











ADJUSTMENT TO US ACCOUNTING PRINCIPLES

The following is a summary of the approximate effects of the differences between US Generally Accepted Accounting

Principles (“US GAAP”) and UK Generally Accepted Accounting Principles (“UK GAAP”).

NET INCOME AND EARNINGS PER ORDINARY SHARE

Netincome before extraordinary item as reported in accordance with UK GAAP

Items increasing/(decreasing) netincome before extraordinary item:

Goodwill amortisation
Deferred income taxes
Capitalisation of interest costs —net of amortisation

Netincome before extraordinary item in accordance with US GAAP

Extraordinary item in accordance with US GAAP
Netincome in accordance with US GAAP

Earnings per ordinary share in accordance with US GAAP

SHAREHOLDERS' EQUITY
Shareholders’ equity as reported in accordance with UK GAAP

ltemsi

equity:

Goodwill charged directly to equity

Cumulative amortisation of goodwill

Cumulative deferred income taxes

Cumulative capitalisation of interest costs — net of amortisation
Cumulative impact of differences on minority interest

' equity in d: with US GAAP
TOTAL ASSETS
Total assets as reported in accordance with UK GAAP
Items increasing/(decreasing) total assets:
Goodwill charged directly to equity
Cumulative amortisation of goodwill

Cumulative capitalisation of interest costs —net of amortisation

Total assets in accordance with US GAAP
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1989
£000

(2248)
(7.839)
1,792

53,781

53,781

1988
£000

25,788

(2,248)
(2,973)
764

21,331

21,331

6.07p 2.67p

180,540

88,145
(5,097)
(27,839)

2867

243,453
291540
88,145
(5,097)
4831

379,425

192,720

88,145
(2,849)
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281,061



ADJUSTMENT TO US ACCOUNTING PRINCIPLES

Summary of differences t A
Principles Generally Accepted in the United
Kingdom and the United States.

The consolidated financial statemems are prepared in

with generally
accepted in the United Kingdom (“UK GAAP”), which
differin certain material respects from those generally
accepted in the United States (“US GAAP”). The
differences that are material to the Group relate tothe
following items and the necessary adjustments are
shown on the facing page.

(a) Goodwill

Under UK GAAP, costs of acquisition in excess of the
fair value of the attributable net assets of acquired
businesses at the date of acquisition may be
capitalised or may be written off against shareholders’
equity, either in the fiscal year of acquisition or in a
subsequentfiscal year. The Group has written off such
goodwill against shareholders’ equity in the fiscal year
of acquisition. Under US GAAP, goodwill must be
capitalised and amortised against income over the
estimated period of benefit, but not in excess of 40
years. For US GAAP purposes the Group would
amortise goodwill over 40 years.

(b) Deferred taxation
Under UK GAAP, deferred taxation is provided at the
rates atwhich the tax is expected to become payable.
No provision is made for amounts which are not
expected to become payable in the foreseeable future.
Under US GAAP, deferred taxation is provided on all
temporary differences under the liability method at
rates atwhich the tax would be payable in the relevant
futura year as prescnbed by Statement of Financial

ds No.96-A forIncome

Taxes.

(c)

As described in Note 7 to the audited financial
statements under UK GAAP, a profit arising on disposal
of a business in the year ended 31 March 1988 was
classified as an extraordinary item. For the purposes of
the UK and US registration statements, this
extraordinary item did not appear in the financial
statements included therein because the financial
statements of the Group were modified to present a
consistent, historical record of the Group's results
based on the Group's structure as it existed on the date
of the offering. In order to presentthe US GAAP results
on a basis consistent with that used in the registration
statement on Form F-1, the extraordinary item has
been excluded from the UK to US GAAP reconciliation.

(d) Capitalisation of interest costs
Under UK GAAP, interest on borrowings used to
finance the construction of an asset is not required to
be included in the cost of the asset. Under US GAAP,
the interest cost on borrowings used to finance the

ion of an asset is capitalised during the
period of construction until the date that the asset is
placed in service. Such interest cost is amortised over
the estimated useful life of the related assets.

(e) Minority interest

Although accounting for minority interest does not
differ between UK GAAP and US GAAP, minority
interest is adjusted to reflect the impact of the US
GAAP adjustments relating to deferred taxation and
capitalisation of interest costs.

(f) Eamings per Share

Eamings per ordinary share is calculated by dividing
netincome of £21,331,000 and £53,781,000 for the years
ended 31 March 1988 and 1989 respectively by
800,000,000 and 886,000,000, the approximate weighted
average number of ordinary shares outstanding for the
years ended 31 March 1988 and 1989 respectively.
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RACAL TELECOM PLC

Racal Telecom is ideally placed to take
advantage of the enormous potential for
mobile communications which will be vital
in the European free market.



RACAL TELECOM PLC

g

The Orbitel facilities have been designed
to meetthe engineering development and
production of equipment for the present
UK analogue and future Pan-European
digital cellular markets.

Racal Telecom, in addition to operating a
UK nationwide radio paging service
through its subsidiary Racal-Vodapage, is
also a member of the Europage
consortium which will provide
communications throughout many
European countries.
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SERVICE PROVIDERS

Air Call Cellular London Car Telephones
RUCREON Astec Communications Marconiphone

Avis Management Services Metro Cellular

The Carphone Group Mobilephone

Carphones of Britain Mobile Telecommunications

C-Com International Nationwide Cellular Telephones

Cellcom National Telephones

Cellwest Nokia Mobira

Connexions Pinnacle Telephone

Digital Mobile Communications Racal-Vodac

ECT Cellular Robert Bosch

Europa Communications Space-Tel Communications

Excell Communications Storno Cellular Services

Intercell UniqueAir

Intercity Mobile Communications Woodend Leasing

Airetel Millicom Cellular UK
ZOI)AFONE Cellular Communications ThfalNovafone Group
VODAPAGE Contactors Communications flpsiislecom e

Quadrant Communications

International Communications Softcel Communications

Martin Dawes Communications Wavetech Network Services

Chubb Alarms Intercity Paging
VODAPAGE ECT Paging Radio Links Communications

Talkland
Infopage Unipage

The above are authorised to connect subscribers to either

Vadaf

or Vodapage or both k



PRINCIPAL ACTIVITIES

Cellular Radio Network Operations

Data Transmission Over Cellular Radio Networks

Digital Cellular Radio Systems

Mobile and Hand-Portable Cellular Telephones

Private Mobile Radio

Radiopaging

Value Added Network Services

The Chief Executive and Chairman on the
day the offer price for Racal Telecom was
announced.

Racal Telecom Plc
The Courtyard

2-4 London Road
Newbury

Berkshire RG13 1JL
Telephone: 0635 33251
Facsimile: 0635 45713



