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PART I
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.
ITEM 3. KEY INFORMATION
Selected Consolidated Financial Information of Spirent plc (''Spirent'', ''the Company'' or ''the Group")

The selected consolidated profit and loss account data for each of the three years in the period ended December 31, 2004 and balance sheet
data as of December 31, 2004 and 2003 set forth below are derived from our audited consolidated financial statements, which are included
elsewhere in this annual report. The profit and loss account data for the years ended December 31, 2001 and 2000 and the balance sheet data as
of December 31, 2002, 2001 and 2000 are derived from our audited consolidated financial statements. All of these financial statements have
been audited by Ernst & Young LLP, our registered public accounting firm. The selected consolidated financial data set forth below should be
read in conjunction with "Item 5. Operating and Financial Review and Prospects,” and our consolidated financial statements and notes thereto
included elsewhere in this annual report.

We prepare our consolidated financial statements in accordance with accounting principles generally accepted in the United Kingdom, or
UK GAAP, which differ in certain respects from those generally accepted in the United States, or US GAAP. A description of the significant
differences applicable to us and reconciliations of net income, shareholders' equity and cash flows are set forth in Note 34 of Notes to the
Financial Statements.

We evaluate performance for each reportable segment based on turnover and operating profit before goodwill amortization and exceptional
items. Operating profit and return on sales are used by the Group as key measures of operating performance and are stated before the effect of
goodwill amortization and exceptional items so that period on period comparisons are not distorted. Free cash flow, meaning cash flow before
acquisitions, disposals, equity dividends and financing, is also a key measure of operating performance used by the Group. Headline earnings per
share is considered by the Group and our investors to be a key measure of overall earnings performance. The calculation is based on reported
earnings adjusted for goodwill amortization and exceptional items including tax.
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Consolidated Profit and Loss Account Data

Year ended December 31

2004 2003 2002 2001 2000

(£ millions, except per share and per ADS amounts)

Amounts in accordance with UK GAAP

Turnover 475.0 466.2 558.9 801.8 696.7
I I I I I
Operating profit/(loss) 30.8 18.8 (970.6) (734.3) 110.0

Other Information
Exceptional items

Goodwill impairment 923.3 724.6
Other 2.9 7.5 41.6 34.9 2.2
Goodwill amortization 9.1 9.7 56.1 86.6 25.7
Operating profit before goodwill amortization and exceptional
items 42.8 36.0 50.4 111.8 137.9
(Loss)/income from interests in
Joint ventures 0.7) 2.7 7.4 9.6 13.3
Associates 2.8 2.1 1.0 1.3 2.7
Amortization of goodwill on associates 0.2) 0.1)
(Loss)/profit on disposal and closure of operations 0.9) 3.6 (48.4) 14.5 (18.1)
Profit on disposal of tangible fixed assets 32
Profit/(loss) before interest 32.0 27.2 (1,010.8) (709.0) 111.1
Net interest payable (6.8) 9.3) (12.3) (22.8) (29.3)
Exceptional interest payable 0.5) (16.1)
Other finance (expense)/income 0.7) (1.5) 0.3) 0.4
Profit/(loss) before taxation 24.0 0.3 (1,023.4) (731.4) 81.8
Taxation (7.7) (0.6) (26.9) (32.4) (30.6)
Minority interest equity and joint venture 0.3) 0.2) 0.4) 0.2) 0.5)
Profit/(loss) for the financial period 16.0 0.5) (1,050.7) (764.0) 50.7
Basic earnings/(loss) per share (pence) 1.70 (0.05) (113.90) (83.49) 7.40
I I I I I
Headline earnings per share (pence) 2.99 2.31 3.36 7.70 12.61
I I I I I
Diluted earnings/(loss) per share (pence) 1.67 (0.05) (113.90) (83.49) 7.18
I I I I I
Dividend per share (pence) 1.35 4.35 4.35
I I I I I
Dividend per share (US cents) 2.10 6.36 6.33
I I I I I
Dividend per ADS (pence) 5.40 17.40 17.40
I I I I I
Dividend per ADS (US cents) 8.40 25.44 25.32
I I I I I
6
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Turnover by segment

Continuing operations
Performance Analysis
Service Assurance

Communications
Network Products
Systems

Discontinued operations

Operating profit before goodwill amortization and
exceptional items
Continuing operations

Performance Analysis

Service Assurance

Communications
Network Products
Systems

Discontinued operations

176.8 148.7 184.0 241.4 280.0
74.7 91.7 131.4 189.2 9.2
251.5 240.4 315.4 430.6 289.2
187.8 174.4 164.7 170.4 181.4
35.7 514 78.8 124.0 135.4
475.0 466.2 558.9 725.0 606.0
76.8 90.7

475.0 466.2 558.9 801.8 696.7
I I I I I
19.7 4.4 10.0 38.6 97.0
0.2 9.4 20.8 44.8 1.6
19.9 13.8 30.8 83.4 98.6
20.4 16.7 15.0 14.9 25.3
25 55 4.6 5.4 2.7
42.8 36.0 504 103.7 126.6
8.1 11.3

42.8 36.0 504 111.8 137.9
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Amounts in accordance with US GAAP

Year ended December 31

2004 2003 2002 2001 2000

(£ millions, except per share and per ADS amounts)

Net income/(loss) 24.9 5.7 (777.9) (829.2) (39.6)
Net income/(loss) per share
Basic (pence):

Continuing operations 2.65 0.61 (84.33) (95.23) (6.10)

Discontinued operations 4.62 0.32
Net income/(loss) 2.65 0.61 (84.33) (90.61) (5.78)
Diluted (pence):

Continuing operations 2.60 0.60 (84.33) (95.23) (6.10)

Discontinued operations 4.62 0.32
Net income/(loss) 2.60 0.60 (84.33) (90.61) (5.78)
Dividend per share (pence) 4.35 4.35 4.24
Dividend per share (US cents) 6.49 6.33 6.29
Net income/(loss) per American Depositary Share
(""ADS")
Basic (pence):

Continuing operations 10.60 2.44 (337.32) (380.92) (24.40)

Discontinued operations 18.48 1.28
Net income/(loss) 10.60 2.44 (337.32) (362.44) (23.12)
Diluted (pence):

Continuing operations 10.40 2.40 (337.32) (380.92) (24.40)

Discontinued operations 18.48 1.28
Net income/(loss) 10.40 2.40 (337.32) (362.44) (23.12)
Dividend per ADS (pence) 17.40 17.40 16.96
Dividend per ADS (US cents) 25.96 25.32 25.16

Consolidated Cash Flow Data

Year ended December 31

2004 2003 2002 2001 2000

(£ millions)

Amount in accordance with UK GAAP

Net cash inflow from operating activities 60.3 68.2 76.9 141.2 125.7

Acquisitions and disposals 1.2 60.4 6.4 149.6 (536.6)

Financing (9.5) (143.6) 53.8 (152.8) 480.2
Amounts in accordance with US GAAP

Cash inflow from operating activities 47.8 54.1 60.7 96.4 83.9

Cash (outflow)/inflow on investing activities (23.6) 44.6 (17.9) 91.9 (596.1)

Cash (outflow)/inflow from financing activities (9.5) (143.6) 13.8 (192.6) 452.5
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Consolidated Balance Sheet Data

At December 31

2004 2003 2002 2001 2000

(£ millions)

Amounts in accordance with UK GAAP

Intangible assets 88.8 101.6 113.6 987.7 1,816.8
Tangible fixed assets 86.3 90.2 110.0 137.6 136.2
Current assets 195.6 179.5 242.4 263.0 375.5
Total assets 386.5 386.2 529.4 1,450.9 2,382.1
Current liabilities 118.6 113.1 109.3 178.0 219.4
Creditors due after more than one year 80.2 95.6 248.3 205.6 355.6
Total liabilities (including pension liability) 241.5 264.1 4322 400.7 577.1
Shareholders' funds 143.7 119.9 95.1 1,047.8 1,801.3
Share capital 31.9 31.5 31.3 31.1 30.9
Amounts in accordance with US GAAP
Intangible assets 67.4 79.0 94.4 907.8 1,841.4
Tangible fixed assets 86.3 90.2 110.0 137.6 136.2
Current assets 206.5 220.1 283.1 314.1 408.7
Total assets 419.5 431.7 579.5 1,450.4 2,458.3
Current liabilities 139.6 186.1 179.1 234.2 246.9
Creditors due after more than one year 151.9 135.2 298.1 252.4 380.8
Total liabilities 343.2 388.4 566.9 538.1 669.3
Shareholders' funds 75.0 41.1 10.5 909.9 1,785.3
Share capital 31.9 31.5 31.3 31.1 30.9
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Exchange Rate Information

We present our financial statements in pounds sterling. The financial statements of the WAGO joint venture are presented in euro. The
information set forth below with respect to pounds sterling to US dollar exchange rates is based on the noon buying rate for pounds sterling in
The City of New York for cable transfers in pounds sterling as certified for customs purposes by the Federal Reserve Bank of New York. Also
set forth below is exchange rate information pertaining to the euro, being the closing middle market price against pounds sterling. These rates are
provided solely for the convenience of the reader and are not the exchange rates used by us in the preparation of our consolidated financial
statements included in this annual report.

US Dollar

The noon buying rate on May 6, 2005 was $1.89 = £1.00. The following table sets forth the high and low rate for each month of the
previous six months.

High Low

(US dollars per
pound sterling)

April 2005 1.92 1.87
March 2005 1.93 1.87
February 2005 1.92 1.86
January 2005 1.90 1.86
December 2004 1.95 1.92
November 2004 1.91 1.83

The following table sets forth information about the noon buying rate for the last five years. The average rates for each year are calculated
by using the rate on the last business day of each month during the relevant year.

End of
Year ended December 31 High Low Average year

(US dollars per pound sterling)

2004 1.95 1.76 1.83 1.92
2003 1.78 1.55 1.64 1.78
2002 1.61 1.41 1.51 1.61
2001 1.50 1.37 1.44 1.45
2000 1.65 1.40 1.51 1.50

Fluctuations in the exchange rate between pounds sterling and US dollars affect the US dollar equivalent of the pound sterling denominated
prices of our shares and, as a result, affect the market price of our ADSs in the United States.

Euro

The euro rate on May 6, 2005 was €1.47 = £1.00. The following table sets forth the high and low rate for each month of the previous six
months.

High Low

(euro per pound

sterling)
April 2005 1.48 1.45
March 2005 1.46 1.43
February 2005 1.46 1.44
January 2005 1.45 1.41
December 2004 1.46 1.41
November 2004 1.45 1.42
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The following table sets forth information about the euro rate for the last five years. The average rates for each year are calculated by using
the rate on the last business day of each month during the relevant year.

End of
Year ended December 31 High Low Average year

(euro per pound sterling)

2004 1.52 1.41 1.47 1.41
2003 1.54 1.38 1.45 1.42
2002 1.64 1.53 1.59 1.53
2001 1.67 1.56 1.61 1.64
2000 1.74 1.56 1.64 1.60
Risk Factors

You should carefully consider the risks and uncertainties described below and the other information in this annual report, including the
discussions set forth in "Item 4. Information on the Company" and "Item 5. Operating and Financial Review and Prospects" as well as our
consolidated financial statements and related notes included elsewhere in this annual report.

Risks Related to Our Business

Our business, operating results and financial condition could be harmed by fluctuating market conditions, particularly in the
telecommunications industry into which we sell many of our products and services, and generally unfavorable economic conditions.

Generally unfavorable economic conditions worldwide, and particularly in the telecommunications industry into which we sell many of our
products and services, have affected our businesses in the past. Weak market conditions have resulted in reduced purchasing and capital
spending in many of the industries and markets into which we sell our products. As a result, we experienced diminished product demand. The
decline in demand for our products and services has had and may continue to have an adverse effect on the results of operations and we continue
to be affected by challenging conditions in the global telecommunications market which has experienced cyclical downturns and fluctuating
conditions. If global economic growth continues to be hampered by weak industrial production cycles, reductions in consumer confidence and
capital spending, and a failure of the global economies to create more balanced opportunities for growth, we may experience a further reduction
in demand for our products and services which could further harm our business, operating results and financial condition.

We operate in rapidly changing industries and if we do not keep up with these rapid changes, and continue significant investment in
research and development, our turnover and operating results will suffer.

We sell our products and systems in several industries that are characterized by rapid technological changes, frequent product and service
introductions and evolving industry standards. In particular, we have seen our legacy products in the Service Assurance division of our
Communications group become obsolete at a more rapid rate than anticipated and throughout our businesses we anticipate that our current
products and services will become technologically obsolete over time. Beyond the decrease in demand for our legacy Service Assurance
products, technological developments in the telecommunications industry generally may also eliminate whole markets or the need for other
products or services. Entire product lines may be threatened by new technologies or market trends which may reduce the value of these product
lines. We have increasingly seen telecommunications customers focus on next-generation products and reduce their demand for our legacy
products. If we fail to anticipate and keep up with changes in technology and such customer trends and requirements in these industries,

11
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and to develop and introduce new products and services that meet the rapidly evolving needs of our customers, our turnover and operating
results will suffer.

We believe that the continued success of our communications business is dependent on our ability to advance next-generation technologies
and services, including working with potential customers to develop products to monitor advanced IP-based networks, to deliver integrated,
easy-to-use, end-to-end customer solutions, to increase our presence internationally and to extend our products into web services and
applications for the enterprise sector. If we fail to extend our existing capabilities in the next-generation IP technology and services sector, which
we believe represents an important growth opportunity, our business, operating results and financial condition will suffer.

Continued consolidation of our telecommunications customers could affect sales of our Communications group products and services, which
could harm our business, operating results and financial condition.

The telecommunications industry has recently experienced significant consolidation. One result of this trend has been delays in spending by
our telecommunications customers on monitoring equipment for current network systems. If this trend continues, consolidation of our
telecommunications customers could continue to reduce demand for our legacy network monitoring products and reduce the number of potential
customers to whom our telecommunications testing products and services could be sold. The consolidated entities could also purchase products
and services from other sources or use the additional leverage they gain from their consolidated purchasing power to demand more favorable
terms from us, which could harm our business, operating results and financial condition.

Failure to expand and diversify our customer base in some of our businesses could significantly harm our business, operating results and
financial condition.

In some of our businesses, we continue to rely on a limited number of customers, which makes our relationships with these customers, as
well as the success of those customers' businesses, critical to the success of our business. We can provide you with no assurance that we will be
able to retain this client base, that we will be able to increase our sales to our existing customers or that we will be able to attract additional
customers in current or new global markets. If we do not expand our customer base, poor results or decreased market share of any single
customer may adversely affect our own results and the loss of one or more of our largest customers, any reduction or delay in sales to these
customers, or an inability to successfully develop and maintain relationships with existing and new customers in existing or new global markets
could significantly harm our business, operating results and financial condition.

We face aggressive competition and consolidation trends in certain markets are creating more powerful competitors. If we fail to compete
effectively our business, operating results and financial condition will suffer.

We face aggressive competition in all of our businesses. Our competitors are numerous, including highly specialized firms as well as
in-house capability within customers, and new or more powerful competitors may emerge including through mergers or consolidations of
existing competitors. Some of our competitors have greater name recognition, larger customer bases, and greater financial, marketing, sales and
other resources and some of them, particularly in the telecommunications industry, have gained such advantages through consolidation. To stay
competitive as an independent company, we will need to introduce successful new products and also may have to adjust prices of some of our
products and manage financial returns effectively. Our business, operating results and financial condition will suffer if we do not compete
effectively.

12
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The loss of key managers and skilled employees may result in inefficiencies in managing and operating our business and our business will
suffer if we are not able to hire and retain appropriately qualified personnel.

Our success is dependent on attracting and retaining highly qualified and skilled employees. We face intense competition for personnel
from other companies, establishments and organizations and the loss of our key employees, or our failure to attract and retain other highly
skilled employees, may impair our ability to run and expand our business effectively.

In order for us to continue to expand and develop new technologies and products we will need to attract and retain employees with the
necessary skills base and ensure that our incentive plans are competitive. If we experience a significant decrease in the market price of our
Ordinary shares, our share-based incentive plans may fail to offer competitive incentives within our various industries.

The cyclical nature of the automotive and industrial equipment markets could adversely affect the business of our Network Products group.

Our Network Products group generated almost 40% of the Company's turnover in 2004. A significant portion of the sales of the Network
Products group is to automotive and industrial equipment manufacturers in many markets throughout the world. These markets are subject to
considerable fluctuation as sales and production are cyclical and depend on general economic conditions and other factors, including interest
rates, fuel prices and consumer confidence, spending and preferences. A significant reduction in these markets could have an adverse effect on
our business, operating results and financial condition.

If our products are defective, we may be held responsible for liabilities caused by malfunctions of equipment in which our products are used
or have to bear some of the cost of recalling this equipment, which would harm our turnover and our reputation.

Some of our products are incorporated as component parts by manufacturers into sophisticated equipment and machinery or used in critical
applications or are stand-alone solutions. If our products are defective, we may be held responsible for the personal, property and financial
damages that result and the costs associated with recalling the products themselves and products in which our defective products were
incorporated. Although we carry product liability insurance customary for companies of our size, such available insurance cover may not be
sufficient to cover a catastrophic loss or the costs of recall. In addition, our reputation with customers may be damaged as a result of any such
event. Product liabilities or the costs of implementing a recall could hurt our profitability, and the damage to our reputation if one or more of our
products proves defective could cause us to lose customers.

Many of our businesses are dependent on third-party manufacturers and the outsourcing of certain portions of our supply chain. If we
cannot obtain sufficient products or services from these third-party manufacturers and service providers, we may lose customers and suffer a
reduction in turnover and profits.

Many of our businesses contract out certain manufacturing processes and we are increasingly exploring cost-effective opportunities to
contract out certain supply chain services. If there was a failure of any such manufacturer or service provider because of, for example,
insolvency or catastrophic loss, the delivery of products or services to our operations might be disrupted or even terminated. Delivery of
products and services could also be disrupted if such manufacturers or suppliers fail to maintain satisfactory cost and quality levels. In such
instances, it might not be possible to find an alternative manufacturer in an acceptable timeframe on the same or acceptable economic terms as
the original manufacturer or service provider. If we cannot obtain sufficient quantities and quality of these products or services at an acceptable
cost, we may not be able to meet customer demands in the desired timeframe at a commercially acceptable cost, which may result in the loss of
customers and a reduction in turnover and profits.
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Some of our businesses are dependent on key component suppliers. If we cannot obtain sufficient components from these suppliers, we may
lose customers and suffer a reduction in turnover and profits.

Some of our businesses, particularly in the Communications group, may be dependent on some components from suppliers who experience
greater demand for their products than they can meet. In some instances these suppliers have introduced allocation systems to divide their
available stock among potential customers. We may be affected because the allocation to our business is too small or because suppliers change
the way they apportion their available stock to our disadvantage. If we cannot obtain sufficient quantities of these products at an acceptable cost,
we may not be able to meet customer demands in the desired timeframe at a cost acceptable to our customers, which may result in the loss of
customers and a reduction in turnover and profits.

Prices for some of the commodity raw materials we use to manufacture our products fluctuate, and we may not be able to pass on increased
costs of these raw materials to our customers.

Prices fluctuate for some of the commodity raw materials our Network Products group uses to manufacture its products. If prices for
commodities such as PVC and Nylon 66 increase significantly and we are not able to pass on the increased prices to our customers, our
profitability will be reduced and our business, operating results and financial condition may be adversely affected.

Third parties may claim we are infringing their intellectual property rights and as a result our business may be harmed.

Third parties may claim that we are infringing their intellectual property rights. While we do not believe that any of our products infringe
the valid intellectual property rights of third parties, we may be unaware of intellectual property rights of others that may cover some of our
technology, products and services. We could suffer litigation expenses, or could be prevented from selling certain products as a result of
third-party infringement claims. The complexity of the technology involved and the uncertainty of intellectual property litigation increase these
risks. Claims of intellectual property infringement might also require us to enter into costly royalty or license agreements. Indeed, we may not be
able to obtain royalty or license agreements on terms acceptable to us, or at all. We may also be subject to significant damages awards or
injunctions against development and sale of certain of our products. We often rely on obtaining licenses of intellectual property. We cannot
assure you that these licenses will be available in the future on favorable terms or at all.

If third parties infringe our intellectual property rights, our business may be harmed.

Our success depends in part on our proprietary technology. If we fail to maintain or enforce our intellectual property rights, or if
competitors design around our technology or develop competing technologies, our competitive position could suffer and our operating results
may be harmed. We may not be able to detect infringement or our competitive position may be harmed before we do so. Intellectual property
rights may also be unavailable or limited in some foreign countries, which could make it easier for competitors to capture market share.

Because of our significant international operations, we are exposed to a variety of risks, many of which are beyond our control, that could
adversely affect our business.

Our international operations are subject to a variety of potential risks arising out of the global economy, currency fluctuations, exchange
control restrictions, regulations on capital investments, the ability to enforce intellectual property rights, language and certain cultural differences
in countries where we have operations and the global political outlook. For example, events such as the continued military involvement in Iraq,
the threat of terrorism and associated political instability and the effect of heightened security concerns on travel and commerce, may trigger
unforeseen economic conditions and
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cause market demand to fluctuate in an unpredictable manner which could adversely affect our business, operating results and financial
condition.

We are subject to various governmental regulations, compliance with which may cause us to incur significant expense, and if we fail to
comply with certain regulations, we may be prohibited from manufacturing and distributing certain products which could have a significant
effect on our financial condition, and we could be subject to civil or criminal penalties.

Our businesses are subject to various significant international, federal, state and local regulations currently in effect and scheduled to
become effective in the near future, including but not limited to environmental, health and safety and import/export regulations. These
regulations are complex, change frequently, can vary from country to country, and have increased over time. We may incur significant expense
in order to comply with these regulations or to remedy violations of them.

Any failure by us to comply with applicable government regulations could result in non-compliant portions of our operations being shut
down, product recalls or impositions of civil and criminal penalties and, in some cases, prohibition from distributing our products or performing
our services until the products and services are brought into compliance, which could significantly affect our operations.

Fluctuations in exchange rates and heavy exposure to a weak US dollar could materially harm our operating results.

Since we conduct operations globally, a substantial portion of our assets, liabilities, revenues and expenses are denominated in various
currencies, principally the US dollar and the pound sterling. Because our financial statements are denominated in pounds sterling, fluctuations in
exchange rates, especially if the US dollar continues to weaken against the pound, could have a material impact on our reported results. In recent
periods, the value of the US dollar has declined significantly in comparison with the pound sterling.

We remain subject to certain operational constraints and financial covenants under the terms of our debt obligations.

We have recently met certain financial requirements necessary to relax various terms under our current debt obligations which have
historically constrained our ability to make dividend payments, incur further debt, provide further security and make acquisitions and disposals.
Meeting such financial requirements has also resulted in the revision of certain of our financial covenants under such debt obligations. However,
we are still subject to financial covenants and certain other restrictions and we can provide you with no assurance that the financial covenants
will not be breached and that further renegotiation of our borrowing terms will not be needed if there is another downturn in our business due to
industry conditions or otherwise.

QOur pension fund deficit may become a further burden on our financial resources.

The latest actuarial valuation of our UK defined benefit scheme as at April 1, 2003 identified a deficit of £50.7 million before taxation
representing a funding deficit of 39%. In order to comply with minimum funding requirements we are making annual contributions to the
scheme of £3.5 million which commenced on July 1, 2004. While these increased contributions are intended to reduce the funding deficit over
time, it is possible that a future actuarial valuation will reveal that the increased contributions are insufficient to do so and will need to be further
increased. The UK defined benefit scheme is required to have an actuarial valuation every three years. These additional funding costs, both the
current increased contributions and any further increases required by future actuarial valuations, may have an adverse effect on the financial
condition of our business.

15

16



Edgar Filing: SPIRENT PLC - Form 20-F

Remaining liabilities from discontinued businesses could adversely affect our results.

We have concluded a number of divestments of our non-core businesses, but we may, despite divesting of these non-core businesses, have
contingent liabilities arising out of those businesses that could adversely affect our business, operating results and financial condition. In
addition, the time periods for bringing claims in relation to representations, warranties and indemnities that we have given on recent divestments
have not yet expired.

Acquisitions undertaken could be difficult to integrate, disrupt our business and harm our operating results.

Acquisitions have historically been an important part of our business strategy and we evaluate strategic opportunities from time to time and
may acquire businesses, products or technologies in the future. Acquisitions are inherently risky and no assurance can be given that our previous
or future acquisitions will be successful or will not adversely affect our business, operating results or financial condition.

We may identify issues with our controls over financial reporting when evaluating the same for compliance with section 404 of the
Sarbanes-Oxley Act.

We will be required to comply with section 404 of the US Sarbanes-Oxley Act of 2002 for our Annual Report on Form 20-F for the year
ending December 31, 2006. Section 404 requires that we evaluate and report on our systems of internal control over financial reporting. In
addition, our independent auditors will have to report on management's evaluation of those controls. In the course of such review and evaluation,
we may identify deficiencies in our systems of internal controls over financial reporting that may require remediation as we recently did with
respect to revenue recognition under US GAAP under certain multiple-element customer arrangements in the Service Assurance division of our
Communications group. We can give no assurances that any such deficiencies identified may not be significant deficiencies or material
weaknesses that may have an adverse effect on the financial condition of our business.

Our financial reporting must comply with International Financial Reporting Standards with effect from January 1, 2005 and with any other
changes as and when mandated by applicable regulatory authorities.

We will be required to report our consolidated financial statements in compliance with International Financial Reporting standards
("IFRS") in respect of accounting periods commencing on or after January 1, 2005. The first-time adoption rules of IFRS require the
comparative financial information presented in the first set of IFRS financial statements to be prepared on a consistent basis. Some previously
reported numbers will be different when reported under IFRS and we will restate our 2003 and 2004 financial statements and present a series of
reconciliations to the previously reported UK GAAP numbers.

A significant portion of our telecommunications operations are located in California where they may be subject to the risks of earthquakes
and other natural disasters.

A significant portion of our telecommunications operations are located in California which has experienced natural disasters, including
earthquakes, in the past. A significant natural disaster, such as an earthquake, could disrupt our ability to conduct our telecommunications
business and could have a material adverse impact on the Group's business, operating results and financial condition.

Events described by our forward-looking statements may not occur.

This annual report includes forward-looking statements concerning our business, operations and financial performance and condition. We

have based these forward-looking statements on our current expectations and projections about future events. These forward-looking statements

are subject to risks,
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uncertainties, and assumptions about us, including, among other things, those discussed above as well as under "Item 5. Operating and Financial

non non non non

Review and Prospects." You can identify these statements by words such as "anticipate", "assume", "believe", "estimate", "expect”, "intend",

"may", "plan", "positioned", "should", "will", "would" and other similar expressions which are predictions of or indicate future trends and future
events. In light of these risks, uncertainties and assumptions, the forward-looking events discussed in this annual report might not occur. We
undertake no obligation to update publicly or revise any forward-looking statements, whether as a result of new information, future events or
otherwise. Given these considerations, readers are cautioned not to place undue reliance on such forward-looking statements.

Risks Relating to an Investment in our Ordinary Shares and ADSs

The price of our Ordinary shares and ADSs may be volatile and may decrease significantly below your purchase price.

The market price of our Ordinary shares is significantly affected by market forces. The market prices of securities of technology companies
on the London Stock Exchange, the New York Stock Exchange and other exchanges have fluctuated significantly in the last three years. The
prices for securities of companies involved in telecommunications and other technologies, have been particularly volatile. A significant portion
of our activities is based on telecommunications and thus the market price of our Ordinary shares and ADSs is likely to remain highly volatile.

In addition to general factors, the following specific factors may have a significant effect on the market price of our Ordinary shares and
ADSs:

speculation on the risks associated with the telecommunications industry;

fluctuations in our operating results and speculation on the robustness of our financial condition;

announcements regarding awards of major contracts;

announcements of technological innovations by us or our competitors; and

speculation regarding acquisitions and divestments.

As aresult, you may only be able to resell our Ordinary shares or ADSs at a price significantly below your purchase price. See "Item 9. The
Offer and Listing" for historical pricing data on our shares.

Fluctuations in the exchange rate between the pound sterling and the US dollar may affect the price at which our ADSs trade on United
States securities markets.

For any particular price in pounds sterling at which our shares are trading on the London Stock Exchange, fluctuations in the exchange rate
between the pound sterling and the US dollar may affect the price in US dollars at which our ADSs trade on the New York Stock Exchange. For
example, a fall in the value of the pound sterling against the US dollar is likely to reduce the price of our ADSs in the United States market.

The availability of sufficient purchasers and sellers for our shares, whether in the form of Ordinary shares or ADSs, cannot be guaranteed
and therefore you may not be able to purchase or sell our shares or ADSs at any particular time.

The volume of our stock traded on the London Stock Exchange can vary from day to day and is affected by events and circumstances out of
our control. This also applies to the ADSs traded on the New York Stock Exchange. You may not be able to purchase or sell our Ordinary shares
or ADSs at any particular time because of the lack of sufficient purchasers or sellers.
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Your ability to bring an action and enforce judgments against us may be limited under English law.

We are a public limited company incorporated under the laws of England and Wales. The rights of holders of Ordinary shares and,
therefore, many of the rights of ADS holders, are governed by English law and by our Memorandum and Articles of Association. These rights
differ from the rights of shareholders in typical United States corporations. In particular, English law significantly limits the circumstances under
which shareholders of English companies may bring actions on the company's behalf. Under English law generally, only we can bring a claim in
proceedings in respect of wrongful acts committed against us. In addition, it may be difficult for you to prevail in a claim against us under, or to
enforce liabilities relying upon, United States securities laws. See "Item 4. Information on the Company Enforcement of Civil Liabilities".

ITEM 4. INFORMATION ON THE COMPANY
Overview of Our Business

Spirent is a leading communications technology company focused on delivering innovative systems and services to meet the needs of
customers worldwide. In the mid 1990s Spirent embraced a strategy focusing on high technology businesses and identified the communications
test industry as a prime sector of interest. Since then we have focused our activities through strategic acquisitions and divestments, as well as
organic growth. Our operations are now organized into three operating groups: Communications, Network Products and Systems.

In the year ended December 31, 2004, we had total turnover of £475.0 million and operating profit before goodwill amortization and
exceptional items of £42.8 million. Our Communications group remains our largest business in terms of turnover, representing 54% (2003 53%)
of ongoing turnover in the year ended December 31, 2004.

On April 21, 2005 the Company issued a trading update. The text of the update is given in "Item 5. Recent Developments".

During 2004 we completed the divestment of our aerospace maintenance, repair and overhaul ("MRO") software business for net cash
proceeds of £2.5 million.

During 2003 we completed the divestment of our Aviation Information Solutions ("AIS") businesses from within the Systems group's
aerospace activities for net proceeds of £3.2 million in cash and we completed the divestment of our 51% interests in WAGO, our
interconnection joint venture, to our joint venture partners for £58.8 million net in cash.

In 2002 we acquired certain assets of the remote special services product line of Anritsu Company US for a cash consideration of
$26 million and certain intellectual property rights in relation to wireless technology from UbiNetics Limited for £6.5 million in cash. We also
acquired the 85% of Caw Networks, Inc. not already owned by the Group for an initial consideration of $49 million of which $45 million was in
cash. In 2002 we sold our aerospace components businesses for proceeds of $60 million in cash, certain assets of Switching Systems
International for up to $9.1 million cash and Montitor Labs Incorporated for $24 million cash, all from within our Systems group.

The main activities of our three operating groups are:

Communications. Spirent Communications is a global provider of performance analysis and service assurance solutions
that enable the development and deployment of next-generation networking technologies.

The Performance Analysis division of our Communications group develops testing solutions for a broad range of
communications technologies critical to the development of equipment and deployment of next-generation networks. Our
systems test wireline and wireless equipment
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including core and metro terabit routers, broadband access devices, local area network switches and routers, third generation
("3G") wireless handsets, Internet telephony and web applications and security. Our systems enable customers to emulate
large-scale networks, introduce impairments and stress test equipment to ensure maximum performance and conformance to
industry standards.

The Service Assurance division of our Communications group provides network monitoring and management systems for
service providers to assure the quality of their high bandwidth data services. Our systems enable efficient delivery of leased
line, digital subscriber line ("DSL") and Internet Protocol ("IP") services. The division provides operations support systems
("OSS") software, remote test probes, network test access systems and support and maintenance services.

In 2004 our Communications group had turnover of £251.5 million and operating profit before goodwill amortization and
exceptional items of £19.9 million.

Network Products. Our Network Products group is a developer and manufacturer of innovative solutions for fastening,
identification, protection and connectivity in electrical and communications networks marketed under the global brand
HellermannTyton. HellermannTyton designs and manufactures a broad range of high-grade nylon ties, clips, channels and
fixings for fastening cables and wires in a broad range of applications. We also produce products with value added
identification and security features. Our heatshrink insulation, convoluted tubing and cable covering products provide
insulation and physical protection for wires and cables. We are a market leader in systems for the automated application of
cable fixings and identification printing and application systems. We also produce a range of products used in the installation
of local area and wide area communications networks such as raceways, ducting, racks, patch panels and modular jacks.

In 2004 our Network Products group had turnover of £187.8 milli