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Wolfson Microelectronics plc (the “Company”)
Supplemental Submission Pursuant to

Rule 12g3-2(b) under the Securities Exchange Act of 1934 g@? ?%g i

Ladies and Gentlemen:

We are submitting the information indicated on Schedule | pursuant to the Company’s exemption from
the registration requirements of the Securities Exchange Act of 1934 under Rule 12g3-2(b)
thereunder. The Company’s counsel received an acknowledgement postmarked November 24, 2003,
from the staff of the Commission confirming receipt of the Company’s initial submission.

The information listed on Schedule | and submitted herewith is information that may be material to
investors that the Company:

1. has made or is required to make public pursuant to the laws of Scotland;

2. has filed or is required to file with the United Kingdom Listing Authority ("UKLA") or
the London Stock Exchange and which was made public by the UKLA or the London
Stock Exchange; and

3. has distributed or is required to distribute to the holders of the Company's securities.

Pursuant to Rule 12g3-2(b)(1)(i) under the Exchange Act, we are enclosing one (1) copy of each of
the documents described on Schedule I. This information is being furnished with the understanding
that such information and documents will not be deemed "filed” with the Commission or otherwise
subject to the liabilities of Section 18 of the Securities Exchange Act of 1934, and that neither this
lefter nor the furnishing of such documents and information shall constitute an admission for any
purpose that the Company is subject to the Exchange Act.

If you have any questions or require any additional information please contact either the undersigned
at the Company on 011-44-131-272-7428 or Timothy Corbett, of Wilmer Cutler Pickering Hale and
Dorr LLP (our external legal counsel) at 011-44-20-7645-2509.

Please acknowledge receipt of this letter and the enclosures by stamping the enclosed copy of this

letter and returning it in the enclosed envelope to Timothy Carbett, Wilmer Cutler Pickering Hale and
Dorr LLP, 60 State Street, Boston, MA 02109.
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Yours faithfully

L A

Fiona Murdoch
Internal Legal Adviser
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SCHEDULE |
WOLFSON MICROELECTRONICS PLC

Supplemental Information Submitted Pursuant to Rule 12g3-2(b)(i

1, Information notified to the Regulatory Information Service between Aug 26" and Sep 23"
2005 (inclusive)
Additional directorship of non-executive director

2. Documents filed with Registrar of Companies for Scotland
Return of allotments of shares (Forms 88(2))

3. Information sent to all shareholders

Company'’s interim results for the half year ended 30 June 2005

Wolfson Microelectronics pic Registered in Scotland No. 88839
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Headline Addt! Directorship of NED

Released 16:27 15-Sep-05

Number 3389R

RNS Number:3389R
Wolfson Microelectronics PLC
15 September 2005

Wolfson Microelectronics plc
Additional directorship of Non-Executive Director
Edinburgh, 15 September 2005

Pursuant to Listing Rule 9.6.14, Wolfson Microelectronics plc (Wolfson or "the
Company") announces that Rob Eckelmann, a non-executive director of the Company,
has been appointed as a non-executive director of Xaar plc with effect from 1
October 2005.

Enquiries:

Wolfson Microelectronics 0131 272 7000
George Elliott, CFO;
Fiona Murdoch, Company Secretary

Corfin Communications 020 7929 8989
Harry Chathli, Neil Thapar

This information is provided by RNS
The company news service from the London Stock Exchange

END

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

©2005 London Stock Exchange ple. All rights reserved

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 21/09/2005
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This form has been provided free of charge For companies registered in England and Wales
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01 Continued Growth and Profitability

Financial Highlights H1 2005 H1 2004

(IFRS unless otherwise stated)

» Revenue increased by 12% to $63.8m $63.8m $56.9m

» Pre-tax profits up by 7% to $9.2m; up 14% to $10.5m W

(H1 2004: $9.3m) on a comparable basis under UK GAAP $9.2m $8.5m
» Fully diluted earnings per share 5.84 cents per share 5.84c 5.51¢c
/ T
ol
» Net cash generated from operations $17.7m $17.7m $1.4m

Operating Highlightis

-

Increased penetration of new markets in multimedia mobite phones, automotive, LCD TV,
digital radio, wireless headsets and portable games

w

Shift in product mix to higher margin portable devices with revenues in this segment up
by 64% led by sales in MP3 players, games consoles and mobile phones

-

Increase in number of design wins to 259 in the period (M1 2004: 158)

As anticipated, there was inventory reduction: $13.1m from $18.0m at 31 December 2004

v

L 4

R&D spending increased by 16% to $10.2m (H2 2004: $8.8m)
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03 Overview

The Company'’s results for H1 2005 and the comparabie periods for H2 2004, H1 2004 and
FY2004 which have been prepared under the International Financial Reporting Standards (IFRS)
are summarised in the table below:

H1 2005 H2 2004 H1 2004 FY 2004

$000 $000 3000 $000

Revenue 63,750 62,384 56,910 119,294
Gross profit 30,967 30,305 28,459 58,764
Distribution and selling costs ' (7,079) (7,365) (6,753) (14,118)
Research and development expenses (10,228) (8,797) (7,650} (16,447)
Administrative expenses (4,554) (7,485) (5,453) (12,938)
Operating profit before financing costs 9,106 6,658 8,603 15,261
Net financing costs 44 93) (74) (167)
Profit before tax 9,150 6,565 8,529 15,094
Income tax expense (2,426) (2,314) (2,176) (4,490)
Profit for the period 6,724 4,251 6,353 10,604
Basic earnings per share (cents) 6.12 3.88 6.01 9.89
Diluted earnings per share (cents) 5.84 3.66 5.51 8.17

Wolfson is pleased to report a sofid operating performance in the first half of 2005, reflecting the
Company’s success in establishing its mixed-signal semiconductors as a preferred choice for many
of the world's leading electronics manufacturers and design houses. This is the Company’s eighth
consecutive half year of revenue growth and its highest ever level of profit for a half year.

Revenues increased by 12% to $63.8m compared to H1 2004 and by 2% compared to H2 2004.
Pre-tax profits rose by 7% to $9.2m compared to H1 2004 and by 39% compared to H2 2004,
On a comparable basis under UK GAAP pre-tax profits for H1 2005 would have risen by 14% to
$10.5m (H1 2004: $9.3m) and by 40% compared to the second half of 2004 (H2 2004: $7.5m).
In particular, the results reflect strong demand for Wolfson's semiconducters incorporated into
portable devices.
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04 Qverview continued

The gross margin for H1 2005 was 48.6%, the same as H2 2004 but less than the 50% achieved
in H1 2004. As expected the gross margin in the latter half of H1 2005 was over 50% as excess
inventories, particularly consumer products, were replaced by products manufactured at lower
costs. The gross margin in the year to 31 December 2005 is anticipated to be in line with last year
in the 48-51% range.

The net cash generated from operations in H1 2005 was substantially increased to $17.7m
compared to $1.4m in H1 2004 and $7.3m in H2 2004 through tight control of working capital and
a good trading performance.

Wolfson's products are being incorporated by more leading global brands than ever before as
consumers demand high-guality audio and signal interfaces, in a wide range of products such as
digital music players, digital cameras, muiti-media mobile phones, PDAs, games machines, DVD
recorders and flat screen televisions. During the period, the Company’s total customer base
expanded to 214 (H1 2004: 193) with the top five representing 38% of revenues compared to
39% in 2004.

Wolfson continues its track record of innovation with expanded investment in new products.
Research and development costs were increased sequentially by 16% to $10.2m in H1 2005 from
$8.8m in H2 2004. The Company introduced eight new products in the first half of 2005 targeted at
next generation, portable and consumer audio applications. The design wins achieved by Wolfson in
recent years have begun to translate into volume orders for a broad range of products, in particular
games devices and multimedia mobile phone handsets. There were 259 new design wins during
the period compared with 158 in the first half of 2004.

Wolfson's strong position in the electronic gaming market contributed significantly to the first half
results and will continue to be a key growth driver. The first half also saw Wolfson continue to gain
traction in the mobile phone handset market. The roll out of 3G networks is expected to increase
demand for multi-media handsets that are capable of delivering a wide range of content rich
services featuring sound and images. Wolfson predicts overall industry demand for these handsets
will increase from 60 million units in 2004 to 300 milion units by 2007. With design wins across the
industry, Wolfson is well positioned to benefit from this increase.
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05 Operating Review

The first half of 2005 has seen an uplift in demand as Wolfson continued to broaden its
customer base and range of applications across the consumer electronics sector. Global
spending on consumer electronics has also remained buoyant, helped by the introduction
of new digital technologies that are expected 10 spur the development of innovative new
products and applications (often portable) over the long term.

Wolfson is well placed for these developments. Already we provide mixed-signal
semiconductors for many of the world’s leading brands including Apple, Creative, Epson,
Hewlett Packard, Kodak, Lexmark, Microsoft, Mitac, PalmOne, Samsung, Sanyo and Sony.

As anticipated, the portable segment has continued to increase its contribution to the
Company's overall revenues. In H1 2005 portable sales accounted for 56% of total
revenues (H1 2004: 39%) with consumer audio sales and imaging accounting for 26%

{H1 2004: 38%) and 18% (H1 2004: 23%) respectively. Going forward the Company expects
its portable segment to continue to account for more than half of total revenues.

The continued growth in sales to leading electronics companies in Japan has been
particularly significant where revenues in H1 2005 have increased by 60% to $14.6m (H1
2004: $9.1m). Further, the number of design wins increased to 259 (H1 2004: 158) of which
the maijority were for portable applications.

Portable Products » Portable products continued to set the pace of growth underlining our
competitive edge in semiconductors that deliver high-quality audio with low power consumption.
Revenues in this segment grew by 64% to $36.0m (H1 2004: $22.0m).

The growth seen in portable products stemmed from strong end-user demand for portable music
players, games consoles, PDAs, multimedia phones, portable GPS and Bluetooth headsets.
Demand for leading MP3 players including the Apple iPod and iPod mini remained robust.

Wolfson started shipping chips for a mgjor gaming brand as they geared up for the global roll-out
of flagship products. The Company is aiso beginning to gain traction with major muitimedia mobile
handset manufacturers such as Samsung, LG Electronics, and PalmOne. Wolfson has over 20
design wins for multimedia phones from Korean, Japanese and Chinese manufacturers that are
scheduled to go into production in the second half of this year.
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06 Operating Review continued

Consumer Audio » in consumer audio, where our semiconductars are typically incorporated in
mains-powered or automotive electronic goods, our products are sold to manufacturers of a wide
varisty of end-products such as LCD televisions, DVD players, DVD recorders, set-top boxes,
games consoles, digital-TVs, hi-fi and home entertainment systems, sound cards, digital radios and
automotive audio applications.

Revenues for this segment amounted to $16.0m (H1 2004: $21.8m) reflecting the Company’s
decision to focus on higher margin product lines with the DVD market accounting for 10% of overall
revenues in H1 2005 compared with more than 22% in H1 2004,

Looking forward, the consumer audio segment is set to benefit from the growth in games consoles,
an expanding range of new digital home entertainment products and automotive entertainment and
information systems.

Imaging » The digital imaging product business supplies to major manufacturers of multifunction
printers, scanners, and digital copiers. Revenues were $11.8m (H1 2004: $13.1m) reflecting
anticipated lower average selling prices. Wolfson supplies its components to the majority of the
leading manufacturers of multifunction printers in the USA and Japan. The Company’s technology
has set the standard for analogue interfaces to linear image sensors and it is well placed to exploit
this in other emerging markets.

Outlook » Wolfson has established a strong foundation for the full year with solid results in the first
half ahead of expectations.

We entered the second half with an order backiog at a record level and we continue to see robust
demand, in particular for our portable devices. As previously indicated, the gross margin for the full
year is anticipated to be in the range 49-51%, in line with 2004.

The Company has a larger number of design wins in new products than ever before and with
customers gaining momentum with flagship products incorporating Wolfson's semiconductors, our
confidence in delivering further growth in revenues for the full year and in 2006 is reinforced.
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IFRS (International Financial Reporting Standards)

From 1 January 2005, the Group has adopted International Financial Reporting Standards
(IFRS) in the preparation of its consolidated financial statements. it is important to note
that the move from UK GAAP to IFRS does not change the way in which we operate, our
strategy or our underlying business performance and does not change any of the cash
flows of the Group.

The main items contributing to the change in financial information, compared to that reported under
UK GAAP, for H1 2004 and H2 2004 are summarised below:

1 The inclusion of defined benefit pension liability together with the associated pension fund assets
in the Group’s financial statements (IAS 19 “Employee Benefits”);

2 The inclusion of an expense based on the fair value of employee share options which have been
granted after 7 November 2002 {(IFRS 2 “Share-based Payment"); and

3 The inclusion of a deferred tax asset in relation to all outstanding employee share options (IAS 12
“Income Taxes”).

The financial effect of these changes on the pre-tax profit in H1 2005 and the restated figures for H1
2004 and H2 2004 are summarised in the table below for comparative purposes:

H1 2005 H2 2004 H1 2004 FY 2004

$000 3000 $000 $000

Pre-tax profit on a comparable basis under UK GAAP 10,525 7,499 9,254 16,753
Effect of transition to IFRS:

Adoption of IAS 19 “Employee Benefits” {153) 74 (216) (142)

Adoption of IFRS 2 “Share-based Payment” (1,222) (1,008) (509) (1,517}

(1,375) (934) (725) {1,659)

% decrease in pre-tax profit 13.1% 12.5% 7.8% 9.90%

Pre-tax profit under IFRS 9,150 6,565 8,629 15,094
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The movement in the net pension liability is split between the income statement and the statement
of recognised income and expense. This has resulted in an increase in the total pension costs
charged in the income statement, before tax, of approximately $0.2m in both H1 2005 and H1
2004 and a credit of approximately $0.1m in H2 2004.

The adoption of IFRS 2 has resulted in approximately $1.2m, $1m and $0.5m being expensed in
H1 2005, H2 2004 and H1 2004 respectively for the fair value of options awarded to employees
after 7 November 2002.

The changes to the income tax expense arising from the adoption of IFRS are summarised in the
following table:

H1 2005 H1 2004 FY 2004
$000 $000 3000

Income tax (expense) / income on a comparable basis under UK GAAP (2,138) 2,517 4,535
Movements in reserves:
Adjustment for income tax credit arising on options
exercised which were granted before 7 November 2002 (603) - (9,060)
Movements in income statement:
Increase / {decrease) in deferred tax asset arising
on share options granted after 7 November 2002 338 278 7
(Decrease) / increase in deferred tax asset arising
on net liability for defined benefit pension plan (23) 65 42
income tax expense for the period under IFRS (2,426) (2,176) (4,490)

The main impact of the adoption of IFRS in relation to tax, is the recognition of deferred tax on all
timing differences, including permanent differences such as the tax benefit associated with
employee share options awarded before 7 November 2002, which were not recognised in the:
deferred tax balance under UK GAAP.

In the Company’s consolidated financial statements for the year ended 31 December 2004, which
were prepared in accordance with UK GAAP, a tax credit of $9.1m was recognised in the income
statement in respect of the tax relief arising from share options awarded prior to 7 November 2002
and exercised in 2003 and 2004, Under IFRS the tax relief has been recognised in the deferred tax
asset balance in the opening IFRS balance sheet at 1 January 2004 and subsequent movements in
that asset are reflected in reserves rather than the income statement. The tax credit has therefore
not been recorded in the income statement under IFRS for the year ended 31 December 2004 and
has caused a corresponding reduction in the profit after tax.




Walfson Microelectronics pic Interim Report 2005

09 Financial Results

Revenues » In H1 2005 revenues grew sequentially by 2% to $63.8m from $62.4m in H2 2004,
notwithstanding the usual seasonal growth in the second half of 2004 and by 12% from $56.9m in
H1 2004. This principally reflects continued strong growth in sales of products for portable devices.

Gross Profit » Gross profit increased by 2% sequentially to $31.0m in H1 2005 compared to
$30.3m in H2 2004 and by 9% from $28.5m in H1 2004. The gross margin for H1 2005 was
48.6%, the same as H2 2004 but less than the 50% achieved in H1 2004. As expected the gross
margin in the latter half of H1 2005 was over 50% as excess inventories, particularly consumer
products, were replaced by products manufactured at fower costs. The gross margin in the year to
31 December 2005 is anticipated to be in fine with last year in the 49-51% range.

Operating Expenses » Research and development expenditure increased in H1 2005 by 16% to
$10.2m from $8.8m in H2 2004 and by 34% from $7.7m in H1 2004 as the Company continued to
invest in its next generation of products.

Distribution and selling costs fell by approximately 4% to $7.1m from $7.4m in H2 2004 and
increased by approximately 5% from $6.8m in H1 2004. The decrease between H1 2005 and H2
2004 was mainly attributable to reduction in packing and shipping costs following the introduction
of the Company's distribution hub in Malaysia in the second half of 2004.

Administrative expenses fell by 39% to $4.6m in H1 2005 from $7.5m in H2 2004 and by 16% from
$5.5m in H1 2004. The reduction was mainly due to approximately $1m gain in respect of
retranslation of net monetary assets and liabilities held in sterling into US dollars at June 2005 and
the decrease in legal costs following the cessation of the litigation with Cirrus Logic.

Income Tax Expense b The $2.4m income tax expense for H1 2005 comprises $1.8m and $0.6m
for current tax and deferred tax respectively. The effective tax rate for 2005 is expected to be
approximately 27% reflecting the availability of tax allowances on R&D expenditure. However, the
effective rate may be affected by the calculation at each period end of deferred tax on employee
share options granted after 7 November 2002.

Cash Flow » Cash and cash equivalents at 30 June 2005 increased by $13.9m to $58.1m from
$44.2m at 31 December 2004. This was mainly due to $17.7m of net cash generated from
operating activities in H1 2005 compared to $1.4m in H1 2004 and $7.3m in H2 2004,
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010 Financial Results continued

Balance Sheet » Capital expenditure in H1 2005 amounted to $1.1m (H1 2004 $7.0m) of which
the majority was in respect of test and related equipment.

The value of inventory held at 30 June 2005 decreased by 27% in H1 2005 to $13.1m from $18.0m
at 31 December 2004 and by 16% from $15.7m at 30 June 2004. The average number of days
inventory held at 30 June 2005 was 73 days which compared to 108 days at 31 December 2004,
Inventory levels are anticipated to average around 90 days in H2 2005 to meet expected demand.

Trade debtors and other receivables increased by $3.5m to $22.4m at 30 June 2005 from $18.9m
at 31 December 2004 and were comparable with the value of debtors and other receivables at 30
June 2004 ($22.3m). There has been an increase in the number of days sales outstanding to 47
days from 41 days at 31 December 2004 in line with current trading terms.

Total non-current liabilities have fallen by approximately $2.0m to $24.1m from $26.1m at 31
December 2004. This was mainly due to the repayment of a loan which was used to finance the
purchase of equipment. Current liabilities amounted to $15.6m and were in line with the total current
liabilities at 31 December 2004 ($14.2m).

Forward Looking Statements » With the exception of historical information, the matters set forth
in this interim report are forward-looking statements that involve risks and uncertainties. A number
of important factors could cause actual resuits to differ materially from those implied by the forward-
looking statements. These factors include consumer and market acceptance of the Company’s
products and the products that use the Company's products; decreases in the demand for the
Company's products; excess inventory levels at the Company’s customers; declines in average
selling prices of the Company’s products; cancellation of existing arders or the failure to anticipate
changing customer product requirements; fluctuations in manufacturing and assembly and test
yields; the Company'’s failure to deliver products to its customers on a timely basis; disruption in the
supply of wafers or assembly or testing services; the timing of significant orders; increased
expenses associated with new product introductions, masks, or process changes; the
commencement of, or developments with respect to, any future litigation; the cyclicality of the
semiconductor industry; and overall economic conditions.
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Consolidated income statement

01 1 for the six month period ended 30 June 2005

6 months to 6 months to Year ended

30 June 30 June 31 December

2005 2004 2004
{restated) (restated)

$000 $000 $000

Note

Revenue 2 63,750 56,910 119,294
Cost of sales (32,783} (28,451} (60,530)
Gross profit 30,967 28,459 58,764
Distribution and selling costs (7,079) 6,753) (14,118)
Research and development expenses {10,228) (7,650) (18,447)
Administrative expenses (4,554) (5,453) (12,938)
Operating profit before financing costs 2 9,106 8,603 15,261
Financial income 1,033 796 1,649
Financial expenses (989) (870) (1,819)
Net financing income / (costs) 44 (74) (167)
Profit before tax 9,150 8,529 15,094
Income tax expense 3 (2,426) (2,176) (4,490)
Profit for the period 6,724 6,353 10,604
Basic earnings per share (cents) 4 6.12 6.01 9.89
Diluted sarmnings per share (cents} 4 5.84 5.51 9.17

Consolidated statement of recognised income and expense
for the six month period ended 30 June 2005

Actuarial loss on net defined benefit obligations, net of tax

and related foreign exchange translation differences (706) (245) (1,672}
Net expense recognised directly in equity (706) (245) (1,672)
Profit for the period 6,724 6,353 10,604

Total recognised income and expense for the period 6,018 6,108 8,932
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Consclidated balance sheet
as at 30 June 2005

Note

Assets

Property, plant and equipment
Intangible assets

Deferred tax assets

Total non-current assets

Inventories

Income tax receivable
Trade and other receivables
Cash and cash equivalents

Total current assets
Total assets

Equity

Issued capital

Share premium account
Capital redemption reserve
Retained earnings

Total equity 5
Liabilities

Interest-bearing loans and horrowings

Employee benefits

Total non-current liabilities

Interest-bearing loans and borrowings
Income tax payable
Trade and other payables

Total current liabilities
Total liabilities

Total equity and liabilities

As at As at As at
30 June 30 June 31 December
2005 2004 2004
(restated) {restated)

$000 $000 $000
27,660 28,425 29,197
800 518 703
9,367 11,333 11,244
37,827 40,276 41,144
13,093 15,868 17,964
- - 2,720
22,376 22,262 18,938
58,067 41,389 44,232
93,536 79,319 83,855
131,363 119,595 124,999
184 179 180
49,885 48,682 49,142
497 497 497
41,158 26,418 34,843
91,724 75,776 84,662
15,245 17,796 18,170
8,862 5,737 7,930
24,107 23,533 26,100
684 2,813 2,266
1,125 2,837 -
13,723 14,636 11,971
15,632 20,286 14,237
39,639 43,818 40,337
131,363 119,595 124,999
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013 Consolidated statement of cash flows
for the six month period ended 30 June 2005

6 months to 6 months to Year ended
30 June 30 June 31 December
2005 2004 2004
{restated) (restated)
$000 3000 000

Cash flows from operating activities
Profit for the period 6,724 6,353 10,604

Adjustments for:

Depreciation 2,011 1,348 3,159
Amortisation 473 428 856
Foreign exchange (gains) / losses (788) (4413 786
Financial income (1,033) (7986) (1,649)
Financial expenses 989 870 1,816
Loss / (gain) on disposal of property, plant and equipment - 6 4)
Equity-settled share-based payment expenses 1,222 508 1,517
Income tax expense 2,426 2,176 4,490
Operating profit before changes in working capital 12,024 10,453 21,575
Decrease / (increase) in inventories 4,871 6,809 (9,105}
increase in trade and other receivables (3,437) (5,150) (1,929)
Increase in trade and other payables 1,784 2,913 671
(Decrease) / increase in provisions and employee benefits (184) 133 203
Cash generated from the operations 15,058 1,540 11,415
income taxes received / (paid) 2,675 (142) 2,720)
Net cash inflow from operating activities 17,733 1,398 8,695

Cash flows from investing activities
Proceeds from sale of property, plant and equipment - - 10
Interest received 768 580 1,320
Acquisition of property, plant and equipment and intangible assets (1,078) (7,036) (10,638)
Net cash outflow from investing activities (310) (6,458) (9,306)

Cash flows from financing activities
Proceeds from the issue of share capital 747 848 1,309
Interest paid (616) (671) (1,236)
Repayment of borrowings (3,162) (950) (1,898)
Payment of finance lease liabilities (10} (398) 615)
Net cash outflow from financing activities (3,041) (1,071) (2,440)
Net increase / (decrease) in cash and cash equivalents 14,382 (6,129) (3,051)
Cash and cash equivalents at start of period 44,232 46,474 46,474
Effect of exchange rate fluctuations on cash held (547) 1,044 809

Cash and cash equivalents at end of period 58,067 41,389 44,232
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1 Accounting policies - basis of preparation

Wolfson Microelectronics plc {the “Company”) is a company domiciled in Scotland. This interim report contains the
financial information of the Company and its subsidiaries (together referred to as the “Group”} for the six month
period ended 30 June 2005.

The interim report was authorised for issue by the directors on 26 July 2005.

The financial information is prepared on the historical cost basis and is presented in United States Dollars (“US
Dollars”), rounded to the nearest thousand.

The comparative figures for the financial year ended 31 December 2004 are not the Company’s statutory
accounts for that financial year. Those accounts, which were prepared under UK Generally Accepted Accounting
Practices ("UK GAAP”), have been reported on by the Company’s auditors and delivered to the registrar of
companies. The report of the auditors was unqualified and did not contain statements under section 237(2) or (3)
of the Companies Act 1985.

EU faw (IAS Regulation EC 1606/2002) requires that the next annual consolidated financial statements of the
Company, for the year ending 31 December 2005, be prepared in accordance with International Financial
Reporting Standards {(IFRSs) adopted for use in the EU (“adopted (FRSs”).

This interim financial information has been prepared on the basis of the recognition and measurement
requirements of IFRSs in issue that either are endorsed by the EU and effective (or available for early adoption) at
30 June 2005 or are expected to be endorsed and effective (or available for early adoption) at 31 December 2005,
the Group’s first annual reporting date at which it is required to use adopted IFRSs. Based on these adopted and
unadopted IFRSs, the directors have made assumptions about the accounting policies expected 1o be applied,
which are as set out below, when the first annual IFRS financial statements are prepared for the year ending 31
December 2005.

In particutar, the directors have assumed that IAS 19 “Employee Benefits” (as amended in December 2004} issued
by the International Accounting Standards Board will be adopted by the EU in sufficient time that it will be available
for use in the annual IFRS financial statements for the year ending 31 December 2005.

In addition, the adopted IFRSs that will be effective (or available for early adoption) in the annual financial
statements for the year ending 31 December 2005 are still subject to change and to additional interpretations and
therefore cannot be determined with certainty. Accordingly, the accounting policies for that annual period will be
determined finally only when the annual financial statements are prepared for the year ending 31 December 2005.

As required by IFRS 1, the impact of the transition from UK GAAP to IFRSs is explained in note 8.

The accounting policies set out below in note 7 have been applied consistently to all periods presented in this
interim financial information and in preparing an opening IFRS balance sheet at 1 January 2004 for the purposes
of the transition 1o IFRSs.




Wolfson Microelectronics pic Interim Report 2005

Notes continued
01 5 (forming part of the interim report)

2 Segment reporting

At 30 June 2005, the Group is organised into three main business segments: consumer audio products, digital
imaging applications and portable applications.

Segment results include items directly attributable to a segment as well as those that can be allocated on a reasonable
basis. Unallocated items comprise mainly corporate expenses, including administrative expenses and facilities costs.

6 months 6 monthis Year ended
to 30 to 30 31 December
June 2005 June 2004 2004
$000 $000 $000
Segment revenue:
Consumer 15,953 21,831 38,806
Imaging 11,783 13,102 26,111
Portable 36,014 21,977 54,277
Total revenue for the period 63,750 56,910 119,294
Contribution:
Consumer 3,407 5,604 8,737
Imaging 5,352 6,675 13,130
Portable 16,035 10,815 25,545
24,794 23,004 47,412
Corporate expenses (15,688} (14,491) (32,151)
Operating profit before financing costs
for the period 9,106 8,603 15,261

3 Income tax expense

The income tax expense reflects the estimated effective rate on profit before taxation for the Group for the year ending
31 December 2005 and the movement in the deferred tax asset balance in the period so far as this reiates to items
recognised in the incame statement. The total effective tax rate for the period, after deferred tax, is 26% (year ended
31 December 2004: 30%). The effective tax rate for 2005 would normally be expected to be approximately 27%,
principally reflecting the avaitability of tax aflowances on research and development expenditure. However the total
effective tax rate may be affected by the calculation at each period end of the deferred tax on the employee share
options which were granted after 7 November 2002 which is computed on a different basis to that used for calculating
the share option expense in the income statement.

Current tax payable for the current and prior periods is classified as a current liability to the extent that it is unpaid.
Amounts paid in excess of amounts owed are classified as a current asset. The amount of current tax payable is
affected by the tax relief available when share options are exercised by employees. The timing of this relief is not
possibie to predict as it is dependent an the decisions of individual share option holders.
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4 Earnings per share

6 months 6 months ‘Year endad
to to 31 December
30 June 2005 30 June 2004 2004
$000 $000 $000

Profit for the period attributable to ordinary
sharehoiders {pasic and diluted) 6,724 6,353 10,604
cents cents cents
Basic earnings per share 6.12 6.01 9.89
Diluted earnings per share 5.84 5.51 9.17

The weighted average number of ordinary shares used in the calculation of basic and diluted earnings per share for
each period were calculated as follows:

6 months 6 months Year

to to ended

30 June 2005 30 June 2004 31 December 2004

No. of shares No. of shares No. of shares

Issued ordinary shares at start of pericd 108,389,915 104,699,315 104,689,315

Effect of shares issued during the pericd

from exercise of employee share options 1,402,118 1,041,127 2,562,933
Weighted average number of ordinary shares

at end of period ~ for basic earnings per share 109,792,033 105,740,442 107,262,248

Effect of share options in issue 5,306,069 9,646,888 8,425,129

Weighted average number of ordinary shares
at end of period - for diluted earnings per share 115,098,102 115,387,330 115,687,377




Wolfson Microelectronics pic Interim Report 2005

Notes continued
01 7 {forming part of the interim report)

§ Statement of changes in equity

Reconciliation of movement in capital and reserves (all attributable to equity holders of the parent company)

Share Share Capital Retained Total
capital premium  redemption earnings equity
reserve

$000 $000 $000 $000 $000

Balance at 1 January 2004
As previously reported 174 47,839 497 14,145 62,655
Effect of adopting IFRS 2 - - - 1,140 1,140
Effect of adopting IAS 19 - - - (3,620) (3,620)
Effect of adopting IAS 12 - - - 11,918 11,918
Balance at 1 January 2004 {restated) 174 47,839 497 23,583 72,093
Total income and expense recognised for the period - - - 6,108 6,108
Equity settled transactions, net of tax - - - (3,273) 3,273)
Share options exercised by employees 5 843 - - 848
Balance at 30 June 2004 179 48,682 497 26,418 75,776
Balance at 1 January 2004 (restated) 174 47,839 497 23,583 72,093
Total income and expense recognised for the year - - - 8,932 8,932
Equity settled transactions, net of tax - - 2,328 2,328
Share options exercised by employees 6 1,303 - - 1,309
Balance at 31 December 2004 180 49,142 497 34,843 84,662
Balance at 1 January 2005 180 49,142 497 34,843 84,662
Total income and expense recognised for the period - - - 6.018 6,018
Eaquity settled transactions, net of tax - - - 297 297
Share options exercised by employees 4 743 - - 747
Balance at 30 June 2005 184 49,885 497 41,158 91,724

6 Contingent liabilities - update

As reported in the notes to the financial statements for the year ended 31 December 2004, in October 2003 Cirrus
Logic, Inc. brought a suit against Wolfson Microelectronics pic and its subsidiary Wolfson Microelectronics, Inc. in the
U.S. District Court of Southern California in San Diego for patent infringement. Cirrus Logic subsequently initiated an
investigation by the United States International Trade Commission {ITC) which terminated in February 2005.
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Under a settlement agreement concluded in March 2008, the parties agreed to withdraw alf outstanding claims and
counterclaims in the U.S. District Court proceedings and to apply to the ITC to rescind the limited exclusion order that
it had issued in relation to one of the Cirrus Logic patents. The rescission order was issued on 3 May 2005. The other
terms of the settlement are confidential.

7 Group accounting policies

The Basis of Preparation of the interim financial information is stated in note 1. The significant accounting policies of
the Group which have altered as a result of the adoption of IFRSs are set out below.

(a) Intangible assets

fi} Research and development
Expenditure on research activities undertaken with the prospect of gaining new scientific or technical knowledge and
understanding, is recognised in the income statement as an expense as incurred.

Where a product is technically feasible, production and sale are intended, a market exists and sufficient resources are
available to complete the project, development costs are capitalised and amortised on a straight-line basis over the
estimated useful life of the respective product. The Company believes its current process for developing products is
essentially completed when products have achieved the ‘Release to Production’ status which confirms technical
feasibility of the products to be manufactured and sold to the commercial marketplace. Accordingly, development
costs incurred after the estabfishment of technical feasibility have not been significant and, therefore, no costs have
been capitalised to date. Where no internally-generated intangible asset can be recognised, development expenditure
is recognised as an expense in the period in which it is incurred.

(i) Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring into use
the specific software. These costs are amortised using the straight-line method over their estimated useful lives (one to
three years).

Costs associated with developing or maintaining computer software programmes are recognised as an experise as
incurred. Costs that are directly associated with the production of identifiable and unique software items controlled by
the Group, and that will probably generate economic benefits exceeding costs beyond cne year, are capitalised as
intangible assets.

Computer software development costs recognised as assets are amortised using the straight-line method over their
estimated useful lives (not exceeding three years).

(b} Employee benefits

(i) Defined contribution plans
Obligations for contributions to defined contribution pension plans are recognised as an expense in the income
statement as incurred.

(i) Defined benefit plans

The Group’s net obligation in respect of the defined benefit pension plan is calculated by estimating the amount of
future benefit that employees have earned in return for their service in the current and prior periods. That benefit is
discounted to determine its present value, and the fair value of any plan assets is deducted. The discount rate is the
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yield at the balance sheet date on high quality credit rated bonds which are denominated in the currency in which the
benefits will be paid, and that have maturity dates approximating the terms of the Group's obligations. The calculation
is performed by a qualified actuary using the projected unit credit method.

The movement in the net obligation in respect of the defined benefit pension plan is split between operating expenses
and net financing costs in the income statement and actuarial gains and losses in the statement of recognised income
and expense,

When the benefits of a plan are improved, the portion of the increased benefit relating to past service by employees is
recognised as an expense in profit or loss on a straight-line basis over the average period until the benefits become
vested. To the extent that benefits vest immediately, the expense is recognised immediately in the income statement.

All actuarial gains and losses at 1 January 2004, the date of transition to IFRSs, were recognised. The Group
recognises actuarial gains and losses that arise subseguent to 1 January 2004 immediately in the statement of
recognised income and expense.

(iffy Share-based payment transactions
The share option schemes allow Group employees to acquire shares of the Company.

Share options granted before 7 November 2002
No expense is recognised in respect of these options. The shares are recognised when the options are exercised and
the proceeds received allocated between share capital and share premium.

Share options granted after 7 November 2002 and vested after 1 January 2005

IFRS 2 “Share-based payments” is effective in respect of options granted after 7 November 2002 and which had not
vested as at 1 January 2005. There were no options granted after 7 November 2002 which had vested before 1
January 2005. The fair value of options granted is recognised as an employee expense with a corresponding increase
in equity. The fair value is measured at grant date and spread over the period during which the employee becomes
unconditionally entitled to the options. The fair value of the options granted is measured using a Black-Scholes model,
taking into account the terms and conditions upon which the options were granted.

The amount recognised as an expense is adjusted to reflect the actual number of share options that vest. Non-market
vesting conditions are included in assumptions about the number of options that are expected to become exercisable.
The estimates of the number of options that are expected to become exercisable are reviewed at each balance sheet
date. The impact of the revision of original estimates, if any, is recognised in the income statement and a
corresponding adjustment to equity.

The proceeds received net of any directly attributable transaction costs are credited to share capital (nominal vatue)
and share premium (the balance) when the options are exercised.

{c) Income tax

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised in the
income statement except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially
enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.
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Deferred tax is provided using the balance shest liability method, providing for temporary differences between the
carrying armounts of assets and liabiiities for financiat reporting purposes and the amounts used for taxation purposes.
The following temporary differences are not provided for: the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit and differences relating to investments in subsidiaries to the extent that they will probably
not reverse in the foreseeable future. The amount of deferred tax provided is based on the expected manner of
realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively
enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax assets are reduced to the extent that it is no longer probabie that
the related tax benefit will be realised.

{d) Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing products or services
(business segment), or in providing products or services within a particular economic environment {geographical
segment), which is subject to risks and rewards that are different from those of other segments.

8 Explanation of transition to IFRSs

As stated in note 1, these are the Group’s first consolidated interim financial statements for part of the period covered
by the first IFRS annual consolidated financial statements to be prepared in accordance with IFRSs.

The accounting policies set out in notes 1 and 7 have been applied in preparing the consolidated financial statements
for the six month period ended 30 June 2005, the comparative information for the six month period ended 30 June
2004, for the year ended 31 December 2004 and in the preparation of an opening IFRS balance sheet at 1 January
2004 {the Group’s date of transition).

In preparing its opening IFRS balance sheet, comparative information for the six months ended 30 June 2004 and for
the year ended 31 December 2004, the Group has adjusted amounts reported previously in financial statements
prepared in accordance with its old basis of accounting (UK GAAP).

An explanation of how the transition from UK GAAP to IFRSs has affected the Group's financial position, financial
performance and cash flows is set out in the following tables and the notes that accompany the tables.
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Reconciliation of equity as at 1 January 2004

UK GAAP IFRS iFRS 2 1AS 19 1AS 12 IFRSs
reclass-
ifications
$000 $000 $000 $000 $000 $000
Note
Assets
Property, plant and equipment a 23,688 (732) - - - 22,957
Intangible assets a - 732 - - - 732
Deferred tax assets b,fg - 240 1,140 1,551 11,918 14,849
Total non-current assets 23,689 240 1,140 1,551 11,918 38,538
Inventories 8,859 - - - - 8,859
Trade and other receivables b 17,352 (240) - - - 17,112
Cash and cash equivalents 46,474 - - - - 46,474
Total current assets 72,685 (240) - - - 72,445
Total assets 96,374 - 1,140 1,551 11,918 110,983
Equity
Issued capital 174 - - - - 174
Share premium account 47,839 - - - - 47,839
Capital redemption reserve 497 - - - - 497
Retained earnings h 14,145 - 1,140 (3,620) 11,918 23,583
Total equity 62,655 - 1,140 (3,620} 11,918 72,093
Liabilities
Interest-bearing loans and borrowings 19,021 - - - - 19,021
Employee benefits e - - - 5171 - 5,171
Total non-current liabilities 19,021 - - 5,171 - 24,192
Interest-bearing loans and borrowings 2,333 - - - - 2,333
Income tax payable ¢ - 642 - - - 642
Trade and other payables c 12,365 642) - - - 11,723
Total current liabilities 14,698 - - - - 14,698
Total liabilities 33,719 - - 5171 - 38,890

Total equity and liabilities 96,374 - 1,140 1,551 11,918 110,983
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Reconciliation of equity as at 30 June 2004

UK GAAP {FRS {FRS 2 1AS 19 {AS 12 {FRSs
reclass-
ffications
$000 $000 $000 $000 $000 $000
Note
Assets
Property, plant and equipment a 28,943 (518) - - - 28,425
Intangible assets a - 518 - - - 518
Deferred tax assets b.f, g - 60 2,077 1,721 7,475 11,333
Total non-current assets 28,943 60 2,077 1,721 7,475 40,276
Inventories 15,668 - - - - 15,668
Trade and other receivables b 22,322 (60) - - - 22,262
Cash and cash equivalents 41,389 - - - - 41,389
Total current assets 79,379 (60) - - - 79,318
Total assets 108,322 - 2,077 1,721 7,475 119,595
Equity
Issued capital 178 - - - - 179
Share premium account 48,682 - - - - 48,682
Capital redemption reserve 497 - - - - 497
Retained earnings h 20882 - 2,077 (4,016) 7.475 26,418
Total equity 70,240 - 2,077 (4,016) 7,475 75,776
Liabilities
Interast-bearing loans and borrowings 17,796 - - - - 17,796
Employee benefits e - - ~ 5,737 - §,737
Total non-current liabilities 17,798 - - 5,737 - 23,533
interest-bearing loans and borrowings 2,813 - - - - 2,813
Income tax payable c - 2,837 - - - 2,837
Trade and other payables c 17,473 (2,837) - - - 14,636
Total current liabilities 20,288 - - - - 20,286
Total liabilities 38,082 - - 5,737 - 43,819

Total equity and liabilities 108,322

- 2,077 1,721 7475 118,595
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Reconciliation of equity as at 31 December 2004

Note

Assets

Property, plant and equipment a
Intangible assets a
Deferred tax assets b fg

Total non-current assets

Inventories

Income tax receivable c
Trade and other receivables b, c
Cash and cash equivalents

Total current assets
Total assets

Equity

Issued capital

Share premium account

Capital redemption reserve

Retained earnings h

Total equity

Liabilities

Interest-bearing loans and borrowings
Employee benefits e

Total non-current liabilities

Interest-bearing loans and borrowings
Trade and other payables e

Total current liabilities
Total liabilities

Total equity and liabilities

UK GAAP IFRS {FRS 2 1AS 19 1AS 12 IFRSs

reclass-

ifications
$000 $000 $000 $000 $000 $000
29,900 (703) - - - 29,197
- 703 - - - 703
- 4,133 1,133 2,310 3.668 11,244
29,900 4,133 1,133 2,310 3,668 41,144
17,964 - - - - 17,964
- 2,720 - - - 2,720
25,792 6,853) - - - 18,939
44,232 - - - - 44,232
87,988 (4,133) - - - 83,855
117,888 - 1,133 2,310 3,668 124,999
180 - - - - 180
49,142 - - - - 49,142
497 - - - - 497
35,433 - 1,133 (5,391) 3,668 34,843
85,252 - 1,133 (5,391) 3,668 84,662
18,170 - - - - 18,170
- - - 7,930 - 7,930
18,170 - 7,930 - 26,100
2,266 - - - - 2,266
12,200 - - (229) - 11,971
14,466 - - (229) - 14,237
32,636 - - 7,701 - 40,337
117,888 - 1,133 2,310 3,668 124,999
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Notes to the reconciliation of equity and reconciliation of profit
The impact on deferred tax of the adjustments described below is set out in note (g).

{8) Computer scftware costs were capitalised as tangible fixed assets under UK GAAPR. In accordance with IFRS,
computer software costs are capitalised as intangible assets. This resulted in the reclassification from property, plant
and equipment to intangible assets.

(b) IFRS requires deferred tax asset balances to be shown as a separate line item on the face of the balance sheet
within non-current assets. Under UK GAAP deferred tax asset balances were included within current assets under the
heading “debtors”.

(c) IFRS requires income taxes payable and receivable to be shown as separate line items on the face of the balance
sheet. These items were not shown separately within current liabilities or current assets respectively on the face of the
balance sheet in the consolidated financial statements prepared in accordance with UK GAAP. Therefore income tax
payable as at 1 January 2004 of $642,000 and $2,837,000 as at 30 June 2004 has been reclassified from trade and
other payables to a separate line item within current liabilities on the face of the balance sheet. Income tax receivable
of $2,720,000 as at 31 December 2004 has been reclassified from trade and other receivables to a separate line item
within current assets on the face of the batance sheet.

{d) The Group applied IFRS 2 to its active share-based payment arrangements, which are share option schemes, at
1 January 2005 except for share options granted before 7 November 2002 and those arrangements granted after 7
November 2002 which had vested before 1 January 2005. The Group has granted equity-settled share-based
payments (share options) in 2004 and 2005 and in prior years.

The Group accounted for these share-based payment arrangements at intrinsic value under UK GAAP.

The adoption of IFRS 2 is equity-neutral for equity-settled transactions. A tax deduction for the consumption of
employee services recelved as consideration for share options granted will be obtained when the share options are
exercised.

The deferred tax asset relating to share options granted after 7 November 2002 was increased by $937,000 in the
period ended 30 June 2004. $276,000 of this movement was recognised in the income statement.

In the year ended 31 December 2004 the deferred tax asset relating to the share options granted after 7 November
2002, was reduced by $7,000 and this charge was recognised in the income statement.

{e) Under UK GAAP pension costs, relating to the defined benefit pension plan, were recognised so as to spread the
cost of the contributions to the scheme over the anticipated average service lives of the employees. Under
International Accounting Standard 19 (“IAS 19"} ‘Employee Benefits’, the fair value of the net obligation of the defined
benefit pension plan is recognised in the Group’s financial statements. The mavement in the net fiability for defined
benefit obligation is split between the income statement (in operating expenses and net financing costs) and the
statement of recognised income and expense.

In accordance with IFRS 1, the cumulative actuarial gains and losses existing at 1 January 2004 have been récognised
for the defined benefit pension scheme.
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In accordance with the amendment to 1AS 19 which was issued in December 2004, the Group’s accounting policy is
to recognise actuarial gains and losses that arise subsequent to 1 January 2004 in full immediately in the statement of
recegnised income and expense.

() The Group granted share options before 7 November 2002 and some of these vested before 1 January 2005. As
at 1 January 2004, the Group's date of transition to IFRS, a deferred tax asset arose in respect of the share options
granted before 7 November 2002 which had not been exercised by 1 January 2004. This deferred tax asset, of
$11,918,000, has been recognised in equity as at 1 January 2004,

In accordance with International Accounting Standard 12 ‘Income Taxes' (“IAS 127), the deferred tax asset in respect
of these share options is re-gstimated at each reporting pericd end to take account of changes in the intrinsic value of
the Company's shares and those share options which have been exercised in the period.

No deferred tax asset was recognised in respect of these unexercised share options in the consolidated financial
statements prepared in accordance with UK GAAP.

(@) The effect on the income statement of the adoption of IAS 12 for the year ended 31 December 2004 was to
reduce the previously reported income tax credit for the period, of $4,535,000 by $9,060,000 to give a total incorme
tax expense for the year of $4,525,000. This amount represents tax credits for the tax relief that arose on the exercise
of employee share options (which were granted prior to 7 November 2002). These tax credits were recognised in the
income statement under UK GAAP but such tax relief is recognised within the deferred tax asset balance under IFRS
and movements in the refated deferred tax asset are recognised directly in equity rather than in the income statement.

(h) The effect of the above adjustments on retained earnings is as follows:

31 December 30 Juns 1 January

2004 2004 2004

Note $000 $000 $000

Employes benefits: defined benefit plan e (5,391} (4,016) (3,620)
Employee benefits: share-based payments d 1,133 2,077 1,140
Deferred tax f 3,668 7,475 11,918

Total adjustment to equity - (decrease) / increase (530) 5,536 9,438
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Reconciliation of profit for the six months ended 30 June 2004

UK GAAP IFRS 2 1AS 19 1AS 12 IFRSSs
Note (d} Note {e} Note (g}

$000 $000 $000 $000 $000

Revenue 56,910 - - - 56,910
Cost of sales (28,451) - - - (28,451)
Gross profit 28,459 - - - 28,459
Distribution and seling costs (6,486) (246) (21) - 6,753)
Research and development expenses (7.448) (183) 41) - {7,650)
Administrative expenses (5,282) (100) 71) - {5,453)
Operating profit before financing costs 9,245 (509) (133) - 8,603
Financial income 580 - 216 - 796
Financial expenses (671} - (299) - (870}
Net financing costs e] - (83) - {74)
Profit before tax 9,254 (509) (216) - 8,529
Income tax expense (2,617) 276 €5 - {2,176}

Profit for the period 6,737 (233) (181) - 6,353
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Reconciliation of profit for the year ended 31 December 2004

UK GAAP IFRS 2 1AS 19 1AS 12 IFRSs
Note (d) Note {e) Note (g)

$000 $000 $000 $000 $000

Revenue 119,284 - - - 119,294
Cost of sales (60,530) - - - (60,530}
Gross profit 58,764 - - - 58,764
Distribution and sefling costs (13,479) 657) 18 - (14,118}
Research and development expenses (15,911) (597) 61 - (16,447)
Administrative expenses (12,622) (263) (63) -~ (12,938)
Operating profit before financing costs 16,752 (1,517) 26 - 15,261
Financial income 1,218 - 431 - 1,649
Financial expenses (1.217) - (599) - (1,816)
Net financing costs 1 - (168) - (167)
Profit before tax 16,753 (1,517) (142) - 15,094
Income tax income / (expense) 4,535 7) 42 (9,060} {4,490)
Profit for the period 21,288  (1,524) (100)  (9,060) 10,604

Explanation of material adjustments to the cash flow statement for the six months ended 30 June 2004
and for the year ended 31 December 2004

The main adjustment {o the cash flow statement, as a result of the transition to IFRS, is the inclusion of income taxes
paid of $142,000 for the six months ended 30 June 2004 and $2,720,000 for the year ended 31 December 2004 in
the net cash inflow from operating activities. These amounts were Iincluded as a separate category of cash outflow in
the cash flow statements reported for those periods in accordance with UK GAAP.
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Introduction

We have been engaged by the Company to review the financial information set out on pages 11 to 27 and we have
read the other information contained in the interim report and considered whether it contains any apparent
misstatements or material inconsistencies with the financlal information.

This report is made solely to the Company in accordance with the terms of our engagement to assist the Company in
meeting the requirements of the Listing Rules of the Financial Services Authority. Our review has been undertaken so
that we might state to the Company those matters we are required to state to it in this report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Company for our review work, for this report, or for the conclusions we have reached.

Directors’ responsibilities

The interim report, including the financial information contained therein, is the responsibility of and has been approved
by the directors. The directors are responsible for preparing the interim report in accordance with the Listing Rules
which require that the accounting policies and presentation applied to the interim figures should be consistent with
those applied in preparing the preceding annual financial statements except where any changes, and the reasons for
them, are disclosed.

As disclosed in note 1 to the financial information, the next annual financial statements of the group will be prepared in
accordance with IFRSs adopted for use in the European Union.

The accounting policies that have been adopted in preparing the financial information are consistent with those that
the directors currently intend to use in the next annual financial statements. There is, however, a possibility that the
directors may determine that sorme changes to these policies are necessary when preparing the full annual financiat
statements for the first time In accordance with those IFRSs adopted for use by the European Union. This is because,
as disclosed in note 1, the directors have anticipated that certain standards, which have yet 10 be formally adopted for
use in the EU, will be so adopted in time to be applicable to the next annual financial statements.

Review work performed

We conducted our review in accordance with guidance contained in Bulletin 1999/4 Review of interim financial
information issued by the Auditing Practices Board for use in the United Kingdom. A review consists principally of
making enquiries of group management and applying analytical procedures to the financial information and underlylng
financial data and, based thereon, assessing whether the accounting policies and presentation have been consistently
applied unless otherwise disclosed. A review is substantially less in scope than an audit performed in accordance with
Auditing Standards and therefore provides a lower level of assurance than an audit. Accordingly, we do not express an
audit opinion on the financial information.

Review conclusion
On the basis of our review we are not aware of any material modifications that should be made to the financial
information as presented for the six months ended 30 June 2005.

KPMG Audit Pic
Chartered Accountants
Edinburgh

26 July 2005










