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Dear Fellow Shareholders:

Fiscal 2002 presented many challengesto AML and | am pleased with our performance for the year. We achieved
many of our goals during the year including increased sales, reduced costs and the raising of additional capital —
all during a downturn in the worldwide economy in general. Of greatest importance was our shift in revenues
from wireless to our Microwave Integrated Circuits (MIC) product line - which primarily serves the Defense
markets. Our efforts to bolster our Defense sales resulted in an overall salesincrease for the year despite the
contraction in wireless communications sales.

Our efforts to expand Defense related sales have been very successful, as sales of these products increased by
220% from the previous year and provided almost half of all sales for fiscal 2002.

Within the current economic and political climate, it is projected that Defense spending within the United States
will increase from current levels, and we believe we have the technical capability and cost structure to continue to
serve this growing market. To address these new opportunities, we have redesigned our corporate website to
showecase the capabilities of our Defense products. | invite you to visit our website at www.amlj.com to learn more
about your company and our products.

As aresult of cost reductions, increased sales and improved gross margins, we reduced our net loss to $713,000 or
$0.09 per share for fiscal 2002, compared to a net loss for fiscal 2001 of $7.1 million or $1.02 per share.
Consequently we achieved positive Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA)
for the year.

From March 2001 through January 2002, we raised approximately $1.0 million through four equity private
placements. The majority of these funds were raised from AML’s senior management and the board of directors.
We ve used the funds raised through these private placements to strengthen our balance sheet by reducing our
outstanding liabilities. We also expanded our M1C manufacturing facilities — nearly tripling the size of our MIC
production capacity. We are already realizing efficiency benefits from the expansion of our MIC facilities and the
reallocation of our engineering and production resources from wireless to Defense contracts.

Looking forward, we believe to have adequately prepared our Company to compete in today’ s market. We have
survived the contraction of the wireless communications market, smoothly shifted gears to gain from the increase
in Defense spending all while strengthening our balance sheet. For fiscal 2003, we will step-up our marketing
efforts by expanding our internal sales force, adding new independent sales representatives in key locations as
well asincreasing our advertising in Defense trade magazines. We look forward to continuing the revitalization of
the Company by capitalizing on the buoyant Defense market ahead.

Sincerely,

Jacob Inbar
President and CEO
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Some of the statements made by us in this Annual Report on Form 10-KSB are forward-looking in nature, including but not limited to, statements
relating to our future revenue, product development, demand, acceptance and market share, gross margins, levels of research and devel opment, our
management's plans and objectives for our current and future operations, and other statements that are not historical facts. Forward-looking statements
include, but are not limited to, statements that are not historical facts, and statements including forms of the words "intend", "believe", "will", "may",
"could", "expect", "anticipate’, "plan", "possble’, and smilar terms. Actual results could differ materially due to a variety of factors, including the
risks described below and those discussed in “Management’s Discusson and Analyss of Financial Conditions and Results of Operations’ or
incorporated by reference herein. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the
date hereof. We undertake no obligation to publicly release the result of any revisions to these forward-looking statements that may be made to reflect
events or circumstances after the date hereof or to reflect the occurrence of unanticipated events. In this document, the words “we,” “our,” “ours,” and
“us’ refer only to AML Communications | nc. and not any other person or entity.

PART |
ITEM 1. DESCRIPTION OF BUSINESS

Introduction

We were incorporated in California in 1986 as Advanced Milliwave Laboratories, Inc. Early in 1994, we
changed our nameto AML Communications, Inc. In December 1995, in conjunction with theinitial public offering of
our common stock, we changed our state of incorporation from California to Delaware. In May 1996, we moved our
principal office and manufacturing facility to our current location, 1000 Avenida Acaso, Camarillo, California, 93012.

We design, manufacture and market RF and microwave, power and low noise amplifiers for a variety of
frequency ranges and transmission protocols serving the defense microwave and wireless communications markets.
Our products are designed to improve the quality and reliability within the given frequency and transmission protocol.
Our defense industry products are used in communications equipment integrated into electronic systems for tactical
aircraft, ships, ground systems, and missile systems. Our wireless products consist of an array of low noise and power
amplifiers serving the wireless, PCS, two-way messaging market as well as Cellular Coverage Enhancement
amplifiers.

We were founded to develop and manufacture hybrid microcircuit microwave and RF amplifiers to support
the communications market. In 1994, we became active in the BWA market, then known as Wireless Local Loop
(WLL) and devel oped a multicarrier linear power amplifier supporting this market in the 300-450 MHz range. In late
1994, we developed a multicarrier linear RF power amplifier specifically for boosting signal strengths in the cellular
communications market and marketed this multicarrier product directly to the domestic cellular service providers.
During 1995 and 1996, we developed derivative multicarrier cellular products at aternative power levels to support
differing needs in the service provider market.

In the fourth quarter of fiscal 1997, we experienced a significant decrease in our revenue, attributable to
several factors. Original equipment manufacturers (OEMSs) offered significantly reduced prices on their improved base
station products, and the service providers began to outsource the infrastructure build out and maintenance to their
OEM equipment providers who used their own equipment in the cell site. Also, the mobile communications industry
focused substantial financial and human resources on the build out of the nascent PCS services, and competitors began
to offer smilar or improved products within the domestic US market.

As a result, we decided to change our market focus and concentrate on selling to the OEM customer base.
Latein fiscal 1997, we entered the satellite communi cations gateway market by offering a high power linear amplifier
for data transmission applications in a Low Earth Orbit (LEO) network. In fiscal 1998, we received significant
revenue from an OEM in the South American market and introduced products for the PCS markets and the two-way
messaging market. We a so invested heavily in the BWA market for applications with Korean and European OEMs.

During fiscal 1999, we developed a new generation of our original cellular multicarrier products and
continued to develop and diversify our customer base and invest in the development of BWA products. We
experienced significant negative impacts to our revenue because of the delay and cancellation of customer BWA
rollout programs.

In February 1999, we appointed Mr. Kirk A. Waldron as President and Chief Executive Officer following the
resignation of Mr. Jacob Inbar. Mr. Scott T. Behan was appointed Executive Vice President of Sales and Marketing
following Mr. Edwin J. McAvoy’s resignation of his position as Vice President. Mr. McAvoy was, in turn, appointed



Director of Custom Programs. Both Mr. Waldron and Mr. Behan were also elected to the Board of Directors
following the resignations of Dr. Tiberiu Mazilu and Mr. McAvoy from the Board.

In March 1999, AML announced the appointment of Gerald M. Starek to our Board of Directors, expanding
the board to six members.

In August 1999, we received our 1SO 9001 certification, a uniform worldwide quality management system
standard and undertook the transition of our production technology from traditional batch assembly to a flexible, self-
balancing, one piece flow process. We believe this substantialy increases our capacity and production efficiency to
support growth.

In January 2000, to expand our Defense Microwave product line, we purchased a product line and certain
assets of a company serving the military small signal amplifier market. This purchase was intended to bolster our
Defense Microwave product line and position that segment of our business for future growth in the market.

In February 2001, we re-appointed Mr Jacob Inbar to President and Chief Executive Officer following the
resignation of Mr. Kirk Waldron. Additionally, two other co-founders, Dr. Tiberiu Mazilu and Mr. Ed McAvoy were
appointed to the Board of Directors as well as to the positions of Vice President-Engineering and Vice President-
Marketing, respectively.

In March 2001 we closed a private placement of common stock for $500,000 with a group of investors led by
Jacab Inbar. Again in September, 2001 and December 2001, we closed private placements of common stock for
$100,000 and $160,000, respectively, with a group of investors led by Jacob Inbar. In January, 2002, we closed a
private placement in the form of an equity private placement worth approximately $233,000 to a group of outside
individuals. These funds have provided us with additional cash reserves to fund our future operations. It is highly
likely that we will need additional funding to finance growth or offset additional operational |osses.

We bdlieve our future success depends upon our ability to broaden our product offerings, continue to increase
our defense microwave customer base, and capture volume product delivery opportunities with increased gross
margins. While we continually attempt to expand our customer base, we cannot give any assurance that a major
customer will not reduce, delay or eiminate its purchases from us. Such a reduction would have a material adverse
effect on our business, results of operations, and financia condition.

A limited number of OEMs account for a majority of RF amplifier purchasers in the communications
equipment market, and our future success is dependent upon our ability to establish and maintain relationships with
these types of customers. Additionally the company’s future depends on the ability to generate new products, mostly
as part of a standard line of products (i.e. products we devel oped that are intended to be sold to many customers).

We have experienced, and expect to continue to experience in most cases, declining average sales prices for
our products. While defense products have maintained relative price stability, wireless infrastructure manufacturers
have come under increasing price pressure from wireless service providers, which in turn has resulted in downward
pricing pressure on our products. In addition, ongoing competitive pressures in the RF amplifier market have put
continued pressure on us to continually reduce the sales price of our products. Consequently, we believe that in order
to maintain or improve our existing gross margins in the near term, we must achieve manufacturing cost reductions,
and in the long term devel op new products that incorporate advanced features that generate higher gross margins.

Business Strategy

Thereturn of Jacob Inbar and the other co-foundersin February 2001, resulted in our re-direction toward the
defense markets. As such, we moved rapidly to utilize our knowledge base in Defense Microwave related design and
manufacturing to offer new products, as well as variations of existing products. The results of this strategy have been
an increase in revenues for Defense related products from $1.3 million in fiscal 2001 to $2.8 million in fiscal 2002.
This 220% increase enabled us to have a positive revenue growth in fiscal 2002, despite the major decline in revenues
from the wireless sector.

Utilizing our extensive knowledge in Microwave Integrated Circuits (“MIC”) design capabilities, the
company has expanded the products offered as part of our full line catalog. Such products are designed for and



marketed to the Defense Microwave market. We also intend to utilize the M1C design capabilities toward higher value
added products such as subsystems.

Due to our limited financia resources, as well as the adverse effects of the global downturn in wireless
telecommunications infrastructure spending, we will limit the level of new product introductions to this market to
those which will provide adequate margins or those in which potential or existing customerswill share the costs of the
new product devel opment.

Markets

We sdl our RF/Microwave amplifier products into various segments of the communications market. Our
primary focus is on the Defense Microwave, wireless communications (PCS and two-way messaging), and Cellular
Coverage Enhancement markets. In fiscal 2002, we derived approximately 48.4% of our revenues from the Defense
Microwave market, 40.9% from the PCS and two-way messaging market and 10.7% from Cellular Coverage
Enhancement products. In comparison, in fiscal 2001 we derived 25.5% from Defense Customers, 51.8% from PCS
and two-way messaging and 22.7% from Cellular Coverage Enhancement products.

Defense Microwave Amplifiers. These hybrid microwave circuits utilizing MIC technology are sold to
Defense OEM customers with broadband, microwave frequency, component requirements. These parts typically
support applications including surveillance, signal detection, satellite communication, radar and telemetry. They are
used in both the transmission and reception signal paths. The technology permits accurate, reproducible, volume
products supporting broad bandwidths and higher frequencies to be designed and manufactured. Moderate volume
requirements and custom design requirements characterize this market.

Cellular and PCS Cdlular networks utilize a number of base stations with high power antennas to serve a
geographical region. Each region is broken down into a number of smaller geographical areas, or "cells." Each cell has
its own base station which uses wireless technology to receive subscribers calls and transmit those calls through the
wireline Public Switched Telephone Network (PSTN). Celular networks operate within the 800 and 900 MHz
bandwidths of the radio spectrum. PCS networks operate in a substantially similar manner as cellular networks, except
that PCS networks operate at 1800 and 1900 MHz bandwidths and utilize only digital transmission protocols.
Transmissions at the higher frequencies utilized by PCS networks have shorter transmission waves as compared to
cellular frequency transmissions, which tends to limit the distances PCS transmissions can travel without significant
degradation. Lower frequency signals penetrate into buildings and other obstacles better than higher frequency signals.
Therefore, PCS networks operating at the higher frequency ranges should require smaller operating cells and more
base stations than existing cellular networks to cover the same total geographic region. To the Cdlular and PCS
markets, we provide linear multi-carrier RF low noise amplifiers, which are located in base stations and work to
increase the signa strength of the received signal. The strategy of the cellular companies to expand service utilizing
the existing infrastructure while buying performance enhancement devices, the kind manufactured by us, offers the
possibility of additional salesin this marketplace.

Two-Way Messaging. The two-way messaging networks consist of a substantial number of local and
nationwide transceivers that distribute and collect information from numerous handheld wirel ess messaging handsets.
These handsets allow the user to perform functions such as accessing the internet, retrieving and responding to e-mail,
and instant messaging, among others. The two-way messaging protocols are being adapted to deliver grester amounts
of digital information, requiring high power, linear amplification for transmission from the base stations, and low
noise tower mount receive amplifiers to maximize the sensitivity of the base station reception. We have provided low
noise tower-mount receive amplifiers and RF power amplifiers to two-way messaging OEM’s as well as to severa
network operators. Currently, the two largest markets for wireless messaging products are the domestic U.S. and
China

Products

We designed and/or manufactured during the year single and multicarrier RF power amplifiers and low noise
receive amplifiers that are sold into the Defense Microwave, Cellular and PCS, and two-way messaging markets.



Defense Microwave. We produce standard and custom hybrid microwave circuit products that are listed in
our web-based catalog and selection guide. We aso produce derivative products that are based upon minor
modification of the catalog items. The frequencies range from 50kHz to 20GHz. Power levels range from less than
one milliwatt to several watts.

Cellular and PCS. We have offered and continue to offer our coverage and capacity enhancing power and
low noise amplifiers to the celular and PCS marketplace. Within this product line are linear multicarrier RF power
amplifiers suitable for use in the amplification of analog and digital communications formats. These productsrangein
power levels from 30 to 140 watts and provide flexible features/options such as AC or DC supply operation,
replaceable input modules that allow wide variation and combination of signal gain and connection types. For the PCS
market, we have developed several RF low noise receive and single channel power amplifiers for various OEMSs.
These products offer cost effective amplification of their respective formats to support the OEM requirements.
Typical power levels range from 4 watts to 80 watts.

Two-Way Messaging. We have developed a wide range of receive products to support the two-way
messaging market. These products include tower mount receive amplifiers, RF power amplifiers, and base station
receive multicouplers. We believe these products offer excellent performance in terms of maximizing receive
sensitivity while minimizing the effects of interference from alternative services. We also offer derivative products of
our celular RF power amplifier product line to support the two-way messaging base station transmission
requirements.

Our RF power amplifiers range in price from $500 to over $10,000 per amplifier, depending upon
technology, complexity, quantity, and implementation. Our receive products range in price from $400 to $7,000 per
amplifier, depending upon system requirements and implementation.

Customers

We sdl products to wireless and defense OEM manufacturers worldwide, including Raytheon, Boeing,
Lockheed Sanders and Elisra Microwave. We sall products to wireless network operators such as AT& T Wireless
Services, Cingular Wireless and Verizon Wireless. We also sold products to wireless and two-way messaging OEM’s
such as Vytek Wireless, Transcept, and Airnet Communications and Optical Network manufacturers such as JDS
Uniphase.

For the fiscal year ended March 31, 2002, our largest customer was Vytek Wireless, which accounted for
approximately 24.2% of net sales. Raytheon was our second largest customer with approximately 21.4% of net sales.
The loss of ether of these customers, or a sgnificant loss, reduction, or rescheduling of orders from any of our
customers could have a material adverse effect on our business, results of operations and financial condition.

We rely heavily on our technical expertise in acquiring new customers. The acquisition rate for new Defense
Microwave customers during fiscal 2002 was approximately 4.25 new customers per quarter compared to
approximately 2.75 new customers per quarter for fiscal 2001.

Marketing and Distribution; International Sales

We sdll our products through a combination of a technically proficient direct sales force and a network of
independent sales representatives selected for their familiarity with our potential customers and their knowledge of the
defense microwave and wireless communications markets. Both the direct sales personnel and independent sales
representatives generate product sales, provide product and customer service, and provide customer feedback for
product development. In addition, the sales personnel and independent sal es representatives receive support from our
marketing, product support and customer service departments.

Our marketing efforts are focused on establishing and developing long-term relationships with potential
customers. Sales cycles for certain of our products are lengthy, typically ranging from six to eighteen months. Our
customers typically conduct significant technical evaluations of our products before making purchase commitments. In
addition, as is customary in the indudtry, sales are made through standard purchase orders, which can be subject to
cancellation, postponement or other types of delays. While certain customers provide us with forecasted needs, they
are not bound by such forecasts.



Warranty

Our warranty varies by product type and typically covers defects in material and workmanship for one year
from the date of delivery. We perform warranty obligations and other maintenance services at our facilities in
Southern California.

Product Development

We invest significant resources in the research and development of new methods to improve amplifier
performance, including reduced noise, and increased efficiency in the RF amplification process as well seeking to
reduce the cost and increase the manufacturing efficiency of new and existing products. Our research and
development staff consisted of 13 people as of March 31, 2002. Expenditures for research and devel opment amounted
to approximately $1.4 million in fiscal 2002 and $2.9 million in fiscal 2001.

Competition

The Defense Microwave industry is highly competitive. Our main competitors include Miteq, Celeritek, CTT,
and JCA Technology, etc. Although most of the competitors have significantly higher resources than we have, we
believe that our technical abilities in implementing MIC amplifiers do not differ to the same degree. We utilize our
technological knowledge aswell as price to compete effectively.

The wireless communications infrastructure equipment indudtry is extremely competitive and is characterized
by rapid technological change, new product development, rapid product obsolescence, evolving industry standards,
and significant price erosion over the life of a product. Our products compete on the basis of the following key
characteristics: performance, functiondlity, reliability, pricing, quality, designs that can be efficiently manufactured in
large volumes, time-to-market delivery capabilities and compliance with industry standards. While we believe we
compete favorably with respect to the foregoing characteristics, there can be no assurance that we will be able to
continue to do so. Our current competitors include Chesapeake Microwave, Powerwave Technologies, Inc., Spectrian
Corporation, and Stealth Microwave, Inc.

We have experienced significant price competition and expect price competition in the sale of RF/Microwave
amplifiers to increase. No assurance can be given that our competitors will not develop new technologies or
enhancements to existing products or introduce new products that will offer superior price or performance features.
We expect our competitors to offer new and existing products at prices necessary to gain or retain market share.
Certain of our competitors have substantial financia resources, which may enable them to withstand sustained price
competition or a market downturn better than us. There can be no assurance that we will be able to compete
successfully in the pricing of our products, or otherwise, in the future.

M anufacturing and Suppliers

Our headquarters and our manufacturing facility are located in Camarillo, California. Our manufacturing
process invol ves the assembly of numerous individua components and precise fine-tuning by production technicians.
The parts and materials we use consist primarily of printed circuit boards, specialized subassemblies, fabricated
housings, relays, and small eectric circuit components, such as integrated circuits, semiconductors, resistors and
capacitors.

We obtained 1SO 9001 certification, a uniform worldwide quality management system standard, on our
headquarters and manufacturing facility located in Camarillo, California. Numerous customers and potential customers
throughout the world, particularly in Europe, require their suppliers be 1SO certified. In addition, many customers
require their suppliers to purchase components only from subcontractors that are 1 SO certified.

We currently procure, and expect to continue to procure, certain components from single source
manufacturers due to unique component designs as well as certain quality and performance requirements. In addition,
in order to take advantage of volume pricing discounts, we purchase certain customized components from single
sources. We have experienced, and may in the future experience, shortages of single-source components. In such
event, we may have to make adjustments to both product designs and production schedules, which could result in
delays in production and delivery of products. Such delays could have an adverse effect on our operating results and
financial condition.



Intellectual Property

Werely on trade secrets and patents to protect our intellectual property. We execute confidentiaity and non-
disclosure agreements with our employees and limit access to and digtribution of our proprietary information. We own
several patents relating to multicarrier power amplifier circuits and implementation. We have an on-going program
which encourages applications for both U.S. and international patents for various aspects of our technology. These
efforts allow us to rely upon the knowledge and experience of our management and technica personnel and our ability
to market our existing products and to devel op new products. The departure of any of our management and technical
personnel, the breach of their confidentiality and non-disclosure obligations with us, or the failure to achieve our
intellectual property objectives may have a material adverse effect on our business, financial condition and results of
operations.

We believe our success depends upon the knowledge and experience of our management and technical
personnel and our ability to market our existing products and to develop new products. We do not have non-compete
agreements with our employees who are employed on an "at-will" basis. Therefore, employees may, and have, left us
to go to work for a competitor. While we believe that we have adequately protected our proprietary technology, and
we will take all appropriate and reasonable legal measures to protect it, the use of our processes by a competitor could
have a materia adverse effect on our business, financia condition and results of operations.

Our ability to compete successfully and achieve future revenue growth will depend, in part, on our ability to
protect our proprietary technology and operate without infringing upon the rights of others. We may not be able to
successfully protect our intellectual property, and our intellectual property or proprietary technology may otherwise
become known or be independently devel oped by competitors. In addition, the laws of certain countries in which our
products have been or may be sold may not protect our products and intellectual property rights to the same extent as
the laws of the United States.

The inability to protect our intellectual property and proprietary technology could have a material adverse
effect on our business, financial condition and results of operations. As the number of patents, copyrights and other
intellectual property rights in our industry increases, and as the coverage of these rights and the functionality of the
products in the market further overlap, we believe that companiesin our industry may face more frequent infringement
claims. We may in the future be notified that we are infringing upon certain patent or other intellectual property rights
of others. Although we are not aware of any pending or threatened intellectual property lawsuits againg us, we cannot
guarantee that such litigation or infringement claims will not occur in the future. Such litigation or claims could result
in substantial costs and diversion of resources and could have a material adverse effect on our business, results of
operations and financial condition. A third party claiming infringement may also be able to obtain an injunction or
other equitable relief, which could effectively block our ability or our customer’s ability to distribute, sell or import
allegedly infringing products. If it appears necessary or desirable, we may seek licenses from third parties covering
intellectual property that we are allegedly infringing. No assurance can be given, however, that any such licenses could
be obtained on terms acceptableto us, if at all. The failure to obtain the necessary licenses or other rights could have a
material adverse effect on our business, financial condition and results of operations.

Gover nment Regulation

Radio frequency transmissions and emissions, and certain equipment used in connection therewith, are
regulated in the United States, Canada and internationally. We often must obtain regulatory approval in connection
with the manufacture and sale of our products, and by our customers to operate our products. We cannot assure you
that the United States Federal Communications Commission (FCC), International Telecommunications Union (ITU),
European Telecommunications Standard Ingtitute (ETSI), or other organizations charged with regulating the
requirements of RF equipment, will not adopt more stringent regulations for the communications industry. If such
regulations are adopted, AML, the OEMs and the wireless system operators may be required to ater the manner in
which radio signals are transmitted, or otherwise to alter the equipment transmitting such signals, which could
materially and adversely affect our products and markets. The enactment by federal, state, local or international
governments of new laws or regulations, or a change in the interpretation of existing laws or regulations, could affect
the market for our products. Recent deregulation of international communications industries, along with recent RF
spectrum allocations made by the FCC, have increased the potential demand for our products by providing users of
those products with opportunities to establish new wireless personal communications services. However, we cannot
assure you that the trend toward deregulation and current regulatory developments favorable to the promotion of new
and expanded personal communications services will continue or that other future regulatory changes will have a



positive impact us. The increasing demand for wireless communications has exerted pressure on regulatory bodies
worldwide to adopt new standards for such products, generally following extensive investigation of and deliberation
over competing technologies. The delays inherent in this governmental approval process may cause the cancellation,
postponement or rescheduling of the ingallation of communications systems by our customers.

Employees

As of March 31, 2002, we had 52 full-time employees, including 13 in research and development; 31 in
manufacturing, production engineering and quality assurance; five in administration; and three in sales, marketing,
order entry and customer support. We believe the success of our business depends, in part, on our ability to attract
and retain qualified personnel, particularly qualified scientific, technical and key management personnel. Our
employees are not governed by collective bargaining agreements. We believe our relationships with are employees
are good.

Environmental Regulations

We are subject to federal, state and local governmenta regulations relating to the storage, discharge,
handling, emission, generation, manufacture and disposal of toxic or other hazardous substances used to manufacture
our products. We believe we are currently in compliance in all material respects with such regulations. Failure to
comply with current or future regulations could result in the imposition of substantial fines on us, suspension of
production, alteration of our manufacturing processes, cessation of our operations, or other actions which could
materially and adversely affect our business, financial condition and results of operations.

ITEM 2. DESCRIPTION OF PROPERTY
Our adminidrative, engineering and manufacturing facilities are located in a 25,000 square foot leased
building in Camarillo, California. The lease for this space expiresin April 2003, however, terms of the lease provide

us an option to extend the lease for an additional 60 months. We believe that our current facilities are in reasonable
condition and provide adequate expansion capabilities.

ITEM 3. LEGAL PROCEEDINGS
We may be subject, from time to time, to various legal proceedings relating to claims arising out of our
operations in the ordinary course of our business. We are not currently party to any legal proceedings, the adverse

outcome of which, individually or in the aggregate, would have a material adverse effect on the business, financia
condition or results of operations of the Company.

ITEM 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS

Not applicable.

PART II

ITEM 5. MARKET FOR REGISTRANT'SCOMMON STOCK AND RELATED STOCKHOLDER
MATTERS

10



Our common stock currently trades on the NASDAQ SmallCAP Market under the symbol “AMLJ.” The
table below sets forth the high and low sales prices for the Company’s common stock on the NASDAQ National
Market for the periods indicated.

Price Range of Common Stock

High Low
Fiscal year ended March 31, 2001
Firgt QUaEr......cocceciecie et $5.25 $2.63
SECONA QUAIES ...vevieieeccie ettt $4.50 $2.38
Third QUAIEr ....eveeeiece e $3.63 $1.06
FOUIN QUAIEN ........ccviieieiecie ettt $2.75 $0.50
Fiscal year ended March 31, 2002
Firgt QUAtEr ....oovcecvecieceece ettt $1.25 $0.44
SECONA QUAIES ...vevieieeeciecteeee ettt $0.94 $0.50
Third QUAIES ....cveeeece e $1.60 $0.52
FOUIN QUAIEN ........ccviieieiecie et $0.90 $0.50

At June 21, 2002 there were approximately 80 holders of record of the Company’ s common stock.
Thisnumber does not include the number of persons whose stock is in nominee or in “street name”
accounts through brokers.

We have not paid cash dividends and do not anticipate paying cash dividends in the foreseeable future. We
expect to utilize future earnings to finance future growth. The actual amount of any dividends paid would be subject
to the discretion of the Board of Directors of the Company and would depend on the Company’ s operations, financial
and business requirements, compliance with bank covenants and other factors.

The information regarding the shares of our common stock authorized for issuance under our equity
compensation plans under the caption “Equity Compensation Plan Information” in our 2002 Proxy Statement is
incorporated herein by reference.

ITEM 6. MANAGEMENT'SDISCUSSION AND ANALY SISOF FINANCIAL CONDITION AND
RESULTSOF OPERATIONS

Results of Operations

The following table summarizes the Company's results of operations both in dollars and as a percentage of
net sales for the fiscal years ended March 31, 2001 and 2002.

(Dollarsin thousands) Year Ended March 31,
Revenues 2001 2002
MIC e $ 1,295 255% $ 2842 48.4%
PCS and Wirel €SS meSSaging........c. eeevuveerierineeenieeesieeesieenas 2,628 51.8 2,404 40.9
Cdlular, wireless telephony and other ..o 1,148 22.7 629 10.7

Total NEL SAIES......ciiieeee e 5,071 100.0 5,875 100.0
Cost Of gOOUS SOI.......cciviriirieeierie e e 6,580 129.7 4,196 71.4
Gross Profit (10SS)....ccveeeieieiiee e (4,509) (29.7) 1,679 28.6
Operating expenses:

Sdling, generd and administrative...........ccocoeeevieeveenieens 2,385 47.0 1,085 184

Research and devel opment...........ccocveiiiiiiiiecien e 2937 _57.9 1,357 231
OPEratiNg [0SS......viivirieeiirie et (6,831 (134.7) (763) (12.9)
Other INCOME, NEL.......coiiiiiiiiec s 18 0.4 50 0.8
Loss before iNCOMe taxes.........evvvveeiiee e (6,813) (134.3) (713) (12.1)
[NCOME tAX EXPENSE...utiieiteie ittt (288) (5.7) — —
NELTOSS...eeeiit e $ (7,101) (140.00% $ (713) (12.1)%




Fiscal Years Ended March 31, 2002 and 2001

Net sales. Net salesfor fiscal 2002 were $5.9 million compared to $5.1 million in fiscal 2001. The increase
in net sales is attributable to greater shipments of our MIC amplifier products (defense microwave and optical) which
contributed $2.8 million, or 48.4% of net sales for fiscal 2002, compared to $1.3 million, or 25.5% of net salesin fiscal
2001. The increase in sales of MIC products is the result of our aggressive penetration of the fractured MIC market
and an increase in demand for defense related MIC products related to the procurement of upgrade, replacement, and
spare parts for defense applications. As aresult of planned increase in defense spending, we anticipate that MIC sales
will continue to be a significant portion of our revenue. Net sales of PCS and two-way messaging products totaled
$2.4 million, or 40.9% of net salesin fiscal 2002, compared to $2.6 million, or 51.8% of net salesin fiscal 2001. Sales
of PCS and two-way messaging products decreased due to the current economic slow down in the wireless, PCS and
two-way messaging markets and due to higher production volumes for newly devel oped PCS and two-way messaging
products during fiscal 2001. We anticipate that sales of our PCS and two-way messaging products will continue to
decrease due to reduced capital expenditures for new equipment by OEM’s and service providers given the current
economic conditions within the wireless market. Sales of cellular and other products contributed $629,000, or 10.7%
of net salesin fiscal 2002 compared to $1.1 million, or 22.7 % of salesin fiscal 2001. This decrease can be attributed
to the continued decrease in demand for our legacy cellular products as wireless services providers replace their
cellular equipment with newer non-cellular based equipment such as PCS. Sales of products outside the United States
represented approximately 3.9% and 1.8% of net sales during fiscal 2001 and 2002, respectively.

Gross profit/loss. Gross profit for fiscal 2002 was $1.7 million or 28.6% of net sales, compared to a gross
loss for fiscal 2001 which was $1.5 million, or 29.7% of net sales. The increase in margin can be attributed to higher
shipment levels, increased material margins within our MIC product lines, and the effects of management’s cost
cutting policies. We expect pressure on sdlling prices in the wireless markets to continue in fiscal 2003, while prices
within our defense products have begun to stabilize.

Selling, general and administrative costs. Selling, general and administrative costs for fiscal 2002 were $1.1
million, or 18.4% of net sales, compared to $2.4 million, or 47.0% of net sales, for fiscal 2001. The decrease is
attributed to lower labor and benefit related costs resulting from the reduction in workforce in these departments at the
end of fiscal 2001, lower advertisng, travel, legal, and investor relations fees, and reduced commission expense due to
the restructuring of commission rates we pay to third-party sales representatives. These decreases were offset by an
increase in bad debt expense related to an additional reserve for doubtful accounts receivable in the second quarter of
fiscal 2002. Additionally, during the fourth quarter of fiscal 2002, we recorded an adjustment related to the reduction
of an accrued liability for a bonus accrual. We believe continued investment in marketing and adminigtration is
necessary to increase market share within the defense communications market and to compete profitably in the
intensely competitive wirelessindustry.

Research and development costs. Research and devel opment costs for fiscal 2002 were $1.4 million, or
23.1% of net sales, compared to $2.9 million, or 57.9% of net sales, for the corresponding period in fiscal 2001. The
decrease is primarily due to lower material and labor costs on fewer research and development projects related to the
wireless market in the current fiscal year. Expenses attributable to research and devel opment projects were reduced by
the completion of the development of products, by the termination of programs seen unprofitable during the first
quarter of fiscal 2002, and by the reduction in new, customer-driven product research resulting from the current
economic conditions in the wireless market. We believe investment in the devel opment of a broad-based product line
will increase research and devel opment costs in future quarters.

Other income, net. Other income for fiscal 2002 increased to $50,000 compared to $18,000 for fiscal 2001.
The increase is due to gains from the disposition of non-productive fixed assets during fiscal 2002, the majority of
which were fully depreciated. These gains were offset by increased interest expense related to the additional leased
equipment and to areduction of interest income generated from lower average invested funds. The cash balances are a
function of the net proceeds from the Company’ s public offering in December 1995, the cash received from the equity
private placementsin March 2001 and during fiscal 2002 and from the net cash flow as aresult of operations.

Income tax expense. During fiscal 2002, we recorded no provision for or benefit from income taxes compared

to a provision for income taxes of $288,000 in fiscal 2001. Although we recorded a net loss for fiscal 2002, we
recorded no benefit from income taxes since we have utilized all net operating loss carry-back benefits. During the 3d
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quarter of fiscal 2001, we eected to increase our valuation alowance related to our $288,000 deferred tax asset due to
the uncertainty of realizing tax benefits from that asset. The Company did not record any benefit from taxes related to
the losses accumulated during fiscal 2001 asit had utilized its net operating loss carryback during fiscal 1999.

Net loss. For the reasons set forth above, the Company generated a net loss in fiscal 2002 of $713,000, or
12.1% of net sales compared to anet loss of $7.1 million, or 140.0% of net salesin fiscal 2001.

Liquidity and Capital Resour ces

Historically, we have financed our operations primarily from internaly generated funds and, to a lesser
extent, loans from stockholders and capital lease obligations. In December 1995, we completed an initial public
offering of 1,725,000 shares of common stock (including the exercise of the underwriters over allotment option),
raising net proceeds of approximately $7.7 million. Of such net proceeds, $425,000 was used to repay loans from
certain stockholders and the remainder has been used to expand manufacturing capability through the leasing and
outfitting of substantially larger facilities, the acquisition of equipment sufficient to produce higher product quantities
and the employment and training of additional employees capable of expanding production and sales. From March
2001 through January 2002, we raised approximately $1.0 million in additiond funds from the completion of four (4)
equity private placements. The net proceeds of the initial public offering and the equity private placements have also
been used to maintain inventory and working capital balances.

In August 1998, we announced that the Board of Directors authorized a stock buyback program of up to
400,000 shares of the Company's outstanding common stock. Shares repurchased pursuant to the buyback were
purchased from time to time on the open market and are being held for issuance in connection with the future exercise
of employee stock options. During fiscal 2002, we did not repurchase any additional shares in open market
transactions and have retained the 114,500 shares repurchased during fiscal 1999.

In April 2001, we entered into three non-cancelable capital leases to acquire test equipment valued in
aggregate at $137,000. The terms of the leases are identical and call for 36 equal monthly aggregate payments of
$4,396, commencing in April 2001, and at an annual interest rate of 9.4%.

In December 2001, we entered into a non-cancelable capital lease to acquire test equipment valued at
$53,000. Theterms of the lease call for 48 equal monthly aggregate payments of $1,503.89 commencing in December
2001 and at an annual interest rate of 15.63%.

In November 2001, we renewed our $1,000,000 line of credit with Silicon Valey Bank. Thisrevolving line
of credit bears interest at the bank's reference rate (primerate) plus 1.00 percent (5.75% at March 31, 2002). Thisline
of credit is secured by substantially all of the Company's assets and expires on November 20, 2002. As of March 31,
2002, we had $336,000 in outstanding borrowings under the line of credit. Borrowings under the line of credit are
subject to a borrowing base of accounts receivable and there are no financial covenants.

In December 2001, we entered into a promissory note with a principa value of $50,000 with Mr. Tiberiu
Mazilu, PhD, an officer and director of the Company. The terms of the note call for quarterly interest paymentsto Dr.
Mazilu commencing on September 30, 2002, with the interest payment cal culated quarterly based on the prime interest
rate plus 1.25%. The principal amount of the note is due on January 2, 2005 but would become due and payable by the
Company immediately upon the consolidation or merger of the Company with another entity, the death of Dr. Mazilu,
or the Company’ s termination of Dr. Mazilu's employment with the Company.

At March 31, 2002, we had $160,000 in cash and cash equivalents. The Company's operating activities used
cash of approximately $1.1 million in fiscal 2002 primarily as a result of the reduction of accounts payable balances.
The Company's capital expenditures of $170,000 for fiscal 2002 were primarily for manufacturing test equipment.

Our auditors have included an explanatory paragraph relating to our ahility to continue as a going concern as
of and for the year ended March 31, 2002, in their Report of Independent Certified Public Accountantsincluded in our
audited financial statements contained elsewhere in this report. For the year ended March 31, 2002, we incurred a net
loss of $713,000, negative cash flows from operations of approximately $1.1 million primarily as a result of the
reduction of accounts payable balances. Our auditors considered these factors, combined with the current economic
conditions and our ability to comply with all of the listing requirements to remain on the Nasdag Small Cap Market, to
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raise substantial doubt about our ability to continue as a going concern. Recovery of our assets, and to a lesser extent
our continued listing on the Nasdag SmallCap Market, is dependent upon future events, the outcome of which is
indeterminable. For more information regarding the likelihood that our stock will be delisted from the Nasdaq
SmallCap Market, please refer to the section entitled “ Additional Factors that may affect our results’.

Successful completion of our development program and attaining profitable operations are dependent upon
our maintaining alevel of sales adequate to support our cost structure. In addition, realization of a major portion of the
assets in the accompanying balance sheet is dependent upon our ability to meet our financing requirements and the
success of our plans to sell our products. The financial statements do not include any adjustments relating to the
recoverability and classification of recorded asset amounts or amounts and classifications of liabilities that might be
necessary should we be unable to continue in existence.

We believe the funds provided from the private placements and the borrowing capacity from its line of credit
may not be sufficient to finance us for the next 12 months. We are attempting to procure additional sources of
financing in the event that the capital available as of March 31, 2002 is insufficient. Other sources may include, but
not be limited to, an equity investment in us by a third party. There are, however, no assurances that we will be able to
successfully obtain additiona financing at terms acceptable to us.

Critical Accounting Policies

Our discussion and analysis of our financial conditions and results of operations are based upon our financial
statements, which have been prepared in accordance with generally accepted accounting principles in the United
States. The preparation of financial statements require managers to make estimates and disclosures on the date of the
financial statements. On an on-going basis, we evaluate our estimates, including, but not limited to, those related to
revenue recognition. We use authoritative pronouncements, historical experience and other assumptions as the basis
for making judgements. Actua results could differ from those estimates. We believe that the following critica
accounting policies affect our more significant judgements and estimates in the preparation of our financial statements.

Revenue recognition. We are required to make judgements based on historical experience and future
expectations, as to the realizability of shipments made to our customers. These judgements are required to assess the
propriety of the recognition of revenue based on Staff Accounting Bulletin (“SAB”) No. 101, “Revenue Recognition,”
and related guidance. We make these assessments based on the following factors: i) customer-specific information, ii)
return policies, and iii) historical experience for issues not yet identified.

Inventory valuation. We are required to make judgements based on historical experience and future
expectations, asto the redizability of inventory. We make these assessments based on the following factors: i) existing
orders, ii) age of the inventory, and iii) historical experience.

Additional Factors That May Affect Future Results

Future operating results may be impacted by a number of factors that could cause actual results to differ
materially from those stated herein, which reflect management’ s current expectations. These factors include:

e industry-specific factors (including the reliance upon growth of the defense microwave and wireless
communications markets, significant competition in the communications infrastructure equipment industry
characterized by rapid technological change, new product development, product obsolescence, and significant
price erosion over thelife of a product);

* our ability to timely develop and produce commercially viable products at competitive prices,

» theability of our products to operate and be compatible with base station equipment of various OEMS,

» our ability to produce products which meet the quality standards of both existing and potential new customers,
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e our ability to accurately anticipate customer demand;
* our ability to manage expense levels, the availability and cost of components;
» our ability to finance our activities, maintain our financial liquidity; and

* theimpact of worldwide economic and palitical conditions on our business.

On July 17, 2001, we received notification of a Nasdag Staff Determination indicating that we had failed to
comply with the minimum market value of public float requirement for continued listing as required by Marketplace
Rule 4450(a)(2), and that our securities were therefore subject to delisting from The Nasdaq National Market. At that
time, the Nasdag Listing Qualifications Staff also requested that we address two other Nasdaq Marketplace Rules that
we were not in compliance with, specifically, the minimum net tangible assets and minimum bid price of $1.00
requirements of Nasdaq Marketplace Rules 4450(a)(3) and 4450 (a)(5), respectively. As permitted by Nasdaq rules,
we requested a hearing before the Nasdag Listings Qualifications Panel to review the Staff's determination and a date
for the hearing was set for Friday, August 31, 2001. At the hearing, we requested that our common stock be transferred
to the NASDAQ SmallCap Market. On October 4, 2001, the Nasdaq Listing Qualifications Panel granted our request
for transfer to the NASDAQ SmallCap Market, conditioned upon the filing of our Form 10-Q for the period ended
September 30, 2001 evidencing either net tangible assets of $2 million or shareholders equity of $2.5 million, which
we complied with on November 8, 2001. As calculated in the financial statements of our Form 10-QSB for the period
ended September 30, 2001, our net tangible assets were $2,270,000. Our common stock began trading on the Nasdag
SmallCap Market effective October 8, 2001.

On November 27, 2001, the Nasdag Listing Qualifications Panel further conditioned the continued listing of
our common stock on the Nasdaq SmallCap Market upon the filing of our Form 10-Q for the period ended December
31, 2001 evidencing either net tangible assets of $2 million or shareholders equity of $2.5 million and upon our
compliance with all the requirements for continued listing on the Nasdaq SmallCap Market, including maintaining a
minimum bid price of $1.00. As calculated from the financial statements in our 10-QSB filed for the period ended
December 31, 2001, our net tangible assets as of December 31, 2001 were $2,181,000. On January 2, 2002, The
Nasdag Stock Market reinstated the requirements for the minimum bid price of $1.00 and modified the rules for the
grace period afforded members of the SmallCap Market from 90 days to 180 days. The reinstated and revised Nasdaqg
Marketplace Rules essentially alows us 30 consecutive trading days from January 2, 2002 with which to comply to
the minimum $1.00 bid price. If we were unable to attain and maintain the minimum $1.00 bid price, we would then
be afforded a 180 calendar day grace period in which to regain compliance.

On February 14, 2002, the Nasdaq Listing Qualification Panel notified the Company that it had failed to
comply with the $1.00 minimum bid price requirement and that, if we could not show compliance with this
requirement by August 13, 2002, our shares would be delisted from the Nasdag Small Cap Market. Further, the Ligting
Qualifications Pand natified the Company that it would not be provided a second oral hearing on the bid issue and that
the Company must be compliant on or before August 13, 2002. In order to regain compliance, our common stock
would have to close over $1.00 for any ten consecutive trading days prior to August 13, 2002. The trading price of our
common stock has not met the $1.00 minimum bid price requirement at any point in the last 60 days. We do not
currently plan to undertake a reverse stock split or other recapitalization, and consequently, unless our share price
improves in the near term, there is a significant risk that we will not regain compliance with the minimum bid price
requirements prior to the August 13th deadline. Conseguently, our common stock would be delisted from the Nasdag
Small Cap Market at the close of business on or about August 13, 2002 and would only trade on the over the counter
market (commonly known as the bulletin board). Delisting from the Nasdag Small Cap Market would have a
substantial adverse effect on the liquidity of our common stock, which in turn islikely to have an adverse effect on the
trading price of such stock.

For the year ended March 31, 2002, we incurred a net loss of $713,000, negative cash flows from operations
of approximately $1.1 million primarily as a result of the reduction of accounts payable balances. Our auditors
considered these factors, combined with the current economic conditions and our ability to comply with all of the
listing requirementsto remain on the Nasdag Small Cap Market, to raise substantial doubt about our ability to continue
as a going concern. Recovery of our assets and to a lesser extent our continued listing on the Nasdag SmallCap
Market, is dependent upon future events, the outcome of which is indeterminable. Successful completion of our
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development program and attaining profitable operations are dependent upon our maintaining alevel of sales adequate
to support our cost structure. In addition, realization of amajor portion of the assets in the accompanying balance sheet
is dependent upon our ability to meet our financing requirements and the success of our plansto sell our products. The
financial statements do not include any adjustments relating to the recoverability and classification of recorded asset
amounts or amounts and classifications of liabilities that might be necessary should we be unable to continue in
existence,

We believe that funds provided from the private placements and the borrowing capacity from our line of
credit may not be sufficient to finance us for the next 12 months. We are attempting to procure additional sources of
financing in the event that the capital available as of March 31, 2002 is insufficient. Other sources may include, but
not be limited to, an equity investment in us by a third party. We cannot assure you that we will be able to successfully
obtain additional financing at terms acceptable to us. Failure to maintain or secure adequate financing could have a
material impact on our liquidity and results from operations.

We believe that, to the extent that foreign sales are recognized, we may face increased risk associated with
political and economic instability, compliance with foreign regulatory rules governing export requirements, tariffs and
other trade barriers, differences in intellectual property protections, longer accounts receivable cycles, currency
fluctuations and general trade restrictions. If any of these risks materidize, they could have a material adverse effect
on our business, results of operations and financial condition.

We have evaluated the credit exposure associated with conducting business with foreign customers and have
concluded that such risk is acceptable. Nevertheless, any significant change in the economy or a deterioration in
United States trade relations or the economic or political stability of foreign markets could have a material adverse
effect on our business, results of operations and financial condition.

Sales to foreign customers are invoiced in U.S. dollars. Accordingly, we currently do not engage in foreign
currency hedging transactions. However, as we expand further into foreign markets, we may experience greater risk
associated with general business, political and economic conditions in those markets. At such time, we may seek to
lessen our exposure through currency hedging transactions. We cannot assure you that a currency hedging strategy
would be successful in avoiding currency exchange related losses. In addition, should the relative value of the U.S.
dollar in comparison to foreign currencies increase, the resulting increase in the price of our products to foreign
customers could result in decreased sales which could have a material adverse impact on our business, results of
operations and financia condition.

We experience significant price competition and expect price competition in the sale of our products to
remain intense. We cannot assure you that our competitors will not develop new technologies or enhancements to
existing products or introduce new products that will offer superior price or performance features. We expect our
competitors to offer new and existing products at prices necessary to gain or retain market share. Several of our
competitors have substantial financial resources, which may enable them to withstand sustained price competition or a
downturn in the pricing of their products in the future. Substantially all of our competitors have, and potential future
competitors could have, substantially greater technical, marketing, distribution and other resources than we do and
have, or could have, greater name recognition and market acceptance of their products and technol ogies.

We receive periodic order forecasts from our major customers who have no obligation to purchase the
forecasted amounts. Nevertheless, we maintain significant work in process and raw materias inventory, as well as
increased levels of technical production staff to meet order forecasts and/or management’s projections. To the extent
our major customers purchase less than the forecasted amounts, we will have higher levels of inventory than otherwise
needed, increasing the risk of obsolescence, and we will have increased levels of production staff to support such
forecasted orders. Such higher levels of inventory and increased employee levels could reduce our liquidity and could
have amateria adverse effect on our business, results of operations and financial condition.

The markets in which our customers and we compete are characterized by rapidly changing technology,
evolving industry standards and communications protocols and continuous improvements in products and services.
Our future success depends on our ahility to enhance our current products and to develop and introduce in a timely
manner new products that keep pace with technological developments, industry standards and communications
protocols, compete effectively on the basis of price, performance and quality, adequately address OEM customer and
end-user customer requirements and achieve market acceptance. We believe that to remain competitive in the future
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we will need to continue to develop new products, which will require the investment of significant financial resources
in new product development. In the event our newly developed products are not timely developed or do not gain
market acceptance, our business, results of operations and financia condition could be materially adversely affected.

Our guarterly and annual results have in the past been, and will continue to be, subject to significant
fluctuations due to a number of factors, any of which could have a material adverse effect on our business, financial
condition and results of operations. There can be no assurance that we will not experience such fluctuations in the
future. We establish our expenditure levels for product development and other operating expenses based on expected
revenues, and expenses are relatively fixed in the short term. As a result, variations in timing of revenues can cause
significant variations in quarterly results of operations. There can be no assurances that we will be profitable on a
guarter-to-quarter basis in the future. We believe that period-to-period comparisons of our financial results are not
necessarily meaningful and should not be relied upon as an indication of future performance. Due to these factors, it is
likely that in some future quarter or quarters our revenues or operating results will not meet the expectations of public
stock market analysts or investors. In such event, the market price of our common stock would be materially adversely
affected.

Quantitative and Qualitative Disclosures About Market Risk

Our primary market risk exposure isinterest rate risk. Asof March 31, 2002, our line of credit facilities were
the only debt facilities subject to variable interest rates. We will monitor thelevel of risk by keeping variablerate
exposures at acceptable levels.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors and Shareholders
AML Communications, Inc.

We have audited the accompanying balance sheet of AML Communications, Inc. as of March 31, 2002, and the
related statements of operations, shareholders' equity, and cash flows for each of the two years in the period ended
March 31, 2002. These financia statements are the responsibility of the Company's management. Our responsibility
isto express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financia position
of AML Communications, Inc. as of March 31, 2002, and the results of its operations and its cash flows for each of the
two years in the period ended March 31, 2002 in conformity with accounting principles generally accepted in the
United States of America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going
concern. As discussed in Note 2 to the financial statements, during the year ended March 31, 2002, the Company
incurred a net loss of $713,000 and it had negative cash flows from operations of $1,145,000. In addition, the
Company had an accumulated deficit of $8,306,000 as of March 31, 2002. These factors, among others, as discussed
in Note 2 to the financial statements, raise substantial doubt about the Company's ability to continue as a going
concern. Management's plans in regard to these matters are also described in Note 2. The financial statements do not
include any adjustments that might result from the outcome of this uncertainty.

SINGER LEWAK GREENBAUM & GOLDSTEIN LLP

Los Angeles, California

June 7, 2002
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AML COMMUNICATIONS, INC.

BALANCE SHEET
AS OF MARCH 31, 2002

ASSETS

Current Assets:
Cash and Ccash EQUIVAIENTS.........oceiiiiie e
Accountsreceivable, net of allowance for doubtful accounts of $57,000..
INVENLOTTES, NEL ...,
OtEr CUITENE GSSELS.......cci ittt e e e e e e e e s e s b a e e e e s e e e saseaeaeeas
TOtal CUMTENE ASSELS......coe e

Property and EQUIPMENt, &t COSE: ....oooviiiiiieiie e
Less—Accumulated depreciation and amortization...........cccceeveevveieenieens

OthEr @SSELS ...

LIABILITIESAND STOCKHOLDERS EQUITY

Current Liabilities:
ACCOUNES PAYADIE.......ee it
LiNE Of Cratit......coieeiee e
Current portion of capital lease obligations..........cccveveieiieeien i
Accrued expenses:
Accrued payroll and payroll related expenses........cccoceevveeriiennnne
CUSIOMEr AEPOSITS. ....eeieiiieiiee ettt
Other aCCrued EXPENSES. .......veiiieieitiee it riee ettt be e sbee e saee s
Total current liabilitieS.........ccvevieiiiieee

Note Payable - Officers
Capitd lease obligations, net of CUrrent Portion...........ccoceevceenieeereeenee e
Commitments and Contingencies
Stockholders Equity:
Preferred stock, $.01 par value:
1,000,000 shares authorized; no shares issued or
outstanding
Common stock, $.01 par value;
15,000,000 shares authorized;
7,943,959 sharesissued and 7,829,456 shares outstanding
Capital in eXcess of par ValUB.........coceeieriiiiieeeec e
Treasury stock-- 114,500 shares, a COSL ....ocvveeieeeiieniiieeeiee e

AccUmMUIALEd defiCit........coveieeiie e
Total stockholders’ eqUILY.........cooueiiieriiiiee e

$ 160,000
1,445,000
1,102,000

237,000
2,944,000

4,699,000

(3,406,000)
1,293,000

38,000

$ 4,275,000

$ 882,000
336,000
223,000

145,000
145,000
96,000
1,827,000

50,000
330,000

73,000
10,524,000
(223,000)

(8,306,000)
2,068,000

$ 4,275,000

The accompanying notes are an integral part of these financial statements.
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AML COMMUNICATIONS, INC.

STATEMENTSOF OPERATIONS
FOR THE YEARS ENDED MARCH 31, 2001 AND 2002

Cost of gOOAS SOId......coiveiiiiieiie e
Gross profit(I0Ss) .....coccveevveereeiieiiee e

Operating Expenses:
Sdling, generd and adminigtrative..............cc.......
Research and development............ocoeevieieeiens

Operating 10SS.....cceveiieeiiee e

Other (Income) Expense:
INEEreSt INCOME......coiiiieiieee e
INLEreSt BXPENSE....co it
OtNEN .o e

Loss before
INCOME taX EXPENSE ....ceeveeerireerireeriiee e

Basic and Diluted Loss Per Common Share..................
Basic and Diluted Weighted Average Number of Shares
of Common Stock Outstanding...........cccevveeerieeeieneeenns

The accompanying notes are an integral part of these financial statements.

Year Ended
March 31, March 31,
2001 2002

$ 5,071,000 $ 5,875,000
6,580,000 4,196,000
(1,509,000) 1,679,000
2,385,000 1,085,000
2,937,000 1,357,000
5,322,000 2,442,000
(6,831,000) (763,000)
(104,000) (35,000)
82,000 123,000
4,000 (138,000)
(18,000) (50,000)
(6,813,000) (713,000)
(288,000) —
$(7,101,000) $ (713,000)
$ (1.02) $ (0.09)

6,932,000 7,830,000
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AML COMMUNICATIONS, INC.

STATEMENTSOF STOCKHOLDERS EQUITY
FOR THE YEARSENDED MARCH 31, 2001 AND 2002

Balance, March 31, 2000

Exercise of stock options

Private placement

Issuance of Warrants
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The accompanying notes are an integral part of these financial statements.

o Retained
Common Stock Capltal In Treasury Stock Acliﬁrn?:,?;zd
Shares _Amount Excess of Shares  Amount Deficit Totals
Par Value E—
6,315,256 $ 64,000 $9,480,000  (114,500) $(223,000) $ (492,000) $8,829,000
1,750 — 2,000 — — — 2,000
615,383 5,000 495,000 — — — 500,000
— — 59,000 — — - 59,000
— — — — — (7,201,000} (7,101,000)
6,932,389 69,000 10,036,000  (114,500) (223,000) (7,593,000) 2,289,000
897,067 4,000 488,000 — — — 492,000
— — — — — (713,000) (713,000)
7,829,456 $73,000 $10,524,000 (114,500) $(223,000) _ $(8,306,0000 $ 2,068,000



AML COMMUNICATIONS, INC.

STATEMENTSOF CASH FLOWS
FOR THE YEARS ENDED MARCH 31, 2001 AND 2002

Year Ended

March 31, March 31,
2001 2002

Cash Hows from Operating Activities:
Net loss $(7,101,000) $(713,000)
Adjustments to reconcile net loss to net cash
used in operating activities:
Depreciation and amortization...........c..ccceeveeenen. 940,000 784,000
Loss (gain) on sale of fixed assats.........cocoeveeennenn. — (101,000)
Changesin assets and liabilities:
Decrease (increase) in:

Accountsreceivable...........cccoceeiiiennne 394,000 (704,000)
INVENEOIIES. ..ot 1,203,000 36,000
Other current assetsS.........cocvveveeeeeeenne 166,000 108,000
Other aSSatS.......coviiiiiiiere e 184,000 81,000
Increase (decrease) in:
Accounts payable..........cccooeeiieniennn. 594,000 (419,000)
Accrued exXpenseS ......oooveereeeriee e (109,000) (217,000)
Income taxes payable............ccccceeueenee 190,000 —
Net cash used in operating activities...... (3,919,000) (1,145,000)
Cash Hows from Investing Activities:
Purchases of property and equipment .............ccceecveenee. (382,000) (170,000)
Proceeds from the sale of property and equipment........ — 116,000
Net cash used in investing activities....... (382,000) (54,000)
Cash Hows from Financing Activities:
Proceeds from exercise of stock options...........c.ccee..e. 2,000 —
Proceeds from private stock placement.............ccoce..e. 500,000 492,000
Proceeds from line of credit.........cccooeeieeieeie e 143,000 192,000
Proceeds from note payable ..., — 50,000
Principal payments capital lease obligations................. (143,000) (235,000)
Net cash provided by
financing activities...........ccocceevcveenee. 502,000 499,000
Net decrease in Cash and Cash Equivalents............cccceveeene (3,799,000) (700,000)
Cash and Cash Equivalents, beginning of year ..................... 4,659,000 860,000
Cash and Cash Equivalents, end of year...........ccccceveeerieens $ 860,000 $ 160,000

Supplemental disclosures of cash flow information:
Cash paid during the period for:

1010 (== TR $ 82000 $ 123,000

[NCOME LAXES......vieeeeeeeee e ee s e e e $ 190,000 $ -
Non-cash transactions:

Debt incurred to purchase equipment $ 558,000 $ 190,000

The accompanying notes are an integral part of these financial statements.
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AML COMMUNICATIONS, INC.
NOTESTO FINANCIAL STATEMENTS
March 31, 2002
1. Lineof Business

AML Communications, Inc. designs and manufactures RF and microwave, power and low noise
amplifiers for a variety of frequency ranges and transmission protocols serving the Defense Microwave and
Wireless Communications Markets.

2. Summary of Significant Accounting Palicies
Basis of Presentation

The accompanying financial statements have been prepared in conformity with generally accepted
accounting principles, which contemplate continuation of the Company as a going concern. However, during the
year ended March 31, 2002, the Company incurred a net loss of $ 713,000 and it had negative cash flows from
operations of approximately $1.1 million. These factors, among others raise substantial doubt about the
Company’s ability to continue as a going concern.

Recovery of the Company's assets is dependent upon future events, the outcome of which is
indeterminable.  Successful completion of the Company's development program and its transition to the
attainment of profitable operations is dependent upon the Company achieving aleve of sales adequate to support
the Company’s cost structure.  In addition, realization of a magjor portion of the assets in the accompanying
balance sheet is dependent upon the Company’s ability to meet its financing requirements and the success of its
plans to sell products. The financial statements do not include any adjustments relating to the recoverability and
classification of recorded asset amounts or amounts and classification of liabilities that might be necessary
should the Company be unable to continue in existence.

The Company intends to |ocate additional investors for
raising additional sources of financing in addition to the approximately $1.0 million raised from March 2001
through January 2002 in private placement offerings. Other sources may include, but are not limited to, an equity
investment in the Company by a third party. There are, however, no assurances that the Company will be able to
successfully obtain financing at terms acceptabl e to the Company.

Concentration of Cash

The Company considers all liquid investments with an original maturity of three months or less to be
cash equivalents. As of March 31, 2002, the Company had cash and cash equivalent balances totaling $51,000 in
financial institutions which were in excess of federally insured amounts.

Credit Risk

The Company performs ongoing credit evaluations of its customers’ financial conditions and generally
does not require collateral on accounts receivable, hence the accounts receivable are unsecured and the Company
is at risk to the extent such amounts become uncollectable.

During fiscal 2001, the Company had sales to two customers that represented 22.4% and 12.0% of net
sales, respectively. During fiscal 2002, the Company had sales to three customers which represented 24.2%,
21.4% and 12.6% of net sales, respectively. As of March 31, 2002, these three customers comprised 73.1% ,
8.3% and 0.0% of accounts receivable, respectively.

The Company’s customers are comprised primarily of cellular service providers, original equipment
manufacturers (“OEMS’), and defense sub contractors. Customers are located primarily throughout the United
States. However, the Company also had sales to customers in South America, Western Europe, Canada, Isradl,
and Russia. During the fiscal years ended March 31, 2001 and March 31, 2002, international sales were
$199,000, or 3.9% of net sales and $103,000, or 1.8% of net sales, respectively.
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Industry Risk

The wireless communications equipment industry is highly competitive and is characterized by rapid
technol ogy change, new product devel opment, product obsol escence, evolving industry standards and substantial
price erosion over the life of a product. The Company continues to be subject to such risk.

Revenue Recognition
The Company recognizes revenue from product sales at the time of shipment.

In December 1999, the Securities and Exchange Commission staff released Staff Accounting Bulletin
(“SAB”) No. 101, “Revenue Recognition in Financial Statements’ to provide guidance on the recognition,
presentation, and disclosure of revenue in financial statements. Changes in accounting to apply the guidance in
SAB No. 101 may be accounted for as a change in accounting principle effective April 1, 2000. SAB No. 101
has not had amaterial effect on the Company's revenue recognition and results of operations.
Inventories

Inventories include costs of materials, labor and manufacturing overhead and are stated at the lower of
cost (first-in, first-out) or market, and consist of the following:

March 31, 2002

Raw materials.......... $ 896,000
Work in process........ 104,000
Finished goods......... 102,000

$1,102,000

The reserve for inventory at March 31, 2002 was $518,000.
Depreciation and Amortization

Property and equipment are being depreciated and amortized on the straight-line basis over the
following estimated useful lives:

Machinery and equipment ..........ccccceeveevevrennene 3to5 years
Furniture and fiXtUres ........ccccevveeveviecierieeenenn 5 years
Leasehold improvements............ccoceevveceeenennens Life of lease

Depreciation expense for the years ended March 31, 2001 and March 31, 2002 were $940,000 and
$784,000, respectively.

The Company capitalizes expenditures that materially increase asset lives and charges ordinary repairs
and maintenance to operations as incurred. When assets are sold or otherwise disposed of, the cost and related
depreciation or amortization is removed from the accounts and any resulting gain or loss is included in other
income (expense) in the accompanying statements of operations.

Property and equipment consist of the following:

March 31, 2002

Machinery and equipment .............cccceeenneee, $ 3,908,000
Furniture and fixtures ..........c.ccceveerceneenn. 131,000
Leasehold improvements............ccccevvevvennene. 660,000

$ 4,699,000

Warranty and Customer Support

The Company typically warrants its products against defects in materials and workmanship for a period
of one year from the date of shipment. A provision for estimated future warranty and customer support is
recorded when products are shipped. To date, warranty and customer support costs have not been material.
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Earnings (Loss) Per Share

Earnings per share calculations are in accordance with Statement of Financial Accounting Standards
(SFAS) No. 128, “Earnings per Share’. Accordingly, “basic’ earnings per share are computed by dividing net
income or loss by the weighted average number of shares outstanding for the year. “Diluted” earnings per share
is computed by dividing net income or loss by the total of the weighted average number of shares outstanding
plus, if applicable, the dilutive effect of outstanding stock options (applying the treasury stock method).

Due to the loss in fiscal 2001 and fiscal 2002, the effect of outstanding options was not included as the effect
would be anti-dilutive.

Use of Estimate in Preparation of Financial Satements

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Product Lines

The Company operates as one reportable business segment. The Company designs and manufactures
RF and microwave, power and low noise amplifiers for a variety of frequency ranges and transmission protocols
serving the Defense Microwave and Wireless Communications Markets. The revenues earned by each product
line are as follows:

(Ddllarsin thousands) Year Ended March 31,
Revenues 2001 2002
Celular and Other .......cccciiiieee s $1,148 22.7% $ 629 10.7%
PCS and two-way MESSAGING.......coveereeeereeeeeeeereeseeeeseessesaeseenes 2,628 518 2,404 40.9
Defense microwave and Other ..........ccvcveveeceeecciccceeee 1295 _ 255 2842 484
Total NEL SAIES......cciieeee e 5,071 100.0 5,875 100.0

Research and Development Costs
Research and development costs are charged to expense as incurred.
Fair Value of Financial Instruments

The Company measures its financial assets and liabilities in accordance with generally accepted
accounting principles. For certain of the Company’s financia instruments, including cash and cash equivalents,
accounts receivable, notes payable - related parties, accounts payable, and accrued expenses, the carrying
amounts approximate fair value due to their short maturities. The amount shown for short-term loans also
approximates fair value because current interest rates offered to the Company for short-term loans of similar
maturities are substantially the same or the difference isimmaterial.

Advertising Costs

The Company expenses advertising costs as incurred. Advertising costs for the years ended March 31,
2001 and 2002 were $87,000 and $8,000, respectively.

Recently Issued Accounting Pronouncements

In July 2001, the FASB issued SFAS No. 141, “Business Combinations.” This statement addresses
financial accounting and reporting for business combinations and supersedes Accounting Principles Bulletin
(“APB”) Opinion No. 16, “Business Combinations,” and SFAS No. 38, “Accounting for Pre-Acquisition
Contingencies of Purchased Enterprises.” All business combinations in the scope of this statement are to be
accounted for using one method, the purchase method. The provisions of this statement apply to all business
combinations initiated after June 30, 2001. Use of the pooling-of-interests method for those business
combinations is prohibited. This statement also applies to all business combinations accounted for using the
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purchase method for which the date of acquisition is July 1, 2001 or later. This statement is not applicable to the
Company.

In July 2001, the FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets.” This statement
addresses financial accounting and reporting for acquired goodwill and other intangible assets and supersedes
APB Opinion No. 17, “Intangible Assets.” It addresses how intangible assets that are acquired individually or
with a group of other assets (but not those acquired in a business combination) should be accounted for in
financial statements upon their acquisition. This statement also addresses how goodwill and other intangible
assets should be accounted for after they have been initially recognized in the financial statements. It is effective
for fiscal years beginning after December 15, 2001. Early application is permitted for entities with fiscal years
beginning after March 15, 2001, provided that the first interim financial statements have not been issued
previously. This statement is not applicable to the Company.

In June 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations.” This
statement applies to legal obligations associated with the retirement of long-lived assets that result from the
acquisition, construction, development, and/or the normal operation of long-lived assets, except for certain
obligations of lessees. This statement is not applicable to the Company.

In October 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposal of
Long-Lived Assets." SFAS No. 144 replaces SFAS No. 121, "Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed Of." The primary objectives of SFAS No. 144 were to develop
one accounting model, based on the framework established in SFAS No. 121, for long-lived assets to be disposed
of by sale and to address other significant implementation issues. While SFAS No. 144 supersedes SFAS No.
121, it retains many of the fundamental provisions of SFAS No. 121. SFAS No. 144 is effective for financial
statements issued for fiscal years beginning after December 15, 2001. This statement is not expected to have a
material impact on the Company.

In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44 and 64,
Amendment of FASB Statement No. 13, and Technical Corrections’. SFAS No. 145 updates, clarifies, and
simplifies existing accounting pronouncements. This statement rescinds SFAS No. 4, which required al gains
and losses from extinguishments of debt to be aggregated and if material, classified as an extraordinary item, net
of related income tax effect. As a result, the criteriain APB No. 30 will now be used to classify those gains and
losses. SFAS No. 64 amended SFAS No. 4 and is no longer necessary as SFAS No. 4 has been rescinded. SFAS
No. 44 has been rescinded as it is no longer necessary. SFAS No. 145 amends SFAS No. 13 to require that
certain lease modifications that have economic effects similar to sale-leaseback transactions be accounted for in
the same manner as salelease transactions. This statement also makes technical corrections to existing
pronouncements. While those corrections are not substantive in nature, in some instances, they may change
accounting practice. This statement is not applicable to the Company.

3. Debt and L ease Commitments
Bank Line of Credit

In November 2001, the Company renewed its line of credit with Silicon Valley Bank for $1,000,000.
This revolving line of credit bears interest at the bank's reference rate (prime rate) plus 1.00 percent (5.75% at
March 31, 2002). This line of credit is secured by substantialy all of the Company's assets and expires on
November 20, 2002. As of March 31, 2002, there was $336,000 in outstanding borrowings under the line of
credit. Borrowings under the line of credit are subject to a borrowing base of accounts receivable and there are
no financial covenants.

Capital and Operating Lease Obligations

The Company leases its office space, manufacturing facility and certain equipment under long-term
operating leases expiring at various dates through April 2003. Total rent expense under these operating leases
was approximately $159,000 and $164,000 during the years ended March 31, 2001 and 2002, respectively.
Included in property and equipment is approximately $1.0 million of equipment, which is leased under non-
cancelable leases, accounted for as capital leases which expire through January, 2006. The effective interest rate
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for these leases range from 8.6% to 15.0%. The accumulated depreciation under capital leases amounted to
$419,000 as of March 31, 2002.

Total minimum lease payments under the above leases are as follows:

Capital Operating
Leases Leases Total
Y ear ending March 31,

2003 ...ttt $ 273,000 $ 177,000 $ 450,000
2004 ...t 199,000 15,000 214,000
2005 114,000 — 114,000
2006 ... et 59,000 — 59,000
THEMEAFEN ... — — —

645,000 $192,000 $ 837,000
Less—Amount representing interest...........ccocevvenee. (92,000)
Present value of minimum lease payments............... 553,000
Less—Current portion ........cccceeeeeeeeveeeeeeiesesiesennenns (223,000)
$ 330,000
4. Income Taxes

The Company accounts for income taxes under the provisions of Statement of Financial Accounting
Standards No. 109 (“SFAS 109"). Under SFAS 109, deferred income tax assets or liabilities are computed based
on the temporary difference between the financial statement and income tax bases of assets and liabilities using
the currently enacted marginal income tax rate. Deferred income tax expenses or credits are based on the
changes in the deferred income tax assets or liabilities from period to period.

The Company recorded a provision for income taxes for the year ended March 31, 2001 due to the
increase in valuation allowance.Differences between the benefit from income taxes and income taxes at the
statutory federal income tax rate for years ended March 31, 2001 and 2002 are as follows:

March 31, March 31,
2001 2002
Amount Per cent Amount Per cent

Incometax at statutory federa rate............ $ (2,316,000) (34.0%) $(242,000) (34.0%)
State income taxes, net of federal — —
INCOMETAX .....veiirie ittt - -
Effect of permanent differences................. 4,000 0.5 2,000 0.2
Change in valuation allowance 3,018,000 54.5 240,000 33.8
(@1 0= R (418,000) (18.0) 0 0.0

$ 288,000 2.9% $ 0 0.0%

Under SFAS 109, deferred tax assets may be recognized for temporary differences that will result in
deductible amounts in future periods and for loss carry forwards. A valuation allowance is recognized if, based
on the weight of available evidence, it is more likely than not that some portion or all of the deferred tax asset
will not be realized.

A detail of the Company's deferred tax asset as of March 31, 2002 follows:

[NVENLOTY FESEIVES.......vvveeveeeeeaceeaereaeaeaeaese e $ 206,000
Allowance for doubtful accounts............ccccceerueuenee 22,000
Accrued Vacation .........c.coeeeeerieerieienieiesie e 26,000
Accrued warranty and customer support ................ 12,000
OtNEN ... 27,000
General tax credit carryforwards..........ccocevevveienen. 673,000
Net operating loss carryforwards...........cccoevevveenen. 4,258,000



DEPreCiation......ccveveeeeeieieieeeeeee e (44,000)
5,180,000

Valuation alowance.........ccccvevevenevesesesesieseenns (5,180,000)
$ 0

As of March 31, 2002, the Company had federal net operating loss carryforwards of approximately $10
million, expiring at various dates though 2022.

5. Commitments and Contingencies

On July 17, 2001, we received notification of a Nasdaq Staff Determination indicating that we had
failed to comply with the minimum market value of public float requirement for continued listing as required by
Marketplace Rule 4450(a)(2), and that our securities were therefore subject to ddisting from The Nasdaq
National Market. At that time, the Nasdaq Listing Qualifications Staff also requested that we address two other
Nasdaq Marketplace Rules that we were not in compliance with, specifically, the minimum net tangible assets
and minimum bid price of $1.00 requirements of Nasdaq Marketplace Rules 4450(a)(3) and 4450 (a)(5),
respectively. As permitted by Nasdaqg rules, we requested a hearing before the Nasdaq Listings Qualifications
Panel to review the Staff's determination and a date for the hearing was set for Friday, August 31, 2001. At the
hearing, we requested that our common stock be transferred to the NASDAQ SmallCap Market. On October 4,
2001, the Nasdaqg Listing Qualifications Pand granted our request for transfer to the NASDAQ SmallCap
Market, conditioned upon the filing of our Form 10-Q for the period ended September 30, 2001 evidencing either
net tangible assets of $2 million or shareholders equity of $2.5 million, which we complied with on November 8,
2001. As calculated in the financial statements of our Form 10-QSB for the period ended September 30, 2001,
our net tangible assets were $2,270,000. Our common stock began trading on the Nasdagq SmallCap Market
effective October 8, 2001.

On November 27, 2001, the Nasdag Listing Qualifications Panel further conditioned the continued
listing of our common stock on the Nasdag SmallCap Market upon the filing of our Form 10-Q for the period
ended December 31, 2001 evidencing either net tangible assets of $2 million or shareholders equity of $2.5
million and upon our compliance with all the requirements for continued listing on the Nasdaq SmallCap Market,
including maintaining a minimum bid price of $1.00. As calculated from the financial statements in our 10-QSB
filed for the period ended December 31, 2001, our net tangible assets as of December 31, 2001 were $2,181,000.
On January 2, 2002, The Nasdaqg Stock Market reinstated the requirements for the minimum bid price of $1.00
and modified the rules for the grace period afforded members of the SmallCap Market from 90 days to 180 days.
The reinstated and revised Nasdag Marketplace Rules essentially allows us 30 consecutive trading days from
January 2, 2002 with which to comply to the minimum $1.00 bid price. |f we were unable to attain and maintain
the minimum $1.00 bid price, we would then be afforded a 180 calendar day grace period in which to regain
compliance.

On February 14, 2002, the Nasdaq Listing Qualification Pand notified the Company that it had failed to
comply with the $1.00 minimum bid price requirement and that, if we could not show compliance with this
requirement by August 13, 2002, our shares would be delisted from the Nasdag Small Cap Market. Further, the
Listing Qualifications Pand notified the Company that it would not be provided a second oral hearing on the bid
issue and that the Company must be compliant on or before August 13, 2002. In order to regain compliance, our
common stock would have to close over $1.00 for any ten consecutive trading days prior to August 13, 2002.
The trading price of our common stock has not met the $1.00 minimum bid price requirement at any point in the
last 60 days. We do not currently plan to undertake a reverse stock split or other recapitalization, and
consequently, unless our share price improves in the near term, there is a significant risk that we will not regain
compliance with the minimum bid price requirements prior to the August 13th deadline. Consequently, our
common stock would be ddlisted from the Nasdagq Small Cap Market at the close of business on or about August
13, 2002 and would only trade on the over the counter market (commonly known as the bulletin board).
Delisting from the Nasdag Small Cap Market would likely have a substantial adverse effect on the liquidity of
our common stock, which in turnislikely to have an adverse effect on the trading price of such stock.

6. Stockholders’ Equity

Sock Option Plan
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The Company's Stock Incentive Plan provides for the granting of non-qualified and incentive stock
options to purchase up to 2,096,586 shares of common stock for periods not to exceed 10 years. Options
typically vest 25% after one year from the date of grant with remaining options vesting at a rate of 25% per year
thereafter. Options may be granted to employees, officers, directors and consultants. Activity under this plan is

as follows:
Weighted
Number of Average
Shares Exercise Price

Outstanding at March 31, 2000...........ccccuevirieierreieeereee e 608,552 $ 3.07
(€= 101(< o [T 377,000 1.98
[ (o1 = [T (1,750) 2.22
Cancded (392,645) 2.62
Outstanding at March 31, 2001.........cccoovueiiieieneieeeeeceee e 591,157 2.75
(€= 101(< o [F TR 1,372,250 0.75
[ S (W 1= = o I — —
Cancded (365,282) 1.87
Outstanding at March 31, 2002...........cccoueevieeneieeeeeeseee e 1,598,125 $1.36

The weighted average fair value for options granted during each year was $1.54 and $0.75 for fiscal

2001 and fiscal 2002, respectively.

The number of common stock options available for grant as of each year were 630,924 for fiscal 2001

and 123,956 for fiscal 2002.

Options outstanding at March 31, 2002 and related weighted average price and life information is as

follows:
Weighted Total
Total Average Weighted Weighted
Range of Exercise Options Remaining Life Average Options Average
Prices Outstanding (Years) ExercisePrice Exercisable ExercisePrice
$0.65-$1.94 1,455,125 131 $ 094 752,719 $ 0.98
$1.95-$281 20,000 7.89 $ 216 13,750 $ 212
$2.82-$3.88 52,250 8.59 $ 324 21,063 $ 332
$3.89 - $6.67 53,250 6.58 $ 5.88 49,750 $ 6.00
$6.68 - $15.75 17,500 5.20 $14.65 17,500 $14.65
$0.65 - $15.75 1,598,125 1.85 $ 135 854,781 $ 1.63

The Company has adopted only the disclosure provisions of SFAS No. 123, "Accounting for Stock-
Based Compensation.” It applies APB Opinion No. 25, "Accounting for Stock Issued to Employees," and related
interpretations in accounting for its plans and does not recognize compensation expense for its stock-based
compensation plans other than for restricted stock and options issued to outside third parties. If the Company
had elected to recognize compensation expense based upon the fair value at the grant date for awards under its
plan consistent with the methodol ogy prescribed by SFAS No. 123, the Company's net loss and |oss per share
would be reduced to the pro forma amounts indicated below for the years ended March 31, 2002 and 2001

2002 2001
Net loss
ASTeported.......ococeeeeeceeeae. $ (713,000) $(7,101,000)
Pro forma.......cccccceeeeeeeueeeverenenne, $(1,146,000)  $(7,385,000)

Basic |oss per common share
ASTEROrted.......cceceeeeeeeeceee. $ 009 $ (1.02)
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Pro forma.......ccccceeeeeeeeveeceeeeeenee. $ (015 % (1.07)

For purposes of computing the pro forma disclosures required by SFAS No. 123, the fair value of each
option granted to employees and directors is estimated using the Black-Scholes option-pricing model with the
following weighted-average assumptions for the years ended March 31, 2002 and 2001: dividend yields of 0%
and 0%, respectively; expected volatility of 73% and 100%, respectively; risk-free interest rates of 4.4% and
6.2%, respectively; and expected lives of 2.89 and five years, respectively. The weighted-average fair value of
options granted during the year ended March 31, 2002 for which the exercise price equal s the market price on the
grant date was $0.42, and the wei ghted-average exercise price was $0.88.

The Black-Scholes option valuation model was devel oped for use in estimating the fair value of traded
options which have no vesting restrictions and are fully transferable. In addition, option valuation models require
the input of highly subjective assumptions including the expected stock price volatility. Because the Company's
employee stock options have characteristics significantly different from those of traded options, and because
changes in the subjective input assumptions can materially affect the fair value estimate, in management's
opinion, the existing models do not necessarily provide a reliable single measure of the fair value of its employee
stock options.

Warrants

In connection with the renewal of the Company’s Line of Credit facility through Silicon Valley Bank in
November 2000, the Company sold Silicon Valley Bank warrants to purchase an aggregate of 27,429 shares of
the Company’s common stock at $2.1875 per common share and have recorded a charge of $59,000 as shown on
the statements of stockholders equity in the financial statements. This warrant expires in November 2007. As of
March 31, 2002, none of the shares related to this warrant have been exercised.

In connection with the March 2001 private placement of $500,000 by a group of investors led by Jacob
Inbar, we issued warrants to the non-employee investors to purchase a total of 40,000 shares of our common
stock at a price of $1.125. We did not record a charge in connection to these warrants as the charge is considered
to be immaterial to the financial statements. These warrants expire in March, 2006. As of March 31, 2002, none
of the shares related to this warrant have been exercised.

In connection with the September 2001 private placement of $100,000 by a group of investors led by
Jacob Inbar, we issued warrants to the non-employee investors to purchase a total of 8,000 shares of our common
stock at a price of $0.65. We did not record a charge in connection to these warrants as the charge is considered
to be immaterial to the financial statements. These warrants expire in September, 2006. As of March 31, 2002,
none of the shares related to this warrant have been exercised.

In connection with an agreement for investor relations services to be performed during fiscal 2002, we
issued warrants to CastleRook Financial Partners, LLC to purchase a total of 75,000 shares of the Company’'s
common stock at a price of $0.72. We did not record a charge in connection to these warrants as the charge is
considered to be immaterial to the financial statements. These warrants expire in August, 2003. As of March 31,
2002, none of the shares related to this warrant have been exercised.

Sock Repurchase Program

In August 1998, the Company announced that its board of directors authorized a stock repurchase
program of up to 400,000 shares of the Company’s outstanding common stock. Shares repurchased pursuant to
the repurchase program were bought from time to time in the open market and are held for issuance in
connection with the future exercise of employee stock options. The Company repurchased 114,500 shares at an
aggregate cost of $224,000 in fiscal year 1999. For the year ended March 31, 2002, the Company did not
repurchase any shares in open market transactions.

7. Employee Benefit Plan

The Company has a defined contribution 401(k) employee retirement plan (the “Plan”). Under the
terms of the Plan, eligible employees, as defined, may contribute from 1% to 16% of their pre-tax earnings to the
Plan. At its discretion, the Company may match the employees' contribution up to 6%. The Company made no
discretionary matching contribution for the years ended March 31, 2001 and 2002. Additionally, no contributions
were made for the years ended March 31, 2001 and 2002.
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8. Significant Fourth Quarter Adjustments

During the fourth quarter of fiscal 2002, we recorded an adjustment of $102,000 to reduce an accrued
liability related to a calculation for the payment of employee performance bonuses. The primary condition for the
payment of any bonus structure was the profitability of the Company. Aswe were not profitable during the years
related to the bonus accrual, no bonus was paid, nor is any bonus contractually owed to any current or former
AML employee.

9. L egal Proceedings

The Company may be subject, from time to time, to various legal proceedings relating to
claims arising out of its operations in the ordinary course of its business. The Company currently is not party to
any legal proceedings, the adverse outcome of which, individually or in the aggregate, management believes
would have a material adverse effect on the business, financial condition or results of operations of the Company.

9. 10. Related Party Transactions

In December 2001, we entered into a promissory note with a principal value of $50,000 with Mr.
Tiberiu Mazilu, PhD, an officer and director of the Company. The terms of the note call for quarterly interest
payments to Dr. Mazilu commencing on September 30, 2002, with the interest payment calculated quarterly
based on the prime interest rate plus 1.25%. The principal amount of the note is due on January 2, 2005 but
would become due and payable by the Company immediately upon the consolidation or merger of the Company
with another entity, the death of Dr. Mazilu, or the Company’s termination of Dr. Mazilu's employment with the
Company.

PART I11
ITEM 9. DIRECTORSAND EXECUTIVE OFFICERS
Director s and Executive Officers

The Board of Directors consists of seven directors divided into three classes serving staggered three-
year terms. The following table sets forth certain information with respect to the executive officers and directors
of the Company:

Name Age Position Term Expires
Jacob [nbar 53 Chairman of the Board, President and Chief 2004

Executive Officer
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Tiberiu Mazilu 56 Vice President, Engineering and Director 2002

Edwin J. McAvoy 58 Secretary, Vice President, Sales 2003
and Director

David A. Derby 61 Director 2003

Richard W. Flatow 61 Director 2002

Gerdd Starek 61 Director 2004

All officers are appointed by and serve at the discretion of the Board of Directors. There are no family
relationships among any directors or officers of the Company.

Jacab Inbar is a co-founder of the Company, has been a Director since its inception and has been the
Company’'s Chairman of the Board of Directors since December 1995. Mr. Inbar has held the positions of
President and Chief Executive Officer since February 2001 and previously held these positions from the
Company’s inception until February 1999. Mr. Inbar holds a B.S. in Electrical Engineering from Ben Gurion
University, Israd and an M.B.A. from California Lutheran University.

Tiberiu Mazilu, Ph.D. is a co-founder of the Company and has served as its Vice President of
Engineering since February 2001 and as a Director since March 2001. Dr. Mazilu previously served as the
Company’'s Technical Fellow from March 2000 until February 2001, as Vice President, Engineering from
February 1999 to March 2000, as Vice President, Custom Products and Director from January 1987 to February
1999. Dr. Mazilu served as the Company's Chairman of the Board from January 1987 until September 1995. Dr.
Mazilu holds a Ph.D. in Electrical Engineering, with a specialty in eectromagnetics, from the University of
Cdlifornia, Los Angeles.

Edwin J. McAvoy is a co-founder of the Company and has served as its Vice President, Sales and
Marketing and as a Director since March 2001. Mr. McAvoy previously served as the Company’s Vice
President, Sales and Marketing and as a Director from November 1986 until February, 1999 and then as Director
of Custom Programs from March 1999 to September 2000. Mr. McAvoy holds a B.S. degree in Applied
Engineering from Technical College, Grimsby, England.

David A. Derby has been a Director of the Company since December 1995, and has been a
management consultant since September 2001. Mr. Derby has served as a Director of SY S since 2001 and serves
on the board of The Fellowship Center and the Corporate Directors Forum, two non-profit organizations in San
Diego County. From May 1982 to September 2001, Mr. Derby was President, Chief Executive Officer and a
Director of Datron Systems Incorporated (NASDAQ: DTSl), a manufacturer of radio and satellite
communication systems and products. From April 1998 to September 2001, Mr. Derby was also the Chairman
of the Board of Datron Systems Incorporated.

Richard W. Flatow has been a Director of the Company since December 1995 and has been the
President of RWF Enterprises, a management consulting firm, since 1994. From 1993 to 1994, Mr. Flatow was
President and Chief Executive Officer of Futurekids, Inc., a franchiser of computer training for children.
Previously, Mr. Flatow was a Managing Partner and Senior Consultant for Hankin & Co., a middle-market
management consulting firm.

Gerald M. Starek has been a Director of the Company since March 1999, and has served as a Director
of Advanced Energy Industries, Inc. since 1998 (NASDAQ: AEIS). From 1993 to 1995, Mr. Starek served on
the Board of Directors of Systems Chemistry, Inc., a privately held company that was purchased in 1995 by
SubMicron Systems, Inc. Previously, Mr. Starek served as President, Chief Executive Officer and Chairman of
the Silicon Valley Group, a supplier of automated wafer processing equipment for the semiconductor industry
that he founded in 1977.

Section 16(a) Beneficial Owner ship Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended (the "Act"), requires directors,
certain officers of the Company and persons holding more than 10% of the Company's Common Stock to
file reports concerning their ownership of common stock by dates established under the Act and also
requires that the Company disclose in this annual report on Form 10-KSB any non-compliance with those
requirements during the fiscal year ended March 31, 2002. Based solely upon areview of reports delivered
to the Company for fiscal 2002, all Section 16(a) filing requirements were satisfied.
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ITEM 10. EXECUTIVE COMPENSATION

Information required by this item is incorporated by reference to the information under the
captions “Executive Compensation” and “Election of Directors’ in the Company's definitive proxy
statement for the 2002 Annual Meeting of Stockholdersto be held on September 11, 2002.

ITEM 11. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERSAND
MANAGEMENT

Information required by thisitem isincorporated by reference to the information under the caption
“Principal Stockholders’ in the Company’s definitive proxy statement for the 2002 Annual Meeting of the
Stockholders to be held on September 11, 2002.

ITEM 12. CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONS

In March, 2001, we closed a private placement in the form of an equity investment worth
$500,000 to a group of investors led by Mr. Jacob Inbar, the Company's President and Chief Executive
Officer. Under the terms of the agreement, the common stock will be priced at $0.812 per share, which
represents a discount of twenty-five percent of the average closing share price for the previous three days.
In consideration for receiving unregistered shares of common stock, the non-management members of the
investor group will receive warrants for 40,000 shares priced at $1.125, the closing price on March 13,
2001. The Company has not recorded a charge in connection to these warrants as the charge is considered
to beimmaterial to the financial satements. These warrants expire in March, 2006.

In September, 2001, the Company closed a private placement in the form of an equity investment
worth $100,000 to a group of investors led by Mr. Jacob Inbar. Under the terms of the agreement, the
common stock was priced at $0.505 per share, which represents a discount of twenty-five percent of the
average closing share price for the previous three days prior to the closing of the private placement. In
consideration for receiving unregistered shares of common stock, the non-management members of the
investor group received warrants to purchase 8,000 shares of our common stock at an exercise price of
$0.65 per share, which represents the closing price of our common stock on September 25, 2001. The
Company has not recorded a charge in connection to these warrants as the charge is considered to be
immaterial to the financial statements. These warrants expire in September 2006.

In December, 2001, the Company closed a private placement in the form of an equity investment
worth $160,000 to a group of investors led by Mr. Jacob Inbar. Under the terms of the agreement, the
common stock was priced at $0.56 per share, which represents a discount of twenty-five percent of the
average closing share price for the previous three days prior to the closing of the private placement.

ITEM 13. EXHIBITS, LIST AND REPORTSON FORM 8K

€) The following are atached as Exhibits to this Form 10-K SB:

31 Certificate of Incorporation(1)

3.2 Bylaws(1)

10.1 AML Communications, Inc. Stock Incentive Plan(1)

10.2 Form of Incentive Stock Option Agreement(1)

10.3 Form of Non-employee Director Incentive Stock Option Agreement(1)

10.4 Incentive Stock Option Agreement, dated August 1, 1994, between the Company and Jacob Inbar.(7)
105 Stock Option Agreement, dated December 15, 1995, between the Company and David A. Derby.(7)
10.6 Stock Option Agreement, dated August 28, 1996, between the Company and David A. Derby.(7)

10.7 Stock Option Agreement, dated December 15, 1995, between the Company and Richard W. Flatow.(7)
10.8 Stock Option Agreement, dated August 28, 1996, between the Company and Richard W. Flatow.(7)
10.9 Incentive Stock Option Agreement, dated April 28, 1997, between the Company and Kirk A.
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10.10
10.11

10.12
10.13
10.14
10.15
10.16
10.17
10.18
10.19
10.20
10.21
10.22
10.23

10.24
10.25

10.26
10.27
10.28
10.29
10.30

10.31

10.32
10.33

10.34

10.35
10.36
10.37
10.38
10.39

10.40
231
@
@

©)
4)
®)
(6)
@)

Waldron.(7)

Form of Indemnity Agreement(1)

Standard offer, Agreement and Escrow Instructions for Purchase of Real Estate dated January 30, 1996,
between the Company and Parr-Bohn Properties, Ltd. |1, a Caifornia Limited Partnership(2)

Lease, dated March 11, 1996, between the Company and Parr-Bohn Properties, Ltd. II, a California
Limited Partnership(3)

Business Loan Agreement dated August 2, 1996, between the Company and Bank of America National
Trust and Savings Association (4)

Security Agreement dated August 2, 1996, between the Company and Bank of America Nationa Trust
and Savings Associ ation(4)

Amendment No. 1 dated September 2, 1997 to Business Loan Agreement dated August 2, 1996 between
the Company and Bank of America National Trust and Savings Association(5)

Stock Incentive Plan of AML Communications, Inc., as Amended and Restated on June 24, 1998 (6)
Form of amended Non-employee Director Stock Option Agreement. (6)

Amendment No. 2 dated September 1, 1998 to Business Loan Agreement dated August 2, 1996 between
the Company and Bank of America National Trust and Savings Association. (6)

Change in Control Agreement dated August 25, 1998 between the Company and Kirk A. Waldron.(8)
Employment Agreement dated February 23, 1999 between the Company and Jacob Inbar.(8)
Employment Agreement dated February 23, 1999 between the Company and Tiberiu Mazilu (8)
Employment Agreement dated February 23, 1999 between the Company and Edwin J. McAvoy.(8)

Loan and Security Agreement dated October 26, 1999 between the Company and Silicon Valley Bank.
(9

Intellectual Property Security Agreement.(9)

Loan and Security Agreement dated November 10, 2000 between the Company and Silicon Valley Bank.
(10)

Intellectual Property Security Agreement dated November 10, 2000 between the Company and Silicon
Valley Bank. (10)

Warrant to purchase stock dated November 9, 2000 between the Company and Silicon Valley Bank. (10)
Change in Control Agreement dated December 20, 2000 between the Company and Karl R. Brier.(11)
Change in Control Agreement dated December 20, 2000 between the Company and Scott T. Behan. (11)
Change in Control Agreement dated December 20, 2000 between the Company and Kevin W.
Pietramala. (11)

Settlement and Release Agreement dated January 17, 2001 between the Company and Jacob Inbar.(11)

Copy of letter from Arthur Andersen LLP to the Securities & Exchange Commission. (12)

Termination and Change in Control Agreement dated September 12, 2001 between the Company and
Jacob Inbar. (13)

Termination and Change in Control Agreement dated September 12, 2001 between the Company and
Tiberiu Mazilu. (13)

Termination and Change in Control Agreement dated September 12, 2001 between the Company and
Edwin McAvoy. (13)

Change in Control Agreement dated September 12, 2001 between the Company and Gary Rogers. (13)
Change in Control Agreement dated September 12, 2001 between the Company and Si Le. (13)

Change in Control Agreement dated September 12, 2001 between the Company and David Swoish. (13)
Accounts Receivable Purchase Agreement dated November 20, 2001 between AML Communications
Inc. and Silicon Valley Bank. (14)

Promissory Note dated December 30, 2001 between Tiberiu Mazilu and AML Communications Inc.(14)

Consent of Singer Lewak Greenbaum & Goldstein, LLP

Previoudly filed with the Securities and Exchange Commission as an exhibit to the Registration
Statement on Form SB-2 No. 33-99102-L A and incorporated herein by reference.

Previously filed with the Securities and Exchange Commission as an exhibit to Current Report on
Form 8-K of the Company, as filed with the Securities and Exchange Commission on March 13,
1996 and incorporated herein by reference

Previously filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-KSB for fiscal year ended March 31, 1996 and incorporated herein by reference
Previously filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-Q for the quarter ended September 30, 1996 and incorporated herein by reference.
Previoudly filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-QSB for the quarter ended September 30, 1997 and incorporated herein by reference.
Previoudly filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-QSB for the quarter ended September 30, 1998 and incorporated herein by reference.
Previously filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-KSB for the fiscal year ended March 31, 1998 and incorporated herein by reference.
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®)
©)
(10)
(11
(12)
(13)

(14

+

Previously filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-KSB for the fiscal year ended March 31, 1999 and incorporated herein by reference
Previously filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-QSB for the quarter ended December 31, 1999 and incorporated herein by reference.
Previously filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-QSB for the quarter ended September 30, 2000 and incorporated herein by reference.
Previously filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-QSB for the quarter ended December 31, 2000 and incorporated herein by reference.
Previously filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 8K dated May 1, 2001 and incorporated herein by reference.

Previously filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-QSB for the quarter ended September 30, 2001 and incorporated herein by reference.
Previously filed with the Securities and Exchange Commission as an exhibit to the Company’s
Form 10-QSB for the quarter ended December 31, 2001 and incorporated herein by reference.

Management contract or compensatory plan or arrangement required to be filed as an exhibit to
this Form 10-KSB

(b) Reportson Form 8-K

None.

Exhibit 23.1

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

We consent to the use in this Registration Statement of AML Communications Inc. on Form S-3 (No.

333-82774) of our report, dated February 14, 2002, and on Form S-8 (No. 333-51256) dated November
30, 2000, which includes an emphasi s paragraph relating to an uncertainty as to the Company’ s ahility

to continue as a going concern, appearing in the prospectus, which is part of this Registration

Statement, and of our report dated June 7, 2002 relating to the financial statement schedules appearing

elsewherein this Registration Statement.

/9 Singer Lewak Greenbaun & Goldstein, LLP

SINGER LEWAK GREENBAUM & GOLDSTEIN, LLP

Los Angeles, California
June 27, 2002
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SIGNATURES

In accordance with Section 13 or 15(d) of the Exchange Act, the Registrant caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

AML Communications, Inc.

By: /9 Jacob Inbar Dated: _ June 28, 2002
Jacob Inbar
President and Chief Executive Officer

In accordance with the Exchange Act, this report has been signed below by the following persons on behal f
of theregistrant and in the capacities and on the dates indicated.

Signature Title Date
/9 Jacob Inbar President, Chief June 28, 2002
Jacob Inbar Executive Officer and
Chairman of the Board
/9 Tiberiu Mazilu Vice President-Engineering June 28, 2002
Tiberiu Mazilu and Director
/d_Edwin J. McAvoy Secretary, Vice June 28, 2002
Edwin J. McAvoy President-Sales,
and Director
/sl David A. Swoish Director of Finance June 28, 2002
David A. Swoish Chief Accounting Officer
/sl David A. Derby Director June 28, 2002
David A. Derby
/s Richard W. Flatow Director June 28, 2002
Richard W. Flatow
/9 Gerdld M Starek Director June 28, 2002
Gerdd M. Starek
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