


















































































The board of directors and CEO for Precise Biometrics AB (publ), corporate identity number
556545-6596 based in Lund, Sweden, hereby submit the annual report and consolidated finan-
cial statement for the 2002 financial year.

O P E R AT I O N S
Precise Biometrics develops and markets products for fingerprint-based authentication.
Operations are based on in-house-developed technology for fingerprint identification, Precise
BioMatchTM. Precise Biometrics has products for IT security, physical access control systems and
integrated solutions, and in concert with select partner companies, the company offers custo-
mers convenient, secure and cost-effective solutions that can replace keys, PIN codes, and
passwords. Customers today include companies, organizations and authorities that put high
demands on security, user-friendliness and the maintaining of personal integrity for the private
individual.

The company’s technical development has been focused on fingerprint identification combi-
ned with smart cards. This technology, Precise Match-on-CardTM, further increases security by
making it possible to store a fingerprint on a smart card and for the stored information to be
compared (matched) with the cardholder’s fingerprint without the fingerprint ever having to
leave the card.  Precise Biometrics’ technology and products have achieved a leading position
within this area, and the goal is to make Precise Match-on-CardTM a world standard by encoura-
ging leading smart card manufacturers to integrate the technology into their cards. 

PAT E N T S
With its patent strategy, the company aims to secure rights in proprietary technology, to build
structural capital for future business or transactions and to preserve its ability to obstruct compe-
titors. Patent applications are made primarily in Europe, in the US and, in some cases, in larger
countries in Asia. In 2002, Precise Biometrics’ newly acquired and registered patents included
the world’s first patent for match-on-card. 

The company presently has seven patents, six of which are registered in Sweden and one in
the US. Patent applications have been submitted for nine further inventions. 

M A R K E T I N G  A N D  S A L E S
Interest in security continues to be very strong, and biometrics is becoming increasingly impor-
tant as a component in security solutions. Precise Biometrics’ leading position within “match-
on-card” has helped the company become involved in a number of projects where several diffe-
rent suppliers are collaborating to equip the customer with a single complete highly advanced
security system. The company’s IT security products made up the lion’s share of sales for the
year, and the predominant market in geographic terms was the US.

During the year, sales of the company’s products for physical access control systems have been
negatively affected, primarily because sales under a distribution agreement with NexWatch have
not taken off as projected. 

During the year, Precise Biometrics has received two particularly interesting orders. One came
from an American Fortune 100 company within the financial sector, together with a partner
company Saflink, and the other came from the US Treasury, together with American system
integrator, MAXIMUS.

On the Scandinavian market, the year was notable for Precise Biometrics’ collaboration with
Scandinavian IT Group and the partners’ joint customer project within SAS Airlines, where an
evaluation of a check-in solution involving fingerprints is ongoing. A second customer project
was that with Stockholm municipal schools, where a solution involving Precise Biometrics’
fingerprint readers was selected to administer login to the schools’ joint computer network. 

Within the area of smart ID cards, the company extended its partnership with ActivCard™,
one of the leading suppliers of software for identity administration. The extended partnership
means that ActivCard will license and integrate Precise Biometrics’ software Precise BioMatch™
Pro and Precise BioMatch™ J in its proprietary software ActivCard Gold 2.2.  
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S A L E S  A N D  B O T T O M  L I N E
The bottom line for the Group during the financial was SEK -73.6 million (-68.1). Net sales for
the financial year totaled SEK 22.5 million (14.1). 

The bottom line for the financial year was negatively affected by a few established customer
projects that have been postponed, delays that have arisen in certain new business dealings, and
quality shortcomings in the production process suffered by the company’s physical access products.

During the third quarter, the company carried out a cost reduction program, that has reduced
the company’s current costs by 30% compared with the average level during the first quarter of
2002. Among other remedial measures, there were staff cutbacks of twelve people altogether.
The cost reduction program was fully implemented during the fourth quarter. 

As an effect of the gradual cost adaptations during the autumn 2002, the company anticipates
operating costs resting at SEK 4.5 million per month, starting the first quarter 2003.

Gross margins for the financial year totaled 32.5% before adjustments for depreciation of
inventory.  

F I N A N C I N G  A N D  L I Q U I D I T Y
Equity amounted, as of December 31, 2002, to SEK 67.2 million (82.6), and the equity/share
ratio totaled SEK 17.00 (23.43) before dilution by new subscription carried out under subscrip-
tion options. The company’s liquid funds at the close of the financial year was SEK 28.0 million
(38.7).

During 2002, two new share issues were carried out. In January, the company brought in SEK
27.7 million after issue costs and redemption of options of SEK 3.2 million. In December, the
company brought in SEK 28.0 million after issue costs. The majority of the emission capital was
brought in during December 2002 and the rest at the beginning of January 2003. 

I N V E S T M E N T S
During the financial year, the group made investments of SEK 0.4 million (3.0) in fixed capital
assets, primarily computer equipment. 

Capitalization of development work
During the financial year, expenses for development work have been capitalized in the order of
SEK 6.4 million (11.8). Depreciation and write-down of capitalized development work are pro-
gressing according to plan and totaled, during the financial year, SEK 7.7 million (5.0).
Depreciation of patents and capitalized computing fees totaled, during the financial year, 
SEK 872 thousand (363) and SEK 151 thousand (63) respectively. 

E M P L O Y E E S
The average number of employees in the group was 60 (48 men and 12 women). 
As of December 31, 2002, the number of employees totaled 47 (66). The decrease is a conse-
quence of the cost-savings program that was implemented during the year. 

S H A R E S
The company stock has been listed on the Stockholm Stock Exchange O-list since October 3,
2000. The number of shareholders, as of December 31, totaled 3,185. The total number of sha-
res at end of the financial year was 3,956,700. The number of outstanding subscription options
at the same point in time was 110,000, which corresponds to a maximal potential dilution of
0.92% (before adjustment for the new share issue in December 2002). During the financial year,
the average turnover per day was SEK 298 thousand, and the listed share price ranged between
SEK 117.00 and SEK 6.00 (not adjusted for the new share issue in December 2002).

During the fourth quarter, the company issued new shares with preferential rights for existing
shareholders. The new shares were registered after the end of the financial year, and trading with
the new shares began January 21, 2003. The number of shares increased by 7,913,400 from
3,965,700 shares to 11,870,100.

W O R K  O F  T H E  B O A R D  O F  D I R E C T O R S
The board, which consisted during the year of six ordinary representatives, has held 22 meetings
in 2002 at which minutes were kept. Issues dealt with during the year include strategy and long-
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term focus, financing and interim and annual reports. In addition to these meetings, the chair-
man and other board representatives have maintained continual contact with officers in the 
company, primarily the CEO and CFO, but also with business area managers. 

The board receives continual reports about the company’s profitability and position.  The
board’s rules of procedure contain rules and guidelines about the distribution of work between
the board and the CEO and instructions regarding financial reporting.

Two of the company’s largest private owners, Christer Fåhraeus and Nils Bernhard, have been
commissioned to prepare nominations for the company’s board of directors. This commission
includes consulting major institutional shareholders of the company.

E V E N T S  O C C U R R I N G  S I N C E  T H E  E N D  O F  T H E  
F I N A N C I A L  Y E A R
Precise Biometrics was chosen, together with the members in the BearingPoints project group, to
participate in the third and final biometrics evaluation of the US Department of Defense’s
Common Access Card project. Common Access Card is the term used for the US DoD’s univer-
sal ID card, which will comprise over four million cards over the next two years. The evaluation
concerns so-called non-contact smart cards with biometrics for physical access control. 

F U T U R E  D E V E L O P M E N T
Interest in security solutions based on biometrics continues to grow. Precise Biometrics’ products
are technically on the cutting edge and properly positioned to achieve sales growth in the market
segments where the company is active – US and European government agencies, telecom, ban-
king and finance, and healthcare. The company has smoothly functioning and well-established
partnerships and a strong patent portfolio, primarily within the strategic Match-on-Card field.
During 2003, Precise Biometrics will build upon its success in the customer segment “US
Government” and increase its efforts in the American market to enter new customer segments. 

The company estimates that the positive trend in order intake during the latter half of 2002
and a continued strict cost control philosophy will afford solid prospects for a profitable future.

As the company’s core technology – Precise Match-on-CardTM, Precise BioMatchTM, and
Precise BioCoreTM – wins market acceptance, revenues from license sales will gradually constitute
an increasing proportion of the total revenue. 

P R O P O S E D  D I S P O S I T I O N  O F  A C C U M U L AT E D  D E F I C I T
Group
According to the consolidated balance sheet, the Group’s unrestricted shareholders’ equity was
SEK -89.6 million. No transfer to restricted funds is proposed.

Parent company
The following is at the disposal of the shareholders’ meeting:

Accumulated deficit, SEK -8,679,000
Year’s losses, SEK -63,749,923
Total accumulated deficit, SEK -72,428,923

The board and the CEO propose that the 
accumulated deficit be treated as follows:
Reduction of the share premium reserve, SEK -72,428,923
Carried forward, SEK 0

-72,428,923
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INCOME STATEMENT

(Figures in thousands SEK) Note Group Parent company
2002 2001 2002 2001

Net sales 2 22,469 14,097 24,693 14,821
Cost of goods sold 3 -19,334 -10,410 -18,875 -10,685

Gross profit 3,135 3,687 5,818 4,136

Selling expenses        -38,023 -38,196 -30,394 -32,286
Administrative expenses -8,415 -7,450 -8,414 -7,449
R&D costs 8 -28,394 -29,012 -28,394 -29,012
Items affecting comparability                            0 -825 0 -825
Other operating income          299 560 299 560
Other operating expenses 9 -2,970 -78 -2,970 -78

Operating profit/loss 4-8 -74,368 -71,314 -64,055 -64,954

Result from financial investments
Interest income and similar profit/loss items 10 952 3,636 1,139 3,755
Result from participations in group companies 11 0 0 -692 0
Interest expense and similar profit/loss items 12 -191 -465 -142 -468

761 3,171 305 3,287

Loss after financial items -73,607 -68,143 -63,750 -61,667

Deferred tax 13 -4 30 0 0

Loss for the period -73,611 -68,113 -63,750 -61,667

Profit/loss per share               24
Before dilution (SEK) -18.60 -19.32 -16.11 -17.49
After dilution (SEK) -18.60 -19.32 -16.11 -17.49

income s ta tement

45



(Figures in thousands SEK) Note Group Parent company
Dec 31, 2002 Dec 31, 2001 Dec 31, 2002 Dec 31, 2001

ASSETS

Fixed assets

Intangible fixed assets 14
Capitalized expenditure for development 26,703 27,978 26,703 27,978
Capitalized computing fees 541 692 541 692
Patents 7,486 8,358 7,486 8,358

34,730 37,028 34,730 37,028

Tangible fixed assets 15
Equipment 3,105 2,694 3,044 2,594
Advances on tangible fixed assets 0 1,425 0 1,425

3,105 4,119 3,044 4,019

Financial assets
Participations in group companies 16 0 0 1,058 1,058

0 0 1,058 1,058

Total fixed assets 37,835 41,147 38,832 42,105

Current  Assets

Inventories
Raw materials and consumables 173 2,914 173 2,914
Finished goods and goods for resale 6,617 7,608 6,311 7,250

6,790 10,522 6,484 10,164

Current receivables
Accounts receivable 11,142 5,172 2,956 3,417
Receivables from group companies 0 0 24,894 9,768
Other receivables 1,986 2,317 1,846 2,237
Prepaid expenses and accrued income 17 1,428 1,270 1,422 1,211

14,556 8,759 31,118 16,633

Cash and bank balances 28,004 38,744 26,794 36,794

Total current assets 49,350 58,025 64,396 63,591

Total assets 87,185 99,172 103,228 105,696

BALANCE SHEET
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(Figures in thousands SEK) Note Group Parent company
Dec 31, 2002 Dec 31, 2001 Dec 31, 2002 Dec 31, 2001

EQUITY AND L IABIL IT IES

Equi ty               18

Restricted equity
Share capital 1,583 1,411 1,583 1,411
Share premium reserve 127,884 157,588 127,915 158,311
New share issue in progress 27,367 0 27,367 0
Total restricted equity 156,834 158,999 156,865 159,722

Non-restricted equity
Profit/loss brought forward -15,978 -8,270 -8,679 -8,109
Loss for the period -73,611 -68,113 -63,750 -61,667
Total non-restricted equity -89,589 -76,383 -72,429 -69,776

Total equity 67,245 82,616 84,436 89,946

Provis ions 19
Other provisions 1,452 381 1,452 381
Total provisions 1,452 381 1,452 381

Long-term l iabi l i t ies
Liabilities to credit institutions 0 179 0 179
Total long-term liabilities 0 179 0 179

Current  l iabi l i t ies
Liabilities to credit institutions 20, 23 179 3,358 179 3,357
Accounts payable – trade 7,285 5,479 6,869 5,430
Other liabilities 886 2,573 885 1,817
Accrued expenses and deferred income 21 10,138 4,586 9,407 4,586
Total current liabilities 18,488 15,996 17,340 15,190

Total equity and liabilities 87,185 99,172 103,228 105,696

Pledged assets 22
Chattel mortgages 1,715 1,715 1,715 1,715
Pledged liquid funds 209 202 209 202

1,924 1,915 1,924 1,917

Contingent liabilities None None None None

balance sheet
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(Figures in thousands SEK)
Group Parent company

Note 2002 2001 2002 2001
Current operations 25, 26
Profit/loss after financial income/expenses -73,607 -68,143 -63,750 -61,667
Adjustments for non-cash items 27 11,258 7,340 11,223 7,287

-62,349 -60,803 -52,527 -54,380

Tax paid -253 -197 -253 -197
Cash flow for current operations
before changes in working capital -62,602 -61,000 -52,780 -54,577

Cash flow from changes in working capital
Change in inventories 3,732 -7,070 3,680 -6,712
Change in receivables -5,544 -1,043 -14,232 -7,765
Change in current liabilities 5,670 2,006 5,328 939
Cash flow from current operations -58,744 -67,107 -58,004 -68,115

Investment operations
Capitalization of expenses for development -6,446 -11,764 -6,446 -11,764
Capitalization of computing fees 0 -754 0 -754
Acquisition of patents 0 -8,722 0 -8,722
Acquisition of tangible assets -431 -3,003 -431 -2,880
Cash flow from investments -6,877 -24,243 -6,877 -24,120

Financing operations
New share issue 58,239 523 58,239 574
Loans raised 0 715 0 715
Repayment of loans -3,358 -3,179 -3,358 -3,179
Cash flow from financing operations 54,881 -1,941 54,881 -1,890

Year’s cash flow -10,740 -93,291 -10,000 -94,125
Liquid funds at the beginning of the year 38,744 132,035 36,794 130,919
Liquid funds at the end of the year 28,004 38,744 26,794 36,794

CASH FLOW STATEMENT

cash f low s ta tement



notes

49

NOTES
Note 1 Account ing and valuat ion pr inc ip les
General
The annual accounts have been prepared in accordance with the Annual Accounts Act and the recommendations and pronounce-
ments of the Swedish Financial Accounting Standards Council. 
Accounting principles are unchanged in comparison with the previous year besides provisions concerning capitalization of develop-
ment expenditures, where the requirements for capitalization were raised in accordance with RR15; please see notes 14 and 18.
Comparative figures for 2001 have been recalculated in accordance with RR15. 

Consolidated accounts
The consolidated accounts are prepared in accordance with the acquisition method and include all subsidiaries in which the parent
company holds more than 50% of the votes. The consolidated accounts have been prepared in accordance with the recommenda-
tions of the Swedish Financial Accounting Standards Council, which entails that the shareholders’ equity of subsidiaries at the point
of acquisition is eliminated in its entirety. For this reason, equity for the Group only includes the portion of the subsidiaries’ equity
that arose after the acquisition.

The foreign subsidiary, Precise Biometrics Inc., has been classified as an integrated foreign operation, which is why the monetary
method is applied for exchange rates in the accounts. This means that the foreign subsidiary’s monetary assets and liabilities are con-
verted at the rate of exchange on the balance sheet date, while the non-monetary assets are converted at a historic exchange rate. All
items in the profit and loss statement are converted at the average annual rate of exchange. Translation gains/losses are accounted for
in the operating profit/loss. Internal items for the group have been eliminated in the consolidated accounts.

Revenues
The Group’s revenues consist primarily of sales of goods and are accounted on delivery of the product to the customer in accordance
with the terms of delivery. Sales are accounted as net values after VAT, discounts and exchange differences on sales in foreign curren-
cies. In the consolidated accounts, sales within the Group are eliminated. Sales within the Group are priced in accordance with
current market conditions.

Functional division of operating costs
The division between the functions Sales, Administration and Research and Development has changed during the first quarter of
2002. The previous year’s figures have been adjusted in accordance with the new functional division, thereby becoming comparable.
The change entails that certain divisions previously included among Administration are now considered part of Research and
Development or Sales.

The division of common costs is made pro rata by the number of employees per function. 

Income taxes
Evaluation of all tax liabilities/receivables is made at nominal sums and in accordance with taxation rules and tax rates fixed or
announced and likely to be stipulated. 

Deferred tax has not been accounted in the Group’s tax-loss carry-forwards against the background of the Group’s historic profita-
bility development.

Fixed assets
Fixed assets are valued at the purchase value. Intangible and tangible fixed assets are depreciated according to plan over their estima-
ted economic lifespan.

The group applies the following depreciation periods:
Patents 10 years
Capitalized expenditure for development   5 years
Capitalized computing fees   5 years
Computers   3 years
Equipment   5 years

Capitalization of expenditure for development
The capitalized expenditures consist of costs for continued development of equipment for biometric fingerprint identification. The
company has capitalized direct and indirect payroll expenses and fixed costs that affect the development division. This development
work aims to arrive at new products, new processes, new systems or significant improvements of existing products with the aim of
generating finished products for market introduction and sale. The expenses for development work have been capitalized from 2002
in accordance with the recommendations of the Swedish Financial Accounting Standards Council (RR15). Please see above under
General.

The capitalized expenditure for development is depreciated according to plan over five years, which corresponds to the estimated
period of use, taking into consideration technical obsolescence and estimated product life cycles.

Leasing
The company has no financial leasing contracts. Operational leasing is expensed in the period to which the leasing fees are attribu-
ted.

Inventories
Inventories are valued in accordance with the lowest value principle, applying the first-in, first-out principle.
Internal profits on sales between Group companies are eliminated.

Receivables and liabilities
Receivables have been adopted, after individual assessment, at the sums at which they are expected to reach when they are paid in.
Other assets have been valued at the purchase value, unless otherwise specified in the following supplementary information.



Liabilities have been adopted at nominal sums.
Receivables and liabilities in foreign currency are converted at the rate of exchange on the balance sheet date. Exchange rate diffe-

rences are shown in the income statement in the period when they arise.
Borrowing costs are shown in the period when they arise.

Exchange rate profits and losses
Exchange differences pertaining to revenues and costs of an operating character are accounted amongside other operating revenues
and operating costs. Exchange differences that arise in revaluation in receivables and borrowing in foreign currencies are accounted
as financial items.

Cash flow statement
The cash flow statement is drafted in accordance with the indirect method. The cash flow recorded only includes transactions that
involve payments or expenditures. 
Liquid funds include, besides cash and bank balances, short-term financial investments that face only an insignificant risk for value
fluctuations and have a remainder period shorter than three months from the purchase date.

Note 2 Net sales
Group
Net sales during 2002 were SEK 22.5 million (14.1), of which SEK 24.7 million (14.8) is assignable to the parent company and
SEK 13.0 million (3.8) to the subsidiary Precise Biometrics Inc.

Parent company
Net sales during 2002 was SEK 24.7 million (14.8), of which SEK 6.1 million (8.1) is assignable to sales within the business area IT
Security, SEK 3.0 million (1.7) to the business area Physical Access, and SEK 0.3 million (0.5) to the business area Embedded
Solutions. SEK 15.3 million (4.5) comprises invoicing to the subsidiary Precise Biometrics Inc.

Note 3 Cost  of  goods sold
During 2002, there has been depreciation of inventory to a total of SEK 4,161 thousand, which is included in the figure for cost of
goods sold.
The depreciation primarily concerns components intended for products that have been phased out of the product line. Our sub-
contractors are now responsible for component supply.

Note 4 One-of f  costs
The operating costs for 2002 include one-off costs, such as costs arising in connection with moving the company’s head office (SEK
1.2 million), conclusion of certain consulting agreements, and deprecation of development costs (SEK 0.9 million).

The costs noted above burden the fourth quarter of 2002.

Note 5 Operat ional  leasing agreements
Group Parent company

2002 2001 2002 2001
Operational leasing agreements primarily 
concern rent for premises.
Leases in Sweden have price indexing clauses. The agreements can be 
extended following the end of the agreement period. Additional sums for 
property taxes and heating, hot water, cooling, electricity, etc. are payable 
based on the landlord’s cost for such items.

Rent paid during the year 4,335 1,867 3,801 1,518
(For 2002, this sum includes a provision for leasing obligation of 
SEK 754 thousand for parent company and group)

Nominal value of agreed future leasing fees:
Due for payment within one year 2,701 3,945 2,558 3,801
Due for payment later than one year but within five years 6,725 9,283 6,725 9,283
Due for payment later than five years 0 0 0 0
Total 9,426 13,228 9,283 13,084

Note 6 Remunerat ion to accountants
Group Parent company

2002 2001 2002 2001

Öhrlings PricewaterhouseCoopers
Accounting 348 212 348 212
Consultation 163 196 163 196
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Note 7 Average number of  employees and s taf f ing costs
2002 2001

M Kv M Kv
Precise Biometrics AB, Sweden 45 11 46 11
Precise Biometrics Inc, USA 3 1 4 1
Total 48 12 50 12

Wages and remuneration are divided as follows:
Group Parent company

2002 2001 2002 2001
Board and CEO, Sweden
Wages and other remuneration 2,611 2,829 2,611 2,829
Pension costs 354 369 354 369
Social costs, including special payroll tax 979 1,002 979 1,002
Total 3,944 4,200 3,944 4,200

Others, Sweden
Wages and other remuneration 22,038 22,632 22,038 22,632
Pension costs 2,500 2,408 2,500 2,408
Social costs, including special payroll tax 8,266 8,016 8,266 8,016
Total 32,804 33,056 32,804 33,056

TOTAL SWEDEN 36,748 37,256 36,748 37,256

Board and CEO, USA
Wages and other remuneration 1,303 517 - -
Pension costs 0 0 - -
Social costs 139 26 - -
Total 1,442 543 -

Others, USA
Wages and other remuneration 4,193 2,881 - -
Pension costs 0 0 - -
Social costs 447 146 - -
Total 4,640 3,027 -

TOTAL USA 6,082 3,570 - -

TOTAL 42,830 40,826 36,748 37,256

Executives 2002 2001
Wages, remuneration and benefits to 
executives burden the year’s profits by: 2,575 2,362
Board member remuneration was paid to other representatives: 375 300

Board of Directors
Board of Directors, Chairman of the Board, fees for board work 150 120
Other representatives, fees for board work 375 300
Other representatives, fees for nomination work 60 -

585 420

Fees for board work were resolved by the shareholders’ general meeting. Remuneration for nomination work 2002 corresponds to
one annual remuneration sum for board work.

Individual board representatives are not entitled to severance pay or pledges for future retirement.
No board representative holds options in the Company. There has been no acquisition of options during the year

CEO
Wages and remuneration in Sweden 1,062 1,725
Wages and remuneration in the USA 1,303 517

2,365 2,242

Of the wages and remuneration to the CEO for 2002, SEK 338 thousand is a bonus. No bonus was paid during 2001.
Bonus is payable under contract agreement to a maximum of SEK 482 thousand annually.

The CEO’s wages and remuneration are determined by the board. The CEO’s contract is subject to a mutual period of notice of
six months. No “golden handshake” is payable in case the contract is terminated. The CEO holds 20,000 options in the Company,
which entitle the holder to purchase 39,600 shares. There has been no acquisition of options during the year. The CEO is entitled to
pension benefits corresponding to about 20% of the fixed portion of his wages from the parent company and the subsidiary combi-
ned.

Other officers of the company
Wages and other remuneration 8,183
Total number of persons 9



Wages and remuneration to other officers in the company are determined by the CEO in consultation with the chairman of the
board.

For other officers, standard occupational pension insurance policies have been taken out in accordance with the Company’s pen-
sion plan.

Under certain conditions, severance pay may be payable to officers for a period of no more than one year.

Non-arm’s-length transactions
No transactions have been made with board members or company officers during the financial year.

Note 8 Depreciat ion of  tangible and intangible f ixed assets
Depreciations are divided as follows:
Group Sales Administration R&D Total
Depreciation of intangible fixed assets 389 123 7,314 7,826
Depreciation of tangible fixed assets 485 141 588 1,214

874 264 7,902 9,040

Parent company Sales Administration R&D Total
Depreciation of tangible fixed assets 389 123 7,314 7,826
Depreciation of tangible fixed assets 446 141 588 1,175

835 264 7,902 9,001

Group and parent company:
Of the total SEK 28,394 thousand (29,012) spent on Research and Development, SEK 7,721 thousand (4,972) constitutes depreci-
ation on capitalized expenditure for development.

Note 9 Exchange rate di f ferences
The operating profit/loss includes currency exchange differences
with respect to operating receivables and liabilities as follows:

Group
2002 2001

Sales costs 2,124 -213
Other operating costs -2,908 0
Other operating income 0 393
Total -784 180

Note 10 Interest  income and s imi lar prof i t  i tems
Group Parent company

2002 2001 2002 2001
Interest income from group companies 0 0 201 119
Other interest income 944 3,187 930 3,187
Exchange differences 8 449 8 449
Total 952 3,636 1,139 3,755

Note 11 Prof i t/ loss from shares in group companies
The sum concerns write-down of shares in subsidiaries in connection with sale of options to employees.

Note 12 Interest  costs  and s imi lar loss i tems
Group Parent company

2002 2001 2002 2001
Interest costs group companies 0 0 0 0
Others interest costs 191 423 142 423
Exchange differences 0 42 0 45
Total 191 465 142 468

Note 13 Income taxes
Group Parent company

2002 2001 2002 2001
Deferred tax regarding internal  -4 30 0 0
profit in warehoused goods
Current tax 0 0 0 0
Total -4 30 0 0

Deferred tax liability has not been accounted in the Group’s tax-loss carry-forwards against the background of the Group’s historic
profitability development.

Accumulated, assessed, tax-loss carry-forwards excluding the year’s profit/losses in both the parent company and the Group totals
SEK 129,494 thousand.
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Note 14 Intangible f ixed assets
Group Parent company

2002 2001 2002 2001
Capitalized expenditure for development
Initial purchase value 36,403 35,877 36,403 35,877
Effect on initial purchase value of capitalization per RR15 - -11,238 - -11,238
Capitalized expenditures for the year 6,446 11,764 6,446 11,764
Outgoing accumulated purchase value 42,849 36,403 42,849 36,403

Initial depreciation -8,425 -6,583 -8,425 -6,583
Effect on initial depreciation value of capitalization per RR15 - 3,130 - 3,130
Year’s depreciation -7,721 -4,972 -7,721 -4,972
Outgoing accumulated depriciation -16,146 -8,425 -16,146 -8,425

Outgoing residual value according to plan 26,703 27,978 26,703 27,978
Depreciation according to plan 20% 20% 20% 20%
Of the outgoing purchase values per 12-31-2002, SEK 24,231 thousand constitutes the purchase value for the foundational deve-
lopment of the company’s technology. For this portion, the remaining depreciation time is an average of about 2 years.
For other capitalized development projects, the remaining depreciation time is 3-5 years.
Year´s depreciation includes write-downs of SEK 918 thousand (0), Group and Parent company.

Capitalized computing fees
Initial purchase value 755 0 755 0
Capitalized expenditures for the year 0 755 0 755
Outgoing accumulated purchase value 755 755 755 755

Initial depreciation -63 0 -63 0
Year’s depreciation -151 -63 -151 -63
Outgoing accumulated depreciation -214 -63 -214 -63

Outgoing residual value according to plan 541 692 541 692

Depreciation according to plan 20% 20% 20% 20%
Remaining depreciation period is 3.5 years.

Patents
Initial purchase value 8,721 0 8,721 0
Capitalized expenditures for the year 0 8,721 0 8,721
Outgoing accumulated purchase value 8,721 8,721 8,721 8,721

Initial depreciation -363 0 -363 0
Year’s depreciation -872 -363 -872 -363
Outgoing accumulated depreciation -1,235 -363 -1,235 -363

Outgoing residual value according to plan 7,486 8,358 7,486 8,358

Depreciation according to plan 10% 10% 10% 10%
Remaining depreciation period is 8.5 years.

Note 15 Tangible f ixed assets
Group Parent company

Equipment 2002 2001 2002 2001
Initial purchase value 6,226 4,847 6,104 4,847
Reclassification 1,425 0 1,425 0
Purchasing for the year 431 1,379 431 1,257
Disposals during the year -231 0 -231 0
Outgoing accumulated purchase value 7,851 6,226 7,729 6,104

Initial depreciation -3,532 -2,199 -3,510 -2,199
Year’s depreciation -1,214 -1,333 -1,175 -1,311
Outgoing accumulated depreciation -4,746 -3,532 -4,685 -3,510

Outgoing residual value according to plan 3,105 2,694 3,044 2,594

Depreciation according to plan 20% 20% 20% 20%

Advances on tangible fixed assets
Initial purchase value 1,425 0 1,425 0
Purchasing for the year 0 1,425 0 1,425
Reclassification -1,425 0 -1,425 0
Outgoing accumulated purchase value 0 1,425 0 1,425
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Note 16 F inancial  assets
Parent company

2002 2001
Shares in subsidiaries
Precise Biometrics Services AB
Corporate ID no. 556582-9347, 
registered office: Skåne län, Lund, Sweden
Total shares 1,000 1,000
Capital 100% 100%
Book value, thousands SEK 100 100
Precise Biometrics Inc
Vienna, Washington, USA
Total shares 10 10
Capital     100% 100%
Book value, thousands SEK 958 958

Note 17 Prepaid expenses and accrued income         
Group Parent company

2002 2001 2002 2001
Prepaid rents 963 558 963 558
Prepaid insurance premiums 239 379 233 379
Accrued interest income 22 119 22 119
Other items 204 214 204 155
Total 1,428 1,270 1,422 1,211

Note 18 Equi ty
Share Share premium New share issue Profit/loss Loss for 

Group capital reserve in progress brought forward the period
01/01/02 1,411 157,588 -161 -68,113
Adjustment initial, capitalization of 
development expenditures -8,109
Transfer of previous year’s profit/losses -61,097 -7,016 68,113
Transfer restricted to free capital 692 -692
New issues registered during the year 140 27,510
Redemption of options 32 3,168
Sale of options 23
New issue, not registered before end of the year 27,367
Year’s profit/loss -73,611
31/12/02 1,583 127,884 27,367 -15,978 -73,611

Share Share premium New share issue Profit/loss Loss for 
Parent company capital reserve in progress brought forward the period
01/01/02 1,411 158,311 -61,667
Adjustment initial, capitalization of 
development expenditures -8,109
Transfer of previous year’s profit/losses -61,097 -570 61,667
New issues registered during the year 140 27,510
Redemption of options 32 3,168
Sale of options 23
New issue, not registered before end of the year 27,367
Year’s profit/loss -63,750
31/12/02 1,583 127,915 27,367 -8,679 -63,750

Note 19 Provis ions
Group Parent company

2002 2001 2002 2001
Provisions for warranty 698 381 698 381
Provision for rental cost undertaking 754 0 754 0
Total 1,452 381 1,452 381

Total obligation expenditures as of 12-31-2002 are anticipated in the order of SEK 1,226 thousand in 2003 and the remainder SEK
226 thousand in 2004.

Note 20 L iabi l i t ies  to credi t  ins t i tu t ions
Group and parent company
The total sum falls due for payment within five years.

Note 21 Accrued expenses and deferred income        
Group Parent company

2002 2001 2002 2001
Accrued wages and vacation pay 2,288 2,361 2,001 2,361
Accrued social fees 1,720 1,151 1,720 1,151
Other items 6,130 1,074 5,686 1,074
Total 10,138 4,586 9,407 4,586
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Note 22 Pledged assets
Pledge assets concern liabilities of the parent company.

Note 23 Loan combined with new issue subscr ipt ion opt ions
At the Extra General Meeting held on August 16, 2001, it was decided to issue an IOU of SEK 715,000 accompanied by with
110,000 detachable subscription options. 
The IOU and the options have been acquired by Svenska Handelsbanken, and the options have thereupon been offered to
employees in the Group. The warrant financing to Svenska Handelsbanken of SEK 715,000 runs from September 28, 2001 up to
and including February 28, 2003. After recalculation in connection with the rights issue in December 2002, each option gives the
right to subscribe for 1.98 series-A shares in the company for SEK 34.80 per share (nominally worth SEK 0.40 per), during the peri-
od from February 27, 2003 up to and including August 26, 2003. Within the ambit of the abovementioned program, 102,700
options have been transferred to employees of the Group. The subscription options are encumbered with a right of first refusal,
which means that if the employee quits his or her employment within the Precise Biometrics Group or enters a contract with a third
party to sell the options, the holder is obliged to offer the company the chance to acquire the options.

On full redemption of all 110,000 outstanding options, capital stock would increase by SEK 87,120, which corresponds to a
maximum potential dilution effect of approximately 1.8 percent of capital stock and votes. The number of shares upon full dilution
would be 12,087,900. The figures concern the state of affairs after registration of the ongoing new issue, as of the new financial year.

Note 24 Prof i t/ loss per share
Group Parent company

2002 2001 2002 2001
Profit/loss for the period (MSEK) -73.6 -68.1 -63.8 -61.7
Average number of shares
Before dilution 3,956,700 3,526,700 3,956,700 3,526,700
After dilution 3,956,700 3,632,191 3,956,700 3,632,191

Note 25 Cash f low interest  and div idends
Group Parent company

2002 2001 2002 2001
The item includes payments and expenditures concerning
Interest earned (Current operations) 201 930 1,131 3,306
Interest paid (Current operations) 191 465 142 468

Note 26 Operat ional  cash f low 
Group Parent company

2002 2001 2002 2001
Operating profit/loss -74,368 -71,314 -64,055 -64,954
Adjustments for non-cash items 11,258 7,340 11,223 7,287
Changes in operating capital 3,858 -6,107 -5,224 -13,538
Cash flow before investments -59,252 -70,081 -58,056 -71,205
Investments -6,877 -24,243 -6,877 -24,120
Operational cash flow -66,129 -94,324 -64,933 -95,325

Note 27 Transact ions not  involv ing cash f low
Depreciation of tangible and intangible assets 9,958 6,853 9,919 6,830
Provisions 1,071 381 1,071 381
Others 229 106 233 76

11,258 7,340 11,223 7,287

Lund March 26, 2003

Christer Lindberg Nils Bernhard Lars Grönberg
Chairman of the Board of Directors

Christer Fåhraeus Nils Sandstedt Henrik Holm

Christer Bergman
CEO

Our audit report was issued on March 28, 2003.

Öhrlings PricewaterhouseCoopers AB

Per Wardhammar Dan Andersson
Authorized Public Accountant Authorized Public Accountant
(Chiefly responsible)
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AUDIT REPORT
To the general meeting of the shareholders of Precise Biometrics AB (publ.), corporate identity number 556545-6596.

We have audited the annual accounts, the consolidated accounts, the accounting records and the administration of the board of
directors and the CEO of Precise Biometrics AB for 2002. These accounts and the administration of the company are the responsi-
bility of the board of directors and the CEO. 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 the consolidated accounts are free from 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 CEO, as well as
evaluating the overall presentation of information in the annual accounts and the consolidated accounts. 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 CEO. We have also examined whether any board member or the CEO has in any other way acted in
contravention of the Companies Act, the Annual Accounts Act or the Articles of Association. We believe that our audit provides a
reasonable basis for our option set out below:

The annual accounts and the consolidated accounts have been prepared in accordance with the Annual Accounts Act and, conse-
quently, provide a fair picture of the company’s and the group’s profit/loss and financial position in accordance with generally accep-
ted accounting principles in Sweden. 

We recommend that the general meeting of the shareholders adopt the income statements and the balance sheets of the parent com-
pany and the group, deal with the losses in the parent company in accordance with the proposal in the administration report and
discharge the board members and CEO from liability for the financial year.

Lund, Sweden March 28, 2003

Öhrlings PricewaterhouseCoopers AB

Per Wardhammar Dan Andersson
Authorized Public Accountant Authorized Public Accountant
(Chiefly responsible)










