reviewed the "change of control" provisions regagddayments totaling up to approximately $1,800euride employment agreement
between the Company and Mr. Park. As a resultisfréview and based upon, among other things,dkizea of special counsel, the
Company's Board of Directors determined that nagakibn to pay these amounts has been triggeréat. rhis departure from the Company
on October 10, 2003, Mr. Park orally informed thentpany that, after reviewing the matter with hiaregel, he believed that the obligatior
pay these amounts has been triggered. On Octob@023, the Company received a letter from Mr. Rackunsel demanding payment of
certain sums and other consideration pursuangt@€tmpany's employment agreement with Mr. Parltudiog these change of control
payments. On November 17, 2003, the Company fileghaplaint in the United States District Court, 8mun District of New York against
Mr. Park seeking a declaratory judgment that naagkdn control payment was or is due to Mr. Pankl, that an amendment to the
employment contract with Mr. Park regarding advameet and reimbursement of legal fees is invalid amehforceable. Mr. Park answered
the complaint and asserted counterclaims seekipg@at from the Company based on his position thahange in control" occurred in June
2003. Mr. Park is also seeking other considerat®ielieves he is owed under his employment agneemie Company filed a reply to Mr.
Park's counterclaims denying that he is entitledrnyp of these payments. Discovery in this mattes eanducted and completed. Following
discovery, the Company and Mr. Park filed motiomssummary judgment on the issues related to taaghin control and the amendment to
the employment agreement, which motions have hagnsubmitted to the court for consideration. Taial no decision has been issued b
court on these motions. If Mr. Park prevails ondié&ms and the payments he seeks are requiresl paid in a lump sum, these payments
may have a material adverse effect on the Compéigyidity. It is not possible to predict the outne of these claims. However, the
Company's Board of Directors does not believe sbah a claim is reasonably likely to result in aemial decrease in the Company's liquidity
in the foreseeable future.

During fiscal 2004, an Italian subsidiary of thenmany began employment termination proceedingsagan executive. Subsequently, the
executive instituted legal proceedings in the ladmrrt in Italy against the executive's former eogpl asserting certain monetary claims
based on change in control provisions in a letied January 10, 2003 to the executive. The cesueld a "pay or justify” order directing the
Company's subsidiary to pay damages of about €08@Ris interest and costs. The subsidiary hadestg@d this order in the Italian labor
court. Subsequently, the executive served a wisuafimons on the Company as a third party claimnag#tie Company in the litigation
pending with the subsidiary in March 2005. The reedring date in the Italian labor court on thisaacis scheduled for October 28, 2005. In
addition, the executive has brought an action énlthlian labor court for unlawful dismissal undee Italian labor laws against the Compa
subsidiary. The subsidiary entered an appearard€élad a counterclaim. In addition, the executihas brought an action in the Italian
Corporate courts challenging the subsidiary's reahof/the executive as managing director. The ethazias not specified any damages in
this action and it is in the preliminary stage. T@@mpany believes that the executive's changeritragrovision has not been triggered and
that the executive's termination was justified. ldger, based on the court's "pay or justify" ordepay euro 306, the Company recorded a
charge in fiscal year 2004 of approximately $3608annection with this matter and which charge @duded in Litigation Settlement reserves
in the accompanying financial statements.

g. LEASE COMMITMENTS - The Company leases facibtfer its corporate offices and manufacturing opens with expiration dates
ranging from 2004 through 2008. In addition, then(any has various office
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equipment and auto leases accounted for as opgfaises. The future minimum annual lease commisresof July 30, 2005 are as
follows:

FISCAL YEARS AMOUNT
2006.......ccueieiiieiiieeinenn, $ 454

2007 ..o, 268
2008......ceeiiiiieeeieeee, 54
2009......cciiiiiiieiiieein
2010..ciiiiiieieecie e
Total..ooooieeeeieeiieeee, $ 776

Rent expense for fiscal years 2005, 2004, and 2633$336, $385 and $713, respectively.

h. OTHER LEGAL MATTERS - In addition, the Comparsyda defendant in several other legal actions ilouarUS and foreign jurisdictions
arising from normal course of business. Managerbeli¢ves the Company has meritorious defensescto attions and that the outcomes
not be material to the Company's consolidated firmdstatements

14. FACILITIES REORGANIZATION COSTS

In the fourth quarter of fiscal 2001, the Compaagarded a facilities reorganization charge of $in7€onjunction with the announced closure
of the Power Conversion Group's Deer Park, New Yackity, and the consolidation of product linega the Company's other U.S.
operations. In addition, the Company recorded egagtzation charge of $52 in conjunction with teade termination of a surplus facility in
lllinois, which was vacated during the fourth qeanf fiscal 2001.

An additional $77 of costs related to the Deer Réskedown were incurred during 2002 and chargexkpense in that year.

During the fourth quarter of fiscal 2002, the Compannounced the closure of the Power Conversiau®s Hicksville, New York facility,
planned to occur during fiscal 2003. As a resulihef decision to close this facility and combinegions at its Valhalla, New York facility,
the Company accrued for various facilities reorgation costs, including severance and outplaceeg#nses covering 68 individuals.

The following table summarizes the charges reladdecilities reorganization:

JULY 30, 2005 JULY 31,2004 A UGUST 2, 2003

ACCRUED FOR FUTURE PERIODS:
Expected employee termination costs.........cc..... L.
Write-down of fixed assets........ccccocoeeeeeeee.
Non cancelable lease obligations.................... .
Impairment of goodwill............ccoovvvevecceeee

SUBTOTAL. ot eeaeeee e,
CURRENT PERIOD EXPENSES:
Actual employee termination costs.........cccccee. L $ - $ - $ 279
Write-down of fixed assets........ccccoceeeeeeeee. - - 141
Construction and related COStS........cccoceeeeee. L - - 368
Total facilities reorganization costs............... ... $ - $ - $ 788

The following table summarizes the related lialgititwhich are included in accrued expenses ondbenapanying balance sheet:

JULY 30, 2005 JULY 31,2004 A UGUST 2, 2003
Liability at beginning of period.........cccccc..... L $ - $ 441 $ 1,215
Accruals of reorganization costS......cccccceeveeee. e - - -
Payments of reorganization costs.......ccccceeeeee.. e -- (441) (774)



Liability at end of period...........ccccccevunee

15. RELATED PARTIES

There were no related party transactions for theafiyears ended July 30, 2005 and July 31, 2004.

During fiscal 2003, Damien Park worked for the Cammpas a consultant at the rate of $17 per moritheirarea of business planning .
Damien Park is the son of Samuel E. Park, who tagompany's Chief Executive Officer until Octo®r 2003. In February 2003, Damien
Park accepted a full-time position with the Compuiity responsibility for Corporate Planning, with annual base salary of $125. On
September 30, 2003, Damien Park's employmentaaktip with the Company was terminated and he ba®ntinuing consulting

relationship with the Company.

The Company incurred $279 of fees and expensesBaittalia Winston International, Inc. during fisgaar 2003, in connection with
executive recruiting services. The Chief Executi¥®attalia Winston, and one of its owners, is Dalimston, the wife of Roger Winston, a

former Chairman of the Board of Directors.

The Company incurred $34 of accounting fees witbhdel Adest & Company, PC during fiscal year 206B8tax compliance services. Da
Michael, one of our former directors, had an owhigrinterest in this accounting practice.

16. SUPPLEMENTAL QUARTERLY FINANCIAL INFORMATION (IWAUDITED)

Net Sales......cocoviveiiiiiieeie s

GroSS MargiN.....cceeeeeeeeeseeieiiiiieieeeeneens

Income (loss) from continuing operations...........
Discontinued operation.............cccccceeeueee.

Net income (I0SS).....cccvvvveveeieiieeeeeeennnn,

Basic earnings per share Income (loss) from continu
Discontinued operation.............ccccceeeeneee.

Net income (loss) per share.............ccceeeenn.

Diluted earnings per share Income (loss) from conti
operations

Discontinued operation

Net income (loss) per share

Net sales......ccoovveveiiiiiiieee e,

GroSS MarginN........coccuveeeueeeeniieennieeens

Income (loss) from continuing operations...........
Discontinued operation.............ccccoeeevveens

Basic and diluted loss per share Loss from continui
Discontinued operation.............ccccoeevvveene
NEt10SS...cvvivieiiieieee e

YEAR ENDED JULY 30, 2005:

QUARTER

FIRST SECOND THIRD
............... $ 18,758 $ 26,609 % 18,89
............... $ 4553 $ 6,968% 4,80
............... $ 48 $ 368% (1,03
............... $ 199 $ -$ -
............... $ 247 $ 368% (1,03
ing operations. $ 0.00 $ 0.04% (0.1
............... $ 002 $ 0.00%$ 0.0
............... $ 002 $ 0.04% (0.1

0.00 $ 0.03% (0.1
0.02 $ 0.00%$ 0.0
0.02 $ 0.03%$ (0.1

L 2R TR

YEAR ENDED JULY 31, 2004:

QUARTER

FIRST SECOND TH
$ 16,889 $ 26,946 $ 20
... $ 3784 $ 6531 $ 5
... $ (456) $ (9,889) $

. $ (153) $ (2,465) $
$ (609) $(12,354) $
ng operations... $ (0.05) $ (0.96) $ (
................ $ (0.01) $ (0.24) $
................ $ (0.06) $ (1.20) $ (

FOURTH (1)
2 $ 20,613
1 $ 5959
1) $ 808
- $ -

1) $ 808
0)$ 0.08
0 $ 0.00
0)$ 0.08

0)$ 0.07
0 $ 0.0
0)$ 0.07

IRD FOURTH (2)

020 $ 5,980
(719) $ 335
430 $ (2,907)
(289) $ (2,572)
0.07) $ 0.03
0.04 $ (0.28)
0.03) $ (0.25)

(1) Continuing operations for the fourth quartefis€al 2005, reflect the non-cash write-off of 848 pension assets as a result of the
Company's decision to terminate a frozen pensian lated to the Del High Voltage division..
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(2) Discontinued operations for the fourth quadifiscal 2004 reflects an impairment loss of $3,48ainst the assets of the Del High
Voltage division. In addition, continuing operatioreflect a $454 charge related to a settlemelitigdtion related to warrants.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Del Global Technology Corp.
Valhalla, New York

The audit referred to in our report dated Octolr2D05 relating to the consolidated financialestants of Del Global Technology Corp., as
of and for the year ended July 30, 2005, whiclorgt&ined in Item 8 of this Form 10-K, included thelit of the financial statement schedule
listed in the accompanying index. This financialteiment schedule is the responsibility of the Cargisananagement. Our responsibility it
express an opinion on this financial statementdualeebased upon our audit.

In our opinion such financial statement scheduésents fairly, in all material respects, the infation set forth therein.

BDO Seidman, LLP
Valhalla, New York
October 14, 2005
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(3) 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 EXPENSE DEDUCTIONS END OF YEAR

YEAR ENDED JULY 30, 2005
Allowance for doubtful accounts.........cooeccce.. . $ 88 $ 375 $ 235 $ 1,028
Allowance for obsolete and excess inventories...... ... 2,536 620 139 3,017
YEAR ENDED JULY 31, 2004
Allowance for doubtful accounts.......cccccceeeeee. L 1,232 501 845 888
Allowance for obsolete and excess inventories...... ... 3,847 539 1,850 2,536
YEAR ENDED AUGUST 2, 2003
Allowance for doubtful accounts...........ccooeeee. L 1,127 $ 407 $ 302 $ 1,232
Allowance for obsolete and excess inventories...... ... 3,430 $ 1,742 $ 1,325 $ 3,847
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EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ini®egion Statements No. 333-38024, No. 333-69R23,033-09133, No. 033-65439, No.
033-78910, No. 033-52088, and No. 033-19772 of@ebal Technologies Corp. each on Form S-8, in ®egfion Statement No. 333-
113866 of Del Global Technologies Corp. on Form &id Registration Statement No. 333-38042 of Deb@l Technologies Corp. on Form
S-3 of our report dated October 28, 2004, appeanitigis Annual Report on Form 10-K of Del Globachnologies Corp. for the fiscal year
ended July 30, 2005.

DELOITTE AND TOUCHE, LLP
New York, New York

October 31, 2005



Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We consent to the incorporation by reference ini®egion Statements No. 333-38024, No. 333-69R283,033-09133, No. 033-65439, No.
033-78910, No. 033-52088, and No. 033-19772 of@®ebal Technologies Corp. each on Form S-8, in Regfion Statement No. 333-
113866 of Del Global Technologies Corp. on Form &id Registration Statement No. 333-38042 of Deb@l Technologies Corp. on Form
S-3 of our reports dated October 14, 2005, appganithis Annual Report on Form 10-K of Del GloGachnologies Corp. for the fiscal year
ended July 30, 2005.

BDO SEIDMAN, LLP
Valhalla, New York

October 31, 2005



Exhibit 31.1
CERTIFICATIONS
I, Walter F. Schneider, certify that:
1. I have reviewed this Annual Report on Form 10fHDel Global Technologies Corp.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentesi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportihg@t occurred during the registrant's fourth
fiscal quarter that has materially affected, aiei@sonably likely to materially affect, the regasit's internal control over financial reporting;
and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefrmaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's internal
control over financial reporting.

Date: Cctober 31, 2005

/'s/ Walter F.Schneider

Wal ter F. Schnei der
Chi ef Executive O ficer



Exhibit 31.2
CERTIFICATIONS
I, Mark Koch, certify that:
1. I have reviewed this Annual Report on Form 10fHDel Global Technologies Corp.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentesi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportihg@t occurred during the registrant's fourth
fiscal quarter that has materially affected, aiei@sonably likely to materially affect, the regasit's internal control over financial reporting;
and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefrmaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's internal
control over financial reporting.

Date: Cctober 31, 2005

/'s/ Mark Koch

Mar k Koch
Princi pal Accounting O ficer



EXHIBIT 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER(1)

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 Fori{ 1d) the period ended July 30, 2005:

In connection with the Annual Report of Del GloBachnologies Corp. (the "Company") on Form 10-Ktfe period ended July 30, 2005 as
filed with the Securities and Exchange Commissioithe date hereof (the "Report"), |, Walter F. Sxtlar, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section0l 2%lopted pursuant to Section 906 of the Sarb@mxé=sy Act of 2002 that to my
knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or
Section 15(d), as applicable, of the SecuritieshErge Act of 1934, as amended; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/sl Walter F. Schneider

Name: Walter F. Schnei der
Title: Chief Executive Oficer
Date: Cctober 31, 2005

(1) A signed original of this written statementué&gd by Section 906 has been provided to Del Gl®kahnologies Corp and will be retain
by Del Global Technologies Corp. and furnishedht® $ecurities and Exchange Commission or its sfadh request.

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notdofiled as part of the Report or as a
separate disclosure document.



EXHIBIT 32.2
CERTIFICATION OF PRINCIPAL ACCOUNTING OFFICER(1)

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 Forii{ 1d) the period ended July 30, 2005:

In connection with the Annual Report of Del GloBachnologies Corp. (the "Company") on Form 10-Ktfe period ended July 30, 2005 as
filed with the Securities and Exchange Commissioithe date hereof (the "Report"), I, Mark Kochneipal Accounting Officer of the
Company, certify, pursuant to 18 U.S.C. Section0l 2%lopted pursuant to Section 906 of the Sarb@mxé=sy Act of 2002 that to my
knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or
Section 15(d), as applicable, of the SecuritieshErge Act of 1934, as amended; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/sl Mark Koch

Name: Mark Koch
Title: Principal Accounting Oficer
Date: Cctober 31, 2005

(1) A signed original of this written statementué&gd by Section 906 has been provided to Del Gl®kahnologies Corp and will be retain
by Del Global Technologies Corp. and furnishedht® $ecurities and Exchange Commission or its sfadh request.

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notdofiled as part of the Report or as a
separate disclosure docume



