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technologies. Our customer presented the
pilot plant on the window-manufacturing
fair in Nuremberg. The focal point was

an on-line connection via internet to the
Hannover Fair, which was held at the same
time. From Hanover, various parameters

of the machine in Nuremberg could be
controlled, thus proving the extraordinary
potential of the new technology.

In the field of traditional PLC-technology,
new modules for the DELTA and NANO series
were developed, focussing on two areas:
development and realisation of various
interface modules and modification of
existing units to customer specifications.

In the visualisation segment, the JetView
600 industrial PCs were further developed.
This product can be used with process
PLCs as well as with JetWeb-nodes. The
new generation of servo controller, having
successfully passed the first stages of
development, is also designed to work
with both technologies.

Research and development expense of the
Jetter group grew to 4.5 mio. DM for the
fiscal year, which is a 26 % increase over the
average of the nine-month fiscal year ended
31 March 1999.

CO-OPERATIONS

EMPLOYEES

In order to broaden the base for the market
introduction of the JetWeb technology, Jetter
engaged in several strategic co-operations
during the fiscal year. The most important
one was publicised in March at the Hannover
Fair 2000. Jetter, together with Kuka, a global
leader in robotics, Phoenix, a distinct supplier
of automation technology (Interbus) and Sick,
market leader in security sensorics, is building
a common platform for the standardisation
of open, TCP/IP ethernet-based solutions
for industrial automation. The platform’s
common developer pool shall help attain a
fast time-to-market and the highest possible
degree of inter-operability. This is a comple-
ment to Jetter's own JetWeb technology.
The platform also acts as initiator. Other
important automation technology suppliers
are already committed to the standard
promoted by the platform. They include the
companies Beck-Festo, HMS, Kollmorgen-
Seidel, SIG-Positec, ZoneWorx and 20 others.
More suppliers are expected to join in the
future.

It is the motivation and know-how of every
single employee, that as a whole secure
Jetter's technological lead. The employee’s
identification with the company is therefore
of outstanding importance.



A large number of employees exercised their
subscription rights during the IPO. Thus they
are involved in the company’s success as a
driving force and as an entrepreneur. A stock
option plan offers shares at favourable con-
ditions to all employees, including those that
joined Jetter after the IPO.

In an environment that is determined by a
team-oriented, open corporate culture, the
staff's creativity, ideas and potential can
combine for maximum performance. One
example for this corporate culture is the
open-door policy that has shaped Jetter
from the beginning.

The low staff turnover of 3% for Jetter AG
proves the validity of this policy. Our em-
ployees are our capital and we want to put
this capital to work in the best possible way.

Headcount for the parent company rose
from 92 at the beginning of the fiscal year
to 100 at the end. Headcount for the Jetter
group at 31 March 2000 was 121.

EMPLOYEES
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36 96
68

INVESTMENT

1997/1998 1998/1999 1999/2000

Jetter Group Jetter AG

In the fiscal year 1999/2000, the Jetter group
spent 2.3 mio. DM (parent company: 2.2 mio.
DM) for investments in fixed assets. One

of the biggest single investments was the
acquisition and implementation of Navision
Financials, an ERP system, by the German
parent company (0.2 mio. DM). This software
consists of the modules purchasing, stock
management, production, marketing, sales
and accounting. All modules of this program
are Y2K-compatible and support the Euro
currency.

In order to absorb the increasing headcount,
Jetter moved into the first construction sector
of an additional office building with a sur-
face of ¢. 900 m?, which has been leased on
a long-term basis. Infrastructure and office
equipment for the new building at a value of
0.3 mio. DM were another major investment
for the period.

To ensure the further on-site expansion in
Ludwigsburg, Jetter has signed a lease
agreement, with the same counterparty, for
another office building of c. 900 m?, which is
due to be finished in the autumn of 2000.
The agreement, which is subject to approval
by the general meeting on 19 September
2000, will secure the lease on the whole
building until 31 December 2012.

CONSOLIDATED INVESTMENT IN KDM

2,267

1,536
1,342

1997/1998 1998/1999 1999/2000
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Among the assets, current assets increased
significantly during the fiscal year. The cash
reserves from the IPO have been deposited in
short-term deposits and securities. Due to
extremely high sales in March, receivables
increased from 5.0 mio. DM to 9.4 mio. DM
(parent company under HGB: from 4.5 mio.

Il. SITUATION OF THE COMPANY DM to 7.2 mio. DM).

INCOME SITUATION
FINANCIAL SITUATION / BALANCE SHEET

The IPO was the determining event of the
business year 1999/2000. At this time, the
company received 39.9 mio. DM liquidity.
After 5.3 mio. DM expenses connected to
the IPO, 34.6 mio. DM remained with the
company. This inflow increased the equity-
to-assets ratio from 25.1% to 84.3 % (parent
company under HGB from 25.0 % to 88.5 %).
Provisions remained unchanged from the
previous year at 4.6 mio. DM (parent com-
pany: decrease from 4.0 mio. DM to 3.3 mio.
DM). Liabilities to banks and to shareholders
were fully paid back in the fiscal year. Thus
Jetter reduced its liabilities from 6.4 mio. DM
to 2.3 mio. DM (parent company under HGB
from 5.6 mio. DM to 1.3 mio. DM).

Under IAS, the Jetter group shows a loss from
ordinary activities of 0.8 mio. DM (parent
company under HGB: 2.0 mio. DM), caused
mainly by JetWeb development expense of
1.6 mio. DM (parent company under HGB:
1.6 mio. DM). Extraordinary expenses for
the IPO amounted to 5.3 mio. DM (parent
company under HGB: 5.3 mio. DM). The
consolidated loss after taxes is 6.6 mio. DM
(parent company under HGB: 7.3 mio. DM).

RESULT OF ORDINARY ACTIVITIES IN KDM

3,814

-813
-1.411

1997/1998 1998/1999 1999/2000



lll. RISKS FOR THE FUTURE DEVELOPMENT

In compliance with the law on control and
transparency of enterprises (KonTraG), Jetter
indicates risks that could either compromise
the company’s existence or influence signifi-
cantly its financial and economic situation.
The most important risk factors are listed
below, without indicating their relevance for
Jetter:

a) Jetter operates in the automation market,
which is subject to fast technological
change. The currently distributed process-
PLC series will probably be superseded
within a few years. Jetter's success is
strongly linked to the development and
marketing of its JetWeb technology.

b) The JetWeb technology could prove its
functional capability in a first pilot project.
Given the multitude of possible applications
for this new controller generation, the
risk remains though, that JetWeb will not
answer all relevant demands, and that the
market introduction and connected sales
will be delayed.

) A large part of our current sales is done
with comparatively few customers. Losing
one of these customers can have a signifi-
cant adverse effect on the profit situation.
Jetter is therefore broadening its customer
base by enlarging the distribution forces.

d) The company’s further development
depends to a high degree on Jetter’s
capability to find qualified personnel for
application, development and distribution,
and to hold certain employees in key
positions.

e) Jetter generates a significant portion of its
sales outside the Euro-zone. The company
therefore depends on the currency relations
of the Euro vs. the US-Dollar and the
Singapore-Dollar.

f) As with every hard- and software supplier,
systems and software products sold by
Jetter can contain bugs and malfunctions
that can damage the company’s reputation
or even result in damage claims. In order
to limit these risks, Jetter is implementing a
wide-ranging quality control management
and has underwritten an appropriate
product liability insurance.

g) As part of its expansive strategy, Jetter
intends to enter strategic alliances eventu-
ally leading to mergers and acquisitions.
These carry the usual inherent risks, that
projected synergies and potential cost
savings will not occur, that procedures,
products or corporate cultures cannot be
aligned, or that even additional costs
must be sustained.

h) Furthermore, Jetter is subject to the
common production and market risks.
These include the credit risk and legal
risks in judicial confrontations.

23
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IV. OUTLOOK

The Jetter group starts the new business year
with full order books. This shows on one
hand, that Jetter’s existing process-PLC tech-
nology is well positioned in the market, on
the other hand it indicates the favourable
climate in the essential German and Asian
industrial engineering markets. Notwith-
standing this positive environment, Jetter
expects only a moderate sales increase for
the new business year, which will be sub-
stantially below the growth rates of the year
just ended. This is mainly a result of the
delay in JetWeb, caused by co-operations.
Interested parties will usually decide to delay
a new project for several months, in order to
take advantage of the JetWeb technology’s
significant capabilities. Jetter expects to sell
its first JetWeb products in autumn 2000.

The decentralisation of the sales force will
be continued in the new fiscal year. Jetter
plans to open another regional office in
Germany. From summer 2000, a yet to be
founded US subsidiary will intensely cover
the American market, which is essential for
new technologies in the automation business.
Jetter is expecting over-proportionate growth
on this market. An establishment in Italy
shall cover another important market with a
dedicated sales organisation.

We want to extend our technological leader-
ship in the market for ethernet-based open
real-time automation solutions. This requires
the employment of further developers.
Development co-operation with leading
automation suppliers will give us access to
additional know-how and allow Jetter to
broaden the base for the market introduction
of its JetWeb products.

Given the substantial investment in the
JetWeb product development and in the
expansion of the sales organisation,
Jetter AG as well as the Jetter group will
show a substantial loss from operations in
the fiscal year 2000/2001, with growing
sales.



Time to Market. To recognise market trends timely and to convert them immediately into products is the decisive challenge
for automation companies. Product life cycles in this market will shorten by half, according to an ARC study.
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ASSETS

D.

Fixed Assets
Intangible Assets
1. Software

2. Goodwill

Tangible Assets
1. Leasehold Improvements
2. Other Furniture and Equipment

3. Construction under Progress

Financial Assets

1. Paid-in insurance capital

. Current Assets

Stocks

1. Raw Material and Supplies

2. Unfinished Goods and
Work in Progress

3. Finished Goods and Merchandise

Receivables and other Assets
1. Trade Debtors

2. Other Assets

Securities

Cash at Bank and in Hand

Prepaid Expenses

Deferred Taxes

TOTAL ASSETS

31 March 2000
DM

3,344,104.63
669,024.00
526,407.31
142,616.69

2,106,538.43
299,237.59
1,796,628.69

10,672.15

568,542.20
568,542.20

39,920,269.45
5,665,563.87

2,549,003.46

1,405,506.83
1,711,053.58

9,366,795.70

8,695,411.08

671,384.62

19,617,201.64

5,270,708.24

483,345.31

174,600.00

43,922,319.39

%

7.6
1.5
1.2
0.3

4.8
0.7
4.1
0.0

1.3
1.3

90.9
12.9

5.8

3.2
3.9

21.3

19.8

1.5

44.7

12.0

1.1

0.4

100.0

31 March 1999
KDM

2,302
634
433
201

1,668
312

1,264
92

11,720
5,355
2,890

1,081
1,384

5,049

3,742
1,307

1,316

238

438

14,698

%

15.7
4.3
2.9
1.4

1.3
2.1
8.6
0.6

0.0
0.0

79.7
36.4

19.7

7.4
9.4

34.4

25.5

8.9

0.0

9.0

1.6

3.0

100.0



EQUITY AND LIABILITIES

Capital and Reserves

Share Capital

Capital Reserves

Revenue reserves

Consolidated Loss

Minority Interest

Accruals

1. Pension Accruals

2. Tax Accruals and deferred Taxes
3. Other Accruals

Liabilities

1. Liabilities to Banks

2. Advance Payments received on Orders
3. Trade Creditors

4. Liabilities to Shareholders

5. Other Liabilities

TOTAL EQUITY AND LIABILITIES

31 March 2000
DM

37,009,043.49
4,483,388.22

38,402,964.93

762,125.88

—6,639,435.54

4,630.59

4,590,705.44
1,708,649.00

810,437.06
2,071,619.38

2,317,939.87
0.00

0.00
1,374,446.42
0.00
943,493.45

43,922,319.39

%

84.3
10.2

87.4

=15,

0.0

10.5
3.9
1.8
4.7

553
0.0
0.0
3.1
0.0
2.1

100.0

31 March 1999
KDM

3,567
568

168

3,752

=921

121

4,614
1,555
1,354
1,705

6,396
3,602
297
583
1,101
813

14,698

%

24.3
3.9

0.8

314
10.6

9.2
11.6

43.5
24.5
2.0
4.0
7.5
5.5

100.0
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Sales Revenues

Increase / Decrease in Finished and Unfinished Goods

and Work in Progress
Internal Expenditure capitalised
Total Output
Other Operating Income
Cost of Materials
Personnel Cost
Depreciation on Intangible and

Tangible Fixed Assets
Other Operating Expenses
Operating Expenses
Operating Result
Interest and Similar Income
Write-down of Securities
Interest and Similar Expenses
Result from Ordinary Activities
Extraordinary Expenses for IPO
Income Taxes
Other Taxes
Consolidated Loss including Minority Interest
Minority Interest in the Result
Consolidated Loss

Number of Shares

Loss per Share

Outstanding Stock Options

Thereof diluting

Diluted Loss per Share

Result before Extraordinary Expense

Loss per Share before Extraordinary Expense)*
Diluted Loss per Share

before Extraordinary Expense)*

*) corresponds to EPS under DVFA/SG

1999/2000
DM

30,555,972.06

339,353.14
244,351.86
31,139,677.06
1,042,966.48
10,519,662.70
12,888,075.76

1,793,690.95
8,254,979.11
33,456,408.52
-1,273,764.98
700,030.16
-91,769.29
-147,270.73
-812,774.84
5,306,464.12
518,784.82
7,081.51
-6,645,105.29
-5,669.75
-6,639,435.54

2,020,653
-3.29

25,080

11,537

-3.27
-1,332,971.42
-0.66

-0.66

1998/1999

(9 Months)

% KDM
98.1 17,836
1.1 =550
0.8 98
100.0 17,384
3.3 746
33.8 5,725
41.4 8,041
5.8 993
26.5 4,711
107.4 19,470
-4.1 -1,340
2.2 58
-0.3 0
-0.5 -129
-2.6 -1,411
17.0 0
1.7 -471
0.0 5
-21.3 -945
0.0 24
-21.3 -921
1,477,320

-0.62

0

0

0

-921

-0.62

0

%

102.6

=22
0.6
100.0
4.3
32.9
46.3

5.7
271
112.0
7.7
0.3
0.0
-0.7
-8.1
0.0
2.7
0.0
-5.4
-0.1
-5.3



Consolidated result before taxation and extraordinary items
Depreciation on Fixed Assets
Increase in Pension Accruals
Profit (=) / Loss (+) from Disposal of Fixed Assets
Other Non-Cash Expenses (+) and Revenues (-)
Investment income
Interest expense

Operating income before working capital changes
Increase () / Decrease (+) in Current Assets and Deferrals
Increase (+) / Decrease (-) in Current Liabilities

Cash generated from / -used in operations
Interest paid
Interest received
Income Taxes paid (reimbursed)
Other Taxes paid

Cash flow before extraordinary items
Extraordinary Expenses for IPO

(1) Net Cash from / -for operating activities
Payments from Sales of Fixed Assets
Payments for Investments in Intangible Fixed Assets
Payments for Investments in Tangible Fixed Assets
Payments for Purchase of Shares in Subsidiaries

(2) Net Outflow from Investment Activities
Repayments of Liabilities to Shareholders
Capital Increase
Increase (+) / Decrease (-) of Minority Interest*)
Loans / -Repayment of Loans

(3) Net Inflow from Financing Activities

(4) Changes in Financing Funds (1+2+3)

(5) Exchange rate variations in Financing Funds

(6) Funds at the Beginning of the Period

(7) Funds at the End of the Period

Compositions of Funds

Cash at Bank and in Hand
Short term Liabilities to Banks
Funds at the End of the Period

*) For the current year without changes for Jetter Asia Pte. Ltd., Singapore

1999/2000
KDM

-813
1,794
153
=5

5,271

5,271

1998/1999
(9 Months)
KDM

-1,411
995
257

15
—206
-58
129
-279
=55

-1,014

-1,348

=128
58

471

=5
-953

0

-953

0

-640
-896

0
-1,536
-148
236
-882
—268
-1,062
-3,551
0
1,272
-2,279

1,316
-3,595
-2,279
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Integrity. Maintaining high ethical standards in day-to-day business is our guiding principle — ensuring long-term
relationships based on mutual trust with employees, customers and suppliers.
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GENERAL PRINCIPLES

Jetter, being a parent company quoted on the stock exchange, has chosen to prepare its
consolidated financial statements using internationally acknowledged accounting principles,
as allowed under § 292 a HGB (German commercial code). The applied principles are the
“International Accounting Standards” (IAS).

The notes to the consolidated financial statements contain the financial information by
segment required by IAS 14 and the movements in shareholders’ equity required by IAS 1.

The financial statements of the parent company and its subsidiaries are prepared using
uniform accounting policies. They are all drawn up to the same reporting date as the
consolidated financial statements. In accordance with international practice, the financial
statements start with the income statement. The methods for recognition and measurement
are explained next to the relevant position.

In the previous year, the reporting date was changed to March 31. Previous year figures
comprise a nine month period that ran from 1 July 1998 to 31 March 1999.

In the previous year, part of shareholders equity was shown as revenue reserves and retained
earnings. To increase the clarity of the financial statements, this distinction will be abandoned
as of this year. The income statement ends with the consolidated result for the business year
net of minority interest. Minority interest on the balance sheet is shown on a separate line.
Previous year figures and movements in equity have been adjusted where necessary. The
presentation of the cash-flow statement has been slightly modified as well.

CONSOLIDATION PRINCIPLES

Equity was consolidated by eliminating the amount of the parent’s investment in each sub-
sidiary, based on the cost at the acquisition date. Resultant goodwill was recognised as an
intangible asset and amortised over five years on a straight-line basis in accordance with

IAS 22. Revenues and costs as well as receivables and debts between group companies were
compensated. Unrealised profits resulting from intragroup transactions, that are included in
inventories, were eliminated.

MEASUREMENT PRINCIPLES
The amount of assets and liabilities is based on historical cost, with the exception of securities

that are measured at fair value. Specific measurement principles are explained next to the
relevant positions.
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CURRENCY CONVERSION

The financial statements of foreign subsidiaries were converted to DM applying the rules for
foreign entities according to IAS 21. All subsidiaries report in local currency; their operations
are not an integral part of those of the parent company. Therefore, assets and liabilities are
converted at the closing rate. Income and expense items are converted at the average rate
during the reporting period. None of the subsidiaries operates in a hyper-inflationary economy.
The applied exchange rates are as follows:

DM-rate DM-rate
Country Currency (closing) (average)
United Kingdom 1 GBP 3.27 3.18
Switzerland 1 CHF 1.23 1.22
Singapore 1 SGD 1.20 1.17

Exchange rate differences recognised in the income statement amounted to a net profit of
KDM 297. Further KDM 332 were attributed directly to reserves.

GROUP COMPANIES

Apart from Jetter AG, Ludwigsburg, the following foreign subsidiaries are included in the
consolidated financial statements:

Share
Capital Share
Since LC in %
Jetter Automation Ltd., Aldridge, United Kingdom 1994 10,000 100
Jetter (Schweiz) AG, Tagerschen, Switzerland 1992 200,000 85
Jetter Asia Pte. Ltd., Singapore 1994 300,000 100

The share in Jetter Asia Pte. Ltd., Singapore was brought from 94 % to 100 % in the fiscal
year.



DEVIATIONS FROM HGB PRINCIPLES

The principles for recognition, measurement and consolidation used in these financial
statements differ from German HGB principles on the following issues:

Recognition of deferred taxes on temporary differences between balance sheet values for tax

and reporting purposes.

Measurement of securities at fair value.

Measurement of pension accruals under the projected unit credit-method, reflecting future

pension increases and using a market-based interest rate.

Recognition of goodwill resulting from consolidation as intangible asset and depreciation

over five years.

Valuation of stock at the lower of cost or net realisable value (excluding eventually lower

replacement cost).

SEGMENT REPORTING

Certain information is disclosed for geographical and industry segments, as required by
IAS 14. Segment reporting is based on the internal management reporting structure, with the

primary segment reporting format being geographical by customer location.

Sales by geographical area 1999/2000

America
5%

Asia
28% Germany

48 %

Rest of Europe
19 %

Sales by geographical area 1998/1999

Asia
15 %

Rest of Europe
20%

America
4%

Germany
61%
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in KDM

Sales revenues
Operating result
Operating Assets
Liabilities
Investments

Depreciation

in KDM

Sales revenues
Operating Assets

Investments

The following table shows sales revenues, operating result, assets, liabilities, investments and
depreciation by geographical area by customer location (primary reporting format).

Germany
99/00  98/99  99/00
14,664 10,964 = 5,956
-1,469 -823 -581
15,217 10,443 = 1,660
1,303 5,603 540
2,008 1,126 136
1,503 727 138

Rest of Europe

98/99

3,613
=271
1,755
599
189
122

Asia
99/00
8,418

929
6,622
475
66
121

98/99

2,591
-195
2,062
194
221
144

USA
99/00  98/99
1,502 633

-151 -48
63 0

0 0

57 0
32 0

Other Countries

99/00  98/99
16 35
=2 =3

0 0
0 0
0 0
0 0

Total
99/00 98/99
30,556 17,836
-1,274 -1,340
23,562 14,260
2,318 6,396
2,267 1,536
1,794 993

The following table shows sales revenues, assets and liabilities by industry segment (secondary
reporting format).

Process PLC

99/00

14,701
11,336

1,091

98/99  99/00
9,567 3,210
7,649 2,475

824 238

Servoamplifier

98/99

1,378
1,101
119

Visualisation
99/00 98/99
3,858 2,468
2,975 1,973

286 212

There have been no sales between segments.

Services
99/00  98/99
2,405 1,507
1,855 1,205

178 130

Merchandise etc.

99/00  98/99
6,382 2,916
4,922 2,332

474 251

Total
99/00 98/99

30,556 17,836

23,562 14,260

2,267 1,536

Operating assets comprise all assets with the exception of financial assets, securities and
deferred tax assets.
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NOTES TO THE CONSOLIDATED INCOME STATEMENT
SALES REVENUES

The composition of sales revenues by geographical area and industry segment is shown in
the notes on segment reporting.

OTHER OPERATING INCOME
Other operating income mainly comprises: increase in paid-in insurance capital, gains from
exchange rate differences, employee benefits in kind, the reduction of provisions and
write-downs, as well as government grants for research projects. Grants for research projects
amounting to KDM 126 (previous year: KDM 184) were recognised as income.

COST OF MATERIALS

The cost of materials amounts to 33.8 % of total output (previous year 32.9 %).

Its composition is as follows:

1999/2000 1998/1999

KDM KDM

Cost of materials and supplies 9,967 5,440
Cost of services 553 285

Cost of materials 10,520 5,725



EMPLOYEES AND PERSONNEL COST

The average headcount during the year was 115 (pr. yr. 109). The ratio of personnel cost to
total output was 41.4 % (pr. yr. 46.3 %).

The headcount at year-end was as follows:

31.3.2000 31.3.1999
Jetter AG, Germany 100 92
— Administration and Finance 19 19
— Distribution and Marketing 17 15
— Application 8 6
— Research and Development 29 25
— Production and Logjistics 27 27
Jetter Asia Pte. Ltd. (Singapore) 9 10
Jetter Automation Ltd. (Great Britain)
Jetter (Schweiz) AG (Switzerland)
Jetter-Group 121 113

Personnel cost includes pension cost of KDM 290 (previous year: KDM 173). These costs are
composed as follows:

1999/2000 1998/1999

KDM KDM

Current service cost 60 60
Interest 93 37
Insurance contributions 137 76

Total pension cost 290 173



DEPRECIATION OF INTANGIBLE AND TANGIBLE FIXED ASSETS

Fixed assets are mainly depreciated on a straight-line basis. The useful life for the different
categories is as follows:

Years
Software 2-4
Goodwill 5
Leasehold improvements 5-12
Other Furniture and Equipment 2-7
1999/2000 1998/1999
KDM KDM
Depreciation of Tangible Assets and Software 1,736 950
Depreciation of Goodwill 58 43
1,794 993

The goodwill results from the consolidation process. In accordance with IAS 12, no deferred
taxes are calculated on goodwill.

OTHER OPERATING EXPENSES

Other operating expenses are composed as follows:

1999/2000 1998/1999

KDM KDM

Operating Expenses 864 625
Administration Expenses 1,601 856
Distribution Expenses 4,775 2,083
Other Expenses 1,015 1,147

8,255 4,711
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RESEARCH AND DEVELOPMENT COST

The cost for Research and Development in the business year amounted to 4.5 mio. DM.

EXTRAORDINARY EXPENSES FOR IPO

INCOME TAX

This position contains mainly bank fees, consultancy and marketing expenses related to the
IPO in August 1999. At the time of the IPO, these expenses were charged to the income
statement, in line with the then current practice. The latest developments in International
Accounting Standards (SIC-17) would for future cases suggest offsetting these costs against
the capital reserve, with no effect on the income statement. This interpretation, however, is
not yet binding for these consolidated financial statements. In order to safeguard continuity
with the quarterly statements already published, we have decided against an anticipated
application of the new interpretation.

Income tax is composed as follows:

1999/2000 1998/1999
KDM KDM
Current period actual tax 388 245
Previous period actual tax 12 71
Current period deferred tax 45 -262
Changes in deferred tax due
to tax rate changes 74 0
Actual loss carry forward
and reimbursements 0 -383

Total 519 -471
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EARNINGS PER SHARE
Earnings per share were calculated in accordance with IAS 33. Shares issued in the IPO were
considered in the number of shares, calculating a weighted average. Earnings are net of
minority interest, as shown in the income statement.
Diluted earnings per share were calculated increasing the number of shares by the number
of outstanding sto<<ck options, taking into account the ratio of the options’ strike price to

the average stock price during the business year.

The number of shares for the previous year was adjusted for the stock split, as prescribed
in 1AS 33.43.

NOTES TO THE CASH FLOW STATEMENT
The cash flow statement shows changes in financial funds of the Jetter group during the
fiscal year. In accordance with IAS 7, movements in cash and cash equivalents are divided into
movements from operations, from investment and from financing activities.
Financing funds
Financing funds comprise cash on hand and bank balances net of overdrafts.

Income tax

In the fiscal year, KDM 694 income tax was paid by the group, while KDM 177 was received
as reimbursements.

Purchase of further shares in subsidiaries

KDM 126 was paid for the remaining shares of Jetter Asia Pte. Ltd., Singapore. This investment
is not shown in the movements in fixed assets, since it is eliminated in the consolidation.
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NOTES TO THE BALANCE SHEET
ASSETS
INTANGIBLE AND TANGIBLE FIXED ASSETS

Intangible fixed assets are measured at cost less accumulated depreciation. They include
KDM 143 of Goodwiill, which results from consolidation and is capitalised in accordance with
IAS 22.

Tangible fixed assets are measured at cost less accumulated depreciation. For self-produced
assets, cost consists of material cost, labour cost and attributable portions of necessary
material and manufacturing overheads, including depreciation on production assets. Assets
of insignificant value are completely amortised in the year of acquisition.

STOCKS

Stock is valued at purchase or manufacturing cost. For raw materials and supplies, the FIFO-
method is applied. Where necessary, stocks have been written down to net realisable value.
Manufacturing cost for unfinished goods or services and for finished goods incorporates
material cost, labour cost and attributable portions of necessary material and manufacturing
overheads, including depreciation an production assets.

DEBTORS AND OTHER ASSETS
Debtors and other assets are stated at nominal value. Identifiable risks are covered by
appropriate adjustments. Other Assets mainly consists of accrued interest, prepaid insurance

and tax credits.

Debtors and other assets are due within one year except for KDM 166.



SECURITIES

Securities comprise bonds with fixed interest rates and blue chip stocks from European and
US markets, which are held for sale. The bonds carry nominal interest between 3.25 and
5% and mature at maximum in December 2004. They are stated at fair value according to
IAS 39.69. All securities are actively traded, therefore fair value can be precisely determined.
The increase in fair value of KDM 167, as compared with the price at fulfilment date, has been
charged to interest income (IAS 39.103 (b)(i). Application of IAS 39 for these consolidated
statements is not yet compulsory.

Interest risk

The fair value of bonds with fixed interest rates may vary with variations in the overall interest
level. Since these bonds are valued at market price at the closing date, the effective interest
rate corresponds to the market rate.

Loss risk

The risk of losses within the securities held is limited insofar as we only co-operate with bona
fide partners.

PREPAID EXPENSES

Prepaid expenses consist of rent and insurance. KDM 251 reflects periods more than twelve
months after the closing date.

DEFERRED TAX ASSETS

The deferred tax assets contain tax assets resulting from temporary differences (mainly in the
valuation of pension accruals and stocks) net of liabilities for deferred taxes on exchange rate
differences in equity. Deferred taxes are calculated by the liability method (IAS 12), considering
all recognition and measurement differences between fiscal and IAS assets and liabilities,
independent from eventual future reversals of these differences. Following the reform of
German tax law, the rate for deferred taxes was reduced from 50 % to 40 %. The effect of
this variation is disclosed in the notes on income tax. Jetter AG, Ludwigsburg, has tax loss
carry-forwards of KDM 7,181 for federal income tax and of KDM 7,824 for local income tax,
which have not been considered in the calculation of deferred taxes.
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EQUITY AND LIABILITIES
EQUITY

The parent company has been quoted in the “Neuer Markt” segment of the Frankfurt
(Germany) stock exchange since 19 August 1999.

During the fiscal year, the different components of equity have developed as follows:

Revenue Reserves
Exchange Profit/Loss

Share Capital rate carried
In KDM Capital ~ Reserve differences  forward Result Total
Balance 1.4.1999 568 168 -80 3,832 -921 3,567
Attribution to reserves -921 921 0
Conversion into
share capital 2,321 =21 -2,300 0
IPO 1,594 38,256 39,850
Result for the year -6,639 —6,639
Exchange rate
differences 332 332
Deferred taxes on
exchange rate
differences -101 -101
Balance 31.3.2000 4,483 38,403 151 611 —-6,639 37,009

SHARE CAPITAL

The group share capital is that of the parent company. Share capital at the beginning of the
year was KDM 568 with 113,640 shares. The shareholders’ meeting on 17 June 1999 took the
following decisions:

e Conversion of reserves and retained earnings into share capital by KDM 2,321 and
conversion of the new share capital of KDM 2,889 from DM to € 1,477,320, contemporarily
splitting the shares at a ratio of 1:13. These operations were registered on 28 July 1999.

e Increase in share capital of € 815,000 by way of an IPO. This operation was registered on
16 August 1999.

The share capital consists of 2,292,320 ordinary non-par value bearer shares and is
completely paid in. One share corresponds to 1 € of share capital.
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CONDITIONAL SHARE CAPITAL

Management and supervisory board are authorised to create conditional capital of up to
29,000 €. This conditional capital is intended to cover a stock option plan that permits the
issue of stock options to the company’s management and staff, as well as to the manage-
ment and staff of affiliated companies. The conditional capital will be issued only to the
extent that stock options will be exercised. On 31 March 2000, 25,080 stock options have
been issued. The stock option plan is discussed in detail below.

STOCK OPTION PLAN

On 17 June 1999, 26,160 stock options were issued to the company’s management and staff,
as well as to the management and staff of affiliated companies. The options give the right

to purchase one share at a price of 25 € (the subscription price at the IPO). The options can
be exercised three years after issuance up to 40 %, after for years up to 70 % and after

5 years up to 100 %. Options that are not exercised after 6 years become void. At the end of
the aforementioned terms, the options can be exercised within a well-defined time limit.

In the absence of precise rulings under IAS, the options are reported according to APB 25.
Since the purchase price for shares under the stock option plan equals the stock price at the
issuance date, and is unconditional, no actual or contingent liability is shown and no cost
recognised.

CONDITIONAL CAPITAL

Management is authorised to issue up to 916,928 additional bearer shares, in one or more
steps, with the approval of the supervisory board, on or before 17 June 2004. Payment is to
be in cash or in kind (conditional capital I).

Management is further authorised to issue up to 229,232 additional bearer shares, in one or
more steps, with the approval of the supervisory board, on or before 17 June 2004. Payment
is to be in cash (conditional capital II).



CAPITAL RESERVE

The capital reserve was transformed into share capital in the amount of KDM 21. During the
IPO, the difference between the subscription price and the nominal value of KDM 38,256
was attributed to the reserve.

REVENUE RESERVES

Revenue Reserves contain the reserve for exchange rate differences and the profit/loss carried
forward.

The reserve for exchange rate differences contains changes in shareholders equity caused by
different conversion rates. Deferred taxes on these differences are deducted directly from the
reserve. The increase for the fiscal year is mainly due to the development of the Singapore
Dollar and the corresponding valuation of the equity of Jetter Asia Pte. Ltd., Singapore.

The profit/loss carried forward contains the non distributed results of the parent company
and its subsidiaries. The loss from the previous year was deducted from the profit carried
forward. KDM 2,300 has been converted into share capital.

MINORITY INTEREST

Minority interest declined due to the purchase of the remaining shares of Jetter Asia Pte. Ltd.,
Singapore.

PENSION ACCRUALS

Pension liabilities of Jetter AG are calculated according to the internationally accepted
method of actuarial present value (IAS 19). The changes in German life expectancy tables are
reflected in the pension accrual. A future pension increase of 2.5 % p.a. was assumed in the
calculations. To determine present value, an interest rate of 6 % was applied. The company’s
pension obligations are fully covered by the accrual. They are partly covered by insurance
contracts. The values developed as follows:

31.3.2000 31.3.1999

KDM KDM

Defined Benefit Obligation 1,660 1,555
Unrecognised Gain 49 0
Accrued Benefit Cost 1,709 1, 555

The increase in accrued benefit cost corresponds to the current service cost plus interest
shown in the income statement.
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TAX ACCRUALS

Tax accruals reflect actual tax for the period for Jetter Asia Pte. Ltd., Singapore (KDM 597)
and tax of Jetter AG, Ludwigsburg for previous years (KDM 213).

OTHER ACCRUALS

Based on reliable economic estimates, other accruals represent the amount which covers the
probable outflow of resources required for the settlement of present obligations. Accruals are
recognised only for singularly identifiable obligations. The most significant items are accruals
for vacation and holiday pay of KDM 755, other employee benefits of KDM 467 and accruals
for guarantee expenses of KDM 114.

LIABILITIES

Liabilities are mostly due within one year. They are valued at the amount necessary for their
extinction.

CONTINGENT LIABILITIES AND OTHER FINANCIAL OBLIGATIONS
Liabilities from issuance or transfer of bills amount to KDM 1,081.

Other financial obligations from rent and lease contracts for buildings and assets, which
are not recognised on the balance sheet, amount to KDM 8,675 over the duration of the
contracts.

Open purchase orders amount to KDM 53 for fixed assets and KDM 2,445 for production
material.



Intangible Assets
Software

Goodwill

Total

Tangible Assets

Leasehold Improvements
Other Furniture and Equipment
Construction under Progress
Total

Financial Assets
Paid-in insurance capital*)
Total Fixed Assets

*) Shown as Other Asset in the previous year; the reclassification regards the balance at 31 March 1999.

Balance
1.4.1999
DM

855,890.25
288,527.44
1,144,417.69

566,362.21
4,809,009.84
91,885.14
5,467,257.19

0.00
6,611,674.88

FOREX
difference
DM

2,678.44
0.00
2,678.44

0.00
81,423.30
0.00
81,423.30

84,101.74

Additions
DM

544,862.07
0.00
544,862.07

72,056.15
1,639,596.54
10,672.15
1,722,324.84

89,938.00
2,357,124.91

Cost

Reclassi-
fications
DM

0.00
0.00
0.00

0.00
91,885.14
-91,885.14
0.00

478,604.20
478,604.20

Disposals
DM

66,977.37
0.00
66,977.37

0.00
879,701.59
0.00
879,701.59

946,678.96

Balance
31.3.2000
DM

1,336,453.39
288,527.44
1,624,980.83

638,418.36
5,742,213.23
10,672.15
6,391,303.74

568,542.20
8,584,826.77



Balance
1.4.1999
DM

422,650.24
88,205.27
510,855.51

254,801.17
3.544.863,48
0.00
3,799,664.65

4,310,520.16

Accumulated Depreciation

FOREX
difference
DM

1,888.93
0.00
1,888.93

0.00
55,876.61
0.00
55,876.61

57,765.54

Additions
DM

452,484.28
57,705.48
510,189.76

84,379.60
1,199,121.59
0.00
1,283,501.19

1,793,690.95

Disposals
DM

66,977.37
0.00
66,977.37

0.00
854,277.14
0.00
854,277.14

921,254.51

Balance
31.3.2000
DM

810,046.08
145,910.75
955,956.83

339,180.77
3,945,584.54
0.00
4,284,765.31

0.00
5,240,722.14

Net Book Value

Balance
31.3.2000
DM

526,407.31
142,616.69
669.024,00

299,237.59
1,796,628.69
10,672.15
2,106,538.43

568,542.20
3,344,104.63

Balance
1.4.1999
DM

433,240.01
200,322.17
633,562.18

311,561.04
1,264,146.36
91,885.14
1,667,592.54

0.00
2,301,154.72
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SUPERVISORY BOARD

Kurt Hauser, Businessman, Ludwigsburg, Germany (Chairman)

Dr. Michael J. Oltmanns, Attorney at law, Frankfurt am Main, Germany (Deputy Chairman)
Roland Duchatelet, Engineer, Deurne, Belgium

Harald Fischer, Engineer, Darmstadt, Germany

Friedhelm Kernstock, Businessman, Stuttgart, Germany

Bijan-Daniel Khezri, Investment Banker, London, Great Britain

The fees paid to the members of the supervisory board during the fiscal year amount to
KDM 75.

The following members of the supervisory board are also on the supervisory boards of the
following companies:

Dr. Michael J. Oltmanns Hychem AG (Deputy Chairman)
Pfeiffer Vacuum Technology AG
Scholz AG (Chairman)

Bijan-Daniel Khezri VPNet Technologies Inc., USA



MANAGEMENT BOARD
Martin Jetter, Ludwigsburg (Chairman)
Andreas Kraut, Ludwigsburg
Andreas Gatter, Ludwigsburg

The fees paid to the members of the management board during the fiscal year amount to
KDM 1,022. Pension accruals for active board members amount to KDM 664.

There is a pension accrual of KDM 1,045 for a former member of the management board.

Ludwigsburg, May 2000

The Management Board of Jetter AG
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WE HAVE ISSUED THE FOLLOWING OPINION ON THE GROUP FINANCIAL STATEMENTS AND THE
GROUP MANAGEMENT REPORT:

“We audited the Group accounting of Jetter AG, Ludwigsburg, for the business year from
April 1, 1999 to March 31, 2000. The Group accounting includes the Group financial statements,
consisting of the balance sheet, profit and loss account, consolidated statement of shareholders
equity, cash flow statement, and notes as well as an orderly presentation of the information
required according to Article 36 of the 7* EC Guideline for the Group management report. The
preparation of the Group accounting is the responsibility of the Managing Board of the Com-
pany. Our responsibility is to assess, on the basis of our audit, whether the Group accounting
complies with International Accounting Standards and whether the conditions for exemption
pursuant to Paragraph 292 a Sect. 2 of the German Commercial Code have been met.

We conducted our audit of the Group financial statements in accordance with Paragraph 317
of the German Commercial Code and the generally accepted standards for the audit of
financial statements promulgated by the German Institut der Wirtschaftsprufer (IDW), and in
accordance with the International Standards on Auditing (ISA). Those standards require that
we plan and perform the audit such that misstatements materially affecting the presentation
of the net assets, financial position and results of operations in the Group financial statements
in accordance with German principles of proper accounting and in the Group management
report are detected with reasonable assurance. Knowledge of the business activities and the
economic and legal environment of the Group and evaluations of possible misstatements are
taken into account in the determination of audit procedures. The effectiveness of the internal
control system and the evidence supporting the disclosures in the Group financial statements
and the Group management report are examined primarily on a test basis within the frame-
work of the audit. The audit includes the assessment of the annual financial statements of
the companies included in the consolidated financial statements, the delimitation of the group
of consolidating companies, the accounting and consolidation principles used and significant
estimates made by the managing directors, as well as evaluating the overall presentation

of the Group financial statements and Group management report. We believe that our audit
provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion, the Group financial statements give a true and fair view of the Group’s net assets,
financial position and results of operations in accordance with the International Accounting
Standards (IAS), and appropriately represent the cash flows of the preceding financial year.

It is our conviction that the Group management report as a whole provides a suitable under-
standing of the Group’s position and suitably presents the risks of future development. More-
over, we confirm that the Group financial statements and Group management report fulfill
the conditions to exempt the company from the requirement to prepare Group financial
statements and a Group management report according to German law.”

Stuttgart, June 6, 2000

Ernst & Young Deutsche Allgemeine Treuhand AG
Wirtschaftspriufungsgesellschaft

Ossig Wittmann
Wirtschaftsprufer Wirtschaftsprufer
(Independent Auditor) (Independent Auditor)



Shareholder Value. The application of both “Customer Value” and “Employee Motivation” adds up to Shareholder Value.
By building good customer relations and fully unfolding the employees’ potential, we ensure the long-term growth
of the company’s value.
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ASSETS

A. Fixed Assets
I Intangible Assets
1. Software

Il. Tangible Assets
1. Leasehold Improvements
2. Other Furniture and Equipment

3. Construction under Progress

lll. Financial Assets
1. Investment in Affiliated Companies
2. Loans to Affiliated Companies
3. Paid-in Insurance Capital

Total Fixed Assets

B. Current Assets

I.  Stocks
1. Raw Materials and Supplies
2. Unfinished Goods, Unfinished Services
3. Finished Goods and Merchandise

4. Advance Payments Received

Il. Debtors and Other Assets
1. Trade Debtors
2. Receivables from Affiliated Companies
3. Other Assets

[Il. Securities
1.Other Securities

IV. Cash and Cash Equivalents
Total Current Assets

C. Prepaid Expenses
TOTAL ASSETS

31 March 2000
DM

502,859.67

299,237.59
1,478,988.51
10,672.15
1,788,898.25

1,959,675.71
2.00
568,542.20
2,528,219.91
4,819,977.83

2,408,706.84
1,394,890.33
738,393.75
—-23,334.00
4,518,656.92

3,422,935.79
3,174,767.01

650,938.12
7,248,640.92

19,416,668.64

3,955,371.38
35,139,337.86

402,915.26
40,362,230.95

31March 1999
KDM

423

312
937
92
1,341

1,833

1,833
3,597

2,743
1,067
804

4,614

1,816
1,530
1,105
4,451

18
9,083

178
12,858



EQUITY AND LIABILITIES

550 G BN = )]

TOTAL EQUITY AND LIABILITIES

. Shareholder’s Equity

Subscribed Capital

. Capital Reserves

Revenue Reserves
1. Other Revenue Reserves

. Retained Earnings

. Accruals

Pension Accruals
Tax Accruals
Other Accruals

. Liabilities

Liabilities to Banks

Trade Payables

Liabilities to Shareholders
Other Liabilities

thereof for Taxes

thereof for Social Security

31 March 2000
DM

4,483,388.22

38,402,964.93

0.00

-7,153,876.38
35,732,476.77

1,392,602.00

213,276.00
1,720,750.00
3,326,628.00

0.00
615,925.17
0.00
687,201.01
(360,994)
(238,550)
1,303,126.18

40,362,230.95

31 March 1999
KDM

568

168

500

1,977
3,213

1,284
1,158
1,600
4,042

3,601
274
1,101
627
(246)
(224)
5,603

12,858
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1. Sales Revenues
2. Changes in Finished and Unfinished Goods, Unfinished Services
3. Capitalised Expenditure
Total Output
4. Other Operating Income
5. Cost of Materials
a) Cost of Raw Material, Supplies and Merchandise
b) Cost of Purchased Services

6. Personnel Cost
a) Wages and Salaries
b) Social Security and Pension Cost
thereof Pension Cost DM 326,258.00 (prior year: KDM 344)

7. Depreciation on Intangible and Tangible Fixed Assets
8. Other Operating Expenses
EBIT
9. Interest and Similar Income
thereof from Affiliated Companies DM 13,548.13 (prior year: KDM10)
10. Write-down on Securities
11. Interest and Similar Expenses
12. Result from Ordinary Business Activities
13. Extraordinary Expenses for IPO
14. Income Taxes
15. Other Taxes
16. Loss for the Period
17. Profit Carry Forward from the Previous Period
18. Attribution to Reserves

19. Retained Earnings

1.4.1999
31.3.2000
DM

24,125,579.29
203,952.96
244,351.86
24,573,884.11
597,121.23

7,608,518.08
450,590.72
8,059,108.80

9,136,681.54
1,771,267.37

10,907,948.91
1,546,568.89
6,923,823.36
-2,266,444.62
524,599.98

125,029.29
141,213.71
-2,008,087.64
5,306,464.12
12,250.24
4,057.38
-7,330,859.38
1,976,983.00
-1,800,000.00
-7,153,876.38

1.7.1998
31.3.1999
(9 Months)

KDM

15,765
-323
99
15,541
646

4,733
258
4,991

5,624
1,196

6,820
786
3,893
-303
45

122

-380

=171

-213
2,190

1,977
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GENERAL PRINCIPLES

These Financial Statements have been prepared in accordance with the sections starting at

§ 242 and at § 264 HGB (German commercial code), the supplementary regulations of AktG
(German law on companies limited by shares) and the company’s statute. The regulations
applied are those pertaining to big companies as defined in § 267 HGB. The Income State-
ment is shown in the total cost format.

RECOGNITION AND MEASUREMENT PRINCIPLES

The following recognition and measurement principles have been applied in the preparation
of the Financial Statements. The structure is mainly unchanged from the previous year; only
the paid-in insurance capital has been reclassified from Other Assets to long-term Financial
Assets.

Acquired Intangible Fixed Assets are measured at cost and depreciated systematically on a
straight-line basis over 2 to 4 years, according to their expected useful life.

Tangible Fixed Assets are measured at cost of purchase or production. They are depreciated
systematically over 2 to 12 years, depending on expected useful life, as far as they are subject
to consumption. Straight-line as well as decreasing rate methods are applied. Production cost
of internally produced assets comprise direct cost as well as attributable general costs and
production-related depreciation. Assets with a cost below DM 800 are completely amortised
and shown as disposed of in the purchase period. Depreciation on assets purchased during
the business year is charged pro rata temporis, applying the six-month rule of R 44 Abs. 2
EstR where applicable.

Investments in Affiliated Companies are measured at the lower of cost or fair value.
Loans to Affiliated Companies are measured at the lower of nominal or fair value.

Stocks are measured at cost of purchase or production, or at fair value if lower. Raw Materials
and Supplies are valued at the lower of purchase cost or fair value, using the FIFO-method.
Production cost of Unfinished and Finished Goods and of Unfinished Services comprise
direct cost as well as attributable indirect cost for material and production. Valuation risks are
covered by write-downs for slow-moving articles or to net realisable value where necessary.
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Debtors and Other Assets are measured at nominal value. Single identifiable risks are
covered by appropriate write-downs. General risk is covered by a global reserve and expected
discounts are also accrued for.

Pension Accruals are based on actuarial computations, using an interest rate of 6 % and
the 1998 updated version of Dr. Klaus Heubeck'’s tables.

Other Accruals represent the amount which covers the probable outflow of resources
required for their settlement, based on reliable economic estimates. They cover all identifiable
risks and liabilities whose amount is not yet fixed.

Liabilities are valued at the amount necessary for their extinction.

Foreign Currency Receivables and Payables are reported at historical exchange rate or
the lower (receivable) or higher (payable) rate at the closing date.

NOTES TO THE BALANCE SHEET
FIXED ASSETS

The development of the single items of fixed assets, including depreciation for the business
year, is shown in a table at the end of these notes.



FINANCIAL ASSETS

At the closing date, the company held the following investments:

Subscribed Total
Currency Capital Share Capital Result
(LC) in KLC in % in KLC in KLC

Jetter (Schweiz) AG, Tagerschen,
Switzerland CHF 200 85 46 21
Jetter Automation Ltd.,
Aldridge, United Kingdom GBP 10 100 18 -113
Jetter Asia Pte. Ltd.,
Singapore SGD 300 100 2,742 992

The share in Jetter Asia Pte. Ltd., Singapore was brought from 94 % to 100 % in the fiscal
year.

TRADE RECEIVABLES AND OTHER ASSETS
Other assets comprise amounts of KDM 349 for subsidies and accrued interest, which will
be legally valid only after the closing date. Trade receivables and other assets comprise
KDM 104 which are due after more than one year.

PREPAID EXPENSES

Prepaid expenses mainly comprise prepaid rent and insurance. KDM 251 thereof reflect
periods more than twelve months after the closing date.
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CAPITAL AND RESERVES

Since 19 August 1999, the company is quoted in the Neuer Markt segment of the regulated
market on the Frankfurt stock exchange.

The single items of shareholder’s capital developed as follows during the business year

(in TDM):
Subscribed Capital Revenue

Capital Reserves Reserves Result Total
Balance 1. April 1999 568 168 500 1,977 3,213
Attribution to Reserves 1,800 -1,800 0
Internal Capital Increase 2,321 =21 2,300 0
Capital Increase for Cash 1,594 38,256 39,850
Result 7,331 7,331
Balance 31. March 2000 4,483 38,403 0 -7,154 35,732

SUBSCRIBED CAPITAL

The subscribed capital amounted to KDM 568 at the beginning of the business year. During
the year, it was subject to several modifications that are explained in detail below. At the end
of the business year, subscribed capital consisted of 2,292,320 ordinary non-par value bearer
shares (Sttickaktien) with a nominal value of 1 €.

The shareholders’ meeting on 17 June 1999 took the following decisions:

e Capital increase by transformation of reserves by KDM 2,321 to KDM 2,889 and trans-
formation of subscribed capital to 1,477,320 €. The increase and transformation were
entered in the commercial register on 28 July 1999.

e Capital increase for cash by 815,000 €. The capital increase was registered in the
commercial register on 16 August 1999.

e Authorisation of the Board of Directors and the Supervisory Board to issue stock options
and create conditional capital of up to 29,000 €. This capital can be used for stock options
issued to the company’s directors and employees as well as to directors and employees of
affiliated companies. The conditional capital increase is enacted only to the extent that stock
option holders exercise their options. On 31 March 2000, 25,080 options were outstanding.
The stock option plan is explained in detail below.



e Authorisation of the Board of Directors to increase the subscribed capital by up to
916,928 €, with the approval of the Supervisory Board, within 17 June 2004, by issuing
new non-par value bearer shares, in one or more assignments, against cash or kind
(authorised capital ).

e Authorisation of the Board of Directors to increase the subscribed capital by up to
229,232 €, with the approval of the Supervisory Board, within 17 June 2004, by issuing
new non-par value bearer shares, in one or more assignments, against cash (authorised
capital II).

STOCK OPTION PLAN

On 17 June 1999, 26,160 stock options were issued to the company’s directors and employees
and to directors and employees of affiliated companies. By the end of the business year,
1,080 of these options had expired because the holders left the company. Each option gives
the right to purchase one Jetter share at a price of 25 € (the offer price at the IPO). Up to

40 % of the options can be exercised three years after their issuance, up to 70 % after four
years and up to 100 % after five years. After six years, non-exercised options expire. Exercise
of the options is possible, after the respective terms, during certain defined intervals.

The options are accounted for at intrinsic value. As the strike price equals the fair value at the
moment of issuance, no financial obligation is recognised.

CAPITAL RESERVES
KDM 21 of the capital reserves were converted to subscribed capital during the capital
increase by transformation of reserves. At the IPO, the difference between the offer price
and the nominal value was added to the reserve, for a total of KDM 38,256.

OTHER ACCRUALS

Other accruals comprise mainly obligations towards employees, for warranty, legal, consulting
and year end costs and outstanding invoices.
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LIABILITIES

Thereof due

within one 31.3.2000 31.3.1999

year Total Total

KDM KDM KDM

Liabilities to Banks 0 0 3,601
(previous year) (3,595)

Trade Payables 616 616 274
(previous year) (274)

Liabilities to Shareholders 0 0 1,101
(previous year) (1,101)

Other Liabilities 687 687 627
(previous year) (616)

Thereof for Taxes 361 361 246
(previous year) (246)

Thereof for Social Security 239 239 224
(previous year) (224)

1,303 1,303 5,603

As in the previous year, there were no liabilities due after more than five years.
GUARANTEES AND OTHER FINANCIAL OBLIGATIONS
The guarantee amount for bills of exchange is KDM 1,081.

Financial obligations from rent and lease contracts amount to KDM 8,566; KDM 857 thereof
are due within one year. In November 1999, the company signed a rental agreement until
the year 2012 for an office building to be completed within 2000. The yearly rent will be
calculated as 6 % of net construction cost, including part of the purchase cost for the building
site, and therefore can not yet be determined.

Purchase orders amounted to KDM 41 for fixed assets and KDM 12 for construction work at
year-end. Obligations under framework agreements amounted to KDM 2,445.
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NOTES TO THE INCOME STATEMENT

The preceding business year covered only a nine-month period ended on 31 March 1999.

SALES REVENUE

Sales by geographic region

1999/2000 1998/1999 (9 months)
mio. DM in % mio. DM in %
Germany 14.7 61.0 11.0 69.6
European Community 2.0 8.3 1.8 11.4
Other Countries 7.4 30.7 3.0 19.0
241 100.0 15.8 100.0

OTHER OPERATING INCOME

Other operating income comprises mainly public contributions for research, increase in
paid-in insurance capital, gains from disposal of securities and fixed assets, revenue from
employee benefits in kind, and reduction of other accruals.

OTHER OPERATING EXPENSES

Other operating expenses comprise mainly distribution cost, administration cost and office
rent.

EXTRAORDINARY EXPENSES FOR IPO

This position contains mainly bank fees, consultancy fees and marketing cost regarding the
IPO in August 1999.
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Intangible Assets
Software

Tangible Assets
Leasehold Improvements
Other Furniture and Equipment

Construction under Progress

Financial Assets
Investment in Affiliated Companies
Loans to Affiliated Companies

Paid-in Insurance Capital

Balance
1.4.1999
DM

820,412.80

566,362.21
3,881,322.00
91,885.14
4,539,569.35

1,916,762.83
325,364.86
0.00
2,242,127.69
7,602,109.84

Additions
DM

520,802.96

72,056.15
1,489,378.06
10,672.15
1,572,106.36

126,219.88
0.00
89,938.00
216,157.88
2,309,067.20

Cost
Reclassi-
fications
DM

0.00

0.00
91,885.14
-91,885.14
0.00

0.00
0.00
478,604.20
478,604.20
478,604.20

Disposals
DM

66,977.37

0.00
776,363.30
0.00
776,363.30

0.00
0.00
0.00
0.00
843,340.67

Balance
31.3.2000
DM

1,274,238.39

638,418.36
4,686,221.90
10,672.15
5,335,312.41

2,042,982.71
325,364.86
568,542.20
2,936,889.77
9,546,440.57



Balance
1.4.1999
DM

397,199.27

254,801.17
2,943,746.22
0.00
3,198,547.39

83,307.00
325,362.86
0.00
408,669.86
4,004,416.52

Accumulated Depreciation

Additions
DM

441,156.82

84,379.60
1,021,032.47
0.00
1,105,412.07

0.00
0.00
0.00
0.00
1,546,568.89

Disposals
DM

66,977.37

0.00
757,545.30
0.00
757,545.30

0.00
0.00
0.00
0.00
824,522.67

Balance
31.3.2000
DM

771,378.72

339,180.77
3,207,233.39
0.00
3,546,414.16

83,307.00
325,362.86
0.00
408,669.86
4,726,462.74

Net Book Value

31.3.2000
DM

502,859.67

299,237.59
1,478,988.51
10,672.15
1,788,898.25

1,959,675.71
2.00
568,542.20
2,528,219.91
4,819,977.83

31.3.1999
DM

423,213.53

311,561.04
937,575.78
91,885.14
1,341,021.96

1,833,455.83
2.00
478,604.20
2,312,062.03
4,076,297.52

63
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SUPERVISORY BOARD

Kurt Hauser, Businessman, Ludwigsburg, Germany (Chairman)

Dr. Michael J. Oltmanns, Attorney at law, Frankfurt am Main, Germany (Deputy Chairman)
Roland Duchatelet, Engineer, Deurne, Belgium

Harald Fischer, Engineer, Darmstadt, Germany

Friedhelm Kernstock, Businessman, Stuttgart, Germany

Bijan-Daniel Khezri, Investment Banker, London, Great Britain

Total remuneration for the members of the Supervisory Board was KDM 75 for the business
year (without expenses).

The following members of the Supervisory Board are also on the Supervisory Boards of the
indicated companies:

Dr. Michael J. Oltmanns Hychem AG (Deputy Chairman)
Pfeiffer Vacuum Technology AG
Scholz AG (Chairman)

Bijan-Daniel Khezri VPNet Technologies Inc., USA

MANAGEMENT BOARD

STAFF

Martin Jetter, Ludwigsburg (Chairman)
Andreas Kraut, Ludwigsburg
Andreas Gatter, Ludwigsburg

The total remuneration of the members of the Management Board for the business year was
KDM 1,022.

There is a fully endowed pension accrual for one former member of the Management Board,
amounting to KDM 772.

During the business year the company employed an average of 19 blue-collar and
76 white-collar employees and 1 apprentice.

Ludwigsburg, May 2000

The Management Board
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WE HAVE ISSUED THE FOLLOWING OPINION ON THE FINANCIAL STATEMENTS AND
MANAGEMENT REPORT:

“We have audited the annual financial statements, together with the bookkeeping system,
and the management report of Jetter AG, Ludwigsburg, for the business year from April 1,
1999 to March 31, 2000. The maintenance of the books and records and the preparation

of the annual financial statements and management report in accordance with German com-
mercial law and supplementary provisions in the articles of incorporation are the responsibility
of the Managing Board of the Company. Our responsibility is to express an opinion on the
annual financial statements, the bookkeeping system and the management report based on
our audit.

We conducted our audit of the annual financial statements in accordance with Paragraph
317 of the German Commercial Code and the generally accepted standards for the audit of
financial statements promulgated by the German Institut der Wirtschaftsprtfer (IDW). Those
standards require that we plan and perform the audit such that misstatements materially
affecting the presentation of the net assets, financial position and results of operations in
the annual financial statements in accordance with German principles of proper accounting
and in the management report are detected with reasonable assurance. Knowledge of the
business activities and the economic and legal environment of the Company and evaluations
of possible misstatements are taken into account in the determination of audit procedures.
The effectiveness of the internal control system and the evidence supporting the disclosures
in the books and records, the annual financial statements and the management report are
examined primarily on a test basis within the framework of the audit. The audit includes
assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall presentation of the annual financial statements and management
report. We believe that our audit provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion, the annual financial statements give a true and fair view of the net assets,
financial position and results of operations of the Company in accordance with German
principles of proper accounting. As a whole the management report provides a suitable under-
standing of the Company’s position and suitably presents the risks of future development.”

Stuttgart, May 5, 2000

Ernst & Young Deutsche Allgemeine Treuhand AG
Wirtschaftsprifungsgesellschaft

Ossig Wittmann
Wirtschaftsprtfer Wirtschaftsprufer
(Independent Auditor) (Independent Auditor)
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DEAR SHAREHOLDERS,

the business year 1999/2000 was a special year for Jetter AG. On 19 August 1999, the
quotation of the shares started on the Neuer Markt of the Frankfurt Stock Exchange.
Jetter thus pursued the corporate strategy of technological forward orientation as prerequisite
for dynamic future growth.

The supervisory board was informed regularly during the business year, both verbally and
in writing, about the current business development. Furthermore the chairman of the
supervisory board kept in close and constant touch with the directors and was continuously
informed of all important events and decisions.

The supervisory board has fulfilled its legal and statutory obligations in five meetings,
controlling the directors and advising them. The directors produced a well-prepared
presentation for each respective agenda. The meetings were held in an open, constructive,
goal-oriented atmosphere. The discussed subjects covered basic and strategic questions
for Jetter AG and the Jetter group. Central points were the IPO and the use to be made
of the connected funds, the company’s strategic positioning with the newly developed
JetWeb, marketing and sales strategies, co-operation and acquisition projects, profit
development and future plans.

The management board has prepared the financial statements and directors’ report for
Jetter AG according to HGB, and the consolidated financial statements and directors’
report according to IAS at 31 March 2000. The audit firm Ernst & Young, Deutsche
Allgemeine Treuhand AG, appointed by the general assembly, has audited the company’s
financial statements and the group’s consolidated financial statements and the
respective directors reports, including the bookkeeping, and has issued an unqualified
opinion. The auditor has informed the supervisory board in its meeting on 17 June 2000
of the result of his audit and discussed related matters. The supervisory board itself
has thoroughly discussed the audit report, the financial statements and the directors
report; no objections were raised and the result of the audit was approved. The financial
statements were approved by the supervisory board and are thus adopted.

The supervisory board wishes to thank the management and all employees for their
extraordinary efforts during the business year 1999/2000. We thank all shareholders
for their confidence in Jetter AG.

Lt s

Kurt Hauser
Ludwigsburg, June 2000 Chairman of the Supervisory Board






