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YEAR 2001
in brief

Sales rose by 95 percent to SEK |56 million Early 2002
(80 m).
Anoto enters strategic alliance with
Loss before tax was SEK —440 million Microsoft®.
(=169 m).

Anoto enters agreement with Logitech.

Liquid assets, including current investments,
were SEK 368 million (421 m). Anoto launches sales of the ADK develop-

ment tool to partners.
A new share issue in the fourth quarter,
directed primarily at Swedish and inter-
national institutions, provided SEK 450 million
before issue expenses.

It is proposed that the Parent Company
and by that the entire Group change names
from CTechnologies to Anoto Group.

Optional salary relinquishment program

Ericsson’s minority shareholding in the
implemented with good support.

subsidiary Anoto was acquired and paid for
in own shares, thereby making Anoto wholly-
owned.

C-Pen sales more than doubled compared
with the previous year.

The subsidiary WeSpot secured its initial
commercial contracts, and further extended
the shareholding via directed share issues.

Key ratios, Group

(SEK 000 unless otherwise stated) 2001 2000 1999
Net sales 156 204 80014 49 115
Operating profit/loss —596 383 —220993 —40902
Cash flow after investment —52893 390 585 - 13735
Equity/assets ratio, % 83 84 26
Shareholders equity per share, SEK 10.44 9.67 0.47
Average No. of employees 299 107 48

Future financial reports:
QI:April 24. Q2:August 22. Q3: October 30.
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C TECHNOLOGIES AB (PUBL) IS

a Swedish hi-tech company with unique solutions for transmission

of handwritten text from paper to digital media, scanning of printed

text and intelligent camera surveillance. The basic philosophy is to

tailor products and services to suit natural human behaviour. All

products are based on digital camera technology and image process-

ing in real time.The C Technologies Group today has three brand

names: Anoto® — a comprehensive solution entailing paper, pen and

server technologies, allowing us for the first time to connect all

types of writing paper with the unlimited possibilities of the digital

world, C-Pen® — a scanning pen that can store, interpret and transfer

printed text,and WeSpot™ — a hardware and software platform

for intelligent camera surveillance. The C Technologies Group has

around 300 employees, offices in Lund (head office), Stockholm,

Boston, Tokyo and Hong Kong. Major shareholders are founder

Christer Fahraeus, Capital Group and Ericsson.The C Technologies

share is traded on the O-list, Attract 40 of Stockholmsbdrsen

(Stockholm Stock Exchange). For more information:

www.ctechnologies.se

ANNUAL GENERAL MEETING

The AGM will be held in the Auditor-
ium of Sparta, Tunavagen 39, Lund on
Wednesday, April 24,2002 at 17:00
p-m. Shareholders wishing to attend
the meeting should notify the com-
pany in one of the following ways:

By phone + 46 (0)46-540 10 00,

fax + 46 (0)46-540 |1 90,

e-mail jp@cpen.com or post to

C Technologies AB, Scheelevigen 19C,
223 70 Lund.

Notification should reach the company
no later than 12:00 noon on April 19,
2002.To participate shareholders must
also be registered in the share register
kept by VPC AB, the Swedish Securities
Register Center, no later than April 12,
2002. Shareholders who have their
shares registered with a nominee must
temporarily register these shares with
VPC under their own name no later
than April 12,2002.

At the time of noti-
fication, please state
name, social security
number or corporate
identification number, address, tele-
phone number and registered number
of shares. In case of participation by
proxy, details should be sent to the
company prior to the AGM.The usual
documentation will be available at the
company’s head office at least one
week prior to the meeting.
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THE FOUNDATION HAS BEEN LAID...

2001 was especially challenging for C Technologies, as
for other companies in the IT and telecom sectors. In
spite of tough market conditions we have managed to
establish a significantly stronger foundation for further

growth through our target-oriented efforts.

Anoto is stepping up the pace

It has been very gratifying to see Anoto cement its global
de facto standard for paperbased communication by
bringing pen and paper into the digital world. That the
concept is very interesting and of significant commercial
importance is substantiated by the many cooperation
agreements that were signed during the year.

The first prototype system was delivered in 2001
and in spring 2002 the initial products enabling Anoto
functionality were introduced in collaboration with
Sony Ericsson and Europolitan Vodafone. Anoto has also
entered agreements with additional players in industries
like consumer electronics, mobile telephones and
services, operator services and systems integration.
These partnerships facilitate the distribution of prod-
ucts and services enabling Anoto functionality.

The Anoto concept creates unique possibilities for
personal communication and has met with a keen

interest worldwide. It has become increasingly evident
that a substantial part of the Group's potential rests
with Anoto. In light of this it is only natural to give
Anoto a more prominent position. The Board
therefore intends to propose to the
AGM in April 2002 that the parent
company’s, and thereby the group’s,

name is changed to Anoto Group.

CTechnologies — changed strategy
C Technologies' strategy was changed
during the year t is now focusing on
commercial cooperation with a limited
number of partners. The channels to

end-users will be fewer but significantly

stronger, which we consider a prerequis-

ite for successful market penetration.

An order secured with Fusion Road for C-Pen products
adapted to the Korean market is C Technologies' largest
order to date, confirming the reality of the new strategy.
We also received an important order from C-Channel
regarding customised C-Pen for the Swiss banking market.

Sony Ericsson’s GSM camera CommuniCam is a novel
and exciting product, and by collaboration regarding Bz-
Mate (previously Magic Stick) with Acer, world-leading
OEM producer of laptop PCs, we are moving closer to
the highly prioritised PC market.

In the past year the organisation was streamlined to
meet the current market conditions, resulting in con-
siderable cost reductions. C Technologies is conse-
quently expecting to reach positive monthly cash flow
before investments in the first half of 2002. The lowered
costs, improved margins, balanced sales growth and
full-scale market launch of new products will contribute

to this end.

Vital agreements for WeSpot

Also WeSpot has taken important steps towards com-
mercial success. The company signed its two initial com-
mercial contracts with US-based Overhead Door Cor-
poration for a passage control application and with
Sweden-based Attendo Senior Care regarding a sur-
veillance application for the geriatric care market. Add-
itionally, an agreement was signed with Nasdag-listed

Visionics within the field of face recognition.

The future is promising

Despite last year's slight uphill, the future looks bright.
We have progressed from concept to finished product.
If 2001 was the year when we started to reach the
customers, 2002 will be the year when true commercial-

isation begins. A lucrative future has been well grounded.

S 4//%/

Mats Lindoff
CEO of CTechnologies AB



...FOR A PROFITABLE FUTURE

| foresee an exciting 2002. Our partners are releasing
the first products enabling Anoto functionality on the
market and we intend to cement Anoto functionality as
the industry's obvious de facto standard for digital
paper and pens.The odds are in our favour — a fact we
have become increasingly aware of.

The Anoto concept has been welcomed by both
media and industry and we presently cooperate with
many world-leading mobile phone manufacturers and
network operators, pen producers and companies in
the paper industry.

The foundations for a global de facto standard for
paper-based digital communication have thus been laid.
We are now entering the phase of market introduction

and sales of products, services and technology.

Launch to end-users
Business Unit Mobile: A commercial launch of Anoto
functionality in Sweden will commence in April 2002 in
collaboration with Europolitan Vodafone, Sony Ericsson,
Esselte and 3M. Europolitan Vodafone's subscribers will
then have the opportunity to use a pen to write on
paper and transmit their handwritten messages to any-
one anywhere in the world with an e-mail address, a fax
number or a reasonably up to date telephone. The ability
to send e-mails directly from a piece of paper by use of
a pen makes communication more spontaneous and
a lot easier: Besides, receiving e-mails that have been
handwritten instead of typed is more fun and personal.
Telecom operators worldwide have shown a keen
interest. They see the chance to catch on to the explo-
sive growth of SMS and its natural successor MMS, illus-
trating clearly people’s interest in using their telephones
for other things than just communicating by voice. But
operators also realise that Anoto functionality for the first
time enables people all over the world to send e-mails
via a mobile phone to a computer, which is key to
a potentially significant source of future revenues. Our
business model for mobile operators, implying that we
retain a minimum of 30 percent of the service fee and

that the use of these services generates income for all

the players in the value chain, therefore constitutes an
important part of the company's revenues.

Business Unit PC & Office: In 2002 we are also hoping to
introduce, together with partners, the first pen adapted
for use in a PC environment, enabling use of pen and
paper with the most commonly used PC applications.
These pens will assist in securing the global de facto
standard while providing a substantial user base for
future service applications. Every pen that is produced
generates license revenues for Anoto.

Business Unit Enterprise: Anoto has already sold some
twenty Application Development Kit (ADK) and a few
more will be sold this year. ADK enables companies to
develop solutions for largely improved processing of docu-
ments and forms in many areas. The form is completed
using a digital pen and the information is transmitted
directly from the paper to the database selected by the
application developer: Approx. USD 0.1 is generated for
Anoto every time a form is sent.In 2002 a number of form
processing applications will be put into service.

On condition that the AGM approves the suggested
change, the parent company, and thereby the group, will
change names to Anoto Group AB. Given the great
potential of Anoto it is natural that the name should
change. Altering the name implies a change of
the company’s image, but organisational
changes will be less noticeable. C Tech-
nologies AB and WeSpot AB will also in
the future represent important parts of
the group.

The forecasted positive cash flow
some time in the first half of 2003
remains. We are looking ahead at
an exciting future for the Anoto

Group and invite you to join us.

Christer Fahraeus
President of Anoto AB




THE FUTURE GROUP

The parent company and the Group change names from C Technologies to

Anoto Group on condition that it is approved by the Annual General Meeting.

This is a natural consequence of the world’s view of the Group, reflecting the

estimated potential and illuminating the Group’s main focus.

GROUP AND ORGANISATION

Vision

Our vision is a world where people have access to
intuitive tools for most digital communication — based
on the oldest and preferred information technology
— paper and pen — adapted to suit natural human

behaviour.

Business concept

The Group’s business concept is to develop a strong
technology platform by combining human intelligence
with advanced image processing and commercialise it
through partner companies in the form of products,
services and licenses that unite paper and pen with the

digital world for a broad user base.

Objectives

The objective is to establish the new technology plat-
form in the global market, which will be achieved
through licensing and OEM agreements and sales of
proprietary products. In the long term the objective is
to be a leader on global markets for pocket-sized elec-
tronic devices.

C Technologies AB will generate positive cash flow
on a monthly basis towards the end of the first half of
2002.The aim for WeSpot is to confirm the company's
market potential by securing further commercial con-
tracts. A positive cash flow for the entire Group is

expeced in the first half of 2003.

Financial objectives

The Group’s financial objective is to have low financial
risk, implying financial stability and swift actions through
good liquidity and high equity ratio. The long-term aim
is to achieve an average annual equity ratio of at least

35 percent.
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Strategies

The group’s strategy rests upon five pillars:

* Focus on licensing business, based primarily on rev-
enue sharing.

* Research and development adapted to end-users
behaviour and requirements by cost reduction,
miniaturisation and integration of the company's
core technology.

* Create a global de facto standard for paper-based
digital communication through strong partnership
agreements with world-leading companies.

* Extensive brand exposure through Ingredient Brand-
ing in well-established and strong trademarks.

» Aggressive protection of of technologies, applications

and business models by applying for patents.

Group structure

In the autumn 2001 Anoto became wholly-owned
through CTechnologies' acquisition of Ericsson’s holding
in Anoto, paid for in CTechnologies shares. At the same
time a process aimed at creating a more distinct group
structure was initiated, whereby the parent company
will function solely as a holding company with a limited
number of group functions. It is proposed that the par-
ent company’s name be changed to Anoto Group AB.

Operations will, subsequent to the proposed change
of names, be conducted in Anoto AB, C Technologies
AB andWeSpot AB (54.7 percent of the latter is owned
by CTechnologies).

The various operations are based on the same core
technology, but address different application areas and
customer segments. With separate companies, focus is
increased on each business. The structure also con-
tributes to promoting the values that each operation
represents. In addition, conditions are created for

external financing and alliances.



Anoto Group AB

C Technologies AB

Overview of group structure in accordance with

name proposal to the Annual General Meeting

With the aim of distributing the Anoto concept
globally, Anoto Inc. (USA), Anoto Nippon KK. (Japan)
and Anoto Ltd (Hong Kong) were formed. In 200
operations at the American subsidiary C Technologies

US, Inc. were closed.

Anoto

Anoto combines the intuitive use of pen and paper with
communication possibilities in the digital world.The Anoto
concept consists of a pattern, a digital pen, advanced
image processing and an information structure. The pat-
tern, which can be applied to virtually any type of papen,
is read by the digital pen which also registers the pen’s
pressure against and movement across the paper. The
pen's advanced image-processing and information struc-
ture tracks the position of the pen on the paper and
which service the user has selected. This means that the
concept enables users to make, for instance, digital copies
of handwritten notes, send graphics directly from paper
via e-mail, and place orders straight from a newspaper

advert or mail order catalogue.

Anoto AB

WeSpot AB

C Technologies

C Technologies is a hi-tech development company.
Since its start-up in 1996, the company has worked with
cutting-edge technology in advanced image and data
processing and with communication technology. The
company has developed a device that enables text and

images ro be read, entered, processed and stored.

WeSpot

WeSpot's business concept is to develop a technology
platform with unique, intelligent and distributable image
analysis software, which can be used in a series of dif-
ferent applications and markets. The technology is ap-
plicable to four areas: automatic door opening (Smart
Door Opener), burglar alarms (Intelligent Intrusion
Sensor), surveillance for geriatric care (NurseSensor)

and identification of faces (Face Recognition).



SHARE PERFORMANCE

2001 was marked by a weak stock market, especially in the IT and telecom

sectors, which also affected C Technologies’ share.

SHARE PERFORMANCE

C Technologies’ share has been listed on Stockholms-
bérsen (Exchange in Stockholm), Attract 40, (ticker
CTECH) since June 16, 2000. When first listed on
March 15,2000, it was quoted on Nya Marknaden.
CTechnologies'share capital amounts to SEK | 530 538
distributed over 76 526 901 shares each with a nominal
value of SEK 0.02. Each share confers the holder with one
vote at the AGM and an equal share of the company’s

assets and profits.

Share performance

During 2001, the share price of C Technologies fell
by 64 percent, from SEK 101.50 to SEK 36.50. During
the same period Affirsvdrlden’s general index fell by
|7 percent and Stockholmsbdrsen’s index for the in-
formation technology segment by 47 procent.

On December 31,2001 the market value of CTech-
nologies was SEK 2 793 million. On March 14,2002 the
share price was SEK 36 and the total market value was
SEK 2 755 million.,

In 2001 a total of 34 129 596 CTechnologies shares
were traded on Stockholmsbérsen, corresponding to

a turnover rate of 73.6 percent.

Shareholders

At the end of 2001 CTechnologies had |5 444 share-
holders. The ten major shareholders at that time con-
trolled 65 percent of the share capital. Swedish insti-
tutions controlled 42 percent and foreign investors

23 percent of the share capital.
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Dividend policy

No dividends will be considered over the coming years.
The future dividend policy of the company will be
adapted to profit levels, financial position and funding
requirements. Proposed dividends will be balanced
between shareholders’ demands for a reasonable return

and operational requirements for self-financing.

Warrants program

At present there are eight outstanding warrants pro-
grams in the parent company (of which one is a so-
called staff program of subordinated debentures with
detachable warrants) directed at employees.

The programs, comprising a total of 4 435 090 war-
rants, will mature between May 31,2002 and Decem-
ber 15,2005.

If these warrants are fully exercised, a maximum of
4435 090 new shares could be subscribed for; resulting
in the company’s share capital being increased by SEK

88 702, and a 5.8 percent dilution of existing shares.

Analysis

CTechnologies is analysed by several banks and stock-
brokers including Alfred Berg, Carnegie, Crédit Agricole
Indosuez Cheuvreux Nordic, Deutsche Bank, Hag-
stromer & Qviberg, Nordberg Capital Inc, Nordea,

Remium Securities and SHB.



C Tecl«mologies' share performance

160 SEK Traded shares, millions 3.5
120 2.5

80 1.5

40 0.5

June ju'y avg sept oct nov dec jan feb mars apr may june ju|y avg sept oct nov dec jan feb

2000 2001 2002

- C Techno]ogies = X 45IT  mm Afv 9enera] index Average turnover/week

Data per share"

2001 2000 1999 "

Number of shares ? 76 526 901 45 343 870 32 141 020
Number of outstanding warrants ? 2 698 650 2602 150 4897 500
Average number of shares * 49 132 068 41 340 803 32 141 020
Average number of warrants ¥ 2 694 450 2716467 4582 083
Loss per share, SEK - 897 - 4.09 -0.77
Do. incl. warrants, SEK -850 —3.84 —0.68
Cash flow for the year per share, SEK —-1.08 9.45 —-043
Do. incl. warrants, SEK - 1.02 8.87 -0.37
Shareholders' equity per share, SEK 10.44 9.67 0.47
Do. incl. warrants, SEK 10.08 9.15 0.40
1) After taking effects due to changed accounting principle into consideration.
2) Refers to status at the end of the respective years.
3) Weighted average number for the respective years.
Se further definitions on page 53.
Ownership structure at December 31,2001

Total no. of % of total no. of Shares % of
No. of shares owned shareholders shareholders owned, total share capital
|—1000 13481 87.3 3929 544 52
| 001—10 000 | 720 I 5277935 6.9
10 001—100 000 175 [ 5763462 75
100001 — 68 05 61 555960 80.4
Total 15 444 100.0 76 526 901 100.0
Major shareholders at December 31,2001 Ownership by country
Name % Total Country %
Ericsson 239 18 253 549 Sweden 74.2
Capital Group 12.0 9171 368 USA 13.0
Christer Fahraeus 9.1 6952 870 Norway 4.6
Fjirde AP-fonden 48 3653846 Luxembourg 25
Robur fonder 45 3 469 408 UK 08
Other 457 35025 860 Other 49

Total 100.0 76 526 901 Total 100.0




CORE TECHNOLOGY

The core technology of C Technologies comprises several building blocks

which together form a shared platform for the diverse product families.

CORETECHNOLOGY
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The core competence is advanced image processing in
real time. The company has developed advanced algo-
rithms for image processing that recreate images and
calculate movement patterns in real time. At present up
to 100 images per second can be processed. Further
development of this algorithm takes place continuously
and the company aims to be the world leader in this
area.

ARGUS™ — System-on-a-chip ASIC (Application
Specific Integrated Circuit) — is a proprietary energy-
efficient, high performance microcontroller and image
processor for embedded systems, used for example in
digital pens, digital cameras and mobile telephones.

PICODOUS™ s a proprietary cost-effective chip
dem-for—BluetoothTM communication. The chip
can be massproduced and is qualified for Bluetooth
standard |.1.

ARIPOS™  (Advanced Realtime Image Processing
Operating System) is developed by C Technologies to
optimise the integration of images and image proces-
sors in hardware solutions.

The company also possesses in-depth expertise in
software development for host computers, from com-
plex server solutions in a Solaris environment to client

software for Windows® and Macintosh®.

Communication protocols

Products are wirelessly integrated into external en-
vironments using infrared beams, short frequency
radio links for broadband (Bluetooth™) or via cables
(RS232/USB). The company has also implemented
protocols to enable text to be sent as e-mail, fax and

SMS via a mobile phone.

Application areas

The technology platform enables development of

products and services for the mobile community. The

primary application areas are:

Anoto

e Writing and drawing. Calculations of the digital pen’s
movements mean that everything that is written and
drawn on paper enabling Anoto functionality may be
stored and/or transferred to a PC, mobile phone or
PDA.

* Services linked to absolute position. Seeing that the
digital pen can sense its exact position on the full
pattern, every small area of the pattern can be spe-
cifically dedicated or linked to a specific service.

CTechnologies

* Reading text. Using the image processing technology
a line of printed text can be read, interpreted with

OCR and transferred to any digital platform, such as

the Internet, PC or mobile phone.




* Digital movement patterns. A digital camera can be
used as a computer mouse since the relative position
of the camera can be calculated in real time.

* Image interpretation. The technology enables text and
symbols to be interpreted. For example, a symbol can
be used to activate a service.

* Taking pictures. The camera can take digital VGA
pictures. VGA (Video Graphics Array) is a common
standard for image resolution on graphics cards and
computer screens.

WeSpot

* Changes in images. The technology is based on con-
tinual comparison of images, enabling a camera to

register changes in a room or a picture.

Technical development

The Group continually develops its competence for the

integration of electronic hardware and software using

digital camera technology, focusing on development of
products for computerised image processing.

* Development of image processing. To remain at the cut-
ting edge of technology the company develops its own
optic sensors, used in C-Pen |0 for example. The func-
tionality is developed to cost-effectively meet the
requirements of the product.

* Portability in other products. The company is adapting
its platform further in order to improve integration
possibilities with other products.

* Userfriendly. Special attention is paid to ensure that
products are user-friendly. Ergonomists and special
designers are commissioned to add the human touch.

 Ease of production. The company’s products are de-

signed to combine a high degree of innovation with

ease of production.

Quality assurance

C Technologies uses a development model with em-
phasis on continuous improvements. The company's
products qualify for CE labelling in Europe and UL cer-
tification in the US.The CE label is intended as a signal to
national authorities that the manufacturer guarantees
that the product meets requirements for safety, health
and environment and that control procedures are com-

plied with.

Patents

C Technologies aims to have a strong patent portfolio.
The company believes that the protection of the intel-
lectual property that has been built for its basic technol-
ogy is very robust. The strategy when establishing the
patent portfolio is to reinforce intellectual property
rights so that a further layer of protection is erected
around the basic patent, that new areas on the periph-
ery of the basic technology and combinations of new
technologies and applications are protected. Future
applications are protected at the principle and method
levels and the realisation of the technology is also
patented.

To ensure the highest quality of patent work C Tech-
nolgies has its own patent department with a staff of
three. The company also works with AWA PATENT AB
in Sweden, Cooper & Dunham LLP in the US and Endo
Patent Office in Japan.

At the end of 2001 the Group had filed 396 patent
applications, of which eleven have been granted. The
remainder is still being processed. Further descriptions

of patents will be found in the chapters for each com-

pany.

sfrong
patent
por'l"Folio.’



ANOTO AB
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Anoto® is the first company to unite handwriting with digital communication,

without having to change the natural use of paper and pen.The application areas

are endless. It is just a matter of letting your imagination loose.

Handwriting has been a natural part of man’s commu-
nication practise for thousands of years, but concur-
rently with increasing globalisation and digitalisation,
individual ways of expressing ourselves have become
rare. Pen and paper are still superior to the digital writ-
ing tools of today to share emotions, ideas and
thoughts. Furthermore, the majority of the world pop-
ulation has languages that are picture based rather than
alphabetical. This complicates adapting the keyboard
and the keypad to these languages, making digital com-
munication even harder.

What telephony has done for speech is now await-
ing its parallel for handwriting. Anoto connects the
immediate inspiration offered by paper and pen with all
the possibilities offered by modern, digital communica-
tion. Handwritten text, sketches and drawings can now
be transmitted directly from paper to any computer,
mobile phone or PDA anywhere. Anoto is the first com-
pany to establish a hi-tech concept based on, and adapt-
ed to, how people actually use pen and paper, which
means that there is no need to change the natural

behaviour or learn new methods.

Application areas

Anoto functionality can be used in many different serv-
ices and applications.The primary areas are e-mail, SMS,
notes and fax. By using a digital pen enabling Anoto func-
tionality and paper printed with the Anoto pattern you

can send messages simply by ticking the box of the
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selected service and writing the e-mail address, fax
number or mobile phone number (for SMS) of the
recipient.Transmission is activated when the user makes
a mark in the “send” box. The information is sent from
the digital pen to the recipient’s mobile phone or PC
(for example via a Bluetooth™ radio transceiver).
When the message is re-routed to a distant recipient
the mobile phone connetcts itself to the Internet and
forwards the handwritten message, via a mobile opera-
tor, to the recipient's mobile phone, fax or PC.

Various vertical applications are also possible. Anoto
functionality opens up a new and user-friendlier market
for paper-based e-business. A newspaper can offer
advertisers the possibility to print an advert containing
the Anoto pattern. A reader with a digital pen can then
simply make a decision to buy or receive more infor-
mation by making a mark in a box.

Everything that is written or drawn on paper with
Anoto functionality can also be stored directly in a com-
puter. Calendar manufacturers can by use of digital
paper with Anoto functionality link the paper calendar
with the digital world. It will, for instance, be possible to
synchronise the paper calendar with the calendar func-
tions in Microsoft® Outlook.

Businesses can use Anoto functionality to process
forms including data collection and goods registration.
The system is scaleable, inexpensive and is easily tai-
lored to suit specific requirements. An Application

Development Kit (ADK) will be available, consisting of



This happened in 2001

Initial prototype system enabling Anoto

functionality was delivered.

Patent portfolio was further extended.

Agreements were signed with a number

of significant partners. What is expected in 2002

The first development tool (ADK) was Commercial launch of initial system.

R A& B

delivered.
Five additional mobile operators adopt the

Anoto concept.

Ear]y 2002

Further agreement with pen manufacturers.

Strategic alliance with Extended partnership with PC manufac-

Microsoft®. turers.

Patent portfolio reinforced further.

0 ag ©g

q Agreement was entered with Logitech.
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software enabling partners to develop their own appli-

cations with Anoto functionality. The development tool
is meant to facilitate fast and extensive penetration of
an array of potential application areas in logistics, inven-
tory management and healthcare prescriptions and
journals. By January 2002 some twenty beta versions of

the AKD tool had been sold to partners.

Functionality

The components enabling Anoto functionality are a pat-
tern, a digital pen, advanced image processing and infra-
structure. The pattern that can be applied to virtually
any type of paper is read by the digital pen, which also
registers the pressure and movement of the pen over
the paper. The advanced image processing of the pen
and the infrastructure, developed by Anoto, tracks the
position of the pen on the paper and which service the
user has selected.

Everything written on paper enabling Anoto function-
ality is stored in the digital pen and sent via the nearest
communication unit (such as a mobile phone), as e-mail,
fax or SMS. The information can also be saved directly
in a computer.

The digital pen writes using normal ink, but unlike
a traditional ballpoint pen it is equipped with a digital
infrared camera and an advanced image processing sys-
tem. The digital pen also has a communications unit
(e.g. Bluetooth™ wireless technology).

When the digital pen is used on digital paper
enabling Anoto functionality about 70 snapshots a sec-
ond are taken of the pattern on the paper by the built-
in camera. Each picture contains sufficient information
about the pattern to calculate the exact position of the

pen. The positioning of the dots on the paper forms

a digital trace of the handwritten text or picture. The
pen not only reads what was written, but also how it
was written by registering speed, angle between the
pen and the paper, pressure and accurate time. The
concept can therefore be applied to verification and
identification of signatures and initials.

The pattern, visible to the eye as a dim grey shade, is
printed using standard offset printing methods and
costs the same as printing ordinary black text.

Seeing that the pattern can be printed in more or
less unlimited combinations, each sheet of paper can be
made unique, making it possible to be just as sponta-
neous as before.You can start by jotting down a few
lines in a notebook, then enter the time for the next
project meeting in the paper calendar, get the shopping
list down on a Post-It® note and finally finish the line of
thoughts in the notebook. All this without having to
activate every application — the pen and paper keep

track of where you are writing.

Markets
The market potential is vast. Anoto considers anyone
who uses pen, paper; mobile phone and/or PC or PDA
in their everyday activities a potential user for its pri-
mary services.

The speedy increase in the number of e-mails and
SMS signals a rapidly expanding market for Anoto. In
December 2001 there were around 30 billion SMS

messages worldwide, compared with some 4 billion in
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Dot diameter 0.15 mm
The displacement of the
dots from the grid
makes the paper
“programmable”.

L

Memory

Ink cartridge and

Ordinary paper printed with force sensor

the Anoto® pattern.

The full pattern is
= approx. 60 million km?,
exceeding the area
of Asia and Europe
combined.

A very small portion of the pattern defines the pen’s
exact position on the full pattern.These areas can be
adapted to different functions and applications. One area
may be predefined to activate e-mail, fax or SMS, while
others may be predefined for calendars, order forms,
medical case records etc.

Service
Provider

&

The handwritten digital message from paper to recipient
only takes 20 seconds.

|. Text written with the pen is forwarded via for instance
a Bluetooth™ enabled mobile phone to the Paper Look-
up Service (PLS).

2.The PLS unit returns an instruction to the pen, telling it
which service provider to contact.

3.The information from the pen is sent to the server at the
provider supplying the service in question.

4.The message is sent from the service provider to the
recipient.
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January the same year; according to GSM Association.
SMS usage generates an important part of the mobile
phone operators' revenues and it is therefore of inter-
est to offer users value-added SMS services. Also
e-mailing has seen a considerable increase. In Western
Europe alone 511 billion e-mails were sent in 2000,
according to IDC and for 2005 1.6 trillion are estimat-
ed. Western Europe accounts for 20 procent of the
e-mails worldwide.

The market potential is considerable for vertical
applications in advertising, e-business and forms pro-
cessing in quality assurance, logistics, inventory manage-
ment, market surveys and medical services. Throughout
the world businesses are investing thousands of millions
in processing forms. According to Gartner Group,
annual costs for manual processing of forms amount to
360 billion dollars in the US alone, providing Anoto
functionality with a concrete area in which to improve

efficiency.

Revenue Model

Revenues for Anoto will be generated primarily by
license fees and profit sharing from partners who offer
products, applications and services based on Anoto
functionality.

Anoto will license the pattern, pen technology and
various services. The strategy is based on non-exclusive
license agreements. Initially the sales strategy will focus
on license and service sales to mobile operators,
mobile phone companies and paper manufacturers.

Mobile operators will be able to offer customers the
possibility to send handwritten and drawn e-mails, fax
and SMS directly from ordinary paper. The revenues
from services will be shared between the operators,
Anoto and other service providers. In addition to the
agreement with Europolitan Vodafone, negotiations
with other operators are ongoing.

To be able to offer services based on Anoto functional-
ity mobile operators need to install software platforms in
their systems. The technical solution will be supplied by
Anoto who will also offer consulting services regarding
integration of platforms.

For mobile phone producers the digital pen is a way
of increasing the use and penetration of mobile phones.

Anoto will sell hardware licenses for digital pens to com-



panies, who will in turn manufacture and market the
pens under their own name. The first license holder is
Sony Ericsson. But other partners such as Montblanc,
Cross and Pilot, today world-leading producers of tra-
ditional pens, are potential license holders.

Paper companies will be offered licenses for prod-
ucts including notepads, organisers and special forms

for inventories or medical records.

Partners

Anoto has in the past year signed a significant number of
agreements with major international companies and
has in a short time established a global de facto stan-
dard uniting pen and paper with the digital world,
including Sony Ericsson, Europolitan Vodafone, Teleféni-
ca Mdviles and Hitachi. Chatpen™, the world's first dig-

ital pen enabling Anoto functionality, was presented by

Sony Ericsson in June 2001. At the same time Europoli-

World premiére for services
enabling Anoto func‘l‘ionali‘i‘y

EuropolitanVodafone, Sony Ericsson

and paper partners will in spring

munication. Chatpen represents

a concept that we find very inter-

tan Vodafone announced that services based on the
Anoto concept would be launched on the market in
2002. A prototype system was delivered and tried in
the GPRS net during the autumn.

Collaboration with Hitachi was during the year initi-
ated for the development of services enabling Anoto
functionality. Hitachi is present globally and is a market-
leader in several industrial segments. The company is
prominent in forms processing, OCR (Optical Character
Recognition) and ICR (Intelligent Character Recognition)
of Japanese characters.

Anoto also signed an agreement with Matsushita,
world-leading in development and manufacture of elec-
tronic products, with well-known trademarks such as
Panasonic, Technics and National. The collaboration is
beneficial for the establishement of a complete plat-
form at the commercial introduction of the Anoto con-

cept in Japan.

Jon Risfelt

Sending e-mails direc‘f‘/y
Fom paper by use of 4
digital pen is en'Hrely novel
It hag great potentiq) .
offering US increased }
OPportunities +, provide
valve-added services.

eXPIOined ir)
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°n page 52 |

2002 be carrying out a commercial
launch of services with Anoto func-
tionality, enabling Europolitan Voda-
fone’s customers to send handwrit-
ten text directly from a paper as

a graphical e-mail, fax or SMS.

The notes are written on ordi-
nary paper provided with Anoto
functionality, and forwarded by use
of a digital pen, via a mobile phone.
The first digital pen to reach the
market will be Chatpen™ from
Sony Ericsson.

“We want to provide our cus-

tomers with useful services that are

easy to use and that facilitate com-

esting and we believe that the digital

pen and paper concept has great

potential. Being able to offer the
services to our entire customer
group presents tremendous oppor-
tunities”, says Jon Risfelt, CEO of
Europolitan Vodafone.

When digital pens enabling func-
tionality are more widely spread,
the application areas will be almost
unlimited. Some of the possibilities
include being able to place electron-
ic orders via a paper catalogue or
link the company’s paper forms,
such as inventory forms, directly

with databases.

Europolitan Vodafone ss:@



ANOTO AB

In addition, Anoto collaborates with Japan-based
Cybird regarding establishment of a service infrastruc-
ture for Anoto functionality in Japan. Cybird is a leading
contents and service provider for mobile Internet oper-
ators NTT DoCoMo, ]-Phone and KDDI in Japan.

Cap Gemini Ernst &Young will be offering consulting
services based on the Anoto concept with emphasis on
the ADK (Application Development Kit) tool. The Anoto
concept will be part of CGE&Ys mobile business solu-
tions offered worldwide.

Cooperation has also been initiated with Groupe
Hamelin regarding manufacturing and distribution of
digital paper products. Groupe Hamelin is the leading
European producer of office supplies.

In February 2002 a strategic partnership agreement
was signed with Microsoft® The deal means that the
Anoto platform is adapted to Microsoft® .NET platform,
offering developers the opportunity to create a new
generation of paper-based, digital web-based services.
In 2002 Anoto also entered an agreement with Logitech,
world-leading producer of PC accessories. Logitech will
be producing and marketing digital pens enabling Anoto

functionality adapted to PC environments.

Patents

In 2001 Anoto extended its patent portfolio by filing
another |65 patents covering 51 inventions. A total of
256 patent applications regarding 91 inventions were
submitted. The first three patents covering three inven-
tions were granted during the period.The patent port-
folio covers the pattern, pen, infrastructure and con-
cept.Anoto pursues a determined and aggressive patent

strategy in order to protect its unique functionality.

Manufacturing

Anoto does not have in-house production, preferring
instead to cooperate with well-established manufactur-
ers of electronic products who will be used to create
a network of suppliers who provide production and
distribution. By using the company's proprietary ASIC
processor, productions costs can be minimised while

performance and quality are optimised.
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Competitors

Digital pens is an old dream and attempts to develop
functioning pens have been pursued for the past twen-
ty years. Several companies are engaged in the devel-
opment of digital pens with varying results. There is
however a fundamental difference between Anoto func-
tionality and that of its competitors. The competing
technologies are focusing solely on digitalising the pen
as a tool, by methods like triangulating, pressure sensi-
tive plates, accelerometers or relative positioning. These
methods enable handwritten text to be copied to a dig-
ital medium but make the handling of applications and
services complicated. Since the paper itself lacks func-
tionality in all these technologies, applicability is signifi-
cantly limited as is the ability to use the pen in the same
intuitive and spontaneous way as a traditional pen.
Anoto is the only company having developed a technol-
ogy enabling the use of paper and pen the same way
people have done for thousands of years.

Competitors include Smartquill,Vpen and Crosspad.

Market Potentials

The Anoto concept is unique by allowing for intuitive
and individual use in spite of advanced technolgy. With
Anoto functionality all paper functions can be digitalised
without any new learning processes, and all digital
processes can be performed by use of pen and paper
without getting impersonal. Anoto’s position in respect
of patents is strong and the system is exceedingly
scaleable. Having already established a global de facto-
standard for paper-based digital communication, Anoto
has created a solid ground for continued development
and commercialisation.

In cooperation with partners, the commercial intro-
duction of products and services enabling Anoto func-
tionality will begin in 2002. Given that products and
services enabling Anoto functionality are increasing,
Anoto is expected to generate positive cash flow in the

first half of 2003.
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C Technologies’ products enable text and pictures to be read, processed and

stored. The technology can be used in several areas such as mobile telephony,

consumer electronics and PC accessories.

CTechnologies unites human intelligence with advanced
image processing to create mobile technology that links
pen and paper with the digital world. The aim is to
establish the technology platform on global markets.
The products are based on digital camera technolo-
gy with integrerad advanced image processing, contain-
ing small and energy efficient components. C Technolo-
gies products enable text and pictures to be read,
processed and stored. The technology can be used in
several areas such as mobile telephony, consumer elec-

tronics and PC accessories.

C-Pen
There are three basic C-Pen models: C-Pen 600C,
C-Pen 800C and C-Pen 10. C-Pen 600C has both read-

ing and translation capabilities. It has an address book

that contains space for details of up to 150 contacts and
memory for up tol 500 pages of text. C-Pen 800C, like
C-Pen 600C, has both reading and translation capabili-
ties. C-Pen 800C also has a calendar; the ability to send
text via a mobile phone, an address book for details of
up to 250 contacts and memory for up to 2000 pages
of text. For C-Pen 600C and C-Pen 800C there is
C Dictionary, software enabling translation or explana-
tion of words in a second.

C-Pen consists of several components with different
functions, creating conditions for designing less compli-
cated than expensive products for specific purposes and
applications. C-Pen 10 is such a product. It is connected
directly to a computer and functions as a reading tool for
applications such as Microsoft® Word and Microsoft®

Excel. C-Pen [0 is priced to reach large customer groups.
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BzMaTe

In addition to the basic models there are customised
products developed for certain applications or markets.
In 2002 C Technologies is expecting to double C-Pen

sales generating a good gross margin.

BzMate
In-2001.-a big step towards a commercial launch of
BzMate (previously Magic Stick) was taken. BzMate is
a further development of C-Pen, which is combined with
a miniaturised digital camera. Wistron NeWeb (part of
the Acer Group) is planning to introduce BzMate as
a standard laptop accessory towards the end of 2002.
BzMate has several application areas. You can take
pictures with BzMate and send them as attachments in
e-mails together with scanned text. Or take a picture of
someone and store it together with a scanned copy of
his/hers business card or scan a newspaper article into
a Microsoft® Word document and add a picture. With
BzMate you can also take a picture and add it to your
virtual photo album and navigate with a computer

mouse.

CommuniCam
CTechnologies' technology is suitable for integration as
a reading device in a mobile phone. Several services can
be added to the basic functions. For example, adver-
tisements with a web address or symbol enables the
reader to order more information from the advertiser.
CommuniCam, which was introduced in 2001, is
a digital camera that is connected directly to Sony Eric-
sson’s mobile phones. CommuniCam is the result of the
OEM partnership with Ericsson. C Technologies” Sys-
tem-on-a-chip ARGUS is the primary component of

the camera. CommuniCam enables pictures to be sent

This happened in 2001
C-Pen sales volumes doubled.
C-Pen 10 was introduced.

Collaboration with Acer NeWeb, world-
leading OEM manufacturer of laptop

computers.

Ericsson presents the very first
GSM camera, CommuniCam, developed

by C Technologies.

via a mobile phone to an e-mail address or saved in
a virtual photo album. CommuniCam is marketed by

Ericsson on several European markets.

Marketing and sales

Products are marketed directly to consumers and to
the OEM market.

C-Pen Important customer groups for C-Pen are stu-
dents and professional users such as lawyers, journalists
and researchers. Sales to end-users strengthen the
brand and gets the technology noticed. Attractive pric-
ing will pave the way for high volumes, while extensive
marketing will establish the brand. C Technologies is
building increasingly effective distribution channels, usu-
ally in the form of non-exclusive distribution agree-
ments.

License and OEM sales Sales of software, hardware and
applications to OEM customers are carried out to
swiftly achieve high volumes on the global market and
are primarily directed at manufacturers of mobile
phones, laptop computers and PDAs. Prospects are
good for reaching very large and growing markets, since
the technology is highly suitable for integration in other

products via license and OEM agreements.

Partners
Several significant partnership agreements were initiat-
ed in 2001, such as the collaboration with Wistron
NeWeb (Acer), world-leading OEM producer of PCs
with vast experience of integrating wireless technology
with PCs.

In the third quarter an agreement with Korean
partner Fusion Road was signed regarding delivery of

C-Pen. The agreement forms part of C Technologies’

What happens in 2002
D Positive cash flow in the second quarter.

D C-Pen again double sales volumes with a

good gross margin.

D BzMate (previously Magic Stick) to be sold

with laptop computers nearing the end of

the year.

D Continued product and marketing partner-
ship with Sony Ericsson regarding camera

accessories.




strategy to focus C-Pen sales on large markets and

profitable sales channels. C Technologies will be deliver-
ing the pen whereas marketing, sales, packaging, distri-
bution and support are handled by Fusion Road. The
agreement is estimated to correspond to a sales value
of SEK 60 million in the first half of 2002.

C Technologies received its first pilot order for the
Amerikan banking market valued at SEK 12 million.
C Technologies will develop software to enable inte-
gration of the C-Pen plattform in Wildcard Wireless’
security system. Wildcard Wireless, market leader in
wireless security systems, will be marketing the new
pen under its own brand name.

Switzerland-based C-Channel in August placed an
order for 20 000 C-Pen 10 products that combine the
traditional reading pen with an “active” mousepad.
C-Pen 10 creates opportunities for further develop-
ment of services in Internet banking. Agreements re-
garding Internet banking services were also entered
with Sweden-based ForeningsSparbanken.

Agreements were signed with four renowned
Nordic publishing companies — Gyldendal of Denmark,
Kunnskapsforlaget of Norway, Norstedts Foérlag of
Sweden and WSQOY of Finland.

In addition, agreements were entered with Merriam-
Webster of the US, Klett-PONS of Germany and Van
Dale of the Netherlands.

CTechnologies also cooperates with Ergona Data in
Sweden, Activium in Norway and Partnership Service in

Finland, covering the entire Nordic region.

Patents

CTechnologies' registered patents and patents pending
cover the basic technology for reading and interpreting
text, including lens system, sensor methods, image pro-
cessing, OCR interpretation, communication and trans-
lation functions. In 2001 C Technologies filed another

eight patent applications for six inventions. A total of

|22 patent applications covering 22 inventions have
been submitted. Two patents were granted, implying
that C Technologies has been awarded eight patents;

six in Sweden, one in Australia and one in the US.

Manufacturing

C Technologies has no manufacturing capability of its
own. The company commissions manufacturers that
specialise in the production and distribution of elec-
tronic products. By outsourcing production the compa-
ny achievers primarily greater flexibility and tied-up
capital. C Technologies works with several companies

including PartnerTech.

Competitors

Most competitors use a one-dimensional scanning
method that does not allow for characters to be writ-
ten and interpreted as ASCIl code. Competitors include
WizCom, which markets several scanning pens. Wiz-
Com has developed Quicklink Pen, a scanner pen utilis-
ing one-dimensional scanner technology. Competitors’
products contain mobile components and are poorly

suited for integration in, for example, mobile phones.

Market potentials

The need for new applications in wireless communica-
tions is tremendous, a fact that creates great opportu-
nities for C Technologies. In 2001 several significant
partnerships were established, creating foundations for
continued commercialisation of C Technologies’ tech-
nology platform.

C Technologies expects C-Pen sales to double in
2002 generating a good gross margin and, approaching
the end of the year, BzZMate to be marketed together
with laptop computers. Increased revenues in combina-
tion with cost reduction measures implemented in
2001 are forecasted to contribute to positive cash flow

on a monthly basis in the second quarter 2002.
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WeSpot's business concept is to develop and commer-

ImPor‘l’anH l
This must be
emPl’)asise

Most areas that include digital image processing can be developed by use

of WeSpot Smart Camera. Continual evaluation of new applications and

markets are ongoing. C Technologies controls 54.7 percent of WeSpot.

cialise intelligent camera systems that are sophisticated
and cost-effective. WeSpot aims to be recognised as
market leader in intelligent cameras utilising advanced
digital image processing. Superior technology in combin-
ation with low costs make WeSpot's camera platform

unique.

Application areas
The camera platform,WeSpot Smart Camera Platform,
is suitable for a large number of application areas in
many markets. Most areas that include digital image
processing can be developed by use of WeSpot Smart
Camera. New applications and markets are continually
being evaluated.

WeSpot's main applications are: Smart Door Open-
er; Intelligent Intrusion Sensor, Nurse Sensor and Facial
Recognition, all based on the basic functions in the cam-

era platform.

Smart Door Opener

WeSpots Smart Door Opener presents new opportun-
ities for automatic door opening by the accurate cal-
culations performed by the camera.With the technology
of the camera platform only one sensor is required to
register presence, movement and size, direction and
speed. Smart Door Opener results in lower purchase
price, simplified installation, improved security and
intelligent access control, reducing energy consumption

and wear.

Intelligent Intrusion Sensor

The Intelligent Intrusion Sensor detects unauthorised
objects or movements. Pictures are transmitted to a
security center for verification. The Intelligent Intrusion
Sensor enables security staff to avoid the many false
alarms produced by the passive infrared sensors com-
mon today, resulting in reduced workload and lowered
costs as well as increased security. With the Intelligent

Intrusion Sensor priority can be given to alarms requir-
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ing immediate action. The solution of visual alarm verifi-
cation is unique, highly cost-effective and it can be inter-
grated in existing alarm systems.The WeSpot Intelligent
Intrusion Sensor is a more secure and less expensive

alternative to many existing systems.

NurseSensor

NurseSensor is a new type of sensor for home envi-
ronments, developed to create a safer environment for
the elderly and disabled. NurseSensor can detect
movement patterns and alarming situations and trigger
alarms dependent on the situation. NurseSensor opti-
mises routine checks for nursing staff and increases effi-
ciency in emergency situations. The market offers a

large potential for development of new applications.

Face Recognition

Facial recogniton is used to identify individuals by
observing their faces and comparing them with pat-
terns stored in the WeSpot camera. Owing to the ASIC
processor;, facial recognition can be built into the
WeSpot camera, enabling the same functionality as in a
traditional PC solution at significantly lower cost. By
bringing the processing functions into the camera itself,
many barriers to entry for the large-scale installation
and integration of facial recognitionare capabilities have
been eliminated. The technology enables broad market
applications such as access control systems and activat-

ing/de-activating alarm systems.

Technology

WeSpot Smart Camera comprises lens system, image
sensor, ASIC processor and communication — all in the
same unit. The powerful processor eliminates the need
for an external PC or server. WeSpot's advanced soft-
ware enables analysis and decision to be processed
directly in the camera.The camera delivers accurate cal-
culation of the size, speed and direction of the object,
resulting in a smart camera suitable for a wide array of

applications.



WeSpot has also succeeded in making the camera

smaller and less expensive to produce. The software
can be upgraded remotely, resulting in good, recurring
sales opportunities.VWWeSpot technology creates oppor-
tunities to commercialise a number of products within
a wide variety of markets and applications, including mili-

tary, industrial, traffic and other surveillance situations.

Partners

WeSpot aims to cooperate with partners in manufac-
turing, distribution and sales. All manufacturing will be
outsourced. Manufacturing costs can be significantly
lowered owing to the ASIC produced by C Technolo-
gies. Distribution will be carried out by industrial part-
ners to reach end users, businesses and homes.

In 2001 WeSpot established several significant agree-
ments with global corporations.A long-term agreement
was concluded with Overhead Door Corporation re-
garding the Smart Door Opene, which is expected to
be ready for delivery in 2002.

Collaboration with Attendo Senior Care was also
initiated, to rapidly bring NurseSensor to the market. In
addition, an agreement was signed with Visionics Cor-
poration. Visionics' facial recognition application Facelt

will be ported to WeSpot's Smart Camera Platform.

Patents
In 2001 WeSpot submitted ten patent applications

regarding five inventions. WeSpot has submitted a total

This happened in 2001

WeSpot launched the world’s smallest and

smartest surveillance camera.

Agreement was signed with Overhead Door

Corporation regarding Smart Door Opener.

Agreement was signed with Attendo Senior

Care regarding NurseSensor.

of 18 patent applications in respect of eight inventions.
The inventions cover distributed intelligence in sur-
veillance cameras, image processing algorithms, door
automation and remote control function for verification

of zones in various applications.

Competitors

There are no systems that can compete with the price
and functionality offered by the WeSpot camera. This in
combination with a high degree of adaptability makes
WeSpot's platform highly competitive on markets that
intelligent camera technology has not yet been able to

penetrate.

Venture capital
On several occasions in the past year;WWeSpot has raised
further venture capital. In April SEB Féretagsinvest, Bure
Equity/CR&T Ventures and Malmdohus Invest con-
tributed SEK |3 million. In the fourth quarter these
minority shareholder invested another SEK 10 million, at
which time Industrifonden contributed another SEK 10
million as well, half of which in the form of a convertible
loan. Towards the end of the year WeSpot raised an
additional SEK 4 million relating to utilisation of warrants.
Subsequent to the above investments CTechnologies
controls 54.7 percent, Malmohus Invest, Bure Equity/ CR&T
Ventures and SEB Foretagsinvest each control | 1.3 per-
cent and Industrifonden 4.6 percent of the shares in
WeSpot.

d Agreement was signed with Visionics regarding

facial recognition.

WeSpot is provided with further venture capital.

What happens in 2002

D Start of production at the end of the year.

D Further commercial contracts.




HUMAN RESOURCES

With their advanced skills, great creativity and determination, staff working

for the C Technologies Group have paved the way for success. Developing

existing staff and recruiting new people are key goals for the Group.

HUMAN RESOURCES

Salary relinquishment program

In January 2002 it was resolved to implement a salary
relinquishment program. The employees of the group
were offered to acquire, at market price, warrants in
the parent company and in return accept a reduced
salary for a maximum of |8 months. Some 170 em-
ployees accepted the offer and have within the scope
of this acquired a total of | 856 440 warrants in the par-

ent company.

Right expertise and profile

Ever since C Technologies was formed, the need for
cuting-edge skills has always been a top priority. Hence
the educational level is high. Among employees there
are many engineers, economists and others with a uni-
versity education. In addition to the high formal level of
education, the Group employes many people with
extensive professional experience in their respective
spheres of authority: patents, quality assurance, market-
ing, finance, management and purchasing/logistics. Col-
laboration with colleagues and universities is close and
stimulating. During the year, students from universities
and colleges have carried out large parts of their stud-

ies within the CTechnologies Group.

Many employees are also owners
Since the formation of the company, strong commit-

ment and belief in the future have been defining char-
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acters of CTechnologies’ staff. This has been in evidence
in individual commitment and a willingness to invest in
the business. Many employees are also owners of the
business, either through shares or options.

Several types of incentive programs have been

implemented to further stimulate the work situation.

Developing talent

Training has so far focused on the extensive research
and development undertaken within the Group. Assign-
ments are highly challenging and the working environ-
ment is extremely creative. To enhance the value of
working for C Technologieds, individual career plans
have been established in cooperation with manage-

ment and colleagues.

Rewards

C Technologies has a benefit policy granting, among
other things, a pension allocation to all staff from age 21.
The Group also offers staff employed for more than
one year greater remuneration when taking parent
leave. Investing in a benefit package should be seen as
as an expression of the basic values of the Group. Con-
sidering the average age of employees it is only natural
that the Group makes itself a highly attractive employer.
The Group has an objective to increase further the

recruitment of women.
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FREQUENT QUESTIONS FROM SHAREHOLDERS

What are you doing to increase the stock market’s understanding of the company’s value?
By continually presenting new partners, for example, those who create and will create revenues

and cash flow together with us.

How do | go about buying C Technologies stock if | live in the US?
Contact one of the large stockbrokers and state that the companie’s share is traded on Stock-
holmsborsen (Stockholm Stock Exchange) with a so-called ticker “CTEC" (subsequent to the

proposed change of name: "ANOT").

When will the Group achieve positive cash flow?

We have communicated that we forecast positive cash flow for the Group in the first half of 2003.

Where can | get hold of the latest financial information on C Technologies?
All financial information is presented on our website, www.ctechnologies.se, and subsequent
to the proposed change of name, www.anoto.com. The website is updated continuously, also
with information other than purely financial. In 2002 interim reports will be published on the

following dates: Q I: April 24, Q2: August 22 and Q3: October 30.

What does your business model look like, that is, how do you make money?

We refer to page |6, the section covering Revenue model.

Why are you changing the name?
There are several reasons, including the fact that the company’s focus is on Anoto. But also as a
natural consequence of the market's view of the Group as being almost synonymous with

Anoto, both in terms of business and basis of valuation.

What is happening to C Technologies and WeSpot!?
CTechnologies is focusing on its new partnership strategy implying few but profitable market
channels and will be launching two new products — C-Pen |0 and BzMate — during the year.
The aim is to achieve positive cash flow in the first half of 2002.
WeSpot is planning to raise capital in parallel with technical and commercial development,

which in 2002 is expected to result in further contracts with customers and start of production.



FIVE-YEAR SUMMARY

FIVE-YEAR SUMMARY

Income statements in summary

Amounts in SEK 000 1997 1998 1 19991 2000 " 2001
Net sales — 2 305 49 115 80014 156204
Gross profit/loss — 863 14892 -4517 14 698
Depreciation of intangible fixed assets — - 126 — 1 006 - 1757 —10809
Depreciation of tangible fixed assets —-38 - 389 -1 647 -4233 —-12735
Operating loss -6449 —-23170  —-55252 —220993 —596 383
Profit from participation in Group companies — — 30771 27 638 68210
Other financial items - 108 -2096 — 468 10935 7938
Loss after net financial items - 6557 25266 -24949 —182420 —520235
Taxes — — -37 - 47 — 488
Minority share — — 105 13359 80 042
Net loss -6557  —25266 —24881 —169108 —440 68l

Balance sheets in summary

Amounts in SEK 000 19971231 1998.12.31" 1999.12.31"  2000.12.31"7 2001.12.31
Assets
Intangible fixed assets [ 116 3624 7970 19307 432366
Tangible fixed assets 328 2003 5234 20 495 48 531
Financial fixed assets — — — | 939 | 982
Total fixed assets | 444 5627 13204 41741 482879
Inventories — 132 2561 24795 46 949
Accounts receivable — | 025 16424 26 424 30 826
Other current assets 849 | 909 5979 21 851 33613
Liquid assets and investments 7542 44 356 30 621 421206 368313
Total current assets 8 391 48 422 55585 494276 479 701
Total assets 9835 54 049 68 789 536017 962580
Shareholders’ equity and liabilities
Share capital 5026 42 521 15000 438489 798 963
Minority interest — — 2767 12139 2 568
Provisions

Non-interest bearing — 176 | 047 306l 3001
Long-term liabilities

Non-interest bearing — 185 39 52 94

Interest bearing | 821 | 817 4383 417 5000
Current liabilities

Non-interest bearing 2671 6 646 22297 80 192 152537

Interest bearing 317 2704 23256 | 667 417
Total liabilities 4 809 1528 51022 85389 161049
Total shareholders’ equity and liabilities 9835 54 049 68 789 536017 962580
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Cash flow statements in summary

Amounts in SEK 000 19971 1998 1 19991 2000 " 2001
Operating loss before depreciation —-6411 —22 655 —-52599 -—215003 57284
Non liquidity-affecting income/expenses — 176 939 I 967 - 548
Changes in operating funds 3434 3 146 15305 — 11800 32777
Cash flow from current activities -2977 —19333 - 36355 —224836 -540612
Cash flow from investment activities — 1385 -4697 — 10231 -34526 —-83379
Cash flow before financing -4362 —24030 —46586 —259362 —623991
Cash flow from financing activities 11902 60 843 32 851 649 947 571 098
Cash flow for the year 7 540 36813 — 13735 390585 —52893
Key ratios

1997 19981 19991 2000 " 2001
Sales growth, % n/a n/a 2031 63 95
Gross margin, % n/a 37 30 neg 9
Operating margin, % n/a neg neg neg neg
Profit margin, % n/a neg neg neg neg
Capital employed, SEK 000 7 164 47 042 26 406 452712 806 948
Return on capital employed, % neg neg neg neg neg
Return on shareholders’ equity, % neg neg neg neg neg
Share of risk-bearing capital, % 51 79 26 84 83
Equity/assets ratio, % 51 79 26 84 83
Net debt/equity ratio, multiple -1.08 -094 - 124 -093 - 045
Interest coverage ratio, multiple -79 -94 -240 — 1537 —3995
Net debt, SEK 000 -5404 -39835 —21982 —419 122 —36289%
Average number of employees 6 20 48 107 299
Sales per employee, SEK 000 n/a 15 | 023 748 522
Salaries and remuneration, including social
security costs, SEK 000 2149 9910 23 358 73 114 242754
(of which pension premiums) 15 500 [ 023 4535 23252

For definitions see page 53.

) Regarding 1997-2000 after adjustments due to effects owing to change of accounting principle with regard to R&D costs, implying that

development costs are carried as a continuous expense in accordance with the Swedish Financial Accounting Standards Council

Recommendation |5 (RRI5).



FINANCIAL ACCOUNTS

DIRECTORS’ REPORT

The Board of Directors and Chief Executive Officer of
C Technologies AB (publ.) herewith submit the Annual
Report and consolidated accounts for the financial year
January I,2001-December 31,2001.

Operations

CTechnologies is an innovative hi-tech company within the
fields of digital camera technology, image processing and
digital pens.The Company is today best known for its sub-
sidiary Anoto, whose operations were announced in April
2000. Anoto has in a short time created a global de-facto
standard that unites pen and paper with the digital world.

The technology presented by Anoto enables handwrit-
ten e-mails, SMS and electronic orders to be transmitted
directly from paper by use of a digital pen.The initial prod-
ucts with Anoto functionality will be available on the mar-
ket in the second quarter 2002.

In 2001 Anoto signed a significant number of collabora-
tion agreements of strategic importance for the establish-
ment of the global de-facto standard for paper-based digit-
al communication and the Company's long-term com-
mercial growth. Among these agreements, comprising all
key markets on which the Anoto concept is focusing, Sony
Ericsson, Europolitan Vodafone, Téléfonica Moviles and
Hitachi should be particularly emphasised. In addition to
the aforementioned partners, further Anoto agreements
are underway, which on request by the respective partners,
for the time being will remain confidential for reasons of
secrecy and competition.

Anoto has during the past year established a wholly-
owned subsidiary in Hong Kong, Anoto Ltd, in addition to
the existing subsidiaries in the U.S. and Japan.

The Parent Company’s products, of which the reading
pen C-Pen is best known, are based on the integration of
digital camera technology with advanced image processing
in products with low energy consumption and high speed
processing. Since the end of 1998 the Company has estab-
lished its technology platform in the global market through
licensing and OEM partnerships and sales of proprietary
products.

In 2001 a change of the Parent Company's marketing
strategy was initiated and implemented. It is now focusing
on commercial collaboration with a limited number of
partners, implying fewer but more powerful market chan-
nels and a significant risk reduction for the Company. As
part of this process, operations at the American subsidiary
C Technologies US, Inc. were closed. The new marketing
strategy was substantiated by C Technologies obtaining its
largest order to date from the Korean partner Fusion
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Road, corresponding to an estimated market value of SEK
60 million in the first half of 2002, involving delivery of
C-Pen adapted to the Korean market. During the year a
significant order was also secured with C Channel regard-
ing a customised C-Pen for the Swiss banking market.

By cooperating with world leading laptop producer
Acer, CTechnologies in 2001 approached the highly priori-
tised PC market. The cooperation regards the launch of
the new product “Bz-Mate” (previously presented under
the name “Magic Stick”), belonging in the notebook com-
puters category. Bz-Mate is a further development of the
reading pen C-Pen, equipped with e.g. a digital camera and
Bluetooth™ functionality. Acer's high-end PC notebooks
will include Bz-Mate, which works as a wireless scanning
device that captures text and photos and as an optical
wireless mouse.

The subsidiary WeSpot is developing applications based
on so-called intelligent camera technology, advanced digital
image processing and the Company's proprietary ASIC-
chip.WeSpot has in the past year signed its first two com-
mercial contracts with US-based Overhead Door Corpo-
ration (part of Japanese Sanwa Group) regarding a passage
control application, and with Sweden-based Attendo
Senior Care AB for a surveillance camera application for
the geriatric care market. In addition an agreement was
signed with Nasdag-traded Visionics regarding a surveil-
lance system intended for identification of objects.

The Group

At the end of the fourth quarter it was resolved to effec-
tuate, as at December 31,2001, an intra-group restructur-
ing implying that the greater part of the assets and liabilities
in the Parent Company were assigned, as at the above men-
tioned date, to the wholly-owned subsidiary CTechnologies
Intressenter AB which at the same time took over the main
part of the Parent Company’s employees.

The assignment of assets and liabilities was effectuated at
book value and formed part of a process aimed at creating
a more distinct group structure, whereby the Parent Com-
pany C Technologies AB in future will assume the role of
solely a holding company with a limited number of group
functions. The operating units are subsequent to this trans-
action working as wholly or partly owned subsidiaries.

At the Annual General Meeting on April 24, 2002 the
Board intends to propose that the Parent Company’s name
be changed to Anoto Group, as a logical consequence of
the world's view of the Group, reflecting where the main
part of its value and future potential is estimated to be and
emphasising further the main focus of the Group's business.



Organisation

The headcount within the Group rose from 180 to 302
over the period, corresponding to an increase of 68%.This
increase reflects a major build-up of the subsidiary Anoto
and the resolved and effectuated downsizing of the Parent
Company's organisation at the end of the fourth quarter.
Parallel to the latter; a significant number of employees
were transferred from the Parent Company to Anoto as a
result of the Group’s priority on Anoto.

Sales and results

Net sales for the period were SEK |56 million in compari-
son with SEK 80 million for the previous year, an increase
of 95%. Of this, 97% (100%) is attributable to the Parent
Company. 69% (67%) of sales is attributable to C-Pen,
while the remainder refers to contracted consulting ser-
vices, licenses and component sales. C-Pen sales conse-
quently grew by 100%.

The operating loss for the period was SEK =596 (—221)
million reflecting the planned substantial investments made
primarily in the subsidiary Anoto to meet market responses
and expectations on future technologies and products,
resulting in Anoto developing, according to plan, the first
generation of a technology platform regarding pen and
server.

The Group’s loss includes charges of SEK 9 million for
the above mentioned staff reductions and the changed
marketing strategy in the Parent Company.

Financing, liquidity and cash flow

Ericsson during the period exercised its remaining option
to increase its holding in the Group's subsidiary Anoto to
30% via a directed new share issue which raised just over
SEK 88 million for Anoto. This directed new share issue pro-
duced a Group profit of just over SEK 49 million after tak-
ing the minority holding into consideration.

In the fourth quarter the Parent Company acquired
Ericsson’s thirty percent stake in Anoto via a non-cash issue,
whereby Ericsson received just over |3,8 million shares in
C Technologies AB in payment. By the transaction Anoto
was made a wholly-owned subsidiary. This acquisition
resulted in an item for goodwill on consolidation amount-
ing to SEK 381 million.

In connection with and on the terms stipulated for the
above-mentioned non-cash issue, a new share issue directed
at primarily Swedish and international investors, was
implemented. The issue provided SEK 438 million after
issue expenses.

The subsidiary WeSpot during the period carried out a
number of directed new share issues, raising a total of SEK

25 million. In addition WeSpot was provided with fully SEK
4 million via a new share issue in relation to utilisation of
warrants and SEK 5 million through a convertible deben-
ture. The directed new share issues at minority holders in
WeSpot during the year resulted in a Group profit of SEK
19 million.

CTechnologies AB's holding in WeSpot as at December
31,2001 was 54,7%.

At year-end the Group's liquid assets, including short-
term investments, were SEK 368 million compared to SEK
42| million on December 31,2000.These liquid assets are
estimated to meet all capital requirements until operations
in Anoto and C Technologies generate positive cash flow.
As for WeSpot, activities for funding in 2002 are being
planned.

Shareholders’ equity amounted to SEK 799 million at
year-end, compared to SEK 438 million on December 31,
2000, corresponding to an equity assets ratio of 83%
(84%).

The Company's cash flow before funding amounted to
SEK—624 (=259) million and for the year to SEK-53 (391)
million.

Investments

Net investments in 2001 regarding capitalised expenditure
for development and patents and tangible fixed assets
totalled SEK 84 (35) million. In addition a consolidated good-
will of SEK 381 million arose in connection with the Parent
Company's acquisition of the outstanding minority share in
the subsidiary Anoto.

Research and development
Research and development in the Group is aimed at fur-
ther developing skills in the integration of electronic hard-
ware and software in digital camera technology to produce
computerised image processing products.As a result of this
work, opportunities to strengthen intellectual property by
submitting patent applications are created continuously.

The Group submitted a total of 183 new patent appli-
cations during the period, of which 8 by the Parent Com-
pany, |65 by the subsidiary Anoto and |10 by the subsidiary
WeSpot. In addition the Parent Company has obtained
one patent. At year-end the total number of patent appli-
cations was 396, of which Anoto had applied for 256, the
Parent Company for 122 and WeSpot for |8. At the end
of the period eleven patents had been granted.

33% (38%) of the Group's costs are attributable to
research and development.
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Description of the Board’s work

The Board of C Technologies AB has had nine recorded
meetings in total during the year. In addition there has been
a large number of contacts between the Company and its
Board Members. Throughout the year there have been
rules of procedure for the Board, as well as instructions for
the President.

The Board Members have continuously received written
information regarding the Company's operations, econom-
ic and financial position and anything else of importance to
the Company.

The following committees have worked during the year:
A Nomination Committee (preparation of proposals
regarding board members), a Compensation Committee
(preparation and decisions for remuneration to manage-
ment) and an Audit Committee (for continuous discus-
sions with the Company's auditors). All committees have
given an account of their work to the entire Board.

Evaluation of the Board's works is made once a year.

Significant events after December 31

* The subsidiary Anoto entered a strategic alliance with
Microsoft®, implying that Anoto will adapt its platform to
the Microsoft® .NET Platform, thereby providing devel-
opers with the possibility to create a new generation of
pen-based digital web services.

The agreement also comprises integration with
Microsoft® Windows and Microsoft® Office. The agree-
ments with Microsoft® specifically implies that:

— Developers at Microsoft® can develop new applica-
tions and services by use of the Anoto Application
Development Kit (ADK) for .NET using Visual Stu-
dio.NET;

—The pen is integrated and will automatically be installed
in Windows® XP and future operating systems;

— Information generated by the pen can be used and
enhanced directly by Microsoft® Office;

— Anoto’s profit sharing business model for telecom can
also be applied to the PC industry.

* Anoto has entered an agreement with Logitech, world-
leading producer of PC accessories. Logitech will manu-
facture and sell digital pens with Anoto functionality for
the PC environment. By using digital pens and paper
with Anoto functionality, the user will be able to send
handwritten information directly to the PC and use pen
and paper with the most common PC applications.
Logitech plans to introduce digital pens with Anoto func-
tionality later this year. In view of this introduction Logi-
tech has entered strategic relationships with existing
Anoto partners including 3M Post-It® Notes, MeadWest-
vaco, Groupe Hamelin and Time/system International.

The Company estimates that Logitech’s market launch
will provide Anoto with pen license incomes ranging be-
tween a total of SEK 40 and 80 million in 2002 and 2003.
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* Anoto widens its venture in the Japanese market by
forming a new company,Anoto Communications Ltd for
the coming introduction of the Anoto concept in Japan.
The new company will form a consortium consisting of
a large group of industrial partners. The consortium will
establish the Anoto de-facto standard and function
as platform for the market introduction in Japan in
2002-2003.

* The Extraordinary General Meeting on January |6,2002
resolved, in accordance with the proposals submitted by
the Board, the following;

—To issue a maximum of 5170714 debentures with
detachable warrants. The warrants shall be used in
connection with an offer directed at holders of stock
options in the subsidiary Anoto, entitling the holders, if
accepted, to exchanges these shares for shares in
CTechnologies AB, in connection with subscription for
shares in Anoto, in accordance with the same exchange
ratio that was applied when the Parent Company
acquired Ericsson’s minority share in Anoto at the end
of 2001, implying that 8,19 15 shares in Anoto will cor-
respond to one share in CTechnologies AB.

—That the Board be authorised to resolve to issue a
maximum of 4800000 debentures with detachable
warrants, each conferring the holder with the right to
subscribe for one new share in CTechnologies AB.The
warrants shall be utilised for an optional salary relin-
quishment program directed at employees in the Parent
Company and wholly-owned subsidiaries, whereby
a salary cut for a maximum period of 18 months will
entitle the employee to acquire said warrants at mar-
ket price. Warrant terms of two or three years apply.

Outlook for 2002

Anoto

Following the heavy focus on development in 2001, and
the completion and delivery of both server systems and
the first generation of the digital pen and digital paper as
scheduled, Anoto will in 2002 gradually enter the commer-
cial phase. Income in 2002 will be predominated by the
development tool for new services (ADK), server software
and new pen licenses. Profit sharing will also generate
income, but it is estimated that this source of income will
represent a minor part in 2002 and sustain added growth
over the years, becoming increasingly predominant.

One of the objectives this year is to establish further
agreements with leading pen partners in the telecom and
PC industries and have an estimated five to ten operators
with pen-based services operating before the end of this
year.

In parallel the effects of a far-reaching cost-cutting pro-
gram implemented in the second half of 2001 are realised.
The result will bring costs in line with previous forecasts,
implying monthly costs as from the second quarter 2002



of approx. SEK 25 million. Cost reductions were effectu-
ated with development resources intact.

The previous forecast outlining positive cash flow in the
first half of 2003 remains.

C Technologies

In the first half of the year two new products will be intro-
duced: C-Pen |0 and Bz-Mate. Both are estimated to gen-
erate both volumes and better margins than previous prod-
uct generations and also contribute to the aim of doubling
volumes in 2002. These launches, in combination with the
implementation of the cost effective partnership strategy,
have to dated proved positive, resulting in the forecast for
positive cash flow in the first half of 2002 to be maintained.
Continued product and sales cooperation with Sony Ericsson
with regard to camera modules for mobile phones is also
expected.

The significant adjustment of the workforce effectuated
in the fourth quarter 2001 as well as synergies resulting
from the new corporate structure imply that the gradual
reduction of costs to approx. SEK 6 million per month will
be met in the first quarter, which is faster than previously
announced.

The Group

The Group is expected to achieve positive cash flow in the
first half of 2003. Concurrently with the gradual cost re-
ductions in Anoto and C Technologies described above,
and in combination with the expected sales growth, cash
flow in 2002 is estimated to improve continuously over the
quarters.

SUGGESTED TREATMENT
OF ACCUMULATED DEFICIT

Suggested treatment of accumulated deficit in the Parent Company (SEK):

Loss brought forward — 39 986 000
Net loss for the year - 167807518
Total —207 793518

The Board and the Chief Executive Officer propose that the accumulated
deficit of SEK =207 793 518 be set-off against the share premium reserve

which will be reduced by the same amount.

Concerning the Group’s and Parent Company’s results and financial pos-

ition, we refer to the statements below.

Lund, March 15, 2002

Nils Ljung Christer Fahraeus

Chairman of the Board

Urban Jansson

Orjan Johansson Christer Johansson Nils Rydbeck
Lars Berg Mats Lindoff
CEO

Our audit report was completed March 15, 2002
Arthur Andersen AB

Per-Arne Pettersson
Authorised Public Accountant
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CONSOLIDATED INCOME STATEMENT

Amounts in SEK 000 Note 2001 2000
Net sales I 156 204 80014
Costs of goods sold — 141 506 — &4 3
Gross profit 14 698 — 4517
Selling expenses —249 054 - 72093
Administrative expenses 3,22 — 164 077 —60 |11
Research and development expenses 22 —202 632 — 81 345
Other operating income 4 9163 2 862
Other operating expenses 5 — 448 -5789
Operating loss 2,6 — 596 383 —220993
Income from participation in Group companies 7 68 210 27 638
Interest income 9237 12114
Interest expenses - 1299 - 1179
Loss after financial items — 520235 — 182 420
Minority share 80 042 13359
Loss before tax —440 193 — 169 061
Tax on profits for the year 9 — 488 =47
Net loss for the year —440 681 -169 108
Loss per share (SEK) " - 897 — 4105
Do. after dilution (SEK) ? -850 —3.84
Number of shares, weighted annual average 49 132 068 41 340 803
Do. including current warrants 51826518 44 057 270

1) Loss for the year divided by weighted average number of shares for the year.

2) Loss for the year divided by the total of weighted average number of shares for the year and weighted average number

of outstanding warrants for the year.
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CONSOLIDATED CASH FLOW STATEMENT

Amounts in SEK 2001 2000
Cash flow from operating activities

Loss after financial items —520 235 — 182 420
Adjustment for items not included in cash flow:

Adjustments for warranty provisions - 60 2014
Depreciation of fixed assets 23 542 5990
Income from participation in Group companies " - 68210 —27 638
Other financial items —7938 - 10935
Income taxes —488 — 45/
Cash flow from operating activities before

changes in operating funds —573 389 —-213 036
Cash flow from changes in operating funds

Changes in operating receivables - 16 164 —-25872
Changes in inventories -22 154 —22234
Changes in operating liabilities 71 095 36 306
Total changes in operating funds 32777 — 11800
Cash flow from operating activities -540612 —224 836
Investment activities

Capitalised expenditure for development —24 622 - 3679
Patents - 18873 — 8484
Goodwill ? 930 —-930
Equipment and tools -31 343 - 19 359
Computer software - 9428 — 135
Long-term liabilities -43 - 1939
Cash flow from investment activities -83379 — 34526
Total cash flow - 623 991 —259 362
Financing activities

Interest income 9237 12114
Interest expenses - 1299 -1 179
Change in other long-term liabilities 4 625 —-3953
New share issues 438 338 600 054
New share issues directed at minority share holders in subsidiaries " 120 751 35786
Subordinated debentures | 732 7223
Translation differences —21286 -98
Cash flow from financing activities 571098 649 947
Cash flow for the year — 52893 390 585
Liquid assets at the beginning of the year ? 421 206 30 621
Liquid assets at year-end ? 368313 421 206

|) Payments at new share issues directed at minority shareholders in subsidiaries are specified under financing activities.

2) Goodwill attributable to non-cash issue is not recorded as the transaction does not result in any payment.
3) Liquid assets refer to cash, bank balance and currents investments.
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CONSOLIDATED BALANCE SHEET

Amounts in SEK 000 Note Dec 31,2001 Dec 31,2000

Assets
Fixed assets

Intangible fixed assets

Capitalised expenditure for development 10 29978 7 056
Patents Il 27 442 1414
Goodwill 12 374 946 837
Total intangible fixed assets 432 366 19 307
Tangible fixed assets

Equipment and tools I3 39 169 19 667
Computer software 14 9 362 828
Total tangible fixed assets 48 531 20 495
Financial assets

Other long-term receivables | 982 [ 939
Total financial assets | 982 1 939
Total fixed assets 482 879 41 741

Current assets

Inventories

Finished products and goods for sale 46 949 24795
Total inventories 46 949 24 795
Current receivables

Accounts receivable 30 826 26 424
Other receivables 16729 12 040
Prepaid expenses and accrued income 6 16 884 98Il
Total current investments 64 439 48 275

Total current receivables

Current investments 274 473 344 232
Total current investments 274 473 344 232
Cash and bank balances 93 840 76 974
Total current assets 479 701 494 276
Total assets 962 580 536 017
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Amounts in SEK 000 Note Dec 31,2001 Dec 31,2000
Shareholders’ equity and liabilities

Shareholders’ equity |7

Restricted equity

Share capital I 531 907
Restricted reserves 335133 675 874
Total restricted equity | 336 664 676 781
Accumulated deficit

Loss brought forward —-97 020 —69 184
Net loss for the year —440 681 — 169 108
Total accumulated deficit —-537 701 —238 292
Total shareholders’ equity 798 963 438 489
Minority interest 2 568 12 139
Provisions

Other provisions 18 3001 306l
Total provisions 3001 306l
Long-term liabilities

Liabilities to credit institutions — 417
Subordinated debentures 20,21 5094 52
Total long-term liabilities 5094 469
Current liabilities

Liabilities to credit institutions 417 | 667
Subordinated debentures 20 10 44
Accounts payable 79 234 52 116
Tax liabilities 194 9
Other liabilities 6 635 5473
Accrued expenses and deferred income 19 66 464 22 550
Total current liabilities 152 954 81 859
Total equity and liabilities 962 580 536 017
Assets pledged 23 17622 1190
Contingent liabilities 24 149 307 32 000
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INCOME STATEMENT, PARENT COMPANY

Amounts in SEK 000 Note 2001 2000
Net sales I 130 598 84 811
Cost of goods sold — 117373 -86016
Gross profit 13225 — 1205
Selling expenses —79 858 —4] 499
Administrative expenses 3 - 70969 —44 140
Research and development expenses -51 653 —33 657
Other operating income 4 16916 | 951
Other operating expenses 5 -3618 — 3000
Operating loss 2,6 — 175957 — 121 550
Interest income 8613 [l 492
Interest expenses — 464 -1 118
Loss before tax — 167 808 — 111176
Tax on profits for the year 8,9 — | 003
Net loss for the year - 167 808 -110173
Loss per share (SEK) " - 342 —2.66
Do. after dilution (SEK) ? -324 —2.50
Average number of shares 49 132 068 41 340 803
Do. including current warrants 51 826518 44 057 270

I) Loss for the year divided by weighted average number of shares during the year.
2) Loss for the year divided by total weighted average number of shares during the year and weighted average number of
outstanding warrants during the year.
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CASH FLOW STATEMENT, PARENT COMPANY

Amounts in SEK 000 Note 2001 2000

Cash flow from operating activities
Loss after financial items - 167 808 =111 176
Adjustment for items not included in cash flow:

Adjustment for warranty provisions - 306l 2014
Depreciation of fixed assets 8 098 4670
Financial items -8 149 - 10374
Cash flow from operating activities

before changes in operating funds - 170920 — 114 866
Cash flow from changes in operating funds

Changes in operating receivables —24 331 — 33686
Changes in inventories 19 082 — 16888
Changes in operating liabilities —41 284 —24227
Total changes in operating funds —46 533 - 74801
Cash flow from operating activities —217 453 — 189 667
Investment activities

Capitalised expenditure for development 5355 -3678
Patents 4400 —3247
Participations in Group companies " —288 183 — 103 409
Equipment and tools 2536 -5726
Computer software — 66 - 135
Long-term liabilities —4200 -5812
Cash flow from investment activities —280 158 - 122 007
Total cash flow —-497 611 -311674
Financing activities

Interest income 8613 Il 492
Interest expenses — 464 -1 118
Change in other long-term liabilities -420 -3973
Group contribution received — 3583
New share issue 438 337 600 054
Subordinated debentures — 197
Cash flow from financing activities 446 066 610 235
Cash flow for the year — 51545 298 561
Liquid assets at the beginning of the year ? 328617 30 056
Liquid assets at year-end ? 277 072 328 617

|) Increased participation in Group companies as a result of non-cash issue is not recorded as it has not resulted in any
payment.
2) Liquid assets refer to cash, bank balance and current investments.
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BALANCE SHEET, PARENT COMPANY

Amounts in SEK 000 Note 2001 2000

Assets
Fixed assets

Intangible fixed assets

Capitalised expenditure for development 10 — 7 056
Patents [l — 51283
Total intangible fixed assets — 12 339

Tangible fixed assets

Equipment and tools I3 — 7 156
Computer software 14 — 828
Total tangible fixed assets — 7 984

Financial fixed assets

Participations in Group companies I5 766 946 |31 747
Receivables from Group companies 10012 5812
Total financial fixed assets 776 958 137 559
Total fixed assets 776 958 157 882

Current assets

Inventories
Finished products and goods for sale — 19 082
Total inventories — 19 082

Current receivables

Accounts receivable — |7 632
Receivables from Group companies 77 092 26782
Other receivables 3279 5650
Pre-paid expenses and accrued income 6 | 740 7716
Total current receivables 82111 57 780

Current investments

Other current investments 264 590 277 232
Total current investments 264 590 277 232
Cash and bank balances 12 482 51 385
Total current assets 359 183 405 479
Total assets 1136 141 563 361
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Amounts in SEK 000 Note 2001 2000
Shareholders’ equity and liabilities

Shareholders’ equity |7

Restricted equity

Share capital I 531 907
Share premium reserve | 1332771 673 286
Statutory reserve 2 057 2 057
Total restricted equity 1 336 359 676 250
Accumulated deficit

Loss brought forward 8 —39986 - 55057
Net loss for the year - 167 808 - 110173
Total accumulated deficit —207 794 — 165 230
Total shareholders’ equity 1 128 565 511020
Provisions

Other provisions 18 — 306l
Total provisions — 306l
Long-term liabilities

Liabilities to credit institutions — 417
Subordinated debentures 20 — 3
Total long-term liabilities — 420
Current liabilities

Liabilities to credit institutions 417 | 667
Accounts payable — 30 371
Other liabilities 2169 3822
Subordinated debentures 20 3 10
Accrued expenses 19 4987 12 990
Total current liabilities 7576 48 860
Total equity and liabilities 1136 141 563 361
Assets pledged 23 10 569 1190
Contingent liabilities 24 94 307 32 000
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VALUATION PRINCIPLES

VALUATION PRINCIPLES

General accounting principles

The Company follows general advice, statements and recom-
mendations from standard-setting bodies. The accounting prin-
ciples are the same as the previous year, with the exception of
the Swedish Financial Accounting Standards Council Recom-
mendation |5 (RR15), which, as at January |,2001, is applied by
the Group. It is explained further under “Intangible assets".
Adjustment of previous years has been done in accordance
with the Swedish Financial Accounting Standards Council's
Recommendation 5 (RRS5). The Swedish Financial Accounting
Standards Council's Recommendations RR1:00 and RRI7 as
well as RRI5 have been applied in advance as of the financial
year 2001.

Consolidated accounts

The consolidated accounts include the parent company
CTechnologies AB and those companies in which the parent
company, directly or indirectly, at yearend owns more than
50% of the voting rights.

The consolidated accounts are drawn up in line with the
acquisition method. This implies that assets and liabilities of
acquired companies are shown at the market value according
to established acquisition analysis. Should the acquisition value
of shares in subsidiaries exceed the estimated value of the
company’s net assets according to the acquisition analysis, the
difference will be made up of Group goodwill, written off over
an estimated time of economic life. Deferred tax is calculated
at 28% of the difference between estimated market value of
assets and liabilities and taxable residual value to that which
the difference does not make up of the untaxed reserves. Only
profits occurring after the time of acquisition are included in
the Group’s profits and shareholders’ equity.

Internal sales, internal profits and internal transactions in the
Group are eliminated from the Group's accounts.

Minority shares in subsidiary profits and shareholders’
equity are eliminated from the Group's accounts.

C Technologies AB applies the current method of translat-
ing foreign subsidiaries’ accounts. This means that all the
subsidiaries assets and liabilities are translated according to the
closing day rate, whereas items in the income statement are
translated at the average rate. The translation differences that
occur are partly an effect of the difference between the
income statement's average rates and the closing day’s rates at
the end of the year and partly due to net assets being trans-
lated at different rates at year end compared to at the begin-
ning of the year. The translation rate differences are not carried
over to the income statement but directly to shareholders’
equity.

Income statement

Income is booked principally when all risks and rights asso-
ciated with the assignment have been transferred to the
buyer, normally in conjunction with delivery.
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Intangible assets

Effective as at January |,2001 the Swedish Financial Accounting
Standards Council principle 15 (RRI5) is applied by the Com-
pany. RR15 implies in brief that expenses for development of
new products are recorded as assets only if these expenses in
all probability will generate future income. The fact that RRI5
is applied by C Technologies implies that expenses are not
recorded as an asset until the new product enters the industri-
alisation phase. All costs prior to this are carried as a continu-
ous expense. Depreciation plans based on an economic life of
five years are started as from market introduction of the
respective product. Capitalised expenditure for patents and
brand names are managed correspondingly, with depreciation
plans of ten years. No market expenses have been capitalised.

Depreciation according to plan

Depreciation according to plan is based upon acquisition value
and estimated economic life of the assets, with consideration
to the following depreciation periods:

Patents |0 years
Goodwill 10 years"
Development expenses 5 years
Equipment and tools 5 years
Computer equipment and software 3 years?
Leasehold improvements 2-5 years?

I) Goodwill on consolidation resulted from the non-cash issue in
2001 when the outstanding minority share in the subsidiary
Anoto was acquired. The adopted depreciation period (10
years) is motivated primarily by the extent and contents of
Anoto’s patents, the scope of the company's agreements and
partnerships and the value put on Anoto in connection with the
said non-cash issue.

2) Capitalised computer software concerns CAD programs of
significant importance for current product development work.

3) Straight-line depreciation is carried out through the duration of
the respective leasing contracts, varying between two-five years.

Receivables and liabilities in foreign currencies
Receivables and liabilities in foreign currencies are translated at
the closing day rates, at which time unrealised exchanged gains

and losses are carried directly against the profits for the year

Accounts receivable
Accounts receivable are shown as net after provision for bad
debts. Provisions for bad debits are based on individual calculations

made with regard to expected bad debt losses.

Inventories

Inventories consisting of finished products and critical com-
ponents have been valued at the lowest of acquisition value
according to the first-in first-out principle (FIFO) and real value

(lowest value principle).

Pensions
All pension commitments have been taken over by insurance

companies.



N OTES — Amounts in SEK 000 unless otherwise stated. TSEK stands for SEK 000.

Note | Sales

The Group's sales per operating unit and market in 2001 were:

C Technologies Anoto WeSpot Total
Sweden 69 613 2259 310 72 182
Other EU 24929 774 43 25 746
USA 25 888 674 568 27 130
Other 31 146 — — 31 146
Total 151 576 3707 921 156 204
The Parent Company's sales to subsidiaries totalled TSEK 4 567 (19 318).
Note 2 Employees
2001 2000
Average number of employees Employees Of which male Employees Of which male
The Group 299 176 107 94
of which Parent Company 98 84 62 55
2001 2000
The Board, CEO Other The Board, CEOQ Other
Salaries and other remuneration and Deputy CEO employees and Deputy CEO employees
The Group 10 159 160 848 5919 46 401
of which Parent Company 2280 49 386 2 050 26 322
2001 2000

Social security and pension costs

Social security

Pension costs

Social security

Pension costs

The Group 48 495 23252 16 259 4535
whereof Board, CEO and deputy CEO | 541 827 | 099 663
Parent Company 5163 5251 9317 | 890
whereof Board, CEO and deputy CEO 748 185 702 306

Remuneration to CEO Mats Lindoff during the period totalled TSEK | 680. He also received the benefit of a free car and certain other
benefits. The period of notice given by the Company is twelve months and by the CEO 6 months. The maximum period of notice for other
senior executives is six months.

In accordance with the resolution by the general meeting of shareholders the Chairman of the Board received TSEK 50 and other
members TSEK 75 in remuneration for 2001. Board Members Orjan Johansson and Christer Johansson carried out fee-based consulting
services via their own companies for C Technologies AB and Anoto AB. Fees to Orjan Johansson totalled TSEK 2450 in respect of
Anoto AB and TSEK 50 in respect of CTechnologies AB and to Christer Johansson TSEK | 616 and TSEK 80 respectively.

Apart from the above stated periods of notice no commitments with regard to pensions or corresponding, neither for Members of the
Board nor for other senior executives, were made

Note 3 Auditors’ remuneration

Remuneration to auditors has charged the profits for the year by:
2001 2000

PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Auditing
Andersen 415 8l6 335 410
Other assignments
Andersen | 883 3090 2379 2383
Ohrlings PricewaterhouseCoopers | 834 | 834 = =
KPMG 188 188 — —
Total 4320 5928 2714 2793

Auditing assignments refer to the auditing of the annual report, the accounts and the administration by the Board of Directors and the CEQ.
Auditing assignments also include what the Company's auditors are required to perform, advise on, or other contributions resulting from
observations made during this auditing work or while carrying out these assignments. Other assignments refer to all other activities.
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VALUATION PRINCIPLES

Note 4 other operating income

2001 2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Exchange rate gains 8 388 8 983 [ 951 2 862
Rental income 4981 - - -
Other 3547 180 — —
Total 16916 9163 1 951 2 862
Note 5 other operating expenses
2001 2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Exchange rate losses 3618 3735 3 000 3517
Other — 746 — 2272
Total 3618 448l 3 000 5789
Note 6 Depreciation
Depreciation of tangible and intangible fixed assets are part of the income statement’s sub-items as follows:
2001 2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Selling expenses 2207 I'l567 834 | 290
Administrative expenses | 975 4336 955 173
Research and development expenses 3916 7 639 2 88l 3527
Total 8098 23 542 4670 5990
Note 7 Income from participation in Group companies
2001 2000
THE GROUP
Group profit in the minority-directed
new share issue in Anoto AB 49 377 23 188
Group profit in the minority-directed
new share issues in VWeSpot AB 18 833 4 450
Total 68210 27 638

Note 8 Group contribution received

The Parent Company previous year received a Group contri-
bution of TSEK 3 583 from the subsidiary C Technologies
Intressenter AB.This was booked directly against shareholders’
equity.

Note 9 Taxes

The tax effect due to Group contribution received was TSEK
| 003 in the Parent Company

The Group have tax losses carried forward that amounted to
TSEK 120 660 until 2001's taxation. Taking 2001's tax deficit of
TSEK 167 408 into account, the combined loss carried forward
is TSEK 288 068 at Dec. 31,2001.The value of these losses car-
ried forward is TSEK 80 659.The deferred tax recoverable has
not been recorded at any value in the Parent Company’s bal-
ance sheet.
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The Group has tax losses carried forward that amounted to
TSEK 184 464 until 2001’s taxation. Taking 2001's tax deficit of
TSEK 548 440 into account, the combined loss carried forward
is TSEK 732 904 at Dec. 31,2001.The value of these losses car-
ried forward is TSEK 205 213.The deferred tax recoverable has
not been recorded at any value in the consolidated balance
sheet. Tax on profit for the year refers to foreign subsidiaries.



Note | O Capitalised expenditure for research and development work

DEC 31,2001 DEC 31,2000

PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Accumulated acquisition value
Acquisition value brought forward in accordance
with the adopted balance sheet for the previous year 58 896 87 455 34 369 37 570
Effect of changed accounting principle —-50790 —79 349 —29942 -33 143
Acquisition value brought forward adjusted in
accordance with new accounting principle 8 106 8 106 4427 4427
Acquisitions for the year 13270 24 622 3679 3679
Intra-group transfer Dec. 31,200 -21376 — — —
Accumulated acquisition value carried forward — 32728 8 106 8 106
Accumulated depreciation according to plan
Depreciation brought forward in accordance
with the adopted balance sheet for the previous year — || 854 — 11854 —4853 —4853
Effect of changed accounting principle 10 804 10 804 4853 4 853
Depreciation brought forward adjusted in accordance
with new accounting principle — 1050 — 1050 = =
Depreciation according to plan for the year — 1700 — 1 700 — 1050 — 1 050
Intra-group transfer Dec. 31,200 2 750 — — —
Accumulated depreciation carried forward — -2750 — 1050 - 1050
Residual value according to plan carried forward — 29 978 7 056 7 056

In accordance with the stated accounting principles, effective as of Jan. |, 2001, the Swedish Financial Accounting Standards Council
principle 15 (RR 15) is applied by the Group. With regard to the transitional regulations of this principle a total of TSEK 68 545
(residual value according to plan) has been written down against equity of which TSEK 39 986 (residual value according to plan)
regards the Parent Company.

Note | | Patents

DEC 31,2001 DEC 31,2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP

Accumulated acquisition value
Acquisition value brought forward 6299 12 430 3053 3946
Acquisitions for the year 4 864 18780 3246 8 484
Intra-group transfer Dec. 31,2001 — 11163 — —
Accumulated acquisition value carried forward — 31210 6299 12 430
Accumulated depreciation according to plan
Depreciation brought forward according to adopted
balance sheet for the previous year - 1016 - 1016 — 403 —403
Depreciation according to plan for the year — 883 -2752 -613 -613
Intra-group transfer Dec. 31,2001 | 899 — — —
Accumulated depreciation carried forward — —-3768 - 1016 - 1016
Residual value according to plan carried forward — 27 442 5283 11414
Note |2 Goodwil

2001 2000

THE GROUP

Accumulated acquisition value
Acquisition value brought forward 930
Acquisitions for the year 381 301 930
Disposal for the year -930
Accumulated acquisition value brought forward 381 301 930
Accumulated depreciation according to plan
Depreciation brought forward —93
Disposal for the year 93
Depreciation according to plan for the year — 6355 -93
Accumulated depreciation carried forward — 6355 -93

Residual value according to plan carried forward 374 946 837




VALUATION PRINCIPLES

Note |3 Equipment and tools

DEC 31, 200I DEC 31,2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Accumulated acquisition value
Acquisition value brought forward 10539 24277 4813 4918
Acquisitions for the year 10276 31 342 5726 19 359
Intra-group transfer Dec. 31,2001 -20815 — — —
Accumulated acquisition value carried forward — 55619 10 539 24 277
Accumulated depreciation according to plan
Depreciation brought forward —3382 -4 609 - 1192 - 1192
Depreciation according to plan for the year -4 621 — 11 84l -2190 -3417
Intra-group transfer Dec. 31,2001 8 003 — — —
Accumulated depreciation carried forward — — 16 450 -3382 —4 609
Residual value according to plan carried forward — 39 169 7157 19 668
Note |4 Computer software
DEC 31, 200| DEC 31,2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP

Accumulated acquisition value
Acquisition value brought forward 2 487 2487 2352 2 352
Acquisitions for the year [ 201 9428 135 135
Intra-group transfer Dec. 31,2001 — 3688 — — —
Accumulated acquisition value carried forward — 11915 2 487 2 487
Accumulated depreciation according to plan
Depreciation brought forward — | 659 — | 659 — 842 — 842
Depreciation according to plan for the year —8%4 —89%4 -817 -817
Intra-group transfer Dec. 31,2001 2 553 — — —
Accumulated depreciation carried forward — —2553 — 1 659 — | 659
Residual value according to plan carried forward — 9 362 828 828
Note |5 Participation in Group companies

DEC. 31,2001 DEC. 31,2000
Opening balance 131 747 31 053
Submitted shareholders’ contribution 254 827 2 362
Acquisitions for the year 381 301 102 097
Sales for the year - 929 —715
Opening accumulated write-downs — —3050
Closing balance 766 946 131 747

Total number

Share of capital and

Shareholders'

Company name Org. Reg No. Registered office of shares voting rights, % equity Booked value
WeSpot AB 556576-5822 Lund | 000 000 54.7 5669 2797
Anoto AB 556573-881 | Lund 377 764 350 100.0 67 464 725 843
CTechnologies
Intressenter AB 556586-1670 Lund I 000 100.0 — 8266 38 206
C Pen AB 556591-2481 Lund I 000 100.0 99 100
766 946
The following companies form part of CTechnologies' sub-group:
CTechnologies US, Inc. USA « Anoto, Inc., USA ¢ Anoto Nippon KK. Japane Anoto Ltd., Hong Kong
Note |6 Prepaid expenses and accrued income
DEC 31,2001 DEC 31,2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Prepaid rents 627 6 067 2522 2522
Prepaid leasing charges 14 5 106 22 22
Patent insurance premiums — — 858 | 624
Accrued interest income 315 333 | 637 | 745
Accrued income — I1020 — —
Other 784 4 358 2677 3898
1 740 16 884 7716 98Il
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Note |7 shareholders Equity

Share premium Statutory Loss brought Net loss for
PARENT COMPANY Share capital reserve reserve forward the year Total
Equity brought forward Jan. |,2001
pursuant to the adopted balance sheet
for the previous year 907 673 286 2 057 —29 969 - 95275 551 006
Effect of change of accounting principle — 39986 —39986
Equity brought forward Jan. |, 2001
adjusted pursuant to the new accounting
principle 907 673 286 2 057 — 69 955 —95 275 511020
Allocation of last year's loss — 125244 29 969 95 275 =
Exercised options March [ 974 975
Cash issue October 346 449 654 450 000
Non-cash issue October 277 346 739 347016
Issue expenses - 12638 — 12638
Net loss for the year — 167 808 — 167 808
Equity carried forward Dec. 31,2001 I 531 1332771 2 057 —39 986 — 167 808 1 128 565
The number of shares and their nominal value have changed during the year as follows:
Increase in Number Nominal

number of shares of shares value/share
Registered opening balance Jan. |,2001 45 343 870 0.02
New share issue reg. March 9, 2001 50 000 45 393 870 0.02
New share issue reg. Dec. 3,2001 |7 307 692 62 701 562 0.02
New share issue reg. Dec. 19,2001 13825 339 76 526 901 0.02
Registered closing balance Dec. 31,2001 76 526 901 0.02

Restricted Accumulated

THE GROUP Share capital reserves deficit Total
Equity brought forward Jan. |,2001 pursuant to
the adopted balance sheet for the previous year 907 675 874 - 173 726 503 055
Effect of change of accounting principle — 68 545 — 68 545
Minority share 3979 3979
Equity brought forward Jan. |,2001 adjusted
pursuant to the new accounting principle 907 675 874 —238292 438 489
Allocation of last year's loss — 127 203 127 203 —
Non-cash issue 277 346 739 347016
New share issue 346 449 654 450 000
Issue expenses — 12638 — 12638
Exercised options March [ 974 975
Subordinated debentures with warrants | 733 | 733
Minority share of items accounted against
shareholders' equity in subsidiaries - 573 - 573
Minority share of loss for the year not
accounted through income statement 16928 16928
Translation difference " —2286 —2286
Net loss for the year — 440 681 — 440 681
Equity carried forward Dec. 31,2001 | 531 | 335133 -537 701 798 963

| Translation difference brought forward Jan. |,200| amounts to TSEK —98 and the accumulated translation difference Dec. 31,200 amounts to TSEK -2 384

Note |8 other provisions

DEC 31,2001 DEC 31,2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Guarantee provisions — 300l 306! 306l
Note |9 Accrued expenses
DEC 31,200 DEC 31,2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Holiday pay liability 608 12 720 2 646 4924
Social security liabilities | 697 7516 | 879 3924
Payroll tax | 447 4 849 453 558
Staff reduction expenses — 7793 — —
Marketing expenses — 6577 — —
Other | 235 27 009 8012 13 144
4987 66 464 12 990 22 550
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VALUATION PRINCIPLES

Note ZO Subordinated debentures

Within the framework of an options program, the Parent
Company and certain subsidiaries have since 1998 issued dif-
ferent types of warrants.

On December 31,2001 atotal of | 059 425 warrants issued
in 1999 and 2000 remained in the Parent Company, each con-
ferring the holder with the right to subscribe for one new share
at a subscription price ranging from SEK 75 to SEK 300.

At the Annual General Meeting 200! the issuance of a
promissory note with a total of | 639225 detachable warrants
to the subsidiary C Technologies Intressenter AB was author-
ised. These warrants form the basis of a staff warrants program
directed at the Company's employees, conferring the holder of
one warrant the right to subscribe for one new share in the
Parent Company at a subscription price of SEK 75.These war-
rants may be exercised in increasing numbers every year from
2002 through 2005.

Should all outstanding warrants be exercised, the Parent
Company’s share capital will be increased by SEK 53973, im-
plying a 3.5% dilution of the current shares.

In the subsidiary Anoto AB there was, as at December 31,
2001, a total of 847 484 outstanding warrants, each conferring
the holder with the right to subscribe for 50 new shares in
Anoto AB at a subscription price ranging from SEK 3.20 to
SEK 8.20.

In the subsidiary VWeSpot AB there was, as at December 31,
2001 a total of 155000 warrants, each conferring the holder
with the right to subscribe for one new share in the company.
The final day of exercising said warrants occurs between June 30,
2002—December 31, 2003 inclusive, at subscription prices
ranging from SEK 50 to SEK [25.

Note 21

Convertible debt

After the turn of the year, based on authorisation granted by
the Extraordinary General Meeting on January 16,2002, a total
number of 5 1707 |4 warrants were issued, each conferring the
holder with the right to subscribe for one share in C Tech-
nologies AB. These warrants will be utilised in exchange for
shares which, in accordance with the above, may be subscribed
for in the subsidiary Anoto AB by exercising outstanding
warrants. This exchange is based on agreements with holders
of warrants in Anoto AB, whereby the said holders have
undertaken to, subsequent to subscription for shares in Anoto,
exchange these shares for shares in C Technologies AB. This
exchange is based on the same exchange ratio that was applied
to C Technologies and Anoto, underlying the non-cash issue
through which the Parent Company acquired Ericsson’s minor-
ity share in Anoto AB in the fourth quarter 2001.

Full utilisation of the latter implies an increase of the share
capital by SEK 103414, corresponding to a 6.8% dilution of
the current shares.

At the Extraordinary General Meeting on January |6, 2002
it was further resolved to authorise the Board to issue warrants
to be exercised for an optional salary relinquishment program
directed at employees, whereby a salary cut for a maximum
period of |8 months will entitle the employee to acquire such
warrants at market price. The offer comprises a number of
programs, with a lifetime of two and three years, respectively,
and at a subscription price ranging from SEK 46 to SEK | 36.

When the offer expires a total of | 856440 warrants have
been acquired. Fully exercised they will imply an increase of the
share capital by SEK 37 129, corresponding to a 2.4% dilution
of current shares.

The subsidiary WeSpot AB has issued a convertible debt to
minority shareholder Stiftelsen Industrifonden for SEK'5 000 040
at an interest rate corresponding to the Swedish official dis-
count rate in force at the time in question.The term of the con-

Note 22 Significant leasing costs

vertible debt is December 31, 2003 inclusive and the conver-
sion rate is SEK 60. At conversion the holder can consequent-
ly subscribe for 83 334 new shares in VWeSpot AB, correspond-
ing to a 4.6% dilution of the current shares in WeSpot AB

Pursuant to a lease agreement the Group has the use of com-
puter equipment at a calculated acquisition value of SEK
27 941.The leasing costs in 2001 amounted to SEK 6 162.The
remaining leasing costs amount to SEK 13 971 for 2002 and to
SEK'7 808 for 2003.

Note 23 Assets pledged

In addition to the above-mentioned computer equipment
the extent of equipment used within the scope of the lease
agreement is immaterial in monetary terms.

The Group's commitment in respect of rented premises is
SEK 132 495 for 2002 through 2006.

DEC 31,2001 DEC 31,2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Blocked bank account 569 7 622 | 190 | 190
Chattel mortgages 10 000 10 000 10 000 10 000
10 569 17 622 11190 11190

Note 24 Contingent liabilities

DEC 31,2001 DEC 31,2000
PARENT COMPANY THE GROUP PARENT COMPANY THE GROUP
Purchase commitment 55 000 32 000 32 000
Guarantee commitment for subsidiaries 94 307 94 307 — —
94 307 149 307 32 000 32 000
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Audit report

To the annual general meeting of the shareholders of C Technologies AB (publ),
Corporate identity number 556532-3929

We have audited the annual accounts, the consolidated accounts, the accounting records and the
administration of the board of directors and chief executive officer of CTechnologies AB for 2001.
These accounts and the administration of the company are the responsibilities of the board of
directors and the chief executive officer. Our responsibility is to express an opinion on the annual
accounts, the consolidated accounts, and the administration, based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in Sweden.
Those standards require that we plan and perform the audit to obtain reasonable assurance that
the annual accounts and consolidated accounts are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
accounts. An audit also includes assessing the accounting principles used and their application by
the board of directors and the chief executive officer; as well as evaluating the overall presentation
of information in the annual accounts and consolidated accounts. As a basis for our opinion con-
cerning discharge from liability, we examined significant decisions, actions taken and circumstances
of the company in order to be able to determine the liability, if any, to the company of any board
member or the chief executive officerWe also examined whether any board member or the chief
executive officer has, in any other way, acted in contravention of the Swedish Companies Act, the
Annual Accounts Act or the Articles of Association.We believe that our audit provides a reason-
able basis for our opinion set out below.

The annual accounts and the consolidated accounts have been prepared in accordance with the
Swedish Annual Accounts Act and, thereby, give a true and fair view of the company's and the
group’s financial position and results of operations, in accordance with generally accepted account-
ing principles in Sweden.

We recommend to the general meeting of shareholders that the income statements and
balance sheets of the parent company and the group be adopted, that the accumulated deficit of
the parent company be dealt with in accordance with the proposal in the directors’ report and
that the members of the board of directors and the chief executive officer be discharged from

liability for the financial year.

Malmo, March 15,2002
Arthur Andersen AB

Per-Arne Pettersson
Authorised Public Accountant
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THE BOARD OF DIRECTORS AND SENIOR EXECUTIVES

THE BOARD OF DIRECTORS

Nils Lyung

Nils Ljung, born 1948
Chairman of the Board

Other positions: Chairman

of ComMet. Board member

of Anoto, Precise Biometrics,
Remium and others.

Board member since 1997.
Shareholding: 800 000 shares in
CTechnologies.

Christer Fahraeus, born 1965
Board member, Company Founder
Other positions: Board member of
Anoto, WeSpot, CellaVision, Precise

Biometrics, Centrecourt and Growinlife.

Board member since 1996.
Shareholding: 6 952 870 shares and
72 000 warrants in CTechnologies
and warrants in Anoto corresponding
to 127 535 shares in CTechnologies.

Lars Berg, born 1947

Board member

Other positions: Chairman of the
Board of Net Insight, board member
of Anoto, Telefénica Mdviles, Eniro,
Carnegie, Ratos, Schibsted, Ledstiernan
and others.

Board member since 2000.
Shareholding: 10 000 shares and

100 000 call options in CTechnologies
and warrants in Anoto corresponding
to 152 597 shares in CTechnologies.
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ér_)an Johansson

Christer Fdhraeus

Lars Berg

Nils Rydbeck, born 1946

Board member

Urban Jansson, born 1945
Board member

Other positions: Chairman of the Other positions: Anoto, Axis, Ericsson
Board of Plantagen, Proffice and
others. Board member of Addtech,
Anoto, Ahlstrom Corp, Pyrosequencing,
SEB and others.

Board member since 2000.
Shareholding: 3 000 shares and

150 000 call options in CTechnologies.

Technology Licensing Company, Board
of NCSU School of Management.
Board member since 2000.
Shareholding: 5 000 shares in
CTechnologies.

Christer Johansson, born 1953
Board member

Other positions: Chairman of Anoto
Nippon KK and Svenska Elektronik-
Férbundet. Board member of Anoto
AB, Anoto Communications Ltd.
Board member since 2000.

AUDITOR

Per-Arne Pettersson,
born 1959

Authorised public accountant
Arthur Andersen AB, Malmé.
Auditor of CTechnologies
since 2000.

Shareholding: Warrants in Anoto
corresponding to 61 039 shares in
CTechnologies.

Orijan Johansson, born 1960
Board member

Other positions: Chairman of Anoto
AB. Board member of IT Oresund,
Teknopol and others.

Board member since 2000.
Shareholding: 122 500 shares and

350 000 call options in CTechnologies
and warrants in Anoto corresponding
to 152 597 shares in CTechnologies.



Christer Johansson

T

Supplementary information

Ni| Rydeck

* The recorded shareholding includes, where appro-
priate, family holding and holding via proprietary
companies.

» Holders of warrants in Anoto AB have entered an
agreement with CTechnologies AB implying that
shares subscribed for in Anoto AB based on said

warrants will be exchanged simultaneously for

SENIOR EXECUTIVES

shares in CTechnologies AB. At such an exchange
one new share in CTechnologies AB will corres-
pond to 8.1915 shares in Anoto AB.This exchange
ratio fully reflects the valuation basis of CTechnolo-
gies AB in relation to Anoto AB in connection with
the non-cash acquisition of Ericsson's minority

share in Anoto AB in the fourth quarter 2001.

Mats Lindoff,

born 1961
CEO CTechnologies AB

Employed since 2000
Shareholding: 300 shares,
127 000 warrants and
100 000 call options in

C Technologies and war-

rants in Anoto corres-
ponding to 152 597 shares
in C Technologies.

Christer Fahraeus,

born 1965
CEO Anoto AB
Deputy CEO C Technologies AB

Employed since 1996
Shareholding: 6 952 870
shares and 72 000 warrants
in C Technologies and
warrants in Anoto corres-
ponding to 127 535 shares
in C Technologies.

Lars Holmgqyvist,

born 1955

CEO WeSpot AB

Employed since 1999
Shareholding: 100 000
warrants and 19 400 shares
in WeSpot AB.

Johan Boman,

born 1957

CFO

Employed since 1999
Shareholding: 84 000 shares
and 21 500 warrants in

C Technologies and
warrants in Anoto corres-
ponding to 12 208 shares
in C Technologies.




GLOSSARY

Algorithm
A calculation method, a pattern for solving
a problem.

ADK (Application Development Kit)
Anoto ADK consists of two parts, one Soft-
ware Development Kit, aimed at software
developers and one Graphical Design Kit,
aimed at graphical designers.

The ADK development tool enables
partners to develop their own applications/
services based on Anoto functionality.

ARGUS™ (System-on-a-chip ASIC,
see below) Is an an energy-efficient, high
performance micro controller and image
processor for embedded systems used
for example in digital pens, digital cameras
and mobile phones.

ARIPOS™ (Advanced Realtime Image
Processing) The Company's proprietary
operating system.The trademark
ARIPOS™ owned by CTechnologies.

ASCII (American Standard Code

of Information Interchange) De facto
global standard governing how computers
represent upper and lower case letters,
digits and punctuation.

ASIC (Application Specific Integrated
Circuit) Integrated circuit (chip) specially
constructed for a specific purpose.

Bluetooth™

Data packet technology for high-speed
wireless communication over short dis-
tances. Bluetooth™ is a registered trade-
mark owned by the telephone company
LM Ericsson.

BzMate

Further development of C-Pen, combining
the functionality of C-Pen with a miniatur-
ised digital camera with wireless communi-
cation (Bluetooth).

CCTYV (Closed Circuit Television)
A surveillance camera system.

Chatpen™

Anoto offers hardware licenses for digital
pens for; among others, mobile phone
producers, who may develop and market
the pens under their own names.

The First digital pen on the market will be
Chatpen™ from Sony Ericsson.

CommuniCam MCA-10

A digital camera connected directly to
Sony Ericsson’s mobile phones. Communi-
Cam makes it possible to send images via
the mobile phone to an e-mail address or
save them in a virtual photo album.
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C Write®

A program in the C-Pen enabling writing
with the pen.The trademark is owned by
CTechnologies.

C-Pen®

Trademark owned by CTechnologies AB
for the company’s main produc C-Pen,
the digital pen.

Face Recognition
Application for WeSpot camera, used to
identify people by observing their faces.

GPRS (General Packet Radio Services)
European packet switched data standard,
improving the mobile phones' ability to
handle Internet, e-mail, traffic information,
etc. The standard was originally produced
for the GSM network.

Graphicale-mail and Graphical SMS
Handwritten e-mail and fax, sent directly
from a paper enabling Anoto functionality.
The message is sent by use of a digital pen
enabling Anoto functionality, for example
via a mobil phone, and is presented in the
recipient’s phone, fax or computer as an
exact copy of the handwritten message.

i-mode
A transmission protocol for mobile data
communication used in Japan.

ICR (Intelligent Character Recognition)
Computer software that interprets human
handwriting.

Infrared port
A unit that handles infrared data
transmission (wireless).

Intelligent Intrusion Sensor
Application for the WeSpot camera,
that recognises unauthorised objects
or movements and enables automatic

intelligent alarms by visual identification.

IP (Internet Protocol)

The standard that defines the information
units which pass between the host com-
puters and packet switched networks
which the Internet constitutes. The Inernet
protocol forms the foundation for packet
switching via the Internet.

Reading Eye

CTechnologies' name for a component
which allows reading and interpretation
of text and pictures.

MMS (Multimedia Messaging Services)
Service enabling messages including text,
pictures, sounds and video clips to be
transmitted between mobile phones.

Nurse Sensor

Application for the WeSpot camera,
which is a new type of sensor for home
environments, developed to create a safer
environment for the elederly and disabled.

OCR (Optical Character Recognition)
A system that recognises and converts
printed text into ASCII.

OEM (Original Equipment Manufactur-
ing) Manufacturing something which
another company then sells in its own
name.An OEM distributor is allowed to
sell other manufacturers’ products under
its own name.

PICODOUS™
A cost-effective chip developed for
Bluetooth ™communication.

PIR detector (Passive Infrared
Detector) A device which detects
movements via heat radiation.

Protocol

A set of rules and conventions for how
messages are to be formatted when they
are transmitted between two points of
communication within a computer system
or in a communication network.

SDK (Software Development Kit)

The name of the development environment
which is needed in order to write pro-
grams for a certain operative system
(ARIPOS for example).

Smart Door Opener

Application for the WeSpot camera to
control automatic doors, at lower cost,
with simplified installation, increased se-
curity and intelligent door automation with
reduced energy consumption and ware.

SMS (Short Message Services)

The method used in GSM telephones

for sending short text messages to mobile
phones.

UMTS (Universal Mobile Telecommuni-
cations System) Third generation mobile
phone system, enabling higher data
transmission speed and new services.

WAP (Wireless Application Protocol)
Transmission protocol for mobile data
communication.



DEFINITIONS

Average number of employees
Average number of employees during
the year.

Capital employed

Balance sheet total minus non-interest
bearing provisions and liabilities, including
deferred tax liabilities.

Cash flow per share

Cash flow for the year in relation to the
weighted average number of shares during
the year.

Earnings per share

Earnings after taxes in relation to the
weighted average number of shares during
the year.

Equity/assets ratio
Shareholders’ equity, including minority,
as a percentage of balance sheet total.

Addresses

CTechnologies AB Anoto AB
Scheelevégen 19C

SE-223 70 Lund

Scheelevégen 19C
SE-223 70 Lund

Gross margin

Gross profit as a percentage of financial
year's net sales. Gross profit is defined as
net sales minus cost of goods sold.

Interest coverage ratio

Profit/loss after net financial items increased
by interest expenses as a percentage of
interest expenses.

Net debt
Interest bearing liabilities with deductions
for liquid assets and current investments.

Net debt/equity ratio

Net liabilities divided by shareholders'
equity including minority.

Operating margin

Operating profit/loss after depreciation
as a percentage of operation’s net sales.

Profit margin
Profit/loss after net financial items
as a percentage of operation’s net sales.

WeSpot AB
Scheelevdgen 19C
SE-223 70 Lund

Return on capital employed

Profit/loss after net financial items increased
by interest expenses as a percentage of
average capital employed.

Return on equity
The profit/loss for the year as a percentage
of average shareholder’s equity.

Sales growth
Increase of net sales as a percentage
of previous year's net sales.

Sales per employee
Net sales in relation to the average number
of employees.

Shareholders’ equity per share
Shareholders’ equity in relation to
the number of shares at year-end.

Share of risk-bearing capital
Shareholder's equity, minority and deferred
tax at year-end as a percentage of balance
sheet total.

Anoto Ltd.
3606, Two Exchange Square
8 Connaught Place

Phone +46 (0)46 540 10 00 Phone +46 (0)46 540 12 00 Phone +46 (0)46 540 14 00
Fax +46 (0)46 54010 01 Fax +46 (0)46 54012 02 Fax +46 (0)46-540 14 02
Anoto AB Anoto Inc. Anoto Nippon K.K

Master Samuelsgatan 56,
3rd floor

SE-111 21 Stockholm
Phone +46 (08) 410 78 500
Fax +46 (08) 410 78 501 (02)

www.anotogroup.com

470 Totten Pond Road
Waltham, MA 02451
USA

Phone +1-781 622 3988
Fax +1-781 890 3361

7F Dai-3 Nishi Aoyama Bldg,
1-8-1 Shibuya, Shibuya-ku,
Tokyo, Japan 150-0002
Phone +81 (0)3-5774-1212
Fax +81 (0)3-5774-1211

Central, Hong Kong
Phone +852 2801 0188
Fax +852 2801 0123



