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> KEY FIGURES S

Total Group 2002 2001 2002
CHF CHF EUR
in million
Orders received 1494 1572 1016
Sales 1490 2127 1013
Operating result before depreciation and amortization (EBITDA) 71 182 48
Operating result (EBIT) -83 -211 -57
-in % of sales -6% -10% ~6%
Net income/{loss) for the period -39 111 -26
—-in % of sales -3% 5% -3% \ Net assets include
- in % of shareholders’ equity -3% 7% =3%  all operating current and
Net funds from operations -41 264 ~28  non-current assels
Capital expenditures in property, plant and equipment 74 186 50 (::ucitlj:ngt::z :::(,C:;h
Total assets 2525 3016 1742 qeets), 1ess operating
Shareholders’ equity 1476 1667 1018 liabilities (excluding finan-
- in % of total assets 58% 55% 589  cial debts, provisions for
Net liquidity 686 768 473 ::Z‘;:Z'X"ey:;en”; zi”j“s
- in % of shareholders’ equity 47% 46% 47% provisins not charged
Net assets' 1075 1202 741 against operating result).
- Operating result as % of net assets (RONA) -8% -18% -8%
Number of employees at year-end 6 544 7 241 6 544
Key figures per share? ? Average number
Share price highest 207 393 143  of shares with voting
lowest 66 103 46 and dividend rights
at year-end 93 179 64
Operating result (EBIT) -6.40 -16.02 -4.36
Net income/(loss) for the period -3.00 8.53 -2.04
Net cash flow -9.54 22.55 -56.49
Shareholders’ equity 113.74 126.57 78.44
Dividends?® 2.00 2.00 1.36 2 Dividend 2002: proposal
of the Board of Directors

> SHARE PRICE DEVELOPMENT

Unaxis N relative to Swiss Market Index (SMI) and Nasdag Composite Index
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> PROFILE .

Unaxis is a globally leading provider of production systems, components and services to select sectors
of the information technology market as well as for use in highly demanding industrial applications. The
business activities of Unaxis are conducted through its three organizational segments: Information Tech-
nology (semiconductors, flat panel displays, data storage devices and optical components), Surface
Technology (coating of tools and mechanical components), and Components and Special Systems (vac-
uum technology and aerospace technology). On the basis of its core capabilities in thin-coating, vacuum
and precision technology, Unaxis creates integrated solutions that offer tremendous customer benefits.

Unaxis employs approximately 6500 individuals. its global infrastructure comprises competence centers
for research, development and production in Europe, Asia and the USA, as well as 80 corporate sub-
sidiaries located in 25 countries.
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> REPORT OF THE CHAIRMAN OF THE

BOARD OF DIRECTORS AND THE CEO

Persistent weakness in the IT industry in the 2002 financial year fed to a decline in sales as well as
a loss at the operating earnings level. Orders received, however, experienced a change in trend.
Measures aimed at increasing operating flexibility and reducing costs showed results. Unasxis
resolutely continued its investments in the expansion of the company’s market presence and de-

velopment of new products.

Dear Shareholders

The ongoing global recession and slack demand in the information technology (IT) markets left their mark
on the course of business at Unaxis during the 2002 financial year: on a comparabte basis’, company-
wide sales fell by 21 percent. By way of contrast however, orders received grew by 7 percent. Hurt most
by this decline in sales was the Information Technology segment, which primarily focuses on production
systems and components for the [T industry. In particular, the chip-related Semiconductors Back End
(ESEC) and Semiconductors Front End divisions achieved only modest sales due to the increasingly
harsh environment in the semiconductor industry in 2002. Following the 35 percent decline in demand
for chip-production systems witnessed in 2001, another 24 percent drop ensued during the past finan-
cial year. Both of those divisions nevertheless managed to conclude several significant sales of tech-
nology, thereby confirming the competitiveness of their products. Sales of production systems by the
Displays division also experienced a sharp, market-related decline in 2002. Data Storage recorded sales
that were essentially unchanged from prior-year levels, while Optics experienced a 13 percent decline in
revenues versus the prior year.

A more favorable development was 1o be seen in the gratifying increase in orders received by the
company, an achievement that is attributed exclusively to the Information Technology segment. The
Semiconductors Back End (ESEC) and Displays divisions enjoyed a significant increase in orders in com-
parison to the previous year. The Data Storage division even managed to doubie the amount of orders
it received, mainly thanks to demand for coating systems used in the production of rewritable discs.
The Semiconductors Front End division was the only {T-related unit to witness a marked decline in
orders.

A better showing was made by the non-{T-related Surface Technology segment (Bafzers) and Compo-
nents and Special Systems segment (Leybold Vacuum, Contraves Space), where sales came in slightly
below the levels achieved in the previous year. Aithough Leybold Vacuum also felt the impact of the IT
market collapse, it was nevertheless able to keep the sales loss within reasonable limits. As was the case
in 2001, the non-IT-related segments made a positive contribution to the company’'s operating resuits;
however, they were not able to compensate for the considerable operating loss incurred by the
IT segment. Despite that fact, the more industrially oriented components and service-related businesses
of Unaxis proved to be comparatively resilient and profitable even in the face of a difficult market envi-
ronment.

' On a comparable basig, i.e. excluding the Materials activities sold in 2002, as well as business segments sold in 2001: Leybold Optics,
Decorative Coating, Hapsite and Contraves Inc. USA,




Cost-reduction measures show resulits

Unaxis initiated steps last year in anticipation of a phase of prolonged market weakness - a broad range
of measures aimed at increasing its operating efficiency. For example, various corporate activities were
merged and Unaxis' Group portfolio of products was streamliined. In the year under review, overhead
costs were reduced by CHF 160 million. Of that amount, CHF 60 million was attributable to the altered
structure of the company. On a comparable basis, Unaxis lowered those costs by CHF 100 million.
Additional programs aimed at lowering the company’s break-even level over the long term were imple-
mented, among them a reduction of development time, improved procurement management, utilization
of standardized product platforms, and increased use of outsourcing.

Those measures have shown resuits, as evidenced by the fact that operating earnings for the second half
of 2002 were only slightly in the red. For the entire financial year, Unaxis recorded an operating ioss
(EBIT) of CHF -83 million. Owing to the low level of interest rates, as well as weakness in the major

currencies versus the Swiss franc, the company’s financial result for 2002 of a negative CHF -11 million
stood below the prior-year level. In the year under review, Unaxis divested the businesses related to
its former Materials division, concluding a number of smaller asset sales. Together with the elimination of
reserves for guarantees associated with previous divestitures, these transactions resulted in “other
income” totaling CHF 47 million. Overall, the company realized a net loss of CHF -39 million in its 2002
financial year.

At year-end, the company had net working capital of CHF 686 million {year-end 2001: CHF 768 miltion)
and the shareholders’ equity ratio increased to 58 percent (2001: 55 percent). As a consequence, Unaxis
continues to have a high fevel of liquidity, particularly when compared to the industry as a whole, as weil
as a very solid shareholders’ equity base. Thus, the financial stability necessary for a company invoived
in cyclical markets continues to be present at Unaxis.

Expansion of the company’s market presence and investments in new products continue

unabated

As a means of ensuring the company’s long-term competitiveness, Unaxis continued to expand its
market presence over the 2002 financial year, resolutely pursuing the development of new technologies

and products:

> To offer our customers an even higher level of support, we invested sizable amounts in the expansion
of our technical support centers and in new, customer-proximate production facilities. From that point
of view, the opening of our regional headquarters in Shanghai represents a milestone. Shanghai is
a gateway for Unaxis into the strongly growing Chinese marketplace. Going forward, the company’s
sales activities and support efforts for China will be coordinated out of Shanghai. Moreover, in
December 2002, the Optics division commenced operation of a new production plant in Shanghai that
will manufacture optical components for the Asian market.

> In 2002, Semiconductors Front End achieved a breakthrough in the field of silicon-germanium (SiGe)
technology. Thanks to the speedier data transmission and reduced electrical power consumption
afforded by this semiconductor material, chips can be produced that have a particularly high perfor-
mance level, Unaxis’ manufacturing process enables SiGe chips to be produced for the first time at
competitive costs, thus creating the conditions necessary for high-volume production. With the launch
of its new “Starline” system, developed for advanced packaging applications, Semiconductors Front
End has managed to solidify its leading position in this market segment.

> A breakthrough in wire bonding technology was heralded by ESEC’s introduction of its new “Tsunami”
wire bonder. Thanks to unparalleled price/performance, Tsunami affords customers a tremendous leap
in productivity and thus a significant competitive advantage. This new system will be delivered to the
first customer in the second quarter of 2003.

> The Data Storage division has successfully completed the necessary work for its transition from a pro-
ducer of modules into a provider of integrated total solutions for data storage devices. lts first ma-
chines for DVD-9 applications will be delivered in the first quarter of 2003. Additional formats are slated
to follow during the course of the year. The division’s leading position in metallization systems for the




> 2002 IN REVIEW

Unaxis opens its new Shanghai regional headquarters for
“Greater China.” The Shanghai facility will manufacture optical
components for the Optics division, and provide sales and
service support to all company divisions.

Unaxis introduces a revolutionary production solution for
silicon-germanium (SiGe) technology. This patented method
shortens the time involved in producing SiGe layers, which in
turn leads to significant cost advantages for customers.

With “Tsunami”, ESEC achieves an important innovation in wire
bonding technology. Tsunami affords a quantum leap in speed,
and this at a level of precision that equals or even exceeds that
of conventional methods.

Data Storage launches its new fully integrated replication line
for prerecorded DVDs (DVD-9). “Matrix” achieves the lowest
cost-per-disc in the entire industry.
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With the opening of new sites in Germany, France and the
USA, together with its new domestic subsidiary in Poland, Sur-
face Technology (Balzers) has a network of 51 coating centers
in 19 countries as of early 2003.

Leybold Vacuum launches “Screwline,” the first dry-operating
fore-vacuum pump, which has been specially designed to
meet the needs of traditional industrial manufacturing.

Upon the successful separation attempt conducted in July,
Contraves Space concludes the qualification of the payload
fairing for America's new Atlas V-500 launch vehicle.

Unaxis moves into its new head offices at Pfaffikon/SZ. In ad-
dition to group-level management, roughly 50 members of the
company’s Corporate Services unit will now be working at the
Pfaffikon facility.




production of DVD+RW, DVD-RAM and other rewritabie formats has once again been expanded. In ad-
dition, Data Storage has attracted renowned partners such as Philips to participate in the co-develop-
ment of future production technologies.

> With the opening of new coating centers in Germany, France and the USA, together with its new
domestic subsidiary in Poland, Surface Technology (Balzers) has a network of 51 coating centers in
19 countries. In 2002, eight new high-performance coatings were introduced, each of which are closely
tailored to the needs of customers in various market segments.

> With its “ScrewlLine”, Leybold Vacuum has introduced a high-tech vacuum pump for applications
in industrial manufacturing. These units offer customers significant competitive advantages and also
have convincing environmentally-friendly attributes.

> Contraves Space has succéssfully compieted development of the payload fairing for America’s new
Atlas-V-500 launch vehicle. As a result, the conditions are ripe for Contraves Space to assume a
leading position in the payload fairings market not only in Europe, but in North Ametica too.

Changes in the Board of Directors and group-level management

Now that the company has been successfully restructured, Prof. Dr. h.c. Lothar Spéth has decided to
step down from his position as member of the Board of Directors. Particularly during the company’s
restructuring phase, Unaxis was able to benefit from his broad business and political experience. We
would like to express our sincere gratitude to Prof. Dr. h.c. Spéth for his dedicated efforts and commiit-
ment on behalf of the company. The Board of Directors proposes the election of Dr. h.c. Harald Eggers
as his successor. As the Chief Executive Officer of the Memory Products Group, Infineon Technologies
AG, Munich (D), Dr. Eggers will supplement the Board with his experience in the semiconductor industry.

On January 1, 2003, Kaspar W. Kelterborn assumed his new position as Chief Financial Officer (CFO) of
Unaxis. Mr. Kelterborn has gained many years of comprehensive, international experience in various
fields of financial management. He will succeed Paul E. Otth, who resigned at his own request from his
duties as CFO and Executive Board member of Unaxis. Mr. Otth joined Unaxis in June 2000 during the
course of the company’s strategic reorientation. He accompanied its transition into a highly focused
technology enterprise, and played a decisive role especially in terms of the fegal and financial restruc-
turing of Unaxis and several of the company’s acquisitions and divestitures. in the future, Paut E. Otth will
contribute his experience to the boards of various companies, including several in which Unaxis holds an
equity interest. It pleases us that he will therefore continue to be associated with our company. On be-
half of the Board of Directors of Unaxis, we would like to express our gratitude to Paul E£. Otth for his
tremendous personal commitment and significant contribution towards creating today’s Unaxis, and we
wish him all the very best in his future endeavors. As of March 1, 2003, group-leve!l management will be
reinforced by the inclusion of Asuri S. Raghavan, an internationally prominent expert in the semiconduc-
tor industry. At Unaxis, he will bear responsibility for further development of the company’s semiconduc-
tor business.

Motions for presentation at the annual general meeting of sharehoiders

The Board of Directors will propose a dividend payment of CHF 2.- per share at the annual general meet-
ing of shareholders on May 20, 2003. In addition, a motion will be made to elect Dr. h.c. Harald Eggers
as a new member of the Unaxis Holding Inc. Board of Directors, replacing Prof. Dr. h.c. Lothar Spéth.
Also, the Board of Directors will move for the re-election of Dr. Markus Rauh to an additional three-year
term of office. As auditors and Group Auditors for a term of one year, the Board of Directors moves to
elect KPMG Fides Peat, Zurich.

Challenges and outlook for 2003

With an eye towards the opportunities and challenges of the future, we will remain committed to spurring
the development of Unaxis Corporation in 2003. In so doing, we will focus primarily on three specific ar-
eas: priority in this regard will be given to exploiting the growth potential within the company’s overall
portfolio of holdings. In order to expand Unaxis' position in ail of its business fieids, we will strengthen
the company’s market presence and invest further in product innovations. Secondly, we will make every
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effort to increase the operating efficiency of the company to an even higher degree. And thirdly, our ob-
jective is to prepare for a rapid increase in production capabilities that will enable Unaxis to benefit from
the emergence of a market recovery.

From today’s vantage point, it is difficult to assess the future development of the company’s specific
markets. We are working on the assumption that demand in the IT Segment ~ in particular for semicon-
ductor production equipment — will not pick up before the second half of 2003. In the non-IT-related
Segments, a modest improvement can be expected, depending of course on the general trend of the
global economy. Although we anticipate that 2003 will once again be a difficult year, we are nevertheless
convinced that the innovative power of Unaxis, along with the efficiency-enhancing measures that have
been introduced, will exert a positive influence on the course of our business activities. Given those
circumstances, we expect to return to a profitable level of operating earnings in the 2003 financial year.

Acknowledgements

A demanding year lies behind us and, on behalf of the Board of Directors and Executive Board, we would
like to thank all of those who have provided their support during that period - our employees, for their
global commitment to making Unaxis more flexible, customer-oriented and responsive; our customers,

who reward our efforts with their trust; and you, our valued shareholders, for your loyalty. We will make
every effort to justify your allegiance by being able to report good corporate progress in one year’s time.
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Dr. Willy Kissling Heinz Kundert

Chairman of the Board Chief Executive Officer
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THE FUTURE -
~FOUNDED ON
SOLID VALUES.
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THOSE WHO PRODUCE TECHNOLOGIES FOR THE FUTURE MUST ASK THEMSELYES EACH
DAY HOW THE WORLD WILL LOOK TOMORROW.

> INVESTMENTS IN THE FUTURE

For a high-tech company like Unaxis, the future shapes the present on a daily basis. Because those who
develop technologies for microchips, flat panel displays, DVDs, video projectors, state-of-the-art diesel
engines or satellites are actively shaping the world of tomorrow. In order to do so successfully, Unaxis
must focus intensively on the trends of the future. Anticipating tomorrow’s market needs and translating
those needs into optimal technological solutions ~ and doing that better, faster and at less expense than
others — is the company’s primary task. As customers of Unaxis, the world’s leading information tech-

nology, industrial and aerospace firms build upon that expertise.

Added value for all stakeholders

Investors

Society and Environment

Unaxis bears an obligation towards its customers, employees and shareholders in equal measure. The
company takes a long-term view that adheres to the principles of sustainability.

> Unaxis creates outstanding benefit for its customers.

> Sustainable growth and above-average profitability are central to the company’s ability to strengthen
its position in the marketplace as well as to invest in new products and applications.

> Unaxis fosters a corporate culture that encourages entrepreneurial thinking, team spirit and personal
growth of each employee.

> Unaxis acknowledges its responsibility to society as a whole and contributes towards treating the
environment in a considerate manner.

Market leadership 2s an cbjective
For its own future, Unaxis has established the goal of ranking among the market leaders in select busi-

ness segments. Unaxis wants to grow further, build on its ieading technological position, and develop its
corporate divisions into leaders in their respective markets.




Strategic balance between growth and stabifity

Unaxis has oriented its strategy towards business activities in the high-technology markets. Unaxis’
portfolio of holdings is built upon two pillars, each of which contributes roughly half of the company’s
total revenues. This two-pillar approach ensures a good balance between rapid yet highly volatile growth
on the one hand, and stability on the other:

> The first pillar is formed by the IT segment with its Semiconductors Back End (ESEC), Semiconductors
Front End, Displays, Data Storage and Optics divisions. All IT divisions are active in markets that
demonstrate above-average long-term growth. However, because the related technological advances
come in fits and starts, these markets are subject to recurring cyclical fluctuations.

> The second pillar is represented by the company’s industry-criented, high-tech Surface Technology
segment and Leybold Vacuum and Contraves Space divisions. These entities are market leaders in
their respective fields of enterprise and generate stable profits, thereby acting as a counterbalance to
the cyclical IT business.

2002 marked by significant investments in the future

Unaxis has used the past four years to carry out a fundamental restructuring of the entire company. A
resolutely focused high-tech enterprise evolved from what was formerly a broadly diversified conglom-
erate. To date, Unaxis has only been able to benefit from this reorientation in the year 2000, because the
weak economic environment and collapse in IT markets witnessed over the past two years have placed
a significant burden on the company’s business activities. Unaxis has nevertheless used this phase
to work intensively on key issues of the future. In its 2002 financial year, the company redoubled its
customer orientation, spurred innovative efforts, increased its competitiveness and invested in its em-
ployees’ personal development. Simultaneously, Unaxis has charted a course for corporate leadership
that is committed to comprehensive sustainability. Despite the current difficult market circumstances,
Unaxis today stands strong and tall - ready to meet the challenges and exploit the opportunities that the

future holds.
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> CUSTOMER ORIENTATION
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> QUR PRODUCTS ARE THE RESULT OF GLOBAL COLLABORATION
Unaxis comprises subsidiaries located in Europe, the USA and Asia. Unaxis specifically commits these various regionat

strengths for the benefit of customers:

1

In the USA, Unaxis commands
specialized know-how in the
areas of research and innovation
as well as in semiconductor
technology.

|

2 The company’s units in Europe,
particularly in Switzeriand, are
leaders in precision technology
as well as the development and
assembly of complex production

systems.

3

In Asia, one of the world’s most
important high-tech markets,
Unaxis has an especially high
degree of competency in product
qualification, as well as sales and
customer support.

Throughout the entire value chain associated with a given product ~ from research and development through sales and

customer support — ali of the requisite competencies are brought to bear.




We want to create competitive advantages for our customers. Only by so doing can Unaxis

strengthen its own position in the marketplace.

An approach based on partnership between customer and supplier is of mutual interest in the high-tech
industry. It is the customers who determine the market success of Unaxis’ products and, by logical
extension, the future of the company. On the other hand, systems and components supplied by Unaxis
represent key elements in its customers’ production processes and core components of their products.
In the harsh competitive environment and ceaseless technological evelution of high-tech industry, it is
those who have the latest, most cost-efficient means of production who gain supremacy. For Unaxis,
customer orientation primarily means offering companies production systems and components that
afford them a competitive advantage. Thus, a mutual partnership evolves at an early stage in the joint
development of a new product generation, and it extends through the entire value chain - from produc-
tion, to quality assurance and installation, right through to after-sales service and employee training.

Group-wide key account management reinforced

With its technologies, Unaxis serves markets in which the lion’s share of volume is attributable to a mere
handful of major players. This makes it all the more important to forge close personal relationships with
these key customers. Based on that consideration, Unaxis strengthened its Group-wide Key Account
organization during the course of the 2002 financial year. For each division, a designated team stands
ready to approach those customers, ensure that they are catered to on a global scale, and determine
their future technological needs through regular contacts. In 2002, the Key Account organization already
achieved measurable results. By way of example, ESEC was able to increase the proportion of its sales
generated by key customers from 19 to 31 percent.

Service crientation improved dramatically

Unaxis conducted a worldwide customer survey in September 2001. On one hand, the results confirmed
a number of strengths - the tremendous innovative power of Unaxis and its understanding for the tech-
nological needs of customers earned particular accolades. Brought to light on the other hand were vari-
ous weak points in customer service, complaint management and the availability of replacement parts
for often extremely complex high-tech products. in 2002, an in-house Customer Care Task Force con-
ducted several Group-wide projects in an effort to achieve the most rapid and effective improvements in
those specific areas. The reactions of key customers confirm that the measures implemented have paid
off and fed to a clearly identifiable improvement in customer satisfaction. In particutar, the reaction time
for addressing customer concerns was shortened by a wide margin. in order to achieve a similar level of
service on a company-wide scale, Unaxis is resolutely pursuing the efforts already initiated.

Exploiting the growth potential of Greater China

Service orientation also demands that Unaxis is present wherever customers may have their production
facilities. In various segments of high-tech industry, where a new manufacturing plant represents an
enormous investment that nevertheless must be amortized within a short period of time, a machine
breakdown can be extremely costly. Aside from reliable production equipment, seamless service support
is of equal importance to the customer. in 2002, Unaxis significantly expanded its global presence. For
example, ESEC broadened its sales and service network in Asia through independent locations in
Taiwan, the Philippines and China, while Surface Technology is now able to improve its service to the
Eastern European market via a new domestic subsidiary in Poland. However, the opening of Unaxis’
regional headquarters for Greater China represented the most meaningful step in this regard. As a result,
the company has gained access to the world’s fastest-growing market. Situated at the Shanghai facility
are marketing and service teams for the Semiconductors Front End, Displays and Data Storage divisions,
subsidiaries of ESEC and Leybold Vacuum, as well as a production plant for components utilized by the
Optics division. By the end of 2003, the number of employees at Unaxis Shanghai is scheduled to
increase from the current total of 80 to roughly 200.
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> COMPETITIVENESS
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“Unified Platform” - customer-specific systems assembled from standard modules. The Semiconductors Front End CLUSTERLINE® exemplifies the “Unified
Platform” concept. First, the customer defines the process needed and the wafer size — 200 or 300 mm. Unaxis engineers then configure the system by selecting the
appropriate handling system and process modules. Next, Unaxis assembles and tests the system and adds optional modules like additional user interfaces. After the
Factory Acceptance Test, the system is set up ready-to-go at the customer’s site.




As a globally active company, Unaxis must measure up against the best companies in the world.

Over the past two years, certain Unaxis key markets experienced a decline in business activity; the IT
industry was especially hard-hit by this development. Looking ahead, an increase in such cyclical
fluctuations in demand seems likely, thus making Unaxis’ business all the more demanding. That pre-
sents the company with new challenges. In order to be successful in cyclical markets, a company must
maintain a high degree of operational flexibility so that capacity can be adapted to changes in demand.
Also decisive in this regard is an efficient cost structure and, by logical extension, a commensurately low
break-even point. Moreover, global competition in the high-tech marketplace necessitates that a com-
pany safeguard its intellectual capital. In the 2002 financial year, Unaxis oriented its business processes
towards all of those requirements.

Reduced complexity thanks to standardized product platforms

One of the company’s major initiatives is represented by its new platform strategy. In the ESEC, Semi-
conductors Front End, Displays and Data Storage equipment divisions, Unaxis will in future be produc-
ing various systems on the basis of standardized, division-specific product platforms. The advantages of
this concept are obvious: reduced component diversity accelerates the development, manufacturing and
market introduction of new products. As a consequence, product innovation is spurred and the risks as-
sociated with development reduced. Manufacturing throughput times are being shortened so that Unaxis
can react more rapidly to an increase in demand. For example, thanks to its “Unified Platform” program,
Semiconductors Front End managed to reduce its range of components by more than 65 percent and
nearly halve delivery times. On the customer side of the equation, utilization of standardized platforms
eases configuration and lessens the time involved in putting a system into operation. By the same token,
employee training, service and maintenance are also simplified. On the whole, this new platform strategy
leads to a higher degree of flexibility and, most importantly, to lower costs.

Dedicated commitment to outsourcing increases operating flexibility

Closely linked with the company’s new platform strategy is a resolute approach to managing the value
chain. Be it with regard to production systems or components, Unaxis focuses primarily on its own spe-
cialized know-how and manufactures only those key components that center on its core capabilities in
thin film coating, vacuum and precision technology. All other components and complete modules are, to
the greatest extent possible, procured from outside suppliers. As a result, an increasing number of stan-
dardized solutions for equipment control systems are being utilized. By way of example, ESEC signifi-
cantly increased the proportion of standard components that have been integrated into its new Tsunami
wire bonder. Based on defined requirements, Unaxis reduced the number of its suppliers by roughly half
during the course of the 2002 financial year.

Safeguarding intellectual capital

Protecting intellectual capital through patents represents a key competitive factor for a high-tech enter-
prise, and the significance of doing so will increase even more in the years to come. With each new gen-
eration of products, the proportion of proprietary know-how - the system concept, process technology,
product specifications, software, etc. — represents an ever greater proportion of overall product value. A
strong portfolio of patents not only secures the company’s competitive position, but also strengthens its
negotiating stance in discussions surrounding development partnerships and licensing agreements. In
2002, management adopted a set of specific measures aimed at enhancing the protection of Unaxis’
intellectual capital — each corporate division has created an Intellectual Property Committeeﬁ charged
with ana(;;zing its own patent status and comparing that with the position of competitors. Wherever
necessary, steps have been initiated to increase the company’s patent protection, and gratifying
progress has already been achieved - heightened sensitivity to patent protection throughout the
enterprise has led to a marked increase in patent applications.
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> EMPLOYEE DEVELOPMENT
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Unaxis underway for the benefit of customers. In keeping with the muiticultural and interdisciplinary character of today’s Unaxis, customer value journey teams are
deliberately comprised of smployees from all divisions, regions and functional levels.




Our employees shape the future of Unaxis.

Unaxis must win its customers’ trust anew each and every day by providing outstanding performance -
and it is the company’s employees who produce those achievements on a daily basis. Motivated and
well-educated employees are therefore crucial to a company’s long-term success. Decisive factors in
employees’ willingness to perform at their very best are aspects such as job satisfaction, corporate cul-
ture in general, internal communication, as weil as training and continuing education. For that reason,
Unaxis conducted a broad-based employee survey in 2001. The findings highlighted the need for action
mainly in two specific areas. First, a certain percentage of employees appeared to be insufficiently in-
formed about the company’s vision and strategy. Second, while the range of technical training opportu-
nities at Unaxis was considered exemplary, there emerged an additional need for non-technical training,
mainly to acquire additional management skills.

During the past financial year, Unaxis made extensive efforts to close those gaps. The level of commit-
ment demonstrated by Group management was particularly high in this regard - in 2002, the CEO devoted
a considerable proportion of his time to in-house communication and participating at continuing educa-
tion courses for employees. A follow-up employee survey conducted at the end of 2002 made it clear that
significant advances had been achieved, but that further room for improvement nevertheless still exists.

Strong commitment to enhancing internal communication

In~-house communication that focuses on Unaxis’ vision and strategy was considerably expanded in 2002.
To that purpose, the company created additional instruments, in particular regular reports on strategic
and operational topics at the Group, divisional and local levels. A key element from both an employee
training and internal communication standpoint is the company’s “Customer Value Journey.” At this work-
shop, employees from all hierarchical levels and the farthest reaches of the entire Group, regardiess of
nationality, culture or language, discuss suggestions aimed at improving customer satisfaction.

Unaxis fosters and furthers the capabilities of its employees

Unaxis requires from its employees a continual willingness for personal improvement. Accordingly, the
professional development of each employee has for years been resolutely fostered through in-house and
external continuing education courses.The company maintains technical training centers at each divi-
sional head office, the largest of which is located at the Triibbach facility in Switzerland, where each year
roughly 100 employees gain a higher level of professional skills. In 2002, Unaxis expanded its range of
learning opportunities through the addition of non-technical educaticnal programs:

> Basic training for the next generation of managers (NGM) is offered to all employees who wish to strive
for a leadership position or broaden their management experience. In a number of courses held over
the space of twelve months, participants receive practical training in the fundamentals of corporate
and personnel management and are readied for the tasks that lie ahead of them.

> The Balzers Outstanding Leadership Development program (BOLD) was developed and implemented
by the Surface Technology division in ccllaboration with the University of St.Gallen. BOLD likewise
consists of a number of learning modules spread over a twelve-month period and combines the basic
elements of corporate management together with Unaxis-specific topics. There are plans for BOLD
to be introduced at other Unaxis divisions in 2003.

> In conjunction with Lausanne’s Institute of Management Development, Unaxis developed the EXED
(EXecutive EDucation) program, which was conducted for the first time in 2002. In addition to learning
modules such as strategic management, financial management, organization and coping with cyclicity,
this tailored management training course above all focuses on practical case studies and company-
specific projects.

> In 2002, existing trainee programs for university graduates were supplemented by the company’s
Strategic Capability Acquisition program (SCA). This 18-month course targets candidates with a tech-
nical and/or academic background and several years of professional experience, and embraces on-
the-job training as well as first-hand experience in challenging projects at separate locations in the
Group.
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> THE LONG-TERM PERSPECTIVE
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“club.unaxis.mobil” and “Taktolino” - award-winning mobility management at Unaxis. Encouraging as many employees as possible to switch to public trans-
portation, while ensuring that the frequency of bus departures and arrivals is adapted to Unaxis’ flexible working hours model ~ those were the Unaxis goals when it in-
troduced the “Taktolino” business mobility concept at the Balzers and Trlibbach facilities in 2001, and further developed it in 2002. The key measure was to realiocate the
money Unaxis previously spent on transporting employees via private bus, contributing it instead towards expansicn of the regional bus network. As a result, new bus
routes could be created and rush-hour departure/arrival frequencies increased ~ a development that has also benefited the general public. Complementing Taktolino are
in-house communications, supplemental club.unaxis.mobil offerings such as subsidized annual bus passes and free bicycle repairs, as well as a car-pooling service based
on Mobility Schweiz vehicles that are also available to employees during their leisure time. Tharks to ciub.unaxis.mobil and Taktolino, more Unaxis employees than ever
now get to and from work via public transportation or by bicycle. Unaxis' innovative mobility concept has also gained broad public recognition and received a number of
awards. For example, Taktolino won first prize in the 2001 sustainability contest held by the “Internationalen Bodenseesagenda” and the public-choice award in the Inno-
vation Prize competition sponsored by the Swiss Transportation Ciub (VCS/STC). In previous years, Unaxis has won the Touring Club of Switzerland's (TCS) environmen-
tal prize and been recognized as the “most bicycle-friendly company in Switzerland" by the Swiss Agency for the Environment, Forests and Landscape (SAEFL/BUWAL).




Unaxis desires to create sustained added value for all relevant interest groups.

Entrepreneurial activity is often at odds with various public interests. For Unaxis, this means taking seri-
ously not only the needs of its customers, employees and shareholders, but also the justified concerns
of the public with regard to environmental matters and society as a whole — and then incorporating those
considerations into its business decisions. In recognition of this comprehensive concept of stakeholders’
interests, Unaxis in 2002 established framework conditions that enable the company to generate not
only economic but also ecological and social added value.

Resolutely value-oriented corporate leadership

Resolutely value-oriented corporate leadership is a key element in translating economic sustainability
into reality. Unaxis stands squarely behind its systematic mission to increase enterprise value. Given the
cyclical nature of the high-tech marketplace, however, that growth in value can only evolve over the long
term - in phases of burgeoning market demand, above-average profits must be generated and reserves
built in order to ensure that the necessary investments can alse be made during times of weakness such
as those witnessed over the past two years. The advances achieved in corporate development are
continually monitored and measured by means of a strategic planning process based on the latest ana-
lytical methods (Balanced Scorecard). Also to be viewed as an aspect of economic sustainability is the
systematic application of Business Excellence, which in 2002 was firmly anchored in all divisions of the
company. In this discipline, Unaxis bases its practices on the leading model developed by the European
Foundation for Quality Management (EFQM).

Croup-wide risk management

Creating sustainable enterprise value is only possible if the risks associated with business activities are
closely monitored. In the 2002 financial year, Unaxis introduced a uniform, company-wide method of risk
management that creates the necessary conditions for systematic and comprehensive analysis, evalua-
tion and presentation of all forms of risk relevant to the company. A broad-based risk profile is derived
from this method and integrated into the company’s strategic planning and budgeting processes, thus
forming the basis for measures aimed at controlling as well as limiting risks.

On the path to excellence in environmental, heaith and safety matters

Unaxis technoiogies contribute to a reduction in the amount of resources consumed in the manufacture
of high-tech products. Often, those technologies are instrumental to producing more environmentally
friendly products in the first place — by way of example, the fuel-miserly three-liter automobile engine
would be inconceivable were it not for coated components produced by the Surface Technology division.
Inside the company, too, Unaxis has undertaken a variety of measures with regard to the environment
and society as a whole. Examples of this are the award-winning “club.unaxis.mobil” mobility concept
and the company’s collaboration with the University of St. Gallen as part of the international Sustainabi-
lity Balanced Scorecard research project aimed at integrating sustainability factors into the Balanced
Scorecard model. Unaxis is currently working on a means of systematically integrating ecological and
social sustainability into its business activities as a key factor of Business Excellence. On the basis of a
multi-stage program that will run until 2004, the company is taking a targeted approach to expanding
its activities and processes with regard to environmental, health and safety (EHS) matters. For example,
Unaxis in 2002 formulated Group-wide guidelines pertaining to EHS and business ethics, and adopted
forbidden-materials lists that are binding for all company divisions. The next step wil! be to subject all
major research and production facilities to 1ISO 14001 environmental certification.
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UNAXIS HAS STRUCTURED ITS PORTFOLIO OF HOLDINGS IN A MANNER THAT PROVIDES A
CERTAIN DEGREE OF BALANCE BETWEEN CYCLICAL AND STABLE GROWTH BUSINESSES.

> SUMMARY OF THE FINANCIAL YEAR 2002

Unaxis operates in three business segments - Information Technolegy, Surface Technology, and Com-
ponents and Special Systems — which in turn are subdivided into a total of eight divisions. The revenue
streams of individual divisions exhibit disparate development because of the differing growth dynamics
in their respective markets. In particular, the semiconductor-related divisions ~ ESEC, Semiconductors
Front End, Displays and Data Storage - are subject to extreme cyclical fluctuations in demand, whereas
the other more industrially oriented divisions operate in more stable markets.

Information Technology segment
Semiconductors Baclk End (ESEC) is one of the world’s preeminent suppliers of production systems
for the back-end area of chip production, i.e. the assembly and electrical interconnection of semiconduc-

tor components.

Semiconductors Front End develops manufacturing equipment for the coating and etching processes
that are crucial in the front-end area of semiconductor production, i.e. making the chips themselves.

Displays develops thin film coating processes used in the production of flat panet displays for laptop

computers, televisions, mobile telephones and personal digital assistants.
Data Storage is the world’s leading manufacturer of coating equipment for optical data storage devices
like CDs and DVDs, as well as for magnetic memories such as computer hard disks. This division also of-

fers complete system solutions for all related production steps - from mastering through to coating.

Optics produces sophisticated optical components that are used for data and video projection, optical
instruments and sensors, lighting systems, as well as so-called BioChips for use in medical diagnostics.

Surface Technology segment

Surface Technology develops, produces and markets equipment and processes for coating tools and
mechanical components under the “Balzers” brand name. The division also offers contract coating services
at its 51 coating centers throughout the world.

Components and Special Systems segment

Leybold Vacuum produces vacuum systems and solutions for a broad spectrum of cutting-edge manu-
facturing and analytical processes, as well as for research purposes.

Contraves Space is the world’s leading provider of payload fairings for space launch vehicles. It also
develops and produces structures, instruments and precision mechanisms for use in satellites.




2002 2001 Sales Q4/2002 through Q1/2001
2002 2001
Q4 Q@3 Q2 Q104 Q3 Q2 Q1
Total comparable basis’ Orders recelved 1428 1334 ]
Sales 1426 1796
Operating result (EBIT) -86 -258 D D D D
Employees 6 507 6 979 L]
Information Technology? Orders received 684 536 ]
Sales 650 913 m m
Operating result (EBIT) -146 ~332 i | D D D
Employees 2 570 2952 *_j D LU
—
Semiconductors Orders received 157 106 —
Back End (ESEC) Sales 150 189 D D
Employees 688 826 D Oo UL
Semiconductors Orders received 158 207
Front End Sales 170 328 D l:] D
Employees 624 776 j D D L
Displays Orders received 91 52
Sales 68 134 D ] D
Employees 324 338 | D s N S
— —
Data Storage Orders received 184 76
Sales 171 157 [ [ [
Employees 474 545 L D L
Optics Orders received 95 95 ]
Sales 91 105
Employees 460 468 - L
Surface Technology?® Orders received 305 319 ]
Sales 306 326
Operating result (EBIT) 42 50
Employees 1837 1782 L
Components and Orders received 439 479 — P ]
Special Systems* Sales 471 557 ]
Operating result (EBIT) 19 34
Employees 1765 1932 L - (N NS S B B
Leybold Vacuum Orders received 352 392 1M ]
Sales 358 438
Employees 1445 1601 L O R NS A
Contraves Space Orders received 86 87 M
Sal
ales 113 119 — D D
Employees 321 330 [ - - D

! excluding amounts related to the discontinuing segments in both years, so that the actual performance of the remaining operations is apparent.

2 excluding the Materials activities sold in 2002
3 excluding the Decorative Coating business segment sold in 2001
* excluding the Leybold Optics busingss segment sold in 2001

in CHF million

536

2904

86

100

61

60

32

89

153

121

49
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Higher speed combined with increased precision and quality - thanks to Tsunami, ESEC will exert a lasting impact on chip assembly. Tsunami is the name
of the new and revolutionary wire bonder generation manufactured by ESEC. Wire bonding is a key process in semiconductor chip assembly: the fine gold wires used are
the means by which microchips receive electrical power and connect with other components. With conventionat wire bonders, the bondhead that positions and solders
those wires moves fron:-to-back, left-to-right, as if guided by crosshairs. However, there are limits to the bonding speed achigvable by this technological method. Thanks
to a fundamentally new system design, ESEC has managed to overcome those limits - the heart of Tsunami is a rotating bondhead which, tharks to its lighter weight,
requires much less braking and acceleration energy. As a result, Tsunami provides a guantum leap in bonding speed, at a level of precision equal or even superior to
conventional technologies. For customers, this means higher throughput rates, improved vield and, not least of all, clearly reduced production costs. Added customer
benefit was also a top pricrity with regard to other advances achieved in this new wire bonder generation. Development advances in air bearings mean that Tsunami
operates practically wear-free. And thanks to its new graphical user interface, the machine can be operated like a PC - at the click of a mouse. Its ergonomically tailored
dimensions and specia'ly adapted keyboard provide additional benefit to Asian operators. Moreover, Tsunami reqguires less floor space, which results in a higher leve! of
customer productivity per square meter.




> SEMICONDUCTORS BACK END (ESEC)

Activity ESEC is a leading provider of assembly equipment and system solutions for the back-end
segment of the semiconductor industry. Its Die Bonders and wire bonders are the hallmark of ESEC,
together with systems for new technologies such as flip chip-bonding. These machines are used to affix
chips to substrate material, and establish the necessary electrical connections by means of gold or
copper wire. The completed chips find uses in mobile telephones, personal digital assistants and PCs,
as well as telecommunications microprocessors and automotive sensors.

Market Last year, the semiconductor industry was hard-hit by weak global economic activity and slack
demand for IT end-products. A considerable level of overcapacity existed among ESEC’s customers.
Accordingly, investments in new equipment were postponed and, except in isolated cases, customers
opted to buy technology rather than additional capacity. On the whole, the market for back-end equip-
ment declined by 17 percent to a level of USD 640 million. ESEC maintained its market share in the Wire
Bonding segment, and further extended its leading position in Die Attach. ESEC is the clear market
leader for epoxy and soft-solder die bonders, and dominates in high-end applications for flip-chip
bonders.

2002 Following a transient recovery in the second quarter of the year, the third and fourth quarters
witnessed a renewed deterioration in market demand. In the 2002 financial year, ESEC recorded a
48 percent increase in orders received, reaching a level of CHF 157 million. Total sales declined to
CHF 150 million, a 21 percent drop versus 2001. On the other hand, measures aimed at reducing the
division's break-even point showed results: in comparison to the previous year, operating expense was
reduced considerably.

Highlights The introduction of a Key Account organization at ESEC has proved extremely successful.
Within the space of one year, the proportion of total sales attributable to key account customers has
increased from 19 to 31 percent. In an effort to exploit synergies in R&D and marketing, two of the
division’s business units were merged. In addition, ESEC has strengthened its sales and service
organization in Asia by upgrading facilities in China, Taiwan and Korea. Development of the new Tsunami
wire bonder was completed on schedule and a number of successful beta tests have been conducted
in collaboration with customers in Europe and Asia. ESEC has further increased its share of the die
bonding market, and in early 2003 the division launched its new and improved Die Bonder 2008 hS
(high Speed).

Sustainability In developing new machines, ESEC ensures that no environmentally harmful materials
are used either in their manufacturing or operation. To that purpose, the division has created a “negative
list” of harmful substances. ESEC achieved a breakthrough with its lead-free solder for use in chip
assembly. Due to new legal requirements as well as increasing pressure on the part of consumers, the
electronics industry has long demanded a suitable alternative to lead. In collaboration with one of its
suppliers and the University of Darmstadt (D), ESEC successfully developed a non-toxic substitute with
processing characteristics similar to those of lead.

7 OUTLOOK

In contrast to the cautiously upbeat forecasts of leading market research institutes, ESEC is reckoning
that 2003 will continue to witness a difficult market environment. Only when chip manufacturers’ capacity
utilization again reaches high levels will investments be made in new production systems. For that
reason, it will likely be 2004 before the back-end equipment market once again resumes solid rates of
growth. Thanks to its innovative new products, proven Key Account organization, streamlined structure
and the ability to react rapidly to increasing demand, ESEC stands ready to exploit the recovery in the
back-end semiconductor equipment market.
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Silicon-germanium (SiGe} chips bring multimedia to future wireless communications. Thanks to Unaxis' innovative manufacturing processes, SiGe technology
is paving the way to a significant market for the future. Whether it be for cell phones with multimedia capacity, high-speed data networks, supercomputers or
interactive home entertainment systems - future demands for information technology require microchips with significantly enhanced performance. With today’s silicon-
based technology, however, the semiconductor manufacturing industry is reaching its limits. In order for those companies to offer the increased performance demanded
by the market while simultaneously reducing production costs, a new technological advance is necessary. Experts agree that this leap in technology can be realized
through the symbiosis of silicon and germanium. Through these means, significantly increased data transmission rates can be achieved at reduced electrical power con-
sumption. The key to a successful move by SiGe technology into high-volume markets lies in the availability of cost-efficient manufacturing processes. With its revolutionary
Low-Energy Plasma Processing (LEPP) technology, Unaxis has created precisely those conditions. This patented process significantly reduces the time required to
produce the SiGe stratum, which in turn leads to considerably lower manufacturing costs. The fact that Unaxis’ technology has been further developed to market maturity
within the framework of two EU research programs, conducted in cooperation with teading semiconductor manufacturers such as STMicroelectronics, Motarola, Picogiga
and Wacker, as well as renowned universities, highlights the importance of this innovation.




> SEMICONDUCTORS FRONT END

Activity Semiconductors Front End is a leading provider of production equipment for the coating and
etching processes applied in semiconductor manufacturing. Its innovative processing solutions enable
the production of smaller, more powerful chips that afford a higher packaging density and consume less
energy. This division of Unaxis is active in three market segments - “Advanced Silicon,” which is devoted
to silicon and silicon-germanium (SiGe) technology, applications for ultra-thin wafers and photomask
etching technologies; "Advanced Packaging,” which specializes in metallization processes for wafer-
based packaging technologies such as flip chip; and “Compound Semiconductors,” which focuses on
high-frequency and optica! applications. Thanks to longstanding collaboration with leading chip manu-
facturers and universities, Semiconductors Front End commands a strong position in production
processes for the high-performance chips of the future.

Marlzet The market for semiconductor-related equipment is characterized by a high level of demand, but
being subject to severe cyclical fluctuations, this field of business activity is nevertheless an especially
challenging one. Semiconductors Front End is the global leader in etching eguipment for photolitho-
graphic masks and commands more than 80 percent market share in the area of advanced packaging.
The division is also well positioned in its other market segments. With the evolution of new technologies
such as SiGe, Semiconductors Front End aims to open up future high-volume markets.

2002 Given the persistently weak demand in the market for semiconductor-related equipment, Semi-
conductors Front End was unable to reach its profit targets for 2002. Orders received fell by 24 percent
versus the previous year to a level of CHF 158 million, and total sales declined by 48 percent to CHF
170 million. Although the division recorded several meaningful sales of technology, there was a dearth of
high-volume orders that would generate significant revenue. In particular, demand from Unaxis' key
telecommunications customers remained weak, a conseguence of their over-investment during the
boom years. This decline in revenues, coupled with the costs of planned market introduction of its new
300mm wafer equipment, meant that Semiconductors Front End incurred a loss at the operating level.

Highlights Despite the extremely difficult industry environment, Semiconductors Front End successfully
launched its 300mm wafer technology. The new CLUSTERLINE® 300 equipment has already been delivered
to advanced packaging customers in Europe, Asia and the USA. Within the scope of an EU develcpment
project focused on SiGe technology, Unaxis supplied STMicroelectronics with a beta version of the
CLUSTERLINE® LEP for the production of SiGe wafers. Thanks to the introduction of standardized
manufacturing platforms and a highly disciplined approach to procurement management, the division
was able to improve its operating efficiency and simultaneously increase its ability to deal flexibly with
cyclical market fluctuations.

Sustainability Semiconductors Front End technologies contribute to reduced resource consumption,
both in the production and ultimate operation of electronic products. As a result, processes provided by
Unaxis enable more efficient and hence more environmentally friendly use of gasses employed in manu-
facturing. Moreover, new technologies such as SiGe make chip production faster and more energy-
efficient. During the course of the 2002 financial year, the division continued its work on an in-house
environmental management system. In May 2003, the St. Petersburg {USA) facility will become the first
divisional unit to undergo 1SO 14001 environmental certification.

2 OUTLOOK

Semiconductors Front End is operating under the assumption that the market for semiconductor manu-
facturing equipment will remain stagnant during the first half of 2003. The emergence of a sustainable
recovery cannot be expected before the second half of the year. Against that backdrop, the division is
anticipating a modest improvement in orders received and total sales. The Semiconductors Front End
product range is oriented towards the most significant technological trends in the semiconductor industry,
namely the transition to 300 mm wafers, and higher-performance materials like silicon-germanium
(SiGe). Once a noticeable market recovery emerges, the division will profit from this positioning.
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With its next-generation production technology, Unaxis enables a reliable, cost-efficient means of manufacturing large-format, flat panel displays - and
thereby sets the stage for the breakthrough of flat screen televisions into the mass market. The market for flat panel displays stands at the threshold of a
fundamental change. Soon, the cathode ray tube televisions that are omnipresent in homes throughout the world will be replaced by flat screen TV sets. The driving force
behind that move is not only attributable to the larger image surface and reduced space requirements of flat screen TVs, but also to their enhanced picture quality, lower
weight and increased enargy efficiency. Furthermore, flat panel displays are ideally suited for digital and interactive television. Market estimates indicate that by 2005, flat
panel TVs with a diagonei screen size of 40 to 42 inches will achieve broad-based predominance. A significant increase in the size of the glass substrate to approximately
4 m?is a prerequisite for cost-efficient production of these screen formats. Given a thickness of less than 1 mm, dimensions of that magnitude place tremendous demands
on the related production technology. The main crucial factors in this regard are the ability to uniformty coat the entire glass surface, enlarged processing chambers, and
advances in the means by which the glass is transported within the production equipment. From a customer viewpoint, maximum reliability and the highest possible
throughput and yield are a must — and all this at the lowest possible cost. In the light of these requirements, Unaxis Displays is implementing a fundamentally new system
conicept in its next-generation manufacturing systems — fewer processing chambers, each with increased throughput. As a result, these new manufacturing systems pro-
vide enhanced refiability at a constant rate of production. Much emphasis has been placed on the environmental friendliness of this manufacturing process. Unaxis has
set aside considerable resources for its new generation of systems. The associated development project is being driven concurrently by engineering teams at the com-
pany's Tribbach (CH) anid Paris (F) sites. The initia! prototypes of these systems will be available by the end of 2003, and market introduction is scheduled for the sum-
mer of 2004.




> DISPLAYS

Activity Unaxis Displays develops thin film coating processes used in the production of flat panel liquid
crystal (LCD) displays. The division mainly utilizes thin film transistor (TFT) technology, in which each of
the screen’s individual pixels are controlled by an active semiconductor component, thus providing high-
contrast, brilliant images. To date, flat panel displays have mostly been used in notebooks, PCs, mobile
phones and PDAs. Thanks to increasingly cost-efficient manufacturing processes, they are now taking a
steadily growing share of the TV market.

Market Measured on the basis of unit sales, the market for flat pane! displays demonstrated robust
growth in 2002, a trend that is primarily attributable to a marked decline in their cost per unit. That
development calls for ever-cheaper production processes and will accordingly accelerate the move
towards coating ever-larger glass substrates. While such glass surfaces currently measure around 1.3 m?
(Generation 5), that area is set to grow to approximately 4 m? (Generation 7). PC monitors currently
represent the major driving force for growth. The next wave will be attributable to flat screen TVs, which
represent a potential demand of more than 100 million units per year. The market for production equipment
that is relevant to Unaxis is worth approximately CHF 1.2 billion, although this figure is subject to distinct
fluctuations. Displays is the world’s second-largest provider of TFT production systems.

2002 With orders received in 2002 totaling CHF 91 mitlion, the Displays division recorded a 75 percent
increase in comparison to the previous year. However, total sales declined by 49 percent to CHF 68 million.
This development is attributabie to a cyclical tendency in the displays market - in 2001, a large amount of
new production capacity was installed, which in turn led to a market consclidation in 2002. Also, Displays
introduced its production systems for Generation 5 flat pane! displays.

Mighlights CPT, one of Taiwan’s most important manufacturers of flat panel displays, placed a major
order for Generation 4 PECVD production systems. Also, Displays succeeded in introducing its PVD
systems at the facilities of two additional Taiwanese customers. As a result, the division has cemented
its leading position in that country. Displays also received the first orders for its Generation 5 PECVD
system. Customers confirm the overall outstanding “cost of ownership” afforded by the system. Deve-
lopment of Generation 6 and 7 equipment for the television market has been greatly accelerated.

Sustainability Thanks to a new process, Displays has managed to dramatically reduce emissions of the
greenhouse gas sulfur hexafluoride (SFe) that is used for cleaning PECVD systems. With its KAl 800
system, Displays has retrofitted a thermal process that eliminates SFe-contaminated waste air by instead
generating flucridated wastewater that can be appropriately treated. In addition, Displays has initiated a
project focused on the production of solar cells. This application is based on the division’s existing
technology, because the coating process used in manufacturing solar cells is essentially identical to that
employed in the production of TFT LCD displays. A small test unit was delivered in the summer of 2002,
and the first production systems are likely to become available by the end of 2003.

A CUTLOOK

The overall market forecast for TFT LCDs is very robust. Several large projects were initiated in 2002/2003
that will be launched at the end of 2003/2004. This could somewhat slow down the equipment market
for 2004. Within the industry, start-up problems at several Generation 5 fabs have led to a postponement
of the decision to go to Generation 6 or Generation 7, which means Generation 5 will have a longer life
span. Nevertheless, we believe that Generation 6 and Generation 7 will come and we are making con-
siderable investments to capture that development.
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Two factors count mest in the market for DYD equipment: low production costs and high processing reliability. In that regard, Unaxis’ Matrix {DVD-9)
represents the current state-of-the-art in production lines for prerecorded DVDs. The digital versatile disc (DVD) is on the way to becoming the most successful
consumer electronics product of all time. According to industry data, mare than 2 billion prerecorded DVDs were sold thraughout the warld in 2002 - almast double the
number sold in the prior year. Having already established itself as the leading manufacturer of production-fine equipment for rewritable formats thanks to its Paragon
system, Data Storage is now entering the tfremendously larger market for prerecorded DVDs. In early 2003, a newly integrated replication ling named Matrix was launched
for use in this segment. Manufacturing process reliability and cost efficiency were the top priorities in the development of Matrix. As a consequence, this system incorpo-
rates an array of future-oriented innovations. For example, Data Storage blazed new trails in bonding, i.e. gluing together both halves of the DVD. With Matrix, that process
is accomplished in a vacuum, thus preventing the formation of air bubbles and minimizing the number of rejects. At the same time, Data Storage exploited its leading
know-how in the field of coating equipment. Optimal utilization of the coating material reduces a further significant cost factor. As a result, Matrix affords the lowest cost
per disc to be had in the entire industry. Owing to the Matrix system’s tremendous reliability, Data Storage can also ensure customers that they will obtain a high yield of
qualitatively flawless discs - convincing arguments that will help the division to gain a leading position also in the attractive market for prerecorded DVDs.




> DATA STORAGE

Activity The Data Storage division is the world's leading provider of metallizing, replication and mastering
systems for the data storage device industry. Data Storage is the only company in the market with a com-
prehensive product range for ali data formats. Its systems are used for the production of optical media like
CDs and DVDs, as well as for magnetic data storage devices such as computer hard discs. In addition,
the division offers integrated production lines that are distinguished by their ability to provide the highest
throughput and lowest per-unit manufacturing costs. The Data Storage customer base comprises inte-
grators on the one hand, and replicators, or manufacturers of the various data storage media, on the other.

Marlket The market for coating and mastering systems as well as integrated production lines for data
storage media represents a total annual turnover of roughly CHF 1.4 billion. The average annual growth
rate of this segment lies in the area of 12 percent; however, it is subject to marked cyclical fluctuations.
In the aftermath of the previous year's market decline, 2002 witnessed a noticeable recovery. Data Storage
plays a dominant role in the market for data storage equipment - worldwide, more than one-third of all
hard drives, two-thirds of all CDs and CD-ROMs, and more than 80 percent of all rewritable CDs, DVDs
and MiniDiscs™ are manufactured with this division’s coating systems. Data Storage is also a leading
provider of mastering equipment.

2002 Data Storage benefited in 2002 from the about-face in the market for data storage devices. In
comparison to the previous year, the division recorded a 141 percent increase in orders received to a total
of CHF 184 million, while sales grew by 9 percent to reach CHF 171 miliion. Data Storage has established
itself as a provider of total solutions and has delivered its first fully integrated production lines. In this
segment, a significant increase in orders was recorded in the fourth quarter. There was similarly strong
growth in demand for coating equipment, and the division even managed to double sales of its mastering
systems versus the prior year.

Highlights A milestone on the path to the production-line business was set by the successful launch of the
division’s new Matrix DVD-9 line. Initial deliveries are scheduled for the first quarter of 2003. In the area of
rewritable data storage media, Data Storage was able to strengthen its leading position by a considerable
margin - the Paragon line is being optimized for DVD+RW discs within the framework of an exclusive part-
nership with Philips. Technologically enhanced versions of the Pi and Universal Recorder mastering
systems are enjoying a favorable reception in the marketplace. As a result, Pi has advanced to become one
of the most widely sold production units of its kind in China, the world’s most important mastering market.

Sustainability Thanks to the know-how it has gained from many years of involvement with thin coating
technology, Data Storage's coating systems achieve the industry’s most favorable level of material
utilization. This helps customers to benefit not only from lower per-disc manufacturing costs, but also
contributes to a reduction in the amount of expensive materials consumed during the production
process. In 2002, Data Storage developed a new means of sputtering that provides an even higher level
of material-consumption efficiency than its predecessor model. With an eye towards the systematic
inclusion of environmental sustainability in Unaxis’ business processes, Data Storage has set itself the
goal of fulfilling the environmental requirements of ISO 14001 in 2003.

2 QUTLOOK

For 2003, Data Storage is anticipating yet another improvement in its field of business. The uptrend in
the market for data storage devices is likely to continue and, for Data Storage, the strategy change
towards becoming a provider of production lines will pay off. Major investments are to be expected in the
area of prerecorded DVD videos and, thanks to Matrix, Data Storage is well positioned to gain a larger
share of this market. Rewritable and recerdable formats are also likely to experience favorable trends
thanks to lower prices and a new generation of PCs featuring integrated DVD recording drives. A move
towards a uniform format standard for rewritable discs is emerging, and that will provide an added boost
to developments in this market. The division's mastering business is likely to benefit from the growth
impetus emanating primarily from Asia.
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BioChips make it possible to gain a better understanding of the human body, thereby spurring the development of new medications and diagnostic
procedures. With the substrates that it manufactures for BioChips, Unaxis Optics makes a meaningful contribution to progress in medicine. Biological
microchips, commonly referred to as BioChips, open entirely new paths in pharmaceutical research. They permit extremely precise analyses of tissue specimens, blood
and other biological matter, in much less time than is possible with other investigative methads. The Optics division’s Bio Chip products are thin glass substrates with a
fine nanostructure, the surfaces of which are coated with a highly refractive fiim. The clinician applies to these chips hundreds or even thousands of microscopically smait
dots that contain specific gene or protein molecules, depending on the objective of the research. Then, the tissue specimens to be analyzed are applied to the surface
and their reaction with the molecules is measured by means of a laser beam. By way of example, the efficacy, toxicity and side effects of various medications can be
assessed via this methocl. Other upcoming applications include human and veterinary diagnostics, verification of the quality of food products, and agricultural and envi-
rcnmental testing. The primary advantage of Unaxis' BioChip substrate is high sensitivity. Thanks to the waveguide coating on the substrate surface, measurements can
be up to one hundred times more sensitive than competing products. Because sensitivity and quality are key elements in medical research and ultimately lead to lower
development costs for new medications, these factors afford Unaxis Optics outstanding leverage in the marketplace. For a number of years now, the Optics division has
pursued the development of BioChip technology in collaboration with research institutes and pharmaceutical companlies. For example, it has worked closely with Novartis
since 1997. In 2002, a leading biotechnology company (Qiagen) introduced a product platform based on Unaxis technology. The 2003 financial year will bring a marked
increase in the Optics division's production capacity, to roughly one million BioChip substrates annually.



> OPTICS

Activity Unaxis Optics produces coated optical components and assembties that are used in data and
video projection, medical diagnostics, optical instruments and sensors, as well as in lighting systems.
Creating highly precise coatings with outstanding spectral characteristics and durability represents the
key competency of Optics. In addition, the division possesses comprehensive know-how in the area of
glass processing, lithography and the production of complete opto-mechanical and opto-electronic as-
semblies. The Optics division is in a position to support customers throughout the product life cycle from
the product-design level to high level volume production.

Markket Unaxis Optics targets a market worth CHF 1 billion in annual revenues and is one of the leading
providers in the industry. Roughly half of that revenue is attributable to optical components for data and
video projection. Thanks to new applications in the field of rear-projection televisions, this segment is
likely to achieve attractive future rates of growth. The start-up business with BioChip products is bene-
fiting from strong growth forces brought on by increasing cost pressures in pharmaceutical research and
the trend towards medical genomics. In the field of optical instruments and sensors, future growth
potential is to be found in surface glasses for use in CCD sensors and MEMS.

2002 Following the marked decline in demand witnessed in the previous year, the business flow of the
Optics division stabilized at low levels in 2002. Orders received were held at a level of CHF 95 million,
and sales fell by 13 percent to CHF 91 million. While developments in the area of data and video projec-
tion exceeded expectations, instruments and lighting systems encountered economically related weak-
ness. Sales of BioChip products rose by more than 50 percent, however at an overall low-volume level.

Highlights Following preparatory activities that were accomplished in record time, the new Unaxis
Optics production facility in Shanghai commenced operation at the end of 2002. Because the market
for data and video projection has steadily migrated to Asia, local manufacturing is of crucial strategic im-
portance. It is the cnly way for the Optics division to be capable of producing the relevant components
at competitive cost. In the projection segment, Optics also received significant orders from television
manufacturers for rear-projection-TV optical components. With an eye towards furthering its know-how
in the field of BioChips, Optics has signed cooperation agreements with two renowned European
research institutes.

Sustainability In the first quarter of 2002, Unaxis Optics in Balzers received 1SO 14001 certification for
" its environmental management system — one of the company’s first cperating units to do so. The same
clear-cut methodology for evaluating environmental impact was also applied to the establishment of the
Optics division’s production plant in Shanghai. Thanks to this new system, the local authorities — who
require stringent environmental standards of new industries that settle in their region - were provided
with transparent information as a part of the approval process.

7 OUTLOOK

Despite what will likely be a continuation of stagnant economic activity, Optics anticipates that 2003 will
witness a noticeable recovery in its key markets. Demand for data and video projectors will benefit from
the launch of new end-user equipment in the home-TV area. Optics will increase its Shanghai production
capacity for projection components in step with market expansion. Demand for BicChips is expected to
continue and Optics, in conjunction with highly competent partners, will strengthen its market position.
On the whole, the Optics division anticipates improved order flow and sales.
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Higher productivity, flexibility, refiability and user-friendliness - the new Rapid Coating System (RCS) and BALINIT®X.CEED coating from Balzers are prime
examples of product developments that are solidly oriented towards providing customer benefit. "What requirements must be met by the latest generation of
tool-coating equipment?’ That guestion represented the point of departure in the development of Balzers' new Rapid Coating System (RCS). The result is a machine that
sets new standards in many respects: the RCS shortens throughput time by roughly 40 percent and thus offers considerable productivity enhancement for customers. At
the same time, its modular system concept allows the RCS to be adapted precisely to a given customer's needs. The equipment can produce a wide variety of coatings
using different materials and coating processes. Complex, application-specific coatings can thus be applied cost-efficiently and within short delivery times. One example
of a high-performance coating produced in the RCS is BALINIT®X.CEED, which was launched in early 2002. Balzers developed this coating especially for cutting tools
used to machine molds and dies ~ a promising future field. BALINIT®X.CEED revolutionizes mold making by snabling environmentally friendly, rapid and cost-sfficient
machining of hardened stzel.
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> SURFACE TECHNOLOGY (BALZERS)

Activity The Surface Technology segment, which does business under the name of “Balzers,” develops
equipment and processes for coating tools and precision components. This technology is both sold
directly to customers, and put to use in the company’s own worldwide network of coating centers.
Systems supplied by Balzers can apply extremely hard coatings that are only a few thousandths of a
millimeter thick. They not only increase tool productivity and service life, their use on components
reduces friction and wear, thus providing a higher level of performance, load capacity and reliability.

Market The global market for coating services totals roughly CHF 1 billion annually and is showing
an attractive rate of growth. Further to that, related equipment business is worth between CHF 100 and
200 million, depending on the state of economic activity. Growth in the coatings field is primarily influ-
enced by increasing market penetration, and the trend in tool coating can be further accelerated through
geographic expansion and the introduction of new products for specific applications. The demand for
coated components is being driven, among other factors, by new diesel technology in the automotive
industry. In addition, component coating for the machine industry also represents a growth area. With an
approximate 35 percent share of the market, Baizers is clearly the global leader in this field, with most
competition coming from small local firms.

2002 Given the difficult business environment, Balzers held up well in 2002. On a comparable basis’, its
total sales of CHF 306 million stood 6 percent below the prior-year level. That decline was primarily
attributable to the 4 percent negative impact of foreign-currency translation. Expressed in local currency,
revenues earned from contract coating services remained unchanged; however, clearly divergent trends
were noticeable among the individual market segments. The weak global economy had a negative
impact primarily on the coating of new tools. By way of contrast, demand increased in the other fields
of tool coating. In local currency, component coating recorded a revenue increase of 16 percent. The
equipment business, however, suffered under the general slack demand for investment goods.

Hightights In 2002, Balzers introduced eight new coatings, thereby broadening its product range con-
siderably. All of these coatings are focused on fulfilling the needs of customers in the division’s various
market segments. Mass production commenced in several high-volume component coating projects. In
Poland, Balzers founded a new national subsidiary that will begin operation in the spring of 2003. With
its new coating centers in Passau (D), Beauvais (F) and Indianapolis (USA), Balzers has a network of 51
centers in 19 countries as of early 2003. Particularly gratifying growth rates of between 20 and
50 percent were achieved by its still-young subsidiaries in Austria, Brazil, Mexico, India and Singapore.

Sustainability The processes developed by Balzers are extremely friendly to the environment. In contrast
to conventional surface treatments such as electro-plating, none of the substances used are ecologically
harmful. Moreover, coated tools burden the environment to a lower extent because they minimize or totaily
eliminate the use of cooling, lubricating and separating agents. In the automotive industry, coated preci-
sion parts reduce fuel consumption and noxious emissions, and prolong the life of engines. The fuel-
saving technology of the three-liter engine can only be realized thanks to coated components. To date,
Balzers has had two of its coating centers environmentally certified according to 1ISO 14001, and prepa-
rations are underway for certification of further centers.

' excluding the Decorative Coating business segment sold in 2001

A OUTLOOK

Despite the lackluster state of the global economy, Balzers is reckoning with a slightly higher level of
sales in 2003. Growth impetus can be expected mainly from a higher degree of market penetration, and
Balzers’ newly introduced coatings will play a central role in accomplishing that. During the current
financial year, those products should already make a contribution to sales growth. In 2003, Balzers will
also continue its geographic expansion and broaden its network of coating centers.
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With its new ScrewLine fore-vacuum pump, Leybold Vacuum offers a high-tech solution for industrial manufacturing. The pressure to innovate is continually
increasing, not least in traditional fields of industry. New products must always be better, more versatile — and attractively priced. Therefore, increasingly high-tech means
of production are being utilized in industrial manufacturing processes - for example in metallurgical melting processes and the production of architectural glass with climate-
specific characteristics. For reasons of purity or requirements associated with special manufacturing procedures, these processes must be conducted under vacuum
conditions that, to date, have mainly been created by ofl-sealed vacuum pumps. Leybold Vacuum has now introduced for the first time an oil-free fore-vacuum pump
named “Screwline” that is specially tailored to the reqguirements of traditional industry. A key point in its development was ensuring a high level of refiabliity and robust-
ness. Extremely durable components allow extended operating times, even in difficult industrial environments. Through “dry,” i.e. oil-free operation, regular replacement
of gear oil and expendable parts is minimized, which in turn sharply reduces downtime, service and maintenance costs. Thanks to air cooling, the ScrewLine also requires
no cooling water and, in many processes, no auxiliary gases. With its Screwline, Leybold Vacuum offers a high-tech solution for low-tech industrial manutfacturing, one
that is convincing both in terms of its cost advantages and environmental friendliness.




> LEYBOLD VACUUM

Activity Leybold Vacuum produces vacuum pumps for use in a broad range of advanced manufacturing
and analytical processes, as well as for research purposes. Leybold Vacuum’s core capabilities center on appli-
cation-specific solutions for the creation of vacuum and extraction of processing gases. Areas of applica-
tion are to be found in the semiconductor and data storage device industries, analytics, as well as numerous
areas of traditional industrial manufacturing. For example, CDs and optical glass can only be coated in a
vacuum. In a similar vein, refrigerators can only be filled with refrigerants, and automobile brake systems
can only be filled with brake fluid, after the ambient air has been eliminated by vacuum pumps.

Marke? In 2002, the market for vacuum-pump technology comprised a total annual volume of roughly
CHF 2.2 billion. In comparison to the previous year, that represents a decline of around 30 percent, which
can mainly be attributed to the collapse in the semiconductor market. A resurgence of demand in the
latter area is not anticipated before the end of 2003. The industrially oriented market segments have
developed more favorably, particularly with regard to the continuing growth experienced in the field of
evacuating television picture tubes and flat panel displays. Leybold Vacuum clearly ranks among the
leaders in its various market segments.

2002 Against the backdrop of overall market weakness and the negative impact of foreign-currency
exchange rates, Leybold managed to hold up well in the 2002 financial year. Orders received declined by
10 percent to CHF 352 million, while sales dropped by 18 percent to CHF 358 million. The division’s
evenly balanced portfolio partially compensated for market weakness in the semiconductor segment.
Moreover, the China region experienced unusually strong growth. The division’s efficiency-enhancement
program initiated in 2001 was pursued further and supplemented by additional measures - for example,
through the merger of its business unit structure. As a result, Leybold Vacuum was able to reduce its
break-even level by a significant amount.

Highlights A US-based company granted Leybold a substantial order for 850 rotary-vane pumps that
are used in the detection of explosive materials, thus representing one of the first orders of its kind to be
awarded in this new field of application. Leybold was also able to expand its customer base thanks to a
project in China aimed at vacuum-equipping the machinery used for coating architectural glass. A key
step in the still-young but strongly growing Chinese market is represented by the early-2003 opening of
the division’s service center in Shanghai, the third service center in China after Tianjin and Guangzhou.
As a result of internal reorganization measures and improved operating processes, Leybold was able
to achieve a considerable reduction in its inventory levels and delivery times.

Sustainabilitly Leybold is working continually on optimizing the vacuum and gas processes of its cus-
tomers’ equipment. Aside from cost considerations, reduced environmental pollution also plays a central
role in this regard. Both of those objectives can be achieved through the use of “dry” pumps, a techno-
logy characterized by its low cost of operation and reduced level of oil-related pollution. At the division’s
Cotogne facility, Leybold has introduced a new industrial waste concept in collaboration with the local
authorities. This approach focuses on precise sorting and appropriate disposal of production waste
materials such as metal filings, oil and lubricants in keeping with the latest technical aspects of eco-
logical responsibility.

A CUTLOOK
Due to the weak global economic trend, market growth for 2003 is likely to be modest. However, Leybold
anticipates an increased flow of orders and revenues that should exceed the level of the general market.
For 2003, the division has established four key focal points - the successful launch of its new ScrewLine
“dry” fore-vacuum pump will take center stage in this regard. In January, the Cologne facility com-
menced construction of a new plant for the modern, material-flow-optimized production of high-vacuum
products. In Asia, and particularly in the Chinese growth market, Leybold’s infrastructure in the areas of
production, sales and service will be further strengthened. Lastly, Leybold will generally expand its service
business on behaif of customers.




The international space station ISS is one of the largest global research projects ever undertaken. Contraves Space is a major contributor towards that
effort by supplying the structure subsystem for the European Automated Transfer Vehicle {ATV). Construction of the ISS is well advanced, with over 100 000 in-
dividuals from around the globe working for partner companies in the USA, Europe, Russia, Japan and Canada participating in this international joint project. Three times
larger than the former Flussian space station MIR and weighing in at roughly 450 tons, the ISS is a high-tech research laboratory that orbits the Earth at an altitude of close
to 400 kilometers. Certain supplies for the ISS and its permanent crew of up to seven astronauts wilt be delivered by the European Space Agency (ESA) unmanned
Automated Transfer Vehicle (ATV}. The ATV is faunched into Earth orbit by an Ariane 5 faunch vehicle and then continues under its own power to the ISS, where it docks
automatically. Once dacked with the 1SS, the ATV's on-board propulsion system allows it to perform altitude and course corrections in lockstep with the ISS. Contraves
Space, together with bioth Swiss and international subcantractors, is responsible for the ATV structure subsysterns. This structure comprises all of the load-bearing com-
ponents of the propulsion system primary structure, the separation system for detaching the ATV from the Ariane 5 launch vehicle, as well as a shield to protect against
ricrometeorite impacts. In addition to the ATV structure, Contraves Space also supplies the storage racks that support a payload of up to 750 kg, as well as the unfolding
mechanisms for the solar panels that supply the ATV with power. The ATV program is of particular interest to Contraves Space because it represents a long-term
commitment with recurring orders. Eight years after having initiated the original studies, Contraves Space delivered the structure for the first ATV vehicle on schedule in
June 2002. The initial qualification flight is planned for September 2004. As of 2006 — and over the operational life of the ISS, estimated to be roughly 10 years — an ATV
will launched to the space station every 18 months.
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> CONTRAVES SPACE

Activity Contraves Space is an internationally renowned company in the field of asrospace technology.
The division develops and manufactures payload fairings for launch vehicles through apptication of com-
posites technology, as well as producing structures and precision mechanisms for satellites. Further key
products are its instruments for use in space exploration and laser terminals for optical data transmission
between satellites to facilitate global telecommunication. Contraves Space works on behalf of institu-
tional customers such as the European Space Agency, as well as for commercial European and American
providers of launch-vehicle-based transportation services.

Marltet The aerospace market relevant to Contraves Space experienced a modest decline in 2002 but
encompasses a total annual volume of roughly CHF 1 biition. Stagnation in the telecommunications in-
dustry led to lower demand for satellites, which in turn meant that fewer rocket launches took place. In
addition, global competition in the satellite delivery segment intensified. The European aerospace trans-
port enterprise Arianespace, and thus also Contraves Space, are subject to increasing competitive pres-
sure from American providers and their Russian partners. In the commercial segment of
the industry, Contraves Space is the leading supplier of payload fairings for customers in Europe and
the United States. In the institutional segment of the aerospace market, the division is allied with ESA
in a number of important programs.

2002 In the face of declining market volume, Contraves Space essentially achieved the goals it had
established for the 2002 financial year. Orders received totaling CHF 86 million remained at the levels
recorded in the previous year, however total sales declined by 5 percent to CHF 113 million. Reduced
demand for telecommunications satellites exerted a negative impact on the division's commercial busi-
ness. In the institutional ESA-related market, planned projects - in particular the Galileo space navigation
program — were postponed.

Highlights The European Earth-observation satellite ENVISAT was launched at the end of February
2002 with two Contraves-manufactured instruments on board. As a part of this mission, the extended
version {Long Fairing) of the Ariane 5 payload fairing was successfully flown for the first time. The quali-
fication of the payload fairing for America's new Atlas V-500 launch vehicle was concluded upon the
successful separation test conducted in July. In addition, Contraves Space was able to deploy its aero-
space technologies in products outside of the division’s traditional market - it is developing aperture
mechanisms for lithography systems used in microchip production. A low point of the financial year came
with the failed mid-December launch of the enhanced-performance Ariane 5 launch vehicle, which would
for the first time ever have transported a total payload mass of 10 tons into geostationary Earth orbit.

Sustainability In the coming years, ENVISAT will analyze changes in the global ecosystem. Contraves
Space played a significant role in developing two of the ten onboard scientific instruments. One of them,
MIPAS, determines the concentration profile of more than 20 gases relevant to the climatic process in the
atmosphere. To that aim, the division has developed high-resolution optical systems, including the related
telescope and software. The other, ASAR, is a high-performance radar system with which, in addition to
numerous operational modes, makes it possible to assess the thickness of the polar ice cap. For its radar
antenna, which measures a total of ten meters in length, Contraves Space was responsible for designing
and manufacturing the fold-out composite structure.

A OUTLOOK

Contraves Space anticipates that sales will experience another modest decline in 2003, mainly as a resuit of
continuing reduced demand from the telecommunications industry. The division’s business activities are also
dependent upon the general trend in the aerospace market following the Columbia disaster and the failed
launch of the enhanced-performance Ariane 5. In April 2003, Contraves Space will fulfil customer delivery of
the gualification model of its aperture mechanism for photolithographic systems. The initial units are planned
for market intraduction at the end of 2003. Scheduled for mid-2003 is the maiden voyage of America's new
Atlas V-500 launch vehicle with its 20.7 meter long payload fairing supplied by Contraves Space.
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> GLOSSARY

Advanced Synthetic Aperture Radar (ASAR) is an extremely high-resclution radar aboard the Euro-
pean Environmental Satellite ENVISAT which facilitates measurements on all continents at any time of
day or night, regardless of the prevailing weather conditions. The antenna is 10 meters long by 1.5 meters
wide; Contraves Space developed and manufactured the antenna support structure.

Automated Transfer Vehicle (ATY) The European space transporter ATV is a single-use vehicle that
will regularly resupply the manned space station. An Ariane 5 launcher will place the ATV into Earth orbit.
Thereafter, the ATV wiil automatically propel itself to the space station using its own rocket motor. The
ATV also has reboost capability, so it can assist with the important task of making orbital corrections to
the entire space station. The ATV is a major contribution by the European Space Agency to the ISS.
Starting in 2004, an ATV wilf fly to the ISS every 18 months. Contraves Space is responsible for the
spacecraft’s structural subsystems.

Back End is also referred to as Assembly and Packaging. This is where wafers are sliced into individual
dies or chips and mounted in a hermetically sealed package with electrical connections to the outside
world.

BioChip A substrate coated with hundreds or even thousands of microscopic reaction sites consisting
of specific DNA or protein molecules. Specific means that they react only with precisely fitting, comple-
mentary reaction partners according to the lock-and-key-principle, and do not react with other mole-
cules. This enables a sample to be tested for the presence of hundreds or thousands of reaction part-
ners. Like a computer chip performing thousands of electronic mathematical operations at the same
time, a BioChip can perform hundreds or thousands of biological lock-and-key reactions simultaneously.
This opens the door to a deeper understanding of processes in cells, organs, plants, animals and human
beings.

Charge-Coupled Device (CCD) A light-sensing microchip consisting of up to several million individual
pixels. CCDs are built into image-capturing devices such as digital still and video cameras, PC and cell
phone cameras, scanners and bar code readers. They are also widely used in industrial and scientific
imaging applications.

CD-R stands for Compact Disc Recordable. CD-R discs are write-once data storage media, mechanically
compatible with their conventional (read-only) counterparts and with a native capacity up to 840 MB.

CD-RW is a rewritable version of the above, with a somewhat smaller capacity of 650 MB. The recording
layer is mostly based on phase-change technology.

Chemical Vapor Deposition (CYD) is a technique in which one or more gaseous reagents form a solid
insulating or conducting layer on the surface of a wafer. Several forms of CVD exist for a variety of specific
applications.

Die Bender A machine that picks, positions and bonds chips onto strips, substrates or leadframes,
sometimes referred to as die attach.

DVD stands for Digital Versatile Disc or Digital Video Disc. DVDs are made of 1 or 2 sandwiched poly-
carbonate discs, either 8 or 12 cm in diameter. Launched in 1897, a DVD may contain up to 17 GB of data
(DVD-18), depending on the disc type. 4.7 GB (DVD-5) discs are currently enjoying a boom, thanks to
their suitability as a storage medium for films and other video entertainment.

DVYD-R is the recordable version of DVD, mostly based on organic dye.

DVD+RW is the rewritable version of DVD, mostly based on phase-change technoiogy.




Electro-plating is an electrochemical process for treating metal surfaces. Metal items to be plated are
immersed in a bath of metallic salt solution. When an electric current is passed through the bath (electro-
lysis), the salt chemically decomposes to deposit a metallic coating of chromium, copper, nickel, zinc,
etc. on the item. Electroplating imparts a pleasing finish to metal surfaces (chromium plating), and can
also protect against corrosion (zinc galvanizing).

Flip Chip interconnect technology is a technique for mounting a chip with its active side facing towards
the substrate.

Front End is a collective term for the earlier stages of chip production, and actually consists of two
parts. First, multiple material deposition and processing cycles are used to build the basic transistors.
Next, further deposition and processing cycles create the electrical connections between the hundreds
of millions of transistors on a single chip. Front End is also referred to as wafer processing and manu-
facturing.

Liquid Crystal Display (LCD) is the technology used for displays in notebook and other smaller-scale
computing devices. From the ubiquitous wristwatch and pocket calculator to advanced high-resolution
computer screens, this type of display has evolved into an important and versatile interface. A liquid
crystal display consists of an array of tiny segments (called pixels) that can be manipulated to present
information. This basic idea is common to all displays, ranging from simple calculators to full-color LCD
televisions.

Low-Energy Plasma Processing (LEPP) is a plasma-enhanced process for low-temperature wafer
cleaning and low-temperature, high-speed deposition.

Mastering the final creative and technical step prior to pressing a CD, DVD, or other medium.

Micro-Electro-Maechanical Systems (MERMS) are integrated microdevices or systems combining
electrical and mechanical components. They are fabricated using integrated circuit (IC) batch processing
techniques and can range in size from micrometers to millimeters. These systems can sense, control and
actuate on the microscale, and function individually or in arrays to generate effects on the macroscale.
MEMS is an enabling technology; current applications include DMD projection systems, accelerometers,
pressure, chemical and flow sensors, micro-optics, and others.

WMichelson Interforometer for Passive Atmospheric Sounding (MIPAS) An instrument developed
and built by Contraves Space together with Astrium, used for global monitoring of trace gases and their
photochemical interactions in the Earth’s lower stratosphere. Atmospheric temperature and the distribution
of aerosoti particles are important parameters of global climate change that can be derived from MIPAS

observations.

Packaging concerns housing chips to protect them from environmental influences, and to produce
a finished product suitable for industrial use.

Plasma-Enhanced Chemical Vapor Depesition (PECYD) performs CVD through the use of a vapor
containing electrically charged particies or plasma. The plasma makes the vapor more reactive.

Photolithography is a process used to transfer an electronic circuit layout pattern from the photomask
to a resist layer deposited on the wafer.

Photomaslk is used in photofithography to block resist exposure in the areas corresponding to the elec-
tronic circuit. It consists of chrome opaque areas supported on a very high-quality quartz plate that is
transparent to UV radiation.

Physical Vapor Deposition (PYD) deposits a thin layer of metal on the wafer surface for electrical
contacts and wires, using a process called sputtering.

45




46

Precision Technolegy is a blend of mechanical, IT, physics and chemistry expertise. Interdisciplinary

interaction of these sciences, coupled with the skill of applying scientific knowledge to customers’
processes and applications, enabies Unaxis to develop the necessary equipment and products. Unaxis
equipment combines these technologies to produce precisely controlled conditions of vacuum and tem-
perature. Extreme cleanliness minimizes problems caused by stray particles to facilitate production of
precision structures and coatings. All of this is fundamental to Unaxis manufacturing processes and end
products. Unaxis uses precision technology in all its areas of activity. The Unaxis Optics division applies
special-purpose coatings with precisely defined characteristics. The Contraves Space division develops
lightweight structures and high-precision mechanisms for satellites, scientific instruments for space
research, as well as optical terminals for data transmission between satellites. At ESEC, precise and pro-
ductive robotic automation is likewise pushing the envelope of technological feasibility in chip assembly.

Thin Film Transistor {TFT) technology is used to make the liquid crystal displays (LCDs) found in note-
book and laptop computers. Each pixel {the basic unit of programmable color on a computer display or
in a computer image) is controlled by its own transistor. One transistor per pixel reduces the current
needed to make it illuminate, which in turn increases switching speed for a more responsive display.

Thin Film Technology produces extremely thin coating layers, as little as one thousandth of the diam-
eter of a human hair. Thin films are extremely versatile: they filter and reflect light, protect and enhance
surfaces, insulate against heat or cold, conduct and control electric current and assist in information
storage. Thin films are made from highly purified solid coating materials, which are either naturally
occurring elements like titanium, aluminum, copper, gold and silver, or man-made cocmpounds. Unaxis
uses thin film technology in virtually all of its activities and applications, as a highly effective means of
deploying expensive materials, for making extremely small structures, and for modifying a material's
characteristics or imparting new characteristics. Unaxis’ Semiconductors, Displays, Data Storage and
Surface Technology (Balzers) divisions all develop coating equipment and processes for a wide range
of applications in the semiconductor industry, data storage (CDs, DVDs), telecommunications {(mobile
phones) and mechanical engineering (engine parts).

Vacuum Technolegy is essential to a number of surface treatment production processes. Such
processes, e.g. highly uniform coating processes and thermal surface hardening, can only be performed
under extremely clean and controlled conditions. Unaxis develops vacuum-based production processes
and associated equipment for semiconductor manufacturing and all kinds of coating processes. The
Leybold Vacuum division makes vacuum pumps and custom solutions for a broad array of modern pro-
duction and analysis processes, as well as for scientific research. Leybold solutions are essential for
manufacturing many products. Each and every microchip is made in a vacuum. Storage media like CDs
and DVDs are vacuum-coated, just like optical components, car headlights and mobile phone casings.
Manufacturing display screens, thermionic and X-ray tubes all requires a high vacuum. Many analytical
instruments like electron microscopes and mass spectrometers, even TV screens and light buibs likewise
depend on a vacuum for their operation.

Wafer A thin (less than 1 mm), circular slice cut from a cylinder of monocrystalline semiconductor
material and used as a substrate on which to manufacture semiconductor devices and integrated
circuits. Wafer diameters can range from about 25 mm to 300 mm, depending on the material involved.

Wire Bonder Equipment that connects the contact pads of a semiconductor device with the leads of the
substrate. The most common method of making an electrical connection from a die to a substrate. The
wire is bonded to the die and substrate by thermal compression and/or ultrasonic welding. Wires are
typically made of gold, aluminum or copper.
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UNAXIS CORPORATE GOVERNANCE PRINCIPLES CORRESPOND TC THE “SWISS CODE OF
BEST PRACTICE FOR CORPORATE GOVERNANCE” AS WELL AS INTERNATIONALLY RECOG-
NIZED STANDARDS.

> CORPORATE GOVERNANCE
AT UNAXIS CORPORATION

Unaxis feels a deep sense of cbligation to uphold the recognized principles of good corporate gover-
nance as laid out in the “Swiss Code of Best Practice for Corporate Governance” propounded by
“Economiesuisse.” By addressing this justified concern, Unaxis aims to sustain and increase the trust
placed in it by the company’s current and future shareholders, providers of funding, employees and busi-
ness partners, as well as the general public.

Responsible corporate governance requires transparency with regard to the organization of management
and control mechanisms at the uppermost echelons of the enterprise. Therefore, the “Directive govern-
ing Information on Corporate Governance” (DCG), enacted by the SWX Swiss Exchange and effective
since July 1, 2002, requires that issuers of SWX-listed securities make available to investors in an
appropriate form certain key information pertaining to corporate governance.

Already in its 2001 annual report, Unaxis published a great deal of the information that is to be disclosed
under DCG, albeit not in a separate section of the report. In the present annual report, the corporate
governance information as prescribed by OCG has been summarized in a segregated section, whereas
references to other portions of the annual report have been included in certain instances in an effort to
avoid redundancies and enhance readability. If a specific disclosure relevant to a topic addressed by
DCG is absent in the following statements, it can be assumed that the given aspect does not apply in the
case of Unaxis. All material changes between the balance sheet date and the time this annual report
went to press have been taken into account.
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> GROUP STRUCTURE

Management of Unaxis Corporation is carried out at the behest of the Board of Directors via the Exe-
cutive Board and ultimately by the eight divisions that directly conduct the operative business of the
company. The Board of Directors, Executive Board and the company’s individual divisions are supported
in their work by centralized Corporate Functions offices.

Committees:

Audit and Finance
Corporate Development
Human Resources

*F Internal Audit (as of 2003)

Board of Directors

CEO Corporate Functions
_________________ ]
Extended Executive Board
Executive Board
CEO Division Head FDivision Head
|1 Semi Back End (ESEC) Surface Technology Leybold Vacuum
1
1
Division Head Division Head
[ SemiFront End Contraves Space

Division Head
— Displays

Division Head
Data Storage

Division Head
Optics

Components and
information Technology Surface Technology Special Systems
segment segment segment
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With the exception of ESEC, all the other subsidiary companies of Unaxis are, to the greatest extent,
wholly owned either directly or indirectly by Unaxis Holding Inc. as the parent company of the Group.

In the case of the Semiconductors Back End division (ESEC), this subsidiary company is listed in the
main trading segment of the SWX Swiss Exchange and has its headquarters in Steinhausen, Switzerland.
Unaxis Holding Inc. owns a 56.8 percent equity interest in ESEC, the shares of which are traded under
security number 1 104 478, ticker symbol ESEN. As at December 31, 2002, the market capitalization of
ESEC amounted to CHF 242.7 million. ESEC is fully consolidated in Unaxis’ financial statements.

Unaxis also holds a 19.5 percent equity interest in Inficon Holding AG, Bad Ragaz, Switzerland, which is
listed both on the SWX Swiss Exchange (security number 1 102 994, ticker symbol [FCN) and on NASDAQ
(security number 1 150 248, ticker symbol IFCN). As at December 31, 2002, Inficon had a market
capitalization totaling CHF 164.4 million. This shareholding is valued at its current market price and cor-
rections in its time-relevant countervalue are reflected directly in shareholders’ equity, i.e. with no effect

on the income statement.

The companies included in the scope of consoclidation are listed on pages 110/111 in reflection of
Unaxis’ legal structure of shareholdings, as well as on pages 100/101 according to their country of domi-
cile, together with suppiementary information pertaining to their respective percentage of ownership,
equity capital, number of employees and company head.




> BOARD OF DIRECTORS

The basis for the organization and duties of the Board of Directors of Unaxis Holding Inc. is to be found
in the Swiss Code of Obligations, the Articles of Association of Unaxis Holding Inc. and in its Rules of Or-
ganization.

Members of the Board of Directors

The Board of Directors of Unaxis Holding Inc. comprises seven (maximum number as per the company’s
Articles of Association: nine) non-executive members as at December 31, 2002, Until the spring of 2002,
the Chairman of the Board also held the position of Chief Executive Officer (CEQ). The members of the
Board have no material business dealings with Unaxis Corporation.

Name Position Age Elected Until Executive/Non-executive

Dr. Willy Kissling (CH) Chairman 58 1998 2005 Executive until May 2002
Jack Schmuckli (CH) Vice Chairman 62 1898 2004 Non-executive

Prof. Dr. Pius Baschera (CH) Member 52 1998 2005 Non-executive

Peter Kiipfer (CH) Member 58 1998 2005 Non-executive

Dr. Markus Rauh (CH) Member 63 1999 2004 Non-executive

Prof. Dr. h.c. Lothar Spath (D) Member 65 1998 2004 Non-executive

Bruno Widmer (CH) Member 61 1998 2004 Non-executive

Further information on the members of the Board can be found in the overview on page 53.

Cross-involvement

No member of Unaxis' Executive Board holds a seat on the board of directors of any company that has
a representative who is a member of the Board of Directors of Unaxis Holding Inc.

The involvement of Board members of Unaxis Holding Inc. in the Board of Directors or senior manage-
ment of other listed companies can be gathered from the information on the Board members on page 53.

Elections and terms of office

Board members are elected by the general meeting of shareholders for a term of office of three years.
They may be elected for a new office period of three years prior to the expiration of their office period.
The schedule of elections is to be set in such a way that each year the term of office of about one third
of the members of the Board of Directors expires. Pursuant to the Organization Regulations, the mandate
of Board members expires - notwithstanding the current term of office — at the annual general meeting
of shareholders after compietion of the 70th year of age.
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From left to right: Jack Schmuckli, Dr. Markus Rauh, Prof. Dr. h.c. Lothar Spéth, Peter Kipfer, Dr. Willy Kissling, Bruno Widmer, Prof. Dr. Pius Baschera.
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Dr. Willy Kissling has been Chairman of the Board of Unaxis Holding Inc. since 1988. Until May 2002,
he simultaneously held the position of CEQ. He is also Vice Chairman of Forbo Holding AG, Holcim
Holding AG and SIG Holding AG, as well as a board member of Schneider Electric S.A. (F). Since 1970,
he has carried out various management functions, including CEO and Delegate of the Board of Directors
of Landis & Gyr AG from 1987 through 1896. Dr. Kissling studied at the University of Bern (Dr.rer. pol.)
and Harvard Business School (PMD).

Jack Schmuclkli has been a Director of Unaxis Holding Inc. since 1998 and was named Vice Chairman
in 1999. He is also Chairman of the Board of Allreal Hoiding AG, as well as a board member of Hilti AG
(FL), SEZ Holding AG and Wicor Holding AG. From 1975 through 1998, he held a variety of management
positions at Sony Corporation: since 1885 as Chairman and CEO of Sony Europe (D), and as of 1986 also
as a board member of Sony Corporation (J). Mr. Schmuckli has an educational background in business
management.

Prof. Dr. Pius Baschera has been a Director of Unaxis Holding Inc. since 1998. He is also a member of
the Advisory Board of Vorwerk Gruppe (D) and Ardex Gruppe (D), as well as Chairman of the Board of
Venture Incubator AG. Prof. Baschera has held the position of CEO of Hilti AG (FL) since 1993. He stud-
ied business management and manufacturing sciences at the ETH Zurich (Dr.sc.tech.), where he has
been an Honorary Professor since 2001. Dr. Baschera lectures regularly on the topics of innovation man-
agement and corporate leadership.

Peter Kipfer has been a Director of Unaxis Holding Inc. since 1998. He is also Chairman of the Board
of Valora Holding AG and Pilatus Flugzeugwerke AG, as well as a board member of Swisscom AG, Julius
Béar Holding AG, Holcim AG and Swiss Steel Group. Mr. Kiipfer has been an independent management
consultant since 1996. From 1964 through 1983, he worked for various auditing firms and, from 1985
through 1996, held management positions at CS Group. Mr. K{ipfer is a certified public accountant.

Dr. Markus Rauh has been a Director of Unaxis Holding Inc. since 1999. He is also Chairman of the
Board of Swisscom AG, Vice Chairman of the Board of Leica Geosystems AG, Vice Chairman of the
Supervisory Board of Leica Camera AG (D}, Vice Chairman of the Board of Dietiker Switzerland AG, as well
as a board member of the St. Galler Kantonaibank, The Generics Group AG, Madison Management AG,
Synthes AG and Anova Holding AG. Dr. Rauh worked in management positions at Sperry Univac, Philips
and Leica. He earned his Dr. sc. tech. degree from the ETH.

Prod. Dr. h.c. Lothar Spath has been a Director of Unaxis Holding Inc. since 1998. He is also Chairman
of the Supervisory Board of caatoosee AG (D), Herrenknecht AG (Dj, I-D Media AG (D), Lambda Physik
AG (D) and Siba Beteiligungs AG (A), as well as a board member of Jomed AB (S) and Sustainable
Performance Group. He also holds offices in a number of nonprofit and politically oriented bodies. Prof.
Spath took over as head of Jenoptik GmbH (D) in 1991 and has been Chairman of that company since
its 1996 conversion into a joint-stock company. Prior to that, he was Prime Minister of the German state
of Baden-Wirttemberg. His education is in civil services.

Bruno Widmer has been a director of Unaxis Holding Inc. since 1998. He is also Chairman of the Board
of Panoramic Communications (USA), a board member of Barone Ricasoli SA (I}, as well as a member of
the Strategy Committee of the European Business School (GB). Mr. Widmer joined the management of
Advico AG in 1972 and was their CEQ from 1978 to 1998. From 1988 through 2001, he held the office of
CEO of Young & Rubicam Europe, Middle East & Africa (GB). Mr. Widmer’s educational background is in

business management.

A motion will be made at the 2003 annual general meeting of shareholders to elect Dr. h.c. Harald Eggers,
CEOQ of the Memory Products Group, Infineon Technologies AG, Munich (D), as successor to departing
Board member Prof. Dr. h.c. Lothar Spéth.
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internal crganizational structure

The Board of Directors meets at the invitation of the Chairman as often as business matters require or,
alternatively, at the request of one of its members or the CEO. In 2002, seven Board meetings were held,
at which an average of 6.4 of the total membership of seven was in attendance.

Three permanent committees — the Audit and Finance Committee (AFC), Corporate Development Com-
mittee (CDC) and Human Resources Committee (HRC) ~ provide assistance to the Board of Directors and
offer support in preparation for key decisions.

The members of these committees, as well as their chairmen, are elected by the Board of Directors at the
proposal of the Chairman of the Board. Their respective terms of office correspond to their term of office
as Director. At committee meetings, additional Board members may voice their opinions in an advisory
capacity. As a general rule, members of the Executive Board and, to the extent required, individual
specialists may also attend these meetings in an advisory capacity. Minutes of the meetings are docu-
mented. The committees are comprised as follows (status: December 31, 2002):

Name Audit and Finance Corporate Development Human Resources
Committee (AFC) Committee {CDC) Committee (HRC)

Dr. Willy Kissling C C

Jack Schmuckli M M

Prof. Dr. Pius Baschera M M

Peter Klipfer C

Dr. Markus Rauh M M

Prof. Dr. h.c. Lothar Spéath

Bruno Widmer M M

C = Chairman, M = Member

Audit and Finance Committee (AFC)

The AFC comprises at least three non-executive and preferably independent members of the Board of

Directors. The majority of its members, among them the chairman of the committee, must be experienced

in the fields of finance and accounting. The AFC advises the Board mainly in the following areas:

> Risk management and audit

> Accounting and financial reporting

> Financial strategy, capital structure, determination of financial objectives, financiat planning and finan-
cial controlling

> Mergers and acquisitions, as well as other transactions bearing significant financial impact

> Corporate governance issues

> Examination and release of mid-year and quarterly financial reports on the basis of a specific mandate
by the Board of Directors

The AFC meets at the invitation of its chairman as often as business matters require, however at minimum

four times per year. Five meetings were held in 2002.

Corporate Development Committee (CDC)

The CDC comprises at least three members of the Board of Directors. The CDC advises the Board mainly
in the following areas:

> Strategic orientation of the corporation

> Development of the company’s portfolio of holdings

> Mergers and acquisitions, as well as other transactions bearing significant financial impact

> Organizational development and structure

The CDC meets at the invitation of its chairman as often as business matters require, however at minimum
two times per year. Two meetings were held in 2002.




Human Resources Committee (HRC)

The HRC comprises three individuals, the majority of whom are non-executive, independent members of
the Board of Directors. The HRC advises the Board mainly in the following areas:

> Fundamental issues pertaining to the company’s personnel

> Personnel composition of the Board of Directors and key governing bodies of the company

> Measures pertaining to management development

> |ssues associated with the compensation of Board members and senior management

The HRC meets at the invitation of its chairman as often as business matters require, however at minimum
three times per year. Three meetings were held in 2002,

Definition of areas of responsibility

Based on art. 17 para. 3 of the Articles of Association, the Board of Directors has essentially delegated
the business management of Unaxis Holding Inc. and the Group as a whole to the Chief Executive Officer
(CEQ). The scope of tasks for which the Board bears responsibility encompasses to the greatest extent
those inalienable and non-delegable tasks as defined by law. Among those duties are the ultimate
management of Unaxis Holding Inc. and the Group as a whole; the nomination and relief from office of
the CEO as well as the other members of the Executive Board and the Division Heads; and the ultimate
supervision of those who have been entrusted with the management and representation of the corpo-

ration.
Information and control instruments vis-a-vis senior management

The Board of Directors receives regular comprehensive information that enables its members to assess
the course of the company’s business activities on a highly current basis. Components of Unaxis’
management information system (MIS) include the following instruments:

> Strategic controiling
Strategic analyses of individual divisions and the company as a whole, including an annually updated
strategic plan.

> Operative controlling
Annual financial planning (budget), as well as monthly control reports that include budgeted/actual
analyses to aid in assessing the operative course of business.

Two additional instruments for assessing and controlling risk are to be introduced starting in the 2003
financial year:

> Business risk management
A reflection of the risk matrix for the company as a whole as well as for its individual divisions. This an-
nually generated and closely scrutinized overview enables identification of significant risks, facilitates
monitoring of ongoing risk developments, and constitutes the basis for measures aimed at steering
those risks.

> Internal audit
Verification of the company’s compliance with legal provisions and corporate guidelines, along with
systematic examinations by a first-rate auditing firm, with the associated reports being submitted
directly to the Audit and Finance Committee (AFC) for the attention of the Chairman of the Board.
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> SENIOCR MANAGEMENT

Fundamental management philosephy

The Chief Executive Officer (CEQ), the Executive Board and Corporate Functions offices create an opti-
mal development environment for the divisions, which in turn conduct and bear responsibility for the
operative business of the company. The considerable latitude afforded to division heads in their day-
to-day business is clearly balanced by centrally directed management and supervisory functions within
the company. This applies in particular with regard to financial management and issues of strategic

importance.
Executive Board/Extended Executive Board

The CEO bears fundamental responsibility for managing the business of Unaxis Holding Inc. and the
Group as a whole. In addition, the CEO heads the Executive Board, which in particular is responsible
for preparations and consuitation with regard to the business activities of Unaxis Holding Inc. and its
subsidiary companies. In addition to the CEO, the Executive Board consists of the Chief Financial Offi-

cer (CFQ) and two other members.

The Executive Board and divisional heads jointly constitute the Extended Executive Board, which
addresses in particular strategic topics and operational issues of company-wide importance. In addition,
the division heads bear responsibility for strategic, financial and operative management at their

respective divisions.

Name/Nationality Age Position Joined in Position Held since
Heinz Kundert (CH) 50 Chief Executive Officer 1981 2002’

Paul E. Otth (CH) 59 Chief Financial Officer until 31.12.2002 2000 2000
Kaspar W. Kelterborn (CH) 38 Chief Financial Officer as of 1.1.2003 2002 2003

Kurt Muck (D)? 47 Member of the Executive Board 2000 2000

Asuri S. Raghavan (USA) 50 Member of the Executive Board 2003 2003

Hans Wunderl (A) 51 CEO Semiconductors Back End (ESEC) 2002 2002 (2002)°
Dr. Martin Bader {D) 44 Division Head Semiconductors Front End 1987 2001 (1996)°
Ruurd Boomsma (NL) 46 Division Head Displays 1999 2002 (2001)°
Vacant? 08 Division Head Data Storage - -

Dr. Detlev Hausler (D) 44 Division Head Optics 1999 2002 (1999)°
Dr. Hans Schulz (D) 43 Division Head Surface Technology 1987 1999 (1986)°
Dr. Monika Mattern-Klosson (D) 45 Division Head Leybold Vacuum 1985 2002 (1999)°
Dr. Umberto Somaini (CH) 59 Division Head Contraves Space 1977 2002 (1997)°

! Beforehand, Heinz Kundert became Chief Operating Officer (COO) as of 1999
2 Kurt Miick is presently ad interim head of the Data Storage division

3 Date divisional leadership was assumed

Additional information on the members of the Extended Executive Board can be found in the overview on

page 57 ff.




Extended Executive Board: senior management members

Heinz Kundert has been CEO of Unaxis since May 2002. Following earlier professional activities
outside of today’s Unaxis Corporation, he headed the Far East sales region for Balzers AG (FL) from 1981
through 1991. As of 1991, he headed its Electronics Business Unit and, in 1995, assumed responsibility
for the BPS segment of the newly formed Balzers & Leybold Group. In 1999, he was named CQOO of the
restructured Oerlikon-Bilhrle Group (today’s Unaxis). Mr. Kundert is Chairman of the Board of ESEC
Holding AG, as well as a member of the boards of SEMI International and EFQM. He has a technical/
business management educational background.

Paul E. Otth was CFO of Unaxis from June 2000 to the end of 2002. Prior to that, he heid similar positions
at several other companies, the last of which was divisional head of Siemens Building Technologies.
Mr. Otth is Vice Chairman of the Board of Ascom Holding AG and Inficon Holding AG, as well as a board
member of SBB, Swissquote Holding AG, EAQ Holding AG and ESEC Holding AG. He is a certified public
accountant,

Kaspar W. Kelterborn was named CFO of Unaxis in January 2003. Before assuming that post, he held
various international management positions at Clariant International AG in the area of finance and control-
ling, including Regional Head of Finance & Administration in Singapore, which he took over in 1999. Prior to
joining Unaxis, he was divisional head of Finance & Controlling responsible for the financial management of
Clariant’s Life Science & Electronic Materials division, headquartered in Great Britain. He is a member of
the board of Tertianum-Neutal AG. Mr. Kelterborn holds a lic. ocec. degree from the University of St.Gallen.

Kurt Milck has been a member of the Executive Board of Unaxis since February 2000. Previously, he
headed a division of Siemens AG and was Managing Director Europe for the semiconductor business of
Philips. Mr. Miick is a member of the board of Inficon Holding AG. He completed technical and business
management studies in Germany and the USA.

Asuri S. Raghavan will join the Executive Board of Unaxis in March 2003 after having been Vice Presi-
dent of the Surface Integrity Group business unit of Novellus Systems inc. (USA). He was President and
CEO of Gasonics International (USA) prior to its acquisition by Novellus in 2001. From 1987 to 1998, he
worked for Kulicke and Soffa Industries, Inc. (USA), and, prior to his departure, was President of its
Equipment Group. Mr. Raghavan has completed studies in the fields of engineering, computer sciences
and information systems.

Extended Executive Board: Division Heads

Hans Wunder! has been CEO of ESEC since October 2002. Prior to assuming that post, he held various
international management positions at IBM, Data General and ASMI. Most recently, as General Manager
ASMI/USA, he was responsible for the development, production and global marketing of the company’s
American-manufactured semiconductor equipment. Mr. Wunderl is an electrical engineer with a degree
from Eindhoven Technical University (NLU).

Dr. Martin Bader has headed the Semiconductors Front End division since 1996. He held various other
positions at Balzers AG after having joined the company in 1987. Since 1993, he has been a member of
the Advisory Board for Research and Technology of the Liechtenstein Chamber of Industry and Com-
merce (FL). Dr. Bader has a degree in physics and is also a Dr. rer. nat. with supplemental MBA studies.

Ruurd Boomsma has been head of the Displays division since July 2001. Upon joining Unaxis in 1998,
he initially bore responsibility for the turnaround and divestment of the company's Materials division.
Over the 16-year period prior to that, he held various internationally oriented management positions
at the technology companies ASMI, MRC, Hauzer Technocoating and the Buhrs Group. Mr. Boomsma
studied physics at the State University of Groningen (NL).

Dr. Detlev Hawsler has been head of the Optics division since 1999. Before assuming that position, he
was a divisional head of Carl Zeiss Jena GmbH (D) as well as a senior management consultant with
McKinsey & Co., Munich (D). He has also worked as a research associate at the University of Southern
California (USA) and the Max Planck Institute for Fluid Dynamics Research (D). Dr. Hausler holds a degree
in physics from the Georg August University in Géttingen (D).
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From left to right: Hans ‘Wunderl, Dr. Hans Schulz, Dr. Monika Mattern-Klosson, Asuri S. Raghavan, Kaspar W. Kelterborn, Ruurd Boomsma, Heinz Kundert,

Or. Martin Bader, Kurt Mdck, Dr. Detlev Hausler, Dr. Umberto Somaini.
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Dr. Mans Schulz has been head of the Surface Technology division since 1896. Prior to that, he held
various management positions within the division, among others as head of the Surface Technology sub-
sidiary in Germany from 1994 through 1995. He is a member of the board of trustees of the Fraunhofer
Institute for Coating Technology (IST) in Braunschweig (D). Dr. Schulz earned his Dr. Ing. degree from the
Karlsruhe Institute of Technology (D).

Dr. Monika Mattern-Klosson has headed the Leybold Vacuum division since 1999. After joining Ley-
bold Vakuum GmbH in Cologne (D) in 1985, she held various positions in research and management. She
is a board member of the Professional Association for Compressors, Compressed-Air and Vacuum Tech-
nology section of the Federation of German Machine and Equipment Engineers, as well as the Cologne
Metal and Electric Industry Employers Federation and the Gaede Foundation (D). Dr. Mattern-Klosson
holds a degree in physics from the RWTH in Aachen (D).

Dr. Umberte Semaini has been head of the Contraves Space division since 1997. In 1979, he joined
the now-divested Oerlikon Contraves AG, where he performed research tasks. He transferred to today’s
Contraves Space division in 1992. He is a trustee of the International Space Science Institute in Bern. He
also sits on various committees of national and international space travel institutions. Dr. Somaini studied
electrical engineering in Switzerland and Great Britain, and earned his doctorate at Loughborough
University (GB).

Management contracts

As at December 31, 2002, Unaxis Holding Inc. and its subsidiary companies have no outstanding third-
party management contracts of a material nature.
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> COMPENSATION,
SHAREHOLDINGS AND LOANS

Content and method of determining the compensation and share cwnership programs

The members of the Board of Directors receive compensation, the value of which in a normal year is paid
half in cash and half in the form of stock options. Depending on the development of EBITDA over the
previous financial year, the options component may vary between 40 and 300 percent of the established
value. The amount of remuneration for Board members is proposed by the Human Resources Commit-
tee and set by the Board of Directors.

Members of the Extended Executive Board receive compensation that, in addition to a fixed basic salary,
includes a variable component generally amounting to 25 percent of their total remuneration, whereas
the actual amount of the variable component payabie is dependent upon their having achieved annuaily
predetermined financial and individual goals. In addition, the members of the Extended Executive Board
receive stock options as a form of long-term bonus. The Human Resources Committee approves the
compensation of the Extended Executive Board, including the related options, at the proposal of the
CEO. :

The issuance of options is based on the Board of Directors Regulations dated November 11, 1998 and
September 11, 2002, as well as the corresponding Rules for Group-Level Employees dated May 23, 2001.

Compensation for acting members of governing bodies

Total compensation (excluding employer contributions to the AHV state pension fund) paid to the non-
executive members of the Board of Directors amounted to CHF 400 000 in the 2002 financial year. These
non-executive Board members were also issued 6810 stock options.

Total compensation (including all employer pension fund contributions, but excluding employer's AHV
contributions) paid in the 2002 financial year to the executive member of the Board who held office on
the Extended Executive Board until May of that year, as well as to the others members of the Extended
Executive Board, amounted to CHF 7 134 128. The aforementioned executive member of the Board and

members of the Extended Executive Board were also issued a total of 16 998 options for Unaxis stock.

In the 2002 financial year, a total of CHF 926 000 in severance compensation was paid to members of
the Extended Executive Board.

Compensation for former members of governing bodies

In the 2002 financial year, no compensation was paid to any former member of a governing body of Unaxis.
Options

Those members of the Board and Extended Executive Board who held office on December 31, 2002
owned stock options as set forth below, whereby each option entitles the holder to purchase one regis-

tered share of Unaxis Holding Inc.:

Options held by Board members as at December 31, 2002

Issued Number Expiration Blocked until Exercise price in CHF
2000 17 542 5/5/2003 5/5/2003 850
2001 12 535 5/30/2005 5/28/2004 400
2002 15 695 5/12/2006 5/12/2004 225




Options held by Extended Executive Board members as at December 31, 2002

Issued Number Expiration Blocked until Exercise price in CHF
2000 10 305 5/4/2004 5/6/2003 650
1835 5/5/2003 5/5/2003 650
2001 6 682 5/28/2008 5/28/2003-2004" 315
2121 5/30/2005 5/28/2004 400
2002 12198 5/13/2009 5/13/2004-2005* 189.50
2777 5/12/2006 5/12/2004 225

* 50 percent each on both dates

The options with an exercise price of CHF 350 issued to Board members in 1998 and 1999 expired
worthless in November 2001 and May 2002, respectively. The issuance of options to Extended Executive
Board members only commenced in 2000.

Although conditional capital exists for the issuance of stock options to company employees, all previ-
ously issued options are covered by shares acquired in the open market.

Share allotment in the year under review

In the 2002 financial year, no shares were allotted to members of either the Board of Directors or the
Executive Board.

However, within the framework of the company-wide stock ownership plan, members of the Extended
Executive Board each had the opportunity on May 13, 2002 to purchase Unaxis shares for a maximum
of CHF 10 000 at a 25 percent discount to the then-current market price of CHF 189.50. Those shares
are locked-in for a period of two years.

Share ownership

As at December 31, 2002, members of the Board of Directors held, according to their own declaration, a
total of 6751 registered shares of Unaxis Holding Inc.

As at December 31, 2002, members of the Extended Executive Board held, according to their own dec-
laration, a total of 347 registered shares of Unaxis Holding Inc.

Additional fees and remunerations

The members of the Board of Directors and the Extended Executive Board or parties closely related to
those individuals, received in the 2002 financial year no fees or any other kind of remuneration that
equaled or exceeded one half of their normal compensation as remuneration for any additional services
they may have rendered to Unaxis Holding Inc. or its subsidiary companies.

Loans to members of governing bodies

As at December 31, 2002, Unaxis Holding Inc. and its subsidiary companies had granted no guarantees,
loans, advances or credits to members of the Board of Directors, the Executive Board or any party
closely related to those individuals.

Highest total compensation

The highest total compensation paid in the 2002 financial year to a single member of the Board of Direc-
tors totaled CHF 1 637 500 and was made to the Chairman of the Board for his activities in the Board of
Directors and (until May 2002) as Chief Executive Officer, The aforementioned amount includes an ex-
traordinary compensation component for his efforts related to the restructuring of the enterprise during
the years 1998-2002. In addition, the Chairman of the Board was issued 8 885 stock options in the year

under review.
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> CAPITAL STRUCTURE

Capital

The equity capital of Unaxis Holding Inc. amounts to CHF 263 401 840, consisting of 13 170 092 registered
shares, each with a par value of CHF 20.

The company also has authorized capital totaling CHF 40 000 000, as well as conditiona!l capital in the
same amount that is earmarked for the coverage of convertible bonds, warrant bonds, etc. Additional
conditional capital of CHF 7 200 000 exists for purposes related to employee stock ownership plans.

Authorized capital

Pursuant to Art. 6 of the Articles of Association, the Board of Directors is authorized, at any time up to
May 7, 2004, to increase the share capital up to a maximum aggregate amount of CHF 40 000 000
through the issuance of a maximum of 2 000 000 registered shares, which shall be fully paid-in with a
par value of CHF 20 per share. Increases by firm underwriting as well as partial increases are permissi-
ble. In each case, the issue price, the date for entitlement to dividends and the type of contribution shall
be determined by the Board of Directors. The Board of Directors is authorized to exclude all or parts of
the subscription rights of the shareholders and to convey them to third parties, provided that such new
shares are to be used for the acquisition of enterprises through share swaps or for financing the acqui-
sition of enterprises or divisions thereof, or of participations or of newly planned investments of the
company. Shares for which subscription rights exist but are not exercised shall be sold by the company

at market conditions.
Conditional capital for warrant bonds and convertible bonds

Pursuant to art. 6a of the Articles of Association, the company’s share capital shall be increased by a
maximum aggregate amount of CHF 40 000 000 through the issuance of a maximum of 2 000 000 regis-
tered shares with a par value of CHF 20 per share by the exercise of option and conversion rights which
are granted in connection with bond obligations of the company or one of its Group companies. The sub-
scription rights of shareholders are excluded. The current holders of option certificates and/or convert-
ible bonds are entitled to purchase the new shares. The Board of Directors is empowered to limit or
exclude the advanced subscription rights of shareholders (1) to finance or refinance the acquisition of
enterprises, divisions thereof, or of participations or of newly planned investments of the company or (2)
to issue warrant and convertible bonds on the international capital market. To the extent that the right to
subscribe in advance is excluded, (1) the bonds are to be placed with the public at market conditions, (2)
the term to exercise the option and the conversion rights may not exceed 7 years as of the date of the
bond issue and (3) the exercise price for the new shares must at least correspond to the market condi-
tions at the time of the bond issue.

Conditional capital for employee participation

Pursuant to art. 6b of the Articles of Association, the company’s share capital shall, to the exclusion of
the subscription rights of shareholders, be increased through the issuance of a maximum of 360 000 reg-
istered shares, which shall be fully paid-in, with a par value of CHF 20 each, by a maximum aggregate
amount of CHF 7 200 000 by the exercise of option or conversion rights, which have been granted to the
employees of the company or of one of its Group companies according to an employee participation plan
to be approved by the Board of Directors. The issuance of shares at less than the stock exchange price
is permissible. The details shall be determined by the Board of Directors.




Changes in capital

The outstanding share capital of Unaxis Holding Inc. experienced its most recent change in 1999, when
a total of 14 539 convertible bonds representing a total nominal value of CHF 72 695 000 were converted
into 494 326 CHF 20 par-value registered shares. That resulted in a CHF 9 886 520 increase in share cap-
ital to a total of CHF 263 401 840 (13 170 092 registered shares, each with a par value of CHF 20). The
corresponding amendment to the Articles of Association was made in March 2000.

To cover the stock options issued to members of the Board of Directors as well as certain members of
the company’s management cadre, a total of 42 514 and 44 250 Unaxis shares were purchased in 2000,
2001 and 2002, respectively (see also pages 60 f. and 95). Other than that total, Unaxis holds none of its
own shares. The reserve for the purchase of the company’s own shares amounted at December 31, 2002
to CHF 46 650 413.

Detailed information concerning changes in equity capital of Unaxis Holding Inc. over the past three
years can be found in the equity capital overview on page 77 of the annual report.

Shares

All equity securities of Unaxis Holding Inc. are in the form of registered shares, each with a par value of
CHF 20. All are fully entitled to receive dividends.

Fundamentally, the registered shares of Unaxis Holding Inc. are not certificated (i.e. registered shares
with deferred printing of certificates), but instead are carried solely as book-entry securities in the inven-
tory of SIS SegalnterSettle AG. Shareholders may at any time request the company to print and deliver
their shares in certificate form free of charge, and the company may at any time print certificates for
uncertificated shares. If the registered shares are in fact to be printed, Unaxis Holding Inc. may issue
certificates, each covering a number of shares. The share certificates bear the facsimile of the signatures

of two members of the Board of Directors.

Limitations on transferability and nominee registrations

There are no restrictions on the transfer of shares. The company shall recognize only those parties en-
tered in the share register as shareholders or beneficiaries. Fiduciary shareholders or, as the case may
be, nominees are also entered into the share register.

Convertible bonds and warrants/options

As at December 31, 2002, no convertible bonds or warrant bonds of the company were outstanding.
However, on that date, there existed a total of 123 898 options owned by members of the Board of Direc-
tors and certain members of the company’s management cadre, each entitling the holder to purchase one

registered share of Unaxis Holding Inc. These options are covered in their entirety by shares that have

been acquired in the open market, so that their exercise will not result in any change in share capital.
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> SHAREHOLDERS’ PARTICIPATION

Voting rights and representation restrictions

No voting-rights restrictions exist with regard to the shares of Unaxis. Each shareholder may be repre-
sented at the general meeting of shareholders by the company-appointed independent proxy, by Unaxis
Holding Inc. or, by means of a written proxy, by another shareholder who is recorded in the share register.

Statutory quorums

The Articles of Association of Unaxis Holding Inc. provide for no specific quorums that exceed the pro-

visions of corporate law.
Convocation of the general meeting of shareholders and agenda

Supplemental to the provisions of corporate law, the company’s Articles of Association provide for the

following:

> Convocation of the general meeting of shareholders is accomplished via a one-time announcement in
the Swiss Official Gazette of Commerce; and

> Addition of a matter for discussion to the agenda can be requested at latest ten weeks prior to the date

of the general meeting of shareholders.
Share register entries and related deadlines

At the general mesting, all shareholders recorded in the share register at the time the invitation is issued
are entitled to vote. Changes made at a later date will be taken into consideration, provided this is pos-
sible from an organizational standpoint and that equal treatment can be ensured.

The 2003 general meeting of shareholders will be held on May 20, 2003 at the Lucerne Culture and Con-
vention Center (KKL). Shareholders who are already recorded in the share register or will be recorded by
April 30, 20083, respectively, as being entitled to vote will receive, together with their invitation, a regis-
tration form for participation at the annual general meeting, with which an admission card including
voting material can be requested.

Crucial to the issue of an admission card is the status of the share register as of April 30, 2003. In the
case that shares of the holdings listed on the admission card have been sold, the shareholder is no
longer entitled to exercise the voting rights for these shares.




> SHARE DATA

2002 2001 2000 1999 1998
Share capital
Par value 20 20 20 20 20
Voting rights per share 1 1 1 1 1
Total outstanding shares 13 170 092 13170 092 13170 092 13170 092 12 675 766
Treasury shares a) 213 360 180 840 147 014 104 500 64 500
Shares with voting
and dividend rights 12 956 732 12 989 252 13 023 078 13 065 592 12 611 266
Conditional shares for
convertible bonds and bonds
with warrants 2 000 000 480 000 480 000 480 000 974 326
of which reserved 4] 0 0 0 494 326
Conditional shares for
employee participation 360 000 360 000 360 000 0
of which reserved 0 0 o] 0
Authorized shares b) 2 000 000 2 000 000 2 000 000 0 0
Data per share
Net income per share c) -3.01 8.53 39.17 0.39 -13.50
Equity per share c) 114 128 116 79 86
Dividends per share q) 2.00 2.00 2.00 - -
Share price” high 207 393 511 320 310
low 66 103 300 157 149
year-end 93 179 365 320 161
Market capitalization
high 2726 5176 6 730 4214 3830
low 869 1 357 3 951 2068 1889
year-end 1225 2 357 4 807 4214 2 041
a) Shares reserved for stock options issued to individual directors and executives
bj Resolution by the annual general meeting of shareholders on May 7, 2002
¢) New basis: number of shares with voting and dividend rights
d) Dividend 2002: proposal of the Board of Directors
Major shareholders 2002 2001 2000 1999 1998
Number of shareholders 17 707 18 376 15715 10 378 9989
Bahrle family n.a. n.a. n.a. 35 37
Ihag-Holding AG and Mrs. Anda-Biihrle 29 28 27 n.a. n.a.
Shareholder represented
by a fiduciary - - - 7 7

in CHF

number of pieces

in CHF

*adjusted values

in CHF miltion

in percent
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> CHANGES OF CONTROL
AND DEFENSE MEASURES

Duty to make an offer

Pursuant to the Articles of Association of Unaxis Holding Inc., a person who acquires shares in the com-
pany is not required to make a public purchase bid pursuant to art. 32 and 52 of the Federal Act on Stock
Markets and Securities Trading (“opting out”).

Clauses on changes of control

In the case of a change of control with regard to Unaxis Holding Inc., Unaxis Manageyment Inc. is under
the obligation to pay a one-time net severance payment to any members of the Executive Board who
have been dismissed other than for cause within the meaning of Art. 337 of the Swiss Code of Obliga-
tions within a period of two years from the effective date of a change of control or who, themselves,
resign within one month subsequent to the effective date of a change of control. The amount of such sev-
erance payment is equal to one yearly base salary at the time of termination plus one yearly target short
term cash bonus plus all contributions in the pension fund in the twelve-month period preceding the date

of termination.

In addition, upon any change of control, all options granted to members of the Executive Board under
the Employment Agreement but not yet vested shall vest immediately, and this regardless of whether the
individual’'s employment agreement is terminated or remains in force, Such options may be exercised
within a period of one year or, alternatively, sold to Unaxis Management Inc. at the market value at the

date of change of control.

Deemed to constitute a change of control is the replacement of the Chairman of the Board in combina-
tion with the acquisition by whatever means directly or indirectly of at least 50 percent of voting control
of Unaxis Holding Inc. by any person or entity who, at the time the agreement with the given Executive
Board member was signed, held no more than 5 percent of the company's shares.




> AUDITORS

Duration cf mandate and lead auditor’'s term of office
Ernst & Young and Allgemeine Treuhand AG have been the auditors of Unaxis Holding Inc. {formerly
Qerlikon-Biihrle Holding Ltd.) since the founding of the enterprise in 1973, as well as Group Auditors
since 1989.

The lead auditor has held his office since the 2001 Unaxis annual report.

Auditing fees and additional fees

Ernst & Young invoiced a worldwide sum of CHF 3 million in auditing fees, plus CHF 2 mitlion for sundry
services.

Supervisory and control instruments pertaining to the audit
The Audit and Finance Committee of the Board of Directors conducts an annual assessment of the work,
remuneration and independence of the auditors and Group Auditors, and submits a proposal to the

Board for the election of external auditors by the general meeting of shareholders.

The Audit and Finance Committee (AFC) examines the scope of the external audit and related audit
plans. In addition, the results of the audit are discussed in detail with the external auditors.
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> INFORMATION POLICY

General

Unaxis provides its shareholders and the capital market with information in an open, comprehensive and
timely manner. The company’s information policy is oriented towards the principle of equal treatment of

all capital market participants.

Aside from its detailed annual report and mid-year report that are prepared in accordance with Interna-
tional Financial Reporting Standards (IFRS, formerly IAS), Unaxis publishes key financial figures and a re-
lated commentary for the first and third quarters of its financial year. In addition, media releases keep
shareholders and the capital market abreast of significant changes and developments at the company.

As a company listed on the SWX Swiss Exchange, Unaxis is in particular also subject to an obligation to
disclose price-sensitive facts (“ad hoc publicity” requirement).

Unaxis' website - www.unaxis.com - is a permanently accessible platform for company-specific infor-

mation.

Agenda

April 29, 2003: Key figures for the 1= quarter of 2003

May 20, 2003: Annual generai meeting of shareholders, KKL Lucerne

August 19, 2003:  Publication of the semi-annual report
October 28, 2003: Key figures for the 3 quarter of 2003

Contact

Investor Relations

Dr. Philipp Ch. Gamper

Telephone +41 (0)58 360 96 22

Fax +41 (0)58 360 91 83

E-mail investor.relations@unaxis.com
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> KEY FIGURES

Total Group 2002 2001 2002

CHF CHF EUR  inmilion
Sales 1 420 2127 1013
- Change in % -30% -35% -28%
Operating result before depreciation and amortization (EBITDA) 71 182 48
Cperating result from current activities -83 -1 -57
-in % of sales -6% -1% -6%
Impairment losses on goodwill 0 200 0
Operating result (EBIT) -83 -211 -57
Other result 47 297 32
Financial result =11 0 -7
Result before taxes -47 86 -32 ' Netassets include all
Net income/loss of the period -39 111 _26  operating current and
Total assets 2 525 3016 1742  non-current assets
Shareholders’ equity 1476 1667 1018 (excluding cash and cash
—-in % of total assets 58% 55% 58%  equivalents and financial
Net liquidity 686 768 473  assets), less operating
- in % of shareholders’ equity 47% 46% 47%  liabilities (excluding finan-
Net assets’ 1075 1202 741 cial debts, provisions for
Capital expenditures in property, plant and equipment 74 186 50  post-employment benefits
Research and development 157 208 107  and for taxes and other
Personnel expense 634 775 431  provisions not charged
Number of employees at year-end 6 544 7 241 6 544  against operating result).
Business development on comparable basis 2002 2001 2002
(Excluding amounts related to the sold activities in both years, CHF CHF EUR  inmilion

so that the actual performance of the remaining operations is apparent.)

2 excluding the Materials

Unaxis totals? activities sold in 2002 as

Orders received 1428 1334 971 well as business segments
Sales to third parties 1 428 1796 970  sold in 2001: Leybold
Operating result (EBIT) -86 -258 -58  Optics, Decorative Coating,
Net assets’ 1 064 1145 734  Hapsite and Contraves
Information Technology® Inc. USA

Orders received 684 536 465

Orders on hand 209 195 142  *excluding the Materials
Sales to third parties 650 913 442  activities sold in 2002
Operating result before depreciation and amortization (EBITDA) -64 -19 -44

-in % of sales -10% -2% -10%

Operating result from current activities -1486 -132 -99

-in % of sales -22% -14% -22%

—-in % of net assets (RONA) -21% -18% -20%

Operating result (EBIT) ~-146 -332 -99

Net assets’ 708 736 487

Surface Technology* * excluding the Decorative
Orders received 305 319 208  Coating operations sold in
Orders on hand 0 0 0 2001

Sales to third parties 308 326 208

Operating result before depreciation and amortization (EBITDA) 82 90 56

~in % of sales 27% 28% 27%

Operating result (EBIT) 42 50 28

—in % of sales 14% 15% 14%

- in % of net assets (RONA) 21% 22% 21%

Net assets’ 198 223 136

Components and Special Systems® % excluding the Leybold
Orders received 439 479 298  Optics operations sold in
Orders on hand 197 232 134 2001

Sales to third parties 471 557 320

Operating result before depreciation and amortization (EBITDA) 32 49 22

~in % of sales 7% 9% 7%

Operating result (EBIT) 19 34 13

-in % of sales 4% 6% 4%

- in % of net assets (RONA) 35% 45% 34%

Net assets’ 54 75 37

Others® ¢ excludling the Hapsite
Sales 0 1 0  and Contraves Inc. USA
Operating resuit (EBIT) 0 -9 0 operations sold in 2001




> COMMENTS REGARDING KEY FIGURES

Group

In 2002, the Unaxis Group achieved sales of CHF 1 430 million (2001:
CHF 2 127 million) and received orders totalling CHF 1 494 million
(2001: CHF 1 572 million). Because certain operations have been sold
in connection with redimensioning the Group, a direct comparison of
the financial data for the years 2001 and 2002 cannot be made. On a
comparable basis, i.e. excluding the activities of the Materials division,
which was divested in 2002, and excluding those operations soid
during the prior year — Leybold Optics, Decorative Coating, Hapsite
and Contraves Inc. USA - orders received increased during the year
2002 by 7 percent to CHF 1 428 million (2001: CHF 1 334 million). The
Information Technology segment, which showed a significant increase
of 28 percent in orders received, was largely responsible for this
achievement. Nevertheless, in an overall much weaker business envi-
ronment, the leve! of orders received remained low over the course of
the year. This, combined with low backlogs at the beginning of the year
(CHF 427 million versus CHF 889 million at the beginning of 2001),
resulted in a 21 percent decline in sales, to CHF 1 426 million (2001:
CHF 1 796 million) on a comparable basis. A negative impact of cur-
rency translation of 4 percent is also reflected in this decline.

The resuits of operations (EBIT) for the year 2002 amounted to
CHF -83 million. In making comparisons with the prior year EBIT of
CHF -211 million, the impairment of goodwill paid for ESEC of
CHF 200 million must be considered. Operating results from current
activities — i.e. excluding the impairment of goocdwill - declined by
CHF 72 million. This reduction is mainly attributable to the massive
drops in sales experienced by the Semiconductors Front End and
Displays divisions as a result of the market situation. Despite the lower
level of business volume and increasingly bitter competitive battle in
the marketplace, the company was able to maintain margins and reduce
overhead costs by CHF 160 million during the year under review. Of
that amount, CHF 60 million was attributable to the altered structure of
the company. On a comparable basis, Unaxis lowered those costs by
CHF 100 million.

As a resuit of lower interest rates and the weakness of the Group’s main
foreign currencies compared with the Swiss franc, the financial result of
CHF -11 million was below that of the prior year (2001: CHF 0 million).
Unaxis disposed of Materials division activities and made additional
smaller divestments during the year. The results of these sales, to-
gether with the reversal of provisions for guarantee commitments in the
amount of CHF 53 million related to sales in prior years, generated
other income of CHF 47 million (2001: CHF 297 million due to the sale
of Pilatus Flugzeugwerke and the Leybold Optics division). Overall, a
consolidated net loss of CHF -39 million thus resulted for the year 2002
(2001: net income of CHF 111 million).

Iinformation Technology segment

On a comparable basis, i.e. excluding the activities of the Materials
division, which was sold in 2002, Information Technology segment
sales of CHF 650 miltion were 29 percent below the prior-year level
(2001 CHF 913 million). Orders received climbed by 28 percent to
CHF 684 million (2001: CHF 536 million), but still remained at a very low
level. Consequently, the increase in orders received was not able to
offset the low order backlog of CHF 195 million at the beginning of the
year (beginning of 2001: CHF 556 million}. The Information Technology
segment reported EBIT of CHF =146 million (CHF ~132 million before

amortization and write-down of goodwill). In particular, drops in sales

of the Semiconductors Front End and Displays divisions had a negative
impact on results. By contrast, Data Storage reported improvements in
both sales and EBIT contribution, which were achieved in part due to
the change in the business model and the emphasis on line business.
Semiconductors Back End showed a clear improvement in EBIT in spite

of lower sales, as a result of cost reduction measures introduced in 2001.

Surface Technology segment

Thanks to a clear orientation towards customer needs, as well as con-
sistent efforts to optimize business processes, Surface Technology
was able to maintain its position in a difficult economic environment.
On a comparable basis, i.e. excluding the Decorative Coating activities
sold in 2001, the Surface Technology segment achieved sales of
CHF 306 million in 2002, which represents a decline of 6 percent com-
pared with the prior year (2001: CHF 326 million). Excluding the nega-
tive effects of currency translation, the decline was only 2 percent.
Nevertheless, margins could not be completely maintained, and EBIT
declined from CHF 50 million in 2001 to CHF 42 miliion in the current
year.

Components and Special Systems Segment

On a comparable basis, i.e. excluding the Leybold Optics division sold
in 2001, sales reported by Components and Special Systems for the
year 2002 totalled CHF 471 million, and were thus 15 percent less than
the prior year (2001: CHF 557 million). At CHF 439 million, orders re-
ceived decreased by 8 percent compared to 2001 (2001: CHF 479 mil-
lion). In addition to the weaker business developments in the Leybold
Vacuum division as a result of economic pressures, this decrease was
largely attributable to the lower backlog at the beginning of the year
(CHF 232 million compared with CHF 314 million at the beginning of
2002). As a result of the decline in Leybold Vacuum sales, EBIT of
CHF 19 million was 44 percent below the prior-year amount (2001:
CHF 34 million).

Net assets, investments and number of employees of the Group
As a result of reduced sales volumes, consolidated net assets declined
during 2002 by CHF 127 million to CHF 1 075 million (2001: CHF 1202 mil-
lion). Capital expenditures for the year 2002 were revised in response
to business developments and were sharply focused on maintaining
the Group’s production competence. Thus, such investments, which
amounted to CHF 74 million in 2002, were far below those of the prior
year (2001: CHF 186 million). Despite the difficult market situation,
Unaxis expended CHF 157 miltion for research and development (2001:
CHF 208 million), which as a percentage of sales (11 percent} was
slightly higher than the prior year (2001: 10 percent). As a result of re-
structuring measures, as well as the sale of Materials activities, the number
of persons employed by the Group deciined from 7 241 to 6 544 during
the year.

Solid capital base and high net liquidity

As of the end of 2002, Unaxis had at its disposal a net liquidity of
CHF 686 million (2001: CHF 768 million). Shareholders’ equity was
CHF 1476 million at the end of 2002, which represented an equity
ratio of 58 percent (2001 shareholders’ equity: CHF 1667 million, equity
ratio: 55 percent). With this high net liquidity and a solid capital base,
Unaxis is well equipped for the future and can move the Group's

strategic development forward in a cyclical market environment.
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> CONSOLIDATED INCOME STATEMENT

Total Of which discontinued
operations (Pilatus)
Notes 2002 2001 2002 2001
in GHF million
Sales 3 1 480 2127 - -
Cost of sales -833 -1313 - -
Gross margin 557 814 - -
Marketing and selling -248 -326 - -
Research and development R . -157 -208 - -
Administration ) -193 -222 - -
Amortization of goodwill for subsidiaries 4 -45 -64 - -
Other operating income ard expense 5 2 -5 - -
Operating result from current activities 8 -83 =11 -
Impairment losses on goodwill 7 0 -200 - -
Operating result (EBIT) 8 -83 =211 - -
Financial result 9 -11 0 - -
Result from sale of entire business segment 10 0 81 - 81
Other result 11 47 216 - -
Result before taxes -47 86 - 81
Income taxes 12 -8 -33 - -
Net income/loss including minority interests =54 53 - 81
Minority interests in net income/loss 16 58 - -
Net income/loss over the period -39 111 - 81
Net income/loss per registered share in CHF* -3.00 8.53

| EUSSUISUSU |

* Average number of shares with voting and dividend rights (2002: 12 972 982; 2001: 13 006 165). The figures stated also correspond to diluted earnings per. share.
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> CONSOLIDATED BALANCE SHEET

AS OF DECEMBER 31

Total Of which discontinued
- operations (Pilatus)
Current assets Notes 2002 [ 2001 2002 2001
|
Cash and cash equivalents 13 726 ’ 850 - -
Marketable securities 1 [ 0 - -
Receivables 14 ! 345 | 422 - -
Inventories 15 272 326 - -
Prepaid expenses and accrued income 16 68 73 - -
1413 | 1671 - -
i |
Non-current assets {
Loans receivable ] 40 64 - -
Investments in associated companies | e 0 - -
Other investments 17 l 50 96 - -
Property, plant and equipment 18 ! 597 683 - -
Intangible assets 19 345 422 - -
Deferred tax assets 20 80 80 - -
|
21 & 1112 1345 - -
l
H
2525 3016 - -
Liabilities
Payables 22 122 153 - -
Accrued liabilities 23 139 148 - -
Customer advances 24 87 129 - -
Financial debt 25 40 82 - -
Current income tax provisions 26 15 47 - -
Post-employment benefit provisions 27 246 248 - -
Deferred tax provisions 28 53 55 - -
Other provisions 29 269 392 - -
30 970 1254 - -
Minority interests 79 95 - -
Shareholders’ equity
Share capital 263 263
Treasury shares -47 -45
Reserves and retained earnings 1259 1449 - -
1476 1667 - -
J !
’ 3016 - -

] 2525

| SO —

Assets

in CHF million

Liabilities and

shareholders’ equity

in CHF million




> CONSOLIDATED STATEMENT OF CHANGES

IN FINANCIAL POSITION

Total Of which discontinued
R operations (Pilatus)
Notes 2002 J 2001 2002 2001
}
Net income/loss including minority interests -54 53 - 81
Reclassification of part of resuit J - - - -81
Depreciation of property, plant and equipment } 104 120 - -
Other depreciation and amortization 1 58 73 - -
Impairment losses on goodwill { 0 200 - -
Increase (+), decrease (-} in provisions* { -120 -49 - -
Expense (+), income (-) in deferred taxes” | -8 2 - -
Losses (+), gains (-) from sales of non-current assets E‘ -16 -310 -
[
Net funds before change for net current assets* r -34 89 - -
Decrease (+), increase (-) in marketable securities ] ~1 0 - -
Decrease (+}, increase {-) in receivables/accrued assets” 1 37 279 - -
Decrease (+), increase (-) in inventories ! 21 96 - -
Increase (+), decrease (-) in payables/accrued liabilities } -24 ; -120 - -
Increase (+), decrease (-} in customer advances } -41 ! -83 - -
Thereof due to hedge accounting under IAS 38* ‘) 2 ! 3
% J
Net funds from operations E =41 ‘ 264 - -
i |
Capital expenditures in property, plant and equipment r =74 ] -186 - -
Investments in subsidiaries/assoc. cos./others I 0 -5 - -
Capital expenditures in intangible assets } -3 -8 - -
Decrease (+), increase (-) in loans receivable 1 12 30 - -
Increase (+), decrease (-) in cash from purchase/sale of subsidiaries 1 “ -6 -38 - -
Proceeds from sales of property, plant and equipment ( 10 | 90 - -
Proceeds from sales of consolidated subsidiaries | 43 ! 424 - -
Proceeds from sales of unconsolidated subsidiaries E 0 21 - -
! i N
Net funds from/used by investing activities i =17 328 - -
Dividends paid L2 ] 34 - -
Purchase of treasury sharas | -2 | -10 - -
Transaction with minority shareholders } -1 E 0
Increase in (+), repayment of () financial debt } -23 i -249 - -
Met funds from/used by financing activities Z ~53 -293 - -
}
Conversion adjustments I -4 -2 - -
Increase (+), decrease (-} in cash and cash equivalents ,[ -124 297 - -
}
Cash and cash equivalents at the beginning of the year l 850 | 553 - -
Cash and cash equivalents at the end of the year i 726 | 850 - -
J
Increase (+), decrease (<) in cash and cash equivalents i -124 297 - -
Increase (-), decrease (+) in financial debts from purchase/sale of subs. 1 ! i3 38 - -
Repayment of (+), increase in (<) financial debt ' 23 249 - -
Conversion adjustments on financial debt r 7 10 - -
Increase (+), decrease (-} in net liquidity i -82 | 594 - -
I
Additional information: } J
Interest paid 4 9 - -
Interest received i 19 22 - -
Taxes paid j 45 46 - -

in CHF million

* Prior-year figuras
adjusted to reflect
new classification




> CONSOLIDATED STATEMENT OF CHANGES
IN SHAREHOLDERS™ EQUITY

Balance at January 1, 1999

Purchase 1999

Purchase 2000

Purchase 2001

Sale 2001 due to employee share purchase plan
Purchase 2002

Sale 2002 due to employee share purchase plan

64 500 shares
40 000 shares
42 514 shares
45 000 shares
-11174 shares
44 250 shares
-11 730 shares

option plans (see also note 15 to the financial statements of Unaxis Holding Inc.):

Share  Addi- Trea- Conver- Re- Hedge Fair Deferred Total
capital  tional sury sion tained account- value taxes share-
paid-in  shares* differ- earn- ing adj. on holders’
capital ences ings under under IAS 39 equity
IAS 39 IAS 39 adj.
Balance at January 1, 2001 263 471 -35 4 966 0 0] 0 1669
Restatement of other investments {IAS 39) 64 -2 62
Restatement of loans receivable (IAS 39) 15 -1 14
Restatement of derivatives (IAS 39) 8 8
Net income incl. minority interests 53 53
Dividends paid -34 -34
Fair value adjustments under IAS 39
Results from derivatives deferred until next year 3 -1
Conversion differences 17 -16 1
Transactions with minority shareholders -3 -3
Purchase of treasury shares (net) -10 -10
Balance at December 31, 2001 263 471 -45 21 974 3 79 -4 1762
Less minority interests -95
Total consolidated shareholders’ equity 2001 1667
Balance at January 1, 2002 263 471 -45 21 974 3 79 -4 1762
Net income incl. minority interests -54 -54
Dividends paid -27 -27
Adjustments under IAS 39 2 ~50 -48
Conversion differences -75 -1 -76
Transactions with minority shareholders -1 -1
Purchase of treasury shares (net) -2 -2
Others and roundings 1 1 -1 -1 1
Balance at December 31, 2002 263 471 -47 -53 890 5 28 -4 1555
Less minority interests -79
Total consolidated shareholders’ equity 2002 1476

* The historical cost of treasury shares purchased to insure the ability of Unaxis Holding Inc. to meet potential commitments from its stock

Balance at December 31, 2002

213360 shares

in CHF million
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> ACCOUNTING PRINCIPLES

introduction

Unaxis Holding Inc. is a Swiss limited liability corporation located in
Freienbach/SZ, Churerstrasse 120, Pfaffikon/SZ. It is the uitimate hold-
ing company of the Unaxis Group, a global leader in providing produc-
tion systems and services for selected market segments in information
technology. In addition to Switzerland, the Unaxis Group operates in
particular in the European Union countries, North America and Asia,
and employed some 6 500 persons as of the end of 2002.

Basis

The consolidated financial statements of Unaxis Holding Inc. were pre-
pared in accordance with International Financial Reporting Standards
(IFRS, previously IAS) based on historical costs. The financial state-
ments were approved by the Board of Directors on March 7, 2003 and
are submitted to the annual general meeting of shareholders on May
20, 2003 for approval. All standards issued by the IASB (International
Accounting Standards Board) and all interpretations of the Standing
Interpretations Committee (SIC) effective until the date of the consol-
idated financial statements were considered.

The consolidation was based on audited annual accounts of the indi-
vidual subsidiaries and were prepared according to uniform Group
accounting principles.

The preparation of the financial statements requires that management
make estimates and assumptions, which have an impact on the
amounts of the assets and liabilities shown in the balance sheet. Actual
results could differ from these estimates.

Accounting principles

During the year, no new or revised International Accounting Standards
went into effect. The accounting principles applied during the prior
year remained unchanged in 2002. All amounts (including subtotals
and totals) have been systematically rounded. Therefore, adding the
individual amounts may result in rounding differences. The “other pro-
visions” were segregated in the balance sheet into separate compo-
nents according to the notes.

Consolidation principles

Method and extent of consolidation December 31 represents the
uniform closing date for all companies included in the consolidated
financial statements. All companies in which Unaxis Holding Inc. has
either a direct or indirect interest exceeding 50 percent of the share-
holders’ voting right, and companies over which industrial control is
assured through contractual arrangements are consolidated. Using the
full consclidation method, the assets, liabilities, income and expenses
of these consolidated subsidiaries are included in their entirety. Minor-
ity interests are shown separately in the consolidated financial state-
ments. Group companies acquired or sold are included in or, respec-
tively, eliminated from, the consolidated financial statements as of the
month of purchase or sale. All majority and minority interests held are
shown in the organization chart at the end of this report.

Capital consolidation The capital consolidation is performed ac-
cording to the Anglo-Saxor purchase method.

Goodwill At the time of their initial consolidation, the assets and liabit-
ities of consolidated subsidiaries are valued according to uniform
Group principles. The difference between the purchase price and the
net assets of the acquired company based on such valuation is capi-
talized as goodwill or badwill in the year of acquisition and amortized

linearly over a maximum of twenty years as a component of net in-
come. Goodwill denominated in foreign currencies is translated using
year-end rates.

Conversion of foreign currencies Assets and liabilities of foreign
subsidiaries are converted into Swiss francs at the exchange rate pre-
vailing as of the balance sheet date; income and expenses of foreign
subsidiaries are converted into Swiss francs using average rates for the
year. Differences resulting from the application of different exchange
rates are added to or deducted from shareholders’ equity without im-
pacting net income.

Exchange gains and losses reported by the individual subsidiaries
are included in net income. Exchange gains and losses resulting from
specific intercompany financial transactions which are of a long-term
investment nature are excluded from this rule and are charged or cred-
ited directly to shareholders’ equity. At the time foreign subsidiaries are
sold, accumulated conversion differences recorded directly in share-
holders’ equity are included in the income statement as gain or loss on
sales of investments.

Elimination of intercompany profits Profits on intercompany sales
not yet realized through sales to third parties as of year-end, as well as
intercompany results on transfers of fixed assets and investments in
subsidiaries, are eliminated in the consolidation.

Valuation principies

Cash and cash equivalents These assets are placed with first-class
financial institutions. Time deposits included therein mature in three
months or less.

Receivables The allowance for doubtful accounts is determined sys-
tematically by individual evaluation of overdue accounts and, with the
exception of ESEC, by a lump-sum amount for accounts not yet due
(latent risk). These risks are insured with third parties only in rare cases.
Derivative financial instruments Forward contracts and options are
utilized systematically and solely for the purpose of reducing business-
related foreign currency and interest rate risks. These transactions are
concluded with first-rate financial institutions and, as a general rule,
have a term to maturity of up to 12 months. These derivative financial
instruments are stated at fair values. With the exception of ESEC,
hedge accounting is applied in accordance with I1AS 39, i.e. the gains
or losses arising from the adjustments of the derivatives to fair values
are deferred and recorded in shareholders’ equity until the underlying
hedged transactions are recorded in the balance sheet.

Inventories Inventories of raw materials, purchased components and
trade merchandise are carried at cost, determined by either the FIFQ or
the weighted average cost method. Produced components, work in
process and finished goods are carried at the cost of productions. This
includes all material and labor costs as well as a reasonable allocation
of overhead. Recognizable reductions in value resulting from excess
stock, declines in replacement cost or sales price etc. are taken into
consideration by appropriate write-downs of inventory values.
Unconsolidated investments in subsidiaries Under the equity
method, investments held in associated companies (ranging from 20
to 50 percent of voting rights) are carried in the balance sheet at
an amount equa! to the Unaxis Group’s proportional share of the in-
vestee’s net equity value. The Group’s proportional share in the in-
vestee's net income is included in the income statement under other
result. Other investments (less than 20 percent of voting rights) are
stated at market values, and any increases in market value above cost




are recorded in shareholders’ equity without impacting net income until
such investments are sold. Investments in non-public companies for
which no reliable market value can be determined are carried as histori-
cal costs.
Fixed assels Fixed assets are recorded at historical purchase or pro-
duction costs, less economically necessary depreciation. Depreciation
is calculated on the straight-line basis according to detailed asset use-
ful life catalogues. Asset useful lives, as specified for eight asset cate-
gories, lie within the following Group ranges:
> Plant and equipment: 3-15 years
> Production and administration buildings used in Group operations:
20-40 years
Fixed assets used under financial leasing agreements are treated the
same as fixed assets owned outright. Non-operating properties avaii-
able for sale are carried at the lower of their residual net book value or
estimated net realizable value.
Intangible assets (excluding goodwill) Intangible assets are identi-
fiable non-monetary assets without physical substance from which fu-
ture economic benefits are expected to flow to the Group. Intangible
assets are amortized linearly over their ebonomica!ly useful lives (lim-
ited to twenty years maximum), but when such useful lives cannot be
clearly determined, over a period not to exceed five years. Software is
amortized on a straight-line basis over three years.
Provisions Provisions are established based on consistent economic
criteria applied uniformly throughout the Group. They serve to cover
recognizable outflows of resources that will probably be necessary to
settle obligations arising from past events and that can be reasonably
estimated.
Stock option participation plans Unaxis Holding Inc. offers the
Board of Directors, corporate management and key employees options
to purchase its shares under various profit participation plans. The
costs related to such plans are included in net income as a component
of personnel expense at the time they are incurred. From time to time,
the company purchases treasury shares in order to cover the risk as-
sociated with the options granted. Acquisition costs of treasury shares
are deducted directly from shareholders’ equity.
Post-employment benefit plans Within the Group, various post-em-
ployment benefit plans exist, which differ in their purpose and financing
according to local needs. Obligations and assets under defined-benefit
plans are valued by independent actuaries at least every three years. In
these calculations, the projected unit credit method is applied uni-
formly throughout the Group. Costs and cost reductions that result
from the introduction of or changes in benefits provided for by a plan
(past service cost) are charged or credited to income linearly over the
average remaining period until the amended benefits become vested.
The impact of changes in plans relating to retirees is recorded in the
income statement at once. Actuarial gains and losses, which result
among other reasons from changes in actuarial assumptions, are
charged or credited to income linearly over eight years, if such devi-
ations exceed 10 percent of the projected benefit obligation or - if
larger - of plan assets. The interest component included in the increase
in provisions for unfunded pians with no segregated assets is included
in the financial result. The calculation of the interest component is per-
formed on an individual company basis using discount rates deter-
mined by third-party appraisals.
Impairment of assets At each balance sheet date, an assessment is
made as to whether there are indications that assets may be impaired.
If any such indication exists regarding assets of significant value, an
impairment test is carried out in order to determine if and to what ex-
tent a valuation allowance is necessary to reduce the asset to its value

in use (the present value of estimated future cash flows) or, if higher,
to its net selling price. Then, and only then, is an impairment loss
recorded and completely charged against income. With the exception
of impairment losses recorded on goodwill, as soon as it is recognized
that an impairment allowance previously recorded is no longer justified,
it is reversed and credited to income.

Income statement

Sales Sales are recorded net of sales taxes, as well as deductions for
returns and discounts, at the time the risks and benefits of ownership
are substantially transferred to customers. Revenue under long-term
construction and service contracts is recognized according to the
percentage-of-completion method. The percentage of completion is
determined based on the direct project costs, excluding material costs.
Interest on financial debts Interest expenses are charged against
income without restriction. Thus, no borrowing costs directly incurred
during construction are capitalized.

Research and development Expenditures for research are charged
directly against net income as incurred. Development costs that meet
the requirements for capitalization set forth in IAS 38 are capitalized.
Taxes Current-year income taxes are accrued based on the current-
year income reported locally by the individual Group companies.
Wherever the tax basis differs from Group values, deferred taxes are
determined and recorded by applying currently effective local tax rates
to the differences {liability method). Deferred tax assets resuiting from
negative differences are thereby capitalized only to the extent that their
realization through corresponding profits is expected.

To the extent that the offset of tax loss carry-forwards against future
earnings is deemed probable, these benefits are capitalized or netted
against any positive valuation differences on an individual company
basis. Taxes payable on anticipated dividends from subsidiaries are not
material and are not accrued.

Financial instruments

In order to reduce foreign currency risks, financial debts of Group com-
panies are denominated in their own congruent currencies. The Group
centrally coordinates and optimizes the conditions of Group compa-
nies’ net liquidity/net debt through a cash management program in the
relevant CHF and euro areas.

Financial instruments are recorded in the balance sheet as of their
transaction date and are stated at their market values. An exception
applies to financial assets held to maturity as well as receivables and
credits generated by the Group, which are carried at cost. Gains and
losses arising from changes in the market values of “available for sale”
financial assets are recorded temporarily in shareholders’ equity, until
such assets are sold or disposed of, at which time the gains or losses
are transferred to the income statement.

Segment information
Sales between business segments are carried out at normal market
conditions. Costs are allocated on a systematic basis, which considers
their origin and purpose.

Related parties
Transactions with related parties Transactions with related parties
are conducted on an arm's length basis.
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> NOTES TO THE CONSCLIDATED FINANCIAL
STATEMENTS

Changes in Group companies Note (1)

The following changes in Group companies occurred during the year 2002 (business segment/transaction/date reflected in the

consolidated financial statements):

Disposal of individual companies
- Unaxis Materials AG, Liechtenstein/FL (Information Technology/sale/June 30, 2002)

- Unaxis Materials Deutschiand GmbH, Hanau/D (Information Technology/sale/May 31, 2002)

With the sales of the abovementioned companies, the following amounts were removed from the consolidation as of May 31 and

June 30, 2002, respectively:

Cash and cash equivalents 6 in CHF million
Receivables 12
Inventories 18
Prepaid expenses and accrued income 0
Property, plant and equipment 7
Assets 43
Payables 2
Accrued liabilities 2
Financial debt 13
Provision for current income taxes 2
Provision for deferred taxes o]
Post-employment benefit provisions 3
Other provisions 5
Liabilities 28
Shareholders’ equity 156
Liabilities and shareholders’ equity 43

The abovementioned companies, together with Unaxis Materials’ operating activities in the USA and in Taiwan, which were sold
as an asset deal at the end of May 2002, are included in the consolidated income statement with total sales of CHF 54 million (prior
year CHF 98 million) and EBIT of CHF 3 miltion (prior year CHF 10 million).

Additional information can be found in note 11. A complete list of all subsidiaries is shown on pages 100 and 101.

Conversion rates Note (2)
The following rates were used to convert the most important foreign currencies in the balance sheet and income statement into

Swiss francs:

Average rates Change * Year-end rates Change
2002 2001 01/02 2002 2001 01/02
] in CHF

UsD 1 1.56 1.69 -7.7% 1.38 1.67 -16.8%
EUR 1 1.47 1.51 -2.6% \ 1.45 1.48 -2.0%
GBP 1 2.33 2.43 -4.1% 2,22 2.43 -8.6%
JPY 100 1.24 1.39 -10.8% 1.17 1.28 -8.6%
HKD 100 19.96 | 21.63 -7.7% | 17.79 21.46 ~17.1%
SGD 1 0.869 0.942 -7.7% | 0.800 0.905 -11.6%
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Impact of conversion rates on sales

Change from prior year Impact of

Effective Excluding conversion

conversion rates

impact

Information Technology -30.1% -26.1% -4.0%

Surface Technology -9.8% -5.4% -4.3%

Components and Special Systems -35.5% -32.0% -3.6%

Others -99.3% -91.9% -7.5%

Total -30.0% -26.0% =-4.0%

Amortization of goodwill for subsidiaries 2002 2001

Information Technology 44 63

Surface Technology 1 1
Components and Special Systems

Others 0 0

Total 45 64

Due to the impairment of goodwill paid for ESEC in 2001, amortization decreased by CHF 18 million to CHF 45 million during the

current year. This includes amortization related to ESEC and Unaxis USA (Plasma-Therm) based on a useful life of 15 years, and

related to Unaxis Nimbus GB based on a useful life of three years.

Other operating income and expense 2002 2001
License, patent and know-how revenue 0 ¢
Other operating income 24 35
Income 24 35
Taxes not based on income -5 -7
Other operating expenses -17 ~33
Expense -22 -40
Total 2 -5

Included in other operating expenses of CHF 17 million are restructuring costs amounting to CHF 13 million. In total, restructuring

costs amount to CHF 21 million, of which CHF 8 million in the Information Technology segment are covered by provisions created

in prior years for this purpose. The restructuring costs are related to the business segments as follows:

[

- Information Technology i5
- Surface Technology 0
— Components and Special Systems ]
- Others 0
Total 21

MNote (3}

Note (4)
in CHF million

Note (5)
in CHF million




Expenses included in operating result 2002 2001  Note (8)
in CHF million
Salaries and wages 508 644
Social security and other employee benefits 126 131
Personnel expense 634 775
Depreciation and amortization of
- operating property, plant and equipment 103 120
- intangible assets (excluding goodwill) ] 9
- goodwill for subsidiaries 45 64
Depreciation and amortization of operating assets 154 193
Of the total cost of social security and other employee benefits of CHF 126 million, CHF 20 million (prior year: CHF 18 million) relate
to specific post-employment benefit plans of the individual companies. The remainder includes the legally required retirement ben-
efit contributions of Group companies and other social security expenses.
Impairment losses on goodwill 2002 2001 Note (7)
in CHF million
Total 0 200
Due to the continued weak demand experienced in the IT markets, impairment tests were carried out regarding the carrying vai-
ues of goodwill at the end of 2002. Based on the test results, no impairment loss was determined to exist. During the prior year,
an impairment loss of CHF 200 million was recorded by the Semiconductors Back End division.
Impact of conversion rates on operating result (EBIT) Note (8)
in CHF miilion
Change from prior year Impact of
Effective Excluding conversion
conversion rates
impact
Information Technology 180 180 =1
Surface Technology -4 -3 -1
Components and Special Systems -57 -57 ]
Others 8 8 0
Total 127 129 -2
Financial result 2002 2001 Note (9)
in CHF million
Interest on financial debt -4 -9
Interest on provisions for unfunded post-employment benefit plans -14 -14
Interest income 19 22
Net interest result ' 0 -1
Other financial expense -1 -2
Other financial income 1 3
Exchange gains/losses, net {incl. foreign currency derivatives for booked/settled underlying positions) =11 0
Other financial result ~11 1
Total =11 0
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!
Total 0 | 81

Result from sale of entire business segment { 2002 W 2001
|
{
i
!

No business segments were sold during the current year. The result from sales of business segments in the prior year of CHF 81 million
relates to the sale of a 90 percent interest in Pilatus Flugzeugwerke AG, Stans/CH.

Other result 2002 2001
Rental income from non-operating real estate 6 4
Expense of non-operating real estate -2 -6
Depreciation of non-operating rea! estate -2 -1
Result from sale of non-operating real estate 1 10
Result from non-operating real estate 3 7
Result from sale of operating real estate 1 -1
Result from sale of activities and investments 56 207
Impairment of other investments -6 0
Other non-operating expense and income -7 3
Other non-operating resuit 44 209
Total 47 216

Result from sales of activities and investments

Gross sales proceeds:

Unaxis Materials AG, Liechtenstein/FL (sale of shares) 22
Unaxis Materials Deutschland GmbH, Hanau/D (sale of shares) 21
Leybold Materials Inc., Morgan Hili, USA (sale of net assets) 7
Unaxis USA Inc., Materials division (sale of net assets) 1
Unaxis Taiwan Ltd., Materials division (sale of net assets) 2
Total gross sales proceeds 53
less Group share in equity/Group values of net assets sold -23

less selling expenses and provisions for expenses to be incurred
(incl. cost for the sale/closure of remaining Materials activity in Asia) =27

plus reversal of provisions no longer needed for guarantees
related to the sales of Bally, inficon and Pilatus in the years 1999, 2000 and 2001 53

Total result from sale 56 |

The impairment of other investments of CHF 6 million relates to the 2.34 percent investment in the Arianespace Groupe (see also
note 17).

Note (10)
in CHF miltion

Note (11}
in CHF miflion
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fncome taxes 2002 2001
Current income taxes 14 31
Deferred taxes -8 2
Total 8 33
_____ -
Analysis of tax expense 2002 2001
Result Tax Result Tax
before taxes expense before taxes expense
Group total -47 8 86 33
Expected tax expense based on weighted average
tax rate for 2002: 25.5% (2001: 87.2%)* -12 75
Difference between actual and expected tax expense 20 -42
|
Deferred taxes on current-year losses not capitalized 5‘ 25 22
inclusion of tax loss carry-forwards not capitalized -8 -22
Correction of tax loss carry-forwards capitalized 17 1
Change in potential deferred tax assets not capitalized -3 44
Impact of changes in tax rates 16 -12
Subsequent taxes for prior periods (incl. credits) -4 6
Non-recoverable withholding taxes 2 5
Non-deductible expenses 3 3
Non-taxable income -33 -86
Other items 5 -3
Total tax expense in excess of/below expected tax expense 20 -42
* Calculation of weighted
average tax rates 2002 2001
Result Average Expected Result Average Expected
before taxes tax rate tax expense before taxes tax rate  tax expense
Income on company basis 158 24.1% 38 479 28.4% 136
Losses on company basis -202 24.8% -50 -294 20.7% -61
Income, net -44 27.3% -12 185 40.8% 75
Consclidating entries not
subject to taxes -3 0.0% o] -99 0.0% 0
Total -47 25.5% -12 86 87.2% 75

The weighted average tax rate now again reflects a normal situation, after being strongly impacted in 2001 by consolidating en-

tries of CHF 99 million (in particular the correction of the result of the sale of Pilatus on a consolidated basis).

Note {12)
in CHF milion

in CHF milticn

in CHF miflion




Cash and cash equivalents 2002 2001  Note {13)
in CHF million
Cash, postal and current bank accounts 237 274
Time deposits 490 576
Total 726 850
Change against previous year -124 297
due to changes in Group companies -6 ~-38
due to conversion differences -14 -2
I

Some CHF 16 miltion of total cash and cash equivalents are located in countries in which certain forms or formal requests are

required for the transfer of funds abroad. Nevertheless, if the Group complies with these requirements, such liquid funds are avail-

abie at its disposition within a reasonable period.

Ea—
Receivables 2002 2001  Note (14)
‘ in CHF milion
Trade accounts receivable 312 366
Trade notes receivable i5 28
Other receivables 46 70
Allowance for doubtful accounts ~29 -42
Total 345 422
Change against previous year =77 -353
due to changes in Group companies -12 -58
due to conversion differences -23 o]
Inventories 2002 2001  Note (15)
in CHF million
Gross Value Net Gross Value Net
value adjustment value value adjustment value
Raw materials and components 111 -35 76 145 -47 98
Work in process 106 -3 104 142 -10 132
Finished goods 77 =27 50 95 =32 63
Trade merchandise 33 -11 22 40 -15 26
Advances for inventories 5 0 5 7 0 7
Accrued sales under percentage-
of-completion method 15 0 15 0 0 0
Total 348 -76 272 429 -103 326
Change against previous year -54 -388
due to changes in Group companiss -18 -288
due to conversion differences -16 -3
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26

Revenue is recognized based on the percentage of completion for three customer contracts in the Information Technology seg-

ment. As a whole, these projects are summarized as follows:

Invoices for POC contracts 0
- POC accruals as of January 1

+ POC accruals as of December 31 15
Sales recorded using the POC method 15
- Costs of POC sales recorded/accrued -11
- Expected losses recognized 0
Gross profit recognized on POC contracts 5
Project costs incurred 16
Costs of POC sales recorded/accrued -11
Project costs included in work in process 5
Advance payments received 2
e
Prepaid expenses and accrued income 2002 2001
Post-employment benefit fund assets in excess of PBO ; 37 43
Gains from derivatives (IAS 39) ' 12 6
Other prepaid expenses and accrued income 20 ‘5 24
[
!
Total 68 | 73
!
Change against previous year i ~4 7
§
due to changes in Group companies | 0 1 -7
! 1
]

due to conversion differences r -8
information regarding the results from derivative instruments, which gualify as hedges of future cash flows as defined by IAS 39
and which have therefore been recorded directly in equity without impacting net income, is shown in the consoclidated statement
of changes in shareholders’ equity.

[ i
Other investments . 2002 | 2001
;
Total 50 96
‘ 1
Change against previous year -45 \; 62
due to changes in Group companies i‘ 0 o}
due to canversion differences {L 0 0

The decline in value of CHF 45 million in 2002 is to CHF 39 million attributable to the lower market value of the Inficon shares held.
This amount has been charged to shareholders’ equity without impacting net income in accordance with the accounting principles
applied under IAS 39 (see also changes in shareholders’ equity}. In addition, considering the losses incurred, a write-down of
CHF 6 million had to be recorded on the 2.34 percent interest held in the Arianespace Group (see also note 11).

in CHF million

Note (16)
in CHF miltion

Note (17)
in CHF million




Property, plant and equipment

Plant and  Production Developed Advances Non-operat- Investment Total
equipment  and admin- land  and assets ingreal es- properties
istration under  tate desig- (IAS 40)
buildings construction nated for sale

Cost
Balance at January 1, 2002 300 410 36 48 67 0 1 461
Conversion differences -46 -14 -2 -1 -1 -64
Changes in Group companies -23 -23
Additions 54 4 15 1 74
Disposals -67 11 -2 -3 -62
Transfers 39 -48 3] -2
Balance at December 31, 2002 857 412 34 13 69 Q i 384
Accumulated depreciation
and impairment losses
Balance at January 1, 2002 564 171 o] 0 43 0 778
Conversion differences -28 -4 -32
Changes in Group companies -16 -16
2002 depreciation 91 12 2 104
Impairment loss 0
Disposals -56 12 -3 -47
Transfers 2 -3 -1
Balance at December 31, 2002 557 188 0 0 41 0 787
Net Group values 299 224 34 13 27 0 597
Including assets under financial leases 2 25 27
Insured values in the event of fire 726 435 64 1225

Commitments under outstanding orders for capital expenditures amounted to CHF 5 million at the end of 2002 (prior year:

CHF 1 million).

Note {18)
in CHF million
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Intangible assets

Purchased goodwill on Purchased Internally Total
parts of Group software  other intan- generated
operations  companies gible assets intangible
assets
Cost
Balance at January 1, 2002 2 808 34 1 0 845
Conversion differences -35 -36
Changes in Group compariies 0
Additions 3 3
Disposals -1 -116 -3 -119
Transfers 2 2
Balance at December 31, 2002 1 857 34 4 0 696
Accumulated amortization
and impairment losses
Balance at January 1, 2002 1 398 24 o] 6] 423
Conversion differences -6 -7
Changes in Group companies 0
2002 amortization 45 5 1 52
Impairment losses 0
Disposals -116 -2 -118
Transfers 0 -1 2 0
Balance at December 31, 2002 1 321 26 3 0 351
Net Group values 0 336 8 0 0 345

Of the total goodwill reported of CHF 336 million, CHF 329 million relate to the Information Technology segment and CHF 7 million

to the Surface Technology segment.

(Tt

Deferred tax assets 2002 2001
Total 80 80
Change against previous year ¢} -2
due to changes in Group companies 0 -1
due to conversion differences -6 : 0
I
Deferred tax benefits not capitalized
resulting from tax loss carry-forwards ‘
of CHF 575 million (prior year CHF 477 million) 159 ( 124
|
|
Deferred tax benefits not capitalized
resulting from potential taxable differences
of CHF 25 million (prior year CHF 35 million) 5 9

Tax loss carry-forwards of CHF 575 million, for which na deferred benefits have been recorded, expire as follows:

CHF 16 millionin 1 year

CHF 7 millionin 2 years
CHF 4 millionin 3 years
CHF 3 million in 4 years
CHF 41 million in 5 years

CHF 505 million beyond 5 years

Note (19)
in CHF million

Note (20)

in CHF million




Assets pledged/otherwise restricted 2002 2001
Receivables and inventories 0 0
Fixed assets 30 49
Total 30 49

Of the property, plant and equipment of CHF 30 million, 10 percent are pledged as collateral under mortgages outstanding, and

90 percent are restricted by reservation of ownership under financial lease obligations.

Payables 2002 Due Secured 2001
within 1to5 beyond
1 year years 5 years
Trade accounts payable 80 80 105
Trade notes payable 3 3 4
Other payables 38 38 44
Total 22 122 0 0 153
Change against previous year =31 -159
due to changes in Group companies -2 -68
due to conversion differences -6 o]
Accrued liabilities 2002 Due Secured 2001
within 1t05 beyond
1 year years 5 years
Loss from derivatives (IAS 39) i 1 4
Other accrued liabilities 138 138 144
Total 139 139 0 0 148
Change against previous year -9 -56
due to changes in Group companies -2 -26
due to conversion differences -5 -1

Information regarding the results from derivative instruments which qualify as hedges of future cash flows as defined by IAS 39 and

which have therefore been recorded directly in equity without impacting net income, is shown in the consolidated statement of

changes in shareholders’ equity.

Customer advances 2002 Due Secured 2001
within 1t05 beyond
1 year years 5 years
Total 87 28 59 0 129
Change against previous year -42 -1386
due to changes in Group companies 0 -50
due to conversion differences -2 -3

Note (21)

in CHF million

Note (22)
in CHF million

Note (23)
in CHF million

Note {24)

in CHF million
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Financial debt/net liquidity 2002 Due Secured 2001  Note {25)
in CHF million
within 1to5 beyond
1 year years 5 years
Current bank accounts 11 11 33
Loans payable 12 6 5 1 28
Mortgages payable 3 1 1 3 4
Financial lease obligations* 14 2 5 7 14 17
Total financial debt 40 20 12 8 17 82
less cash and cash equivalents -726 -850
Net liquidity 686 768
Change against prior year -82 594
due to changes in Group companies 7 -36
due to conversion differences -7 -12
* Future financial lease payments 29 3 7 11 25
- Thereof financial costs 7 1 2 4 8
Reflecting their actual economic nature, mortgages not yet canceled are treated as long-term debt. Only 1 percent of total finan-
cial debt is denominated in Swiss francs, 5 percent in Japanese yen, 55 percent in euros, 25 percent in Singapore dollars, 6 per-
cent in US dollars, 5 percent in Korean won and 3 percent in British pounds. Of total financial debt, 89 percent is owed to banks,
and 78 percent is subject to floating interest rates. As an average taken over all currencies, financial debts resulted in interest
charges of 5.0 percent (prior year 3.6 percent).
Current income tax provisions T 2002 Due 2001 Note (26)
in CHF million
within beyond
1 year 1 year
Total 15 15 0 47
Change against previous year -32 -12
due to changes in Group companies 0 -3
due to conversion differences -1 0
Post-employment benefit provisions 2002 Due 2001 Note {27)
in CHF million
within beyond
1 year 1 year
Total 246 1 244 248
Change against previous year -2 -22
due to changes in Group companies -3 -17
due to conversion differences -6 -3
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Post-employment benefit provisions are related to the following plans:

Summary of post-employment benefit plans 2002 2001
Total Defined Defined Total Defined Defined
benefit contribution benefit  contribution
plans plans plans plans
Funded plans 25 13 12 23 13 10
Unfunded plans 8 10 10 0
Active participants 5977 5 436 654 6 260 5 879 381
Retirees 1 962 1962 o] 1850 1 850 0
Post-employment benefit cost (operating) 20 18 1 18 17
Post-employment benefit cost (financial) 13 13 0 14 14 0
Post-employment benefit cost, total 33 32 1 32 31 1
Post-employment benefit provisions 246 239 248 243 5
Post-employment benefit assets 37 37 43 43
Defined-benefit plans 2002 2001
Total Funded Unfunded Total Funded Unfunded
Plan assets at market values 455 455 514 514
Present benefit obligation (PBO) -688 -462 -226 -7 -478 -223
Assets in excess of/below PBO -233 -7 -226 -187 36 -223
Post-employment benefit provisions 239 9 231 243 8 235
Post-employment benefit assets -37 -37 0 -43 -43 0
Unrecognized gains/losses -30 -35 5 13 1 12
of which: )
- actuarial gains/losses -30 -35 5 13 1 12
- past service costs 0 0 o] 0
Of which:
- unrecognized due to limit to be observed 0 0 0 0 0 0
Post-employment benefit cost from defined-benefit plans 2002 2001
Current service cost after deduction of
employee contributions 20 28
+ interest cost of post-employment benefit obligations 34 31
- expected return on plan assets -23 -28
+ amortization of past service costs 0 6
+ amortization of actuarial gains/losses 1 -6
Total 32 31
Actual return on plan assets (loss) -23 n/a
Assets:
- Value of fixed assets used by Group companies
- Receivables from Group companies 0 0

in CHF million

Number of plans

Number of persons

covered

in CHF million

in CHF million

in CHF million
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Actuarial assumptions 2002 2001 2002 2001
in percent
(weighted average rates)
Discount rate 4.9% 4.9% Benefit progression 1.4% 1.3%
Salary progression 2.9% 2.8% Return on plan assets 5.0% 5.3%
Deferred tax provisions 2002 Due 2001  Note (28)
in CHF million
within beyond
1 year 1 year
Total 53 0 53 55
Change against previous year -2 -32
due to changes in Group companies 0 -31
due to conversion differences 0 -1
Composition of deferred taxes (including deferred tax assets, see note 20)
2002 2001
Total Potential  Deferred Total Potential Deferred
taxable deferred tax taxable deferred tax
differences  tax asset liability | differences  tax asset liability
in CHF mitlion
Trade account receivable -3 3 1
Other receivables and accruals 13 1 3
Net inventories 37 6 10
Post-employment benefit asset 37 0 13
Financial assets 149 0 16
Property, plant and equiprnent 73 10 41
Intangible assets -63 19 2
Assets 242 40 87
Trade account payable -2 0 0
Other current and long-term liabilities -49 18 3
Financial debt -14 5 o]
Provisions -63 25 o]
Liabilities -128 47 4
Subtotai 114 88 91 473 44 55
Netting within each company 0 -20 -20 0 ] 0
114 68 71 473 44 55
Thereof potential deferred tax assets not capitalized 25 -5 0 35 -9 0
Tax loss carry-forwards capitalized -124 36 0 -123 44 0
Net total n/a 80 53 n/a 80 55
Thereof not income-related deferred taxes (IAS 39) 33 0 4 81 0 4
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Other provisions 2002 Due 2001
within beyond
1 year 1 year

Total 269 118 151 392
Change against previous year -123 =71
due to changes in Group companies -5 -33
due to conversion differences -6 -2

Provisions charged against EBIT Provisions
Product Product  Onerous Long-term Restruc- Others  not charged Total

warranties liability —contracts employee turing against

benefits EBIT
Balance at January 1, 2002 39 12 0 6 64 75 196 392
Conversion differences ~1 -1 -2 -2 -6
Changes in Group companies -5 ~5
Amounts used =11 -5 -1 -45 =22 -18 -102
Amounts reversed -9 -3 -8 -25 -54 -99
Additions 14 3 19 25 28 91
Transfers 4 5 -9 0
Balance at December 31, 2002 32 3 0 11 34 38 150 269

Of which:

due within 1 year 27 1 21 33 36 118
due beyond 1 year 5 3 10 13 6 114 151

Provisions which have not been charged against EBIT serve largely to cover recognizable risks arising from the sale of subsidiaries

concluded during recent years.

Maturities of debt 2002 Due 2001
f

Payables 122

Accrued liabilities 139

Customer advances 87

Financial debt 40 |

Provision for current income taxes 15

Provision for post-employment benefits
Provisions for deferred taxes
Other provisions

53
269 |

Total

|
} 248
i
|
L

Note {29)
in CHF million

in CHF million

Note (30)
in CHF milion




Contingent liabilities i 2002 [ 2001
i |
Performance guarantees/guarantees of debt r 0 |
Collateral securities ] 8 g
Discounted notes receivable 5 2 ‘
SIRERU ! |
Total L 8 2
Payments under non-cancelable leases 2002 ]g 2001
| % -
Due in 1st year J i9 } 12
Due in 2nd year 15 { 10
Due in 3rd year 12 | 9
Due in 4th year 10 | 7
Due in or beyond 5th year 25 ( 27
- ’ :
Total } 81 65
!
Financial instruments 2002 2001
e
Contract Deviation from l Contract Deviation from
amounts market value | amounts market value
|
positive negative | positive negative
i
| .
]
Currency derivatives 269 11 1 232 [¢] 4
Interest derivatives 169 0
Other derivatives 0 i 0
!
e
Total 437 12 5 232 6 4

']

Positive and negative deviations from market values of currency derivatives (included in the balance sheet according to IAS 39,

see notes 16 and 23) are offset by the corresponding gain or loss on the underlying hedged transactions. The maximum risk of

counterparty non-performance is equal to the positive deviation from market value. In view of the reputation of the counterparties,

this risk is deemed to be minimal.

Of the reported positive CHF 12 miilion variance to current market value, CHF 5 million have been booked directly to sharehold-

ers’ equity with no effect on the income statement, and CHF 7 million have been recorded in the income statement (see also

changes in shareholders’ equity and Note 9).

Group strategy to reduce risk and the valuation principles applied to the individual positions are described under the accounting

principles. Amounts shown in the balance sheet for cash and cash equivalents, receivables and payables, as well as for loans

receivable and short-term financial debts, approximate market values. Risks associated with interest rate changes on financial

debt can be assessed from the information in note 25.

Note (31)

in CHF million

Note (32)
in CHF miflion

Note (33)
in CHF million




Unaxis participation pfans

The following plans exist, under which each option invests its owner with the right to purchase one share in Unaxis Holding Inc.:

> Since 1998, the members of the Board of Directors of Unaxis Holding Inc. have received a portion of their fees in the form of
share options {expiring in 3 or 4 years).

> Conceived as a fong-term bonus, members of corporate and other management receive a portion of their compensation pack-
age in options on the company’s shares (expiring in 4 or 7 years). The right to exercise such options is fully vested after 2 or 3
years for those individuals still employed by the Group.

> Additional members of management receive options - also designed as a long-term bonus - if they draw their short-term cash
bonus fully or partly in Unaxis shares at fair market value. The shares are blocked for a period of 3 years. For each share acquired
an option is delivered free of charge. The options on the company’s shares expire after 7 years with the right to exercise such
options fully vested after 2 or 3 years.

Under these stock plans, the following options outstanding at December 31, 2002 were issued:

Issued Number Expiration date Locked in until Strike price
in CHF
Board 2000 13 264 5/5/2003 5/5/2003 650
members 2001 9118 5/30/2005 5/28/2004 400
2002 11 246 5/12/2006 5/12/2004 225
Corporate and 2000 6113 5/5/2003 5/5/2003 650
other management 2000 17 965 5/4/2004 5/5/2003 650
members 2001 5538 5/30/2005 5/28/2004 400
2001 6742 5/28/2008 5/28/2003 315
2001 6 753 5/28/2008 5/28/2004 315
2002 7 226 5/12/2006 5/12/2004 225

2002 14 551 5/13/2009 5/13/2004 189.5

2002 14 571 5/13/2009 5/13/2005 189.5

Those options issued to Board members in 1999 with a strike price of CHF 350 expired worthless in May 2002.

The option rights are covered exclusively by the purchase of shares on the open market (see also note 15 to the financial state-
ments of Unaxis Holding Inc.). Social security expenses associated with the issue of such options are included in personnel
expense.

In addition, a stock purchase plan exists for employees. Under this plan, the employees were able to purchase shares in Unaxis
Holding Inc. in May 2002 at preferred prices (25 percent below market values). The discounts granted to employees have been
included in personnel expense. The shares are locked in for a period of two years.

Related parties

There were no significant transactions with related parties during 2002. Details of compensation received by the Board of Direc-
tors and the Executive Board: see pages 60 and 61. Participation plans: see note 34.

Events after the balance sheet date

No events occurred subsequent to the balance sheet date that would have a significant impact on these financial statements.

Note (34}

Note (35)

Note (36)
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> SEGMENT INFORMATION 2001-2002

Information Surface Components and
Technology Technology Special Systems
2002 2001 2002 2001 2002 2001
Orders received 750 637 305 323 439 582
Orders on hand 213 206 1 197 232
Sales
Sales to third parties 713 1021 306 339 471 730
Sales to Group companies 6 16 7 16
719 1037 306 339 477 746
Sales to third parties by region
Japan and Asia/Pacific 372 485 29 37 60 134
Europe 184 265 204 216 294 396
America 148 261 73 80 115 187
Other areas 8 10 6 2 13
713 1021 306 339 471 730
Sales to third parties by location
Japan and Asia/Pacific 134 247 25 29 55 69
Europe 434 462 204 227 338 548
North America 146 312 63 75 78 113
Other areas 14 8
713 1021 306 339 4714 730
Capital expenditures in property,
plant and equipment
Japan and Asia/Pacific 6 5 il 16 1
Europe 19 51 17 29 11 16
North America 3 11 5
Other areas 1 2
28 67 23 53 12 17
Number of employees
Japan and Asia/Pacific 334 433 190 232 147 162
Europe 1976 2 310 1211 1148 1 502 1591
North America 297 475 276 330 116 176
Other areas 161 72
2607 3218 1837 1782 1765 1929
Assets 876 1063 260 296 245 294
Liabilities 160 254 63 69 180 219
Net assets* . 716 809 197 227 55 75
Shareholders’ equity incl. minority interests
Research and development 116 142 11 14 30 50
EBITDA -59 -5 82 85 32 92
Depreciation and amortization -84 -118 -41 -40 -13 -16
Impairment iosses on goodwill -200
Operating result (EBIT) -143 -323 42 45 19 76

Result before taxes
Income taxes
Net income incl. minority interests

Funds from/used by:
Operations

Investing activities
Financing activities
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Others Elimination Total

2002 2001 2002 2001 2002 2001
30 1494 1572 Orders received
409 439 Orders on hand
Sales
37 1490 2127 Sales to third parties
-13 -24 Sales to Group companies

37 -13 -24 1490 2127
Sales to third parties by region
1 461 657 Japan and Asia/Pacific
3 682 880 Europe
33 336 561 America
10 29 Other areas

37 1 490 2127
Sales to third parties by location
214 345 Japan and Asia/Pacific
1 975 1238 Europe
36 287 536 North America
i4 8 Other areas

37 1490 2127
Capital expenditures for property,
plant and equipment
8 21 Japan and Asia/Pacific
10 46 57 142 Europe
3 8 21 North America
1 2 Other areas

10 49 74 186
Number of employees
. 871 827 Japan and Asia/Pacific
331 309 5 020 5 358 Europe
3 3 692 984 North America
161 72 Other areas

334 312 6 544 7 241
161 169 -5 15636 1822 Assets
53 78 -6 461 620 Liabilities
108 91 0 1075 1202 Net assets™
i1 555 1762 Shareholders’ equity incl. minority interests
2 157 208 Research and development
16 7 71 182 EBITDA
-16 -16 -154 -193 Depreciation and amortization
-200 Impairment losses on goodwill
0 -9 -83 =211 Operating result (EBIT)
-47 86 Result before taxes
-8 -33 Income taxes
-54 53 Net income incl. minority interests
Funds from/used by:
-41 264 Operations
=17 328 Investing activities
-53 -293 Financing activities

in CHF million

* Net assets
include all
operating cur-
rent and non-
current assets
(excluding
cash and cash
equivalents
and financiat
assets), less
operating
liabilities (ex-
cluding finan-
cial debts,
provisions for
post-employ-
ment benefits
and for taxes
and other
provisions not
charged
against opsrat-
ing result).

97




98

> REPORT OF THE GROUP AUDITORS

To the Annual Shareholders’ Meeting of Unaxis Holding Inc.,
Pfaffikon/SZ:

As auditors of the Group, we have audited the consolidated financial
statements (income statement, balance sheet, statement of changes in
financial position, statement of changes in shareholders’ equity and
notes, see pages 74 to 97) of Unaxis Holding Inc. for the year ended
December 31, 2002.

These consolidated financial statements are the responsibility of the
Board of Directors. Qur responsibility is to express an opinion on these
consolidated financial statements based on our audit. We confirm that
we meet the legal requirements concerning professional qualification

and independence.

Our audit was conducted in accordance with auditing standards prom-
ulgated by the Swiss profession, which require that an audit be planned
and performed to obtain reasonable assurance about whether the con-
solidated financial statements are free from material misstatement. We
have examined on a test biasis evidence supporting the amounts and
disclosures in the consclidated financial statements. We have also as-
sessed the accounting principles used, significant estimates made and
the overall consolidated financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair
view of the financial position, the result of operations and the cash
flows in accordance with the international Financiai Reporting Stan-
dards (IFRS) and comply with Swiss law.

We recommend that the financial statements submitted to you be ap-
proved.

Zurich, March 10, 2003

Ernst & Young AG

Martin Staubli

Swiss Certified Public Accountant
(Auditor in charge)

Hans-Peter Rudolf

Certified Public Accountant
(Auditor in charge)




> KEY FIGURES 1898 -2002

( 2002 2001 2000 1999 1998
Orders received 1494 1572 3732 3153 3520
Sales 1490 2127 3285 2 891 3 631
Operating result (EBIT) -83 -211 314 80 -67
Financial result -11 0 -23 -18 -64
Other result 47 297 330 -38 -25
Income taxes -8 -33 -87 -18 -8
Minority interests in net income 16 58 -23 -1 -5
Net income/loss -39 111 511 5 -169
Personnel expense 634 775 882 954 1153
Research and development 157 208 219 188 213
Depreciation of operating property, plant and equipment 103 120 114 130 196
Other depreciation and amortization 53 73 45 13 13
Impairment losses on goodwill 0 200 0 - -
Current assets 1413 1671 2108 1774 2394
Non-current assets 1112 1345 1600 1226 1954
Current liabilities 441 832 1305 1232 1925
Long-term liabilities 530 422 734 722 1319
Minority interests 79 95 165 13 17
Shareholders’ equity 1476 1667 1504 1033 1087
Total assets 2525 3018 3708 3000 4 348
Inventories 272 326 714 623 1047
Property, plant and equipment 597 683 759 761 1795
Net assets* 1075 1202 17861 1015 2 031
Net liquidity (+) / net debt (-) 686 768 174 206 -656
Net funds from operations -41 264 486 60 242
Capital expenditures in property, plant and equipment 74 186 191 169 261
Above excl. Oerlikon-Bihrle Immobilien 74 186 191 138 199
Proceeds from sales of property, plant and equipment 10 90 40 68 205
Above excl. Oerlikon-Bihrle Immobilien 10 90 40 62 100
Number of consolidated Group companies 89 95 113 77 109
Number of employees at year-end 6 544 7 241 9 154 8 366 13 741
Average number of employees 6 882 ; 8197 8 760 11 054 14 285
Sales per employee in CHF 216 132 259 500 375 000 261 500 254 200
Operating result as % of net assets (RONA) -7.7% -17.6% 17.8% 7.9% -3.3%
Non-current assets as % of total assets 44.0% 44.6% 43.1% 40.9% 44.9%
Shareholders’ equity ratio 58.4% 55.3% 40.5% 34.4% 25.0%

* Net assets include all operating current and non-current assets {excluding cash and cash equivalents and financial assets), less operating liabiiities {excluding financial

debts, provisions for post-employment benefits and for taxes and other provisions not charged against operating result).

in CHF million




> COUNTRY COMPANIES

Country Activity Name, registered office Share capital Group Number of President
in local currency* owns % employees

Austria O A Balzers GmbH, Kapfenberg EUR 350 100 24 Zechner, Johann
Belgium A SA Balzers N.V,, St.-Truiden EUR 620 100 45 Boghe, Willy
A Leybold N.V., Nossegem-Zaventem EUR 74 99.5 0 Nuytten, Claude
Brazil A Balzers Balinit do Brasil Ltda., Jundiai SP BRL 2 842 a3 60 Campos, Walter
China A Unaxis China Ltd., Hong Kong HKD 1 800 99.5 7 Loh, Benjamin
O A Unaxis (Shanghai) Co. Ltd., Shanghai CNY 78 628 100 g7 Loh, Benjamin
A ESEC Semiconductor (Shanghai) Co. Ltd., Shanghai USD 200 56.8 18 Giarré, Lorenzo
A ESEC (Hong Kong) Ltd., Hong Kong HKD 10 56.8 4 Giarré, Lorenzo
OA Leybold Vacuum Equipment Manufacturing Co. Ltd.,
Tianjin, Beichen District CNY 17 022 99.5 36 Ng, Damian
A Leybold Vacuum Int. Trade Co., Ltd., Tianjin,
Eeichen District CNY 1 656 99.5 30 Ng, Damian
France O Unaxis France Holding SA, St-Thibautt EUR 4 000 100 0 Vogt, Andreas
A< Unaxis France SA, Palaiseau EUR 762 100 41 Vogt, Andreas
014 < Unaxis Nextral SA, Montbonot-St-lsmier EUR 762 100 37 Turlot, Emmanuel
A FBalzers Revétements sous vide France SA, St-Thibault EUR 7 108 100 239 Collignon, Pierre
DA< Leybold Vacuum France SA, Courtabceuf Cedex EUR 3 085 9.5 183 Hetzel, Roland
Germany A Unaxis Deutschiand Vertriebs GmbH, Munich EUR 26 89.5 35 Babacan, Thomas
0 A< Unaxis Optics Deutschland GmbH, Geisenheim EUR 5 150 99.5 70 Enders, Peter
G Unaxis Deutschland GmbH, Alzenau EUR 1 050 99.5 1 Babacan, Thomas
& ESEC (Germany) GmbH, Nuremberg EUR 100 56.8 0 Casata, Thomas
A Balzers VerschleiBschutz GmbH, Bingen EUR 511 99.5 388 Brandle, Hans
O Unaxis Deutschiand Holding GmbH, Munich EUR 30 682 98.5 5 Babacan, Thomas
O A Leybold Vacuum Dresden GmbHM, Dresden EUR 100 99.5 49 Grossmann, Frank
A< Leybold Vacuum GmbH, Cologne EUR 1 200 99.5 861 Mattern-Klosson, Monika
O Balzers und Leybold Vermietungs GmbH & Co. KG,
Hanau EUR 50 99.5 7 von Buttlar, Armin
O Balzers und Leybold Vermietungs- und
Verwaltungs GmbH, Hanau EUR 20 99.5 0 von Buttlar, Armin
O Perfect IT GmbH, Alzenau EUR 25 99.5 53 von Buttlar, Armin
Great Britain O A Baizers Ltd., Milton Keynes GBP 2 000 100 64 Stokley, Peter J.
OA <O Unaxis Nimbus Ltd., Monmouth GBP 1 100 122 Hegarty, Christopher
A Unaxis UK (Branch), Milton Keynes GBP 0 100 4 Babacan, Thomas
4 Leybold Vacuum UK Ltd., London GBP 300 99.5 31 Ball, Chris
India 04 Balzers India Ltd., Bosahri/Pune INR 48 118 100 72 Keskar, Ramesh V.
Italy A Unaxis Italia (Branch}, Artuno/Milan EURO 100 7 Babacan, Thomas
A Balzers S.p.A., Brugherio EUR 130 100 67 Gullo, Giancarlo
A Leybold Vacuum ltalia S.p.A., Milan EUR 1 041 99.5 16 Hauck, Glnter
Japan O A Nihon Balzers K.K., Hiratsuka JPY 100 100 68 Schmalz, Andreas
A< Unaxis Japan Co. Ltd., Tokyo JPY 450 100 75 Sawada, Susumu
A ESEC K.K., Yokchama JPY 50 56.8 7 Pajasmaa, Vesa
A Leybold Vacuum Japan Co. Ltd., Yokohama-shi JPY 450 99.5 37 Schaedlich, Christian
Liechtenstein [0 A ¢ O Unaxis Balzers Aktiengesellschaft, Balzers CHF 75 000 100 928 Vogt, Andreas
O Balzers AG, Balzers CHF 100 100 244 Schulz, Hans
Luxembourg 4 Balzers Luxembourg Sarl, Differdange EUR 1 000 60 7 Boghe, Willy
Mexico O A Balzers SA de C.V.,, Queretaro MXP 37 970 100 29 Cheynet, Loic
The Netherlands A Unaxis Nederiand B.V., Utrecht EUR 37 100 17 Babacan, Thomas
A Leybold Vacuum Nederland B.V., Utrecht EUR 1 361 99.5 11 Hetzel, Roland
Philippines A ESEC (Philippines) Inc., Manila PHP 5 250 56.8 16 Thenu, Marcel
Poland A Balzers S.p.z.0.0., Polkowice Dolne PLZ 5 000 100 4 Danis, Marek

* JPY and KRW in million, all other currencies in thousand.
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Country Activity Name, registered office Share capital Group Number of President
in local currency* owns % employees
Singapore O A Unaxis IT Singapore Pte. Ltd., Singapore SGD 250 100 13 Han, Chih Heng
O A Unaxis Singapore Pte. Ltd., Singapore SGD 11 500 99.5 27  Liu Kong Wah, Thomas
04 Balzers Coating Pte. Ltd., Singapore SGD 6 000 100 35 Heng, Siyau Teck
& Leybold Vacuum Singapore Pte. Ltd., Singapore SGD 300 99.5 Chan, Dave
O ESEC Industries (Singapore) Pte. Ltd., Singapore SGD 100 56.8 Wismer, Marcel
O ESEC (Asia Pacific) Pte. Ltd., Singapore SGD 15 000 56.8 76 Wismer, Marcel
South Korea O A Balzers Korea Coating Co. Ltd., Kyungsan KRW 2 000 89.9 87 Gim, Jong-Seong
A< Unaxis Korea Ltd., Sungnam, Kyungki-Do KRW 1 050 100 23 Cheon, In-Chul
A ESEC Korea Ltd., Seoul KRW 1 250 56.8 18 Kim, Chang-Soon
A Leybold Vacuum Korea Ltd., Seoul KRW 7 080 99.5 15 Schaedlich, Christian
Spain O A Balzers-ELAY SA, Antzuola EUR 150 51 51 Biana, Alberto
A Leybold Vacuum Spain SA, Sant Feliu de Llobregat EUR 168 99.5 12 Hetzel, Roland
Sweden A Unaxis Scandinavia (Branch), Védstra Frolunda EURQ 100 1 Babacan, Thomas
A Balzers Sandvik Coating AB, Stockholm SEK 11 600 51 55 Hansson, Géran
A Leybold Vacuum Scandinavia AB, Véstra Frélunda SEK 800 99.5 10 Ball, Chris
Switzerland O A Balzers Revétements SA, Brigg bei Biel CHF 2 000 100 23 Dosch, Vincens
< Unaxis SPTec SA, Neuchatel CHF 100 100 5 Koller, Albert
0a < Mecanovis AG, Triibbach CHF 3 000 100 237 Weilenmann, Thomas
C ESEC Holding SA, Steinhausen CHF 20 480 56.8 0 Wunderl, Hans
O ESEC Management SA, Cham CHF 250 56.8 28 Wunderl, Hans
0< ESEC SA, Cham CHF 2 400 56.8 437 Wunderl, Hans
O ESEC Trading SA, Cham CHF 250 56.8 15 Wunderl, Hans
< ESEC (Europe) SA, Steinhausen CHF 50 56.8 26 Meier, Felix
A Leybold Vacuum Schweiz AG, Zurich CHF 300 ag.5 10 Hauck, Ginter
O Unaxis Holding AG, Pfaffikon SZ CHF 263 402 100 0 Kundert, Heinz
O Unaxis Management AG, Pfaffikon SZ CHF 2 000 100 47 Baumgartner, Beat
O Spinnerei Kunz AG, Windisch CHF 10 000 100 0 Bdrgin, Urs
0OA <O Contraves Space AG, Zurich CHF 15 000 100 321 Somaini, Umberto
O Unaxis Trading AG, Tribbach CHF 8 000 100 0 Haefeli, Erich
Taiwan A Unaxis Taiwan Ltd., Hsin Chu TWD 20 000 100 92 Chen, Hong-Ji
A ESEC Pacific North (Taiwan) Ltd. TWD 5 000 56.8 21 Chiang, Aaron
A Leybold Vacuum Taiwan Ltd., Hsin Chu TWD 20 000 100 22 Schaedlich, Christian
USA O Unaxis USA Holding Inc., Pittsburgh, PA USD 24 280 99.8 3 Druggs, Merrill
A< Unaxis USA Inc., St. Petersburg, FL USD 14 730 99.8 223 Pasco, Wayne
O A Unaxis Optics USA Inc., Golden, CO UsD 1 99.8 74 Cusick, Mike
A ESEC (USA) Inc., Tempe/Phoenix, AZ uUsD 7 000 56.8 24 Connell, Kent
O Leybold Materials Inc., Morgan Hill, CA USD 3 500 99.8 3 Gore, Mark
O Surface Coating Industries Inc., Wilmington, DE CAD 2 021 99.8 0 Schulz, Hans
A Balzers Inc., Amherst, NY usD 20 99.8 276 Kunz, Christian
0A < Leybold Vacuum Products Inc., Export, PA UsSD 1375 99.8 116 Hauck, Ginter
O Zevatech Inc., Apex, NC UsD 11 56.8 o] Connell, Kent
O AMTI Advanced Manufacturing Technologies,
Inc., Apex, NC USD 11 035 56.8 Connell, Kent
O Contraves Inc., East Pittsburgh, PA uUsD 500 99.8 Druggs, Merril
O Production
A Distribution
< Research, development
QO Senvices, Holding
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> [INCOME STATEMENT

20027 2001

r
Note i
- L | in CHF
income from investments in subsidiaries 2 ; 38 313 120 ‘ 291 654 094
Financial income 3 f 31 847 696 { 44753 183
Other income ’; 2 640 040 ( 6 252 524
|
| 72800856 [ 342659 801
J |
Financial expense 4 | =33841934 J -23 971 044
Other expense } -22 855 647 -25781 474
;L
Ordinary income | 16 103 275 292 907 283
Gain on sales of subsidiaries 5 72 129 162 194 432 418
Value adjustments on loans to and investments in subsidiaries 8 -108 537 255 -361 836 578

Net income -20 304 818 | 125 503 123

i




> BALANCE SHEET AT DECEMBER 31

Current assets Note 2002 % 2001 %
Cash and cash equivalents 7 532 503 901 36.5 590 872 877 36.8
Marketable securities 8 19 735 800 1.4 32 370 360 2.0
Accounts receivable
- from third parties 1518 747 0.1 2181 146 0.1
- from affiliated companies 11 251 073 0.8 12 244 055 0.8
Prepaid expenses 4513 000 0.3 6 535 000 0.4
569 523 520 39.0 644 203 438 40.1
Non-current assets
Investments in subsidiaries 9 476 562 003 32.6 565 212 003 35.2
Loans to affiliated companies 10 381 771 865 26.1 353 584 628 22.0
Loans to third parties 1 32 248 810 2.2 42 248 810 2.6
890 582 678 61.0 961 045 441 59.9
1 460 106 198 100.0 1 605 248 879 100.0
Liabilities
Current payables
- to third parties 3385 0.0 266 028 0.0
Accrued liabilities 1271 000 0.1 715 000 0.0
Short-term deposits from affiliated companies 12 402 066 735 27.5 409 621 441 255
Provisions 13 242 640 134 16.6 334 238 264 20.8
645 981 253 442 744 840 733 46.4
Shareholders’ equity
Share capital 14 263 401 840 18.0 263 401 840 16.4
Legal reserve 130 869 587 9.0 132 400 089 8.2
Free reserve 360 000 000 24.7 260 000 000 16.2
Reserve for treasury shares 15 46 650 413 3.2 45119 911 2.8
Retained earnings
- Balance carried forward 33 507 923 2.3 33 983 183 2.1
- Net income / (loss) —20 304 818 -1.4 125503 123 7.8
16 814 124 945 55.8 860 408 146 53.8
1460 106 198 100.0 1 605 248 879 100.0

Contingent liabilities

113 386 000

98 954 000

Assets

in CHF

Liabilities and
shareholders' equity

in CHF
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> NOTES TO THE FINANCIAL STATEMENTS

General

(1) Reporting basis The Unaxis Holding Inc. financial statements are
prepared in compliance with Swiss Corporate Law. They are a supple-
ment to the consolidated financia! statements (pages 74 to 77) pre-
pared according to International Financial Reporting Standards (IFRS).
While the consolidated financial statements reflect the economic situa-
tion of the Group as a whole, the information contained in the Unaxis
Holding Inc. financial statements (pages 104 to 105) relates to the
ultimate parent company alone. The retained earnings reported in
these financial statements provide the basis for the decision regarding
the distribution of earnings to be made during the annual general meet-

ing of shareholders.

Income statement

(2} Income from investments in subsidiaries The primary source
of this investment income was Unaxis Trading AG. In addition, invest-
ment income also resulted from the partial release of provisions related
to dividend income of 1999. Provisions in the original amount of

value adjustment of ESEC shares and write-downs of loans to subsi-
diaries, net of the recovery of a loan granted to Unaxis Hong Kong that
had previously been written down.

Balance sheet
(7) Cash and cash equivalents This item is comprised of current
balances denominated primarily in CHF and EUR with European banks.

(8) Marketable securities Marketable securities represent 213 360
(prior year: 180 840) treasury shares, which were purchased on the
stock market and stated at market value as of December 31 (see also
note 15). Due to the rights purchased by participants in the stock op-
tion plan, the use of 113 087 shares was restricted as of year-end.

{9) Investments in subsidiaries As of the balance sheet date, the
following significant subsidiaries were included in Unaxis Holding Inc.’s
investment portfolio:

CHF 102 million were created at that
time, because the dividends received
from Contraves Space AG were based
partially on write-ups of book values.
During the current year, CHF 22 million
of those write-ups were realized (see
also note 13).

(3) Financie! income The decline
was primarily the result of lower inter-
est income on loans to subsidiaries.
During the prior year, this item also
included a net exchange gain of CHF

7.1 million.

{4) Financial expense Financial
expense increased in particular due
to net exchange losses of CHF 7.3
million. In addition, this position
includes write-downs of treasury
shares to their market value at year-
end, which were CHF 2.8 million
higher than in the prior year.

{(3) Gain on sales of subsidiaries
A gain of CHF 19.5 million was recog-
nized on the sale of Unaxis Materials
AG, Balzers. This gain is stated after
deducting provisions for guarantees
and other risks. Also included in this
item are reversals of provisions for
guarantees related to the sale of
investments. These provisions were
no longer necessary following the
expiration of the guarantees.

(8) Value adjustments on loans to
and investments in subsidiaries
The expense reported includes the

Company Currency Share Capital

investment in %
Balzers and Leybold Taiwan Ltd., Hsin Chu TWD 20 000 000 100.0
Balzers Balinit do Brasil Ltda., Jundiai, SP BRL 2 900 000 93.0
Balzers Coating Pte. Ltd., Singapore SGD 6 000 000 100.0
Balzers GmbH, Kapfenberg EUR 350 000 100.0
Balzers India Ltd., Pune INR 48 118 000 100.0
Baizers Korea Coating Co. Ltd., Kyungsan KRW 2 000 000 000 87.4
Balzers Ltd., Milton Keynes GBP 2 000 000 100.0
Balzers Luxembourg Sarl, Differdange EUR 1 000 000 60.0
Balzers Revétements SA, Briigg CHF 2 000 000 100.0
Balzers SA de C.V,, Querétaro MXP 37 970 000 100.0
Balzers S.p.A., Brugherio EUR 130 000 100.0
Balzers S.p.z.0.0., Polkowice PLZ 5 000 000 100.0
Balzers Sandvik Coating AB, Stockholm SEK 11 600 000 51.0
Balzers-ELAY SA, Antzuola EUR 150 000 51.0
Contraves Space AG, Zurich CHF 15 000 000 100.0
ESEC Holding SA, Steinhausen CHF 20 479 450 56.8
Inficon Holding AG, Bad Ragaz CHF 23 150 000 19.5
Mecanovis AG, Trlibbach CHF 3 000 000 100.0
Nihon Balzers K.K., Hiratsuka JPY 100 000 000 100.0
Pilatus Flugzeugwerke AG, Stans CHF 10 000 000 10.0
SA Balzers N.V,, St.-Truiden EUR 620 000 100.0
Spinnerei Kunz AG, Windisch CHF 10 000 000 100.0
Unaxis (Shanghai) Co. Ltd., Shanghai CNY 78 628 000 100.0
Unaxis Balzers AG, Balzers CHF 75 000 000 100.0
Unaxis Deutschland Holding GmbH, Munich EUR 30 680 000 88.5
Unaxis France Holding SA, St-Thibault EUR 4 000 000 100.0
Unaxis IT Singapore Pte. Ltd., Singapore SGD 250 000 100.0
Unaxis Japan Co. Ltd., Tokyo JPY 450 000 000 100.0
Unaxis Korea Ltd., Sungnam, Kyungki-Do KRW 1 050 000 000 100.0
Unaxis Management AG, Pfaffikon SZ CHF 2 000 000 100.0
Unaxis Nimbus Ltd., Monmouth GBP 600 100.0
Unaxis Taiwan Ltd., Hsin Chu TWD 20 000 000 100.0
Unaxis SPTech SA, Neuchétel CHF 100 000 100.0
Unaxis Trading AG, Tribbach CHF 8 000 000 100.0
Unaxis USA Holding Inc., Pittsburgh usbh 24 280 000 61.8




A summary of all companies in which Unaxis Holding Inc. holds a direct

or indirect interest can be found at the end of this report. Investments
are valued at historical cost less value allowances. The decrease com-
pared with the prior year is attributable for the most part to the write-
down of the investment in ESEC.

{10) Loans to affiliated companies This item consists of current
accounts and of current and non-current loans granted at prevailing
market conditions. The overwhelming portion is denominated in USD
and EUR, and the remainder in CHF and in various other foreign cur-
rencies. The change compared with the prior year represents the net
effect of new loans granted, repayments and valuation adjustments.

{(11) Loans to third parties This primarily concerns remaining
purchase price obligations to third parties.

(12) Short-term deposits from affiliated companies Included here
are short-term deposits made with Unaxis Holding Inc. by affiliated
companies for cash management purposes.

{13) Provisions Of provisions made during prior years, CHF 74.6 mil-
lion were reversed as the related risks ceased to exist (see also notes 2
and 5), and CHF 20 million were used to cover the corresponding costs
and write-downs. This reduction was partially offset by new provisions
made in the amount of CHF 3 million.

(14) Share capital The share capital of CHF 263 401 840 is com-
prised of 13 170 092 registered shares having a nominal value of
CHF 20 each. There has been no change compared with the prior year.

At year-end, a conditional share capital of CHF 47.2 million and an
approved capital of CHF 40.0 million were available to the Company
(approved during the annual shareholders of May 7, 2002).

At the end of 2002, the names of 17 707 registered shareholders in total
were entered in the stock register. Ihag-Holding AG and Mrs. Hortense
Anda-.B(jhrIe held 28.7 percent of shares outstanding. No other share-
holders are known to the Company who held over 5 percent of share
capital.

{18} Reserve for treasury shares This reserve represents the
historical cost to the Company of 213 360 treasury shares. The mem-
bers of the Board of Directors of Unaxis Holding Inc. receive a signifi-
cant portion of their fees in the form of stock options. An additional
stock option plan exists for members of corporate management, as
well as a steck purchase plan for employees.

In order to insure the Company’s ability to meet possible obligations
arising from these stock option plans, an additional 44 250 shares were
acquired on the stock market during 2002, and 11 730 shares were
issued to employees at a preferred price (see also note 8).

{18) Changes in shareholiders' eguity
(17) Contingent liabilities Contingent liabilities relate primarily to
guarantees of bank debt and other guarantees for the benefit of affili-

ated companies.

{18) Related parties There were no relevant transactions with related
parties during the year 2002 to be mentioned.

Reserve Total share-
Share Legal for treasury Free Retained holders’
capital reserve shares reserve  earnings equity

in CHF million
Batance at January 1, 2000 263.4 159.0 18.5 258.0 698.9
Allocation to free reserve 227.2 -227.2 0.0
Purchase of treasury shares -16.2 16.2 0.0
Net income 2000 62.0 62.0
Balance at December 31, 2000 263.4 142.8 34.7 227.2 92.8 760.9
Allocation to free reserve 32.8 -32.8 0.0
Payment of dividends related to the year 2000 -26.0 -26.0
Purchase of treasury shares -10.4 10.4 0.0
Net income 2001 125.5 125.5
Balance at December 31, 2001 263.4 132.4 45,1 250.0 159.5 860.4
Allocation to free reserve 100.0 -100.0 0.0
Payment of dividends related to the year 2001 -26.0 -26.0
Purchase of treasury shares -15 1.5 0.0
Net loss 2002 -20.3 -20.3
Balance at December 31, 2002 263.4 130.9 46.6 360.0 13.2 814.1

107




> PROPOSAL OF THE BOARD OF DIRECTORS

The Board of Directors recommends at the annual general meeting of
shareholders on May 20, 2003, that the available earnings per Decem-
ber 31, 2002 are to be allocated as follows:

2002 2001
in CHF

Net income/(loss) -20 304 818 125503 123
Balance carried forward from the prior year 33 507 922 33983 183
Available earnings 13 203 104 159 486 306
Transfer from free reserve 15 000 000 0
Distribution of a gross dividend of GHF 2 |
to 12956732 registered shares entitled thereto 25 913 464 25978 384
Allocation to free reserve 0 100 000 000
Balance to be carried forward 2 289 640 33 507 922

O

Pfaffikon SZ, March 7, 2003
For the Board of Directors:
The Chairman

Dr. Willy Kissling

If the proposal of the Board of Directors is approved by the sharehold-

ers during their annual general meeting, the net dividend payment of
CHF 1.30 per registered share will take place beginning May 23, 20083.
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> REPORT OF THE STATUTORY AUDITORS

To the annual general meeting of shareholders of Unaxis Holding Inc.,
Ptaffikon

As statutory auditors, we have audited the accounting records and the
financial statements (balance sheet, income statement and notes,
pages 104 to 107) of Unaxis Holding Inc. for the year ended December
31, 2002.

These financial statements are the responsibility of the Board of Direc-
tors. Our responsibility is to express an opinion on these financial
statements based on our audit. We confirm that we meet the legal
requirements concerning professional qualification and independence.

Our audit was conducted in accordance with auditing standards pro-
mulgated by the Swiss profession, which require that an audit be
planned and performed to obtain reasonable assurance about whether
the financial statements are free from material misstatement. We have
examined on a test basis evidence supporting the amounts and disclo-
sures in the financial statements. We have also assessed the account-
ing principles used, significant estimates made and the overall financial
statement presentation. We believe that our audit provides a reason-
able basis for our opinion.

In our opinion, the accounting records and financial statements and the
proposed appropriation of available earnings comply with the law and
the Company's articles of incorporation.

We recommend that the financial statements submitted to you be
approved.

Zurich, March 10, 2003

Ernst & Young AG

Martin Staubli

Swiss Certified Public Accountant
(Auditor in charge)

Hans-Peter Rudolf

Certified Public Accountant
(Auditor in charge)
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LEGAL STRUCTURE AS OF DECEMBER 31 2002

Information Technology, Surface Technology, Components and Special Systems

oooooooooogogooonoooooodoooooooRnooooooooonao

Unaxis Management AG, Pfaffikon SZ/CH
Unaxis Balzers Aktiengesellschaft, Balzers/FL
Balzers AG, Balzers/FL
Unaxis SPTec SA, Neuchchatel
Unaxis Trading AG, Tribbach/CH
Mecanovis AG, Tribbach/CH
Unaxis France Holding SA, St-Thibault/FR
Unaxis France SA, Palaiseau/FR
Balzers Revétements sous vide France SA, St-Thibault/FR
Unaxis-Nextral SA, Montbonnot St-Ismier/FR
Unaxis Nimbus Ltd., Monmouth/GB
Unaxis IT Singapore Pte., Ltd., Singapore/SG
Unaxis Singapore Pte., Ltd., Singapore/SG
Unaxis (Shanghai) Co. Ltd., Shanghai/CN
Unaxis Japan Co. Ltd., Tokyo/JP
Unaxis Korea Ltd., Sungnam, Kyungki-Do/KR
Unaxis Taiwan Ltd., Hsin Chu/TW
Balzers Ltd., Milton Keynes/GB
Balzers Sandvik Coating AB, Stockho!m/SE
Balzers S.p.A., Brugherio/IT
Balzers GmbH, Kapfenberg/AT
Balzers-ELAY SA, Antzuola/ES
Balzers S.p.z.0.0., Polkowice Doine/PL
Balzers Luxembourg Sarl, Differdange/LU
Balzers Balinit do Brasil Ltda. Jundiai/SP
Balzers SA de C.V.,, Querétaro/MX
Nihon Baizers K.K., Hiratsuka/JP
Balzers india Ltd., Bosahri/Pune/IN
Balzers Korea Coating Co. Ltd., Kyungsan/KR
Balzers Coating Pte. Ltd., Singapore/SG
Balzers Revétements SA, Brugg bei Biel/CH
SA Balzers N.V., St.-Truiden/BE
Unaxis Nederland B.V., Utrecht/NL
Unaxis Italia Branch, Arluno/Milan/IT (1)
Unaxis Scandinavia Branch, Vastra Frélunda/SE (1)
Unaxis UK Branch, Milton Keynes/GB (1)
Leybold Vacuum Taiwan Ltd., Hsin Chu/TW
Unaxis Deutschland Holding GmbH, Munich/DE

O
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Leybold Vacuum Korea Ltd., Seoul/KR
Leybold Vacuum Equipment Manufacturing Co. Ltd.,
Tianjin, Beichen District/CN
Leybold Vacuum Singapore Pte. Ltd., Singapore/SG
Leybold Vacuum Dresden GmbH, Dresden/DE
Leybold Vacuum GmbH, Cologne/DE
Leybold Vacuum Int. Trade Co. Ltd., Tianjin,
Beichen District/CN
Leybold Vacuum UK Ltd., London/GB
Leybold Vacuum Schweiz AG, Zurich/CH
Leybold Vacuum Japan Co. Ltd., Yokohama-shi/JP
Leybold Vacuum France SA, Courtabceuf Cedex/FR
Leybold Vacuum Italia S.p.A., Milan/IT
Leybold Vacuum Nederland B.V., Utrecht/NL
Leybold Vacuum Spain S.A., Sant Feliu de Llobregat/ES
Leybold N.V., Nossegem-Zaventem/BE
Leybold Vacuum Scandinavia AB, Véstra Frolunda/SE
Balzers und Leybold Vermietungs GmbH & Co. KG,
Hanau/DE
Balzers und Leybold Vermietungs- und
Verwaltungs GmbH, Hanau/DE
Perfect IT GmbH, Alzenau/DE
Unaxis China Ltd., Hong Kong/CN
Unaxis Deutschland Vertriebs GmbH, Munich/DE
Unaxis Optics Deutschland GmbH, Geisenheim/DE
Unaxis Deutschland GmbH, Alzenau/DE
Balzers Verschleissschutz GmbH, Bingen/DE
Ebulus Vermietungs GmbH, DUsseldort/DE
Unaxis USA Holding Inc., Pittsburgh/NY/US
Unaxis USA Inc., St. Petersburg, FL/US
Unaxis Optics USA Inc., Golden, CO/US
Balzers Inc., Amherst, NY/US
Surface Coating Industries Inc., Wilmington/DE/US
Leybold Vacuum Products Inc., Export/PA/US
Leybold Materials Inc., Morgan Hill/CA/US
Contraves Inc., East Pittsburgh/PA/US
Contraves Space AG, Zurich/CH
Spinnerei Kunz AG, Windisch/CH




Information Technology, Surface Technology, Components and Special Systems (ESEC) Votes held

] ESEC Holding SA, Steinhausen/CH @
ESEC Management SA, Cham/CH
ESEC SA, Cham/CH
ESEC Trading SA, Cham/CH
Zevatech AG, Selzach/CH
ESEC Semiconductor (Shanghai) Co. Ltd., Shanghai/CN
ESEC (Asia Pacific) Pte. Ltd., Singapore/SG
ESEC (Philippines) inc., Manila/PH
ESEC Pacific North (Taiwan) Ltd., Hsin Chu/TW
ESEC (Hong Kong) Ltd., Hong Kong/CN

Doooogogoogd

Information Technology

0 go

Oooogogo

] overb0%
ESEC (Europe) SA, Steinhausen/CH [] between20%
ESEC (Germany) GmbH, Nuremberg/DE and 50%
ESEC Industries (Singapore) Pte. Ltd.,
Singapore/SG
ESEC (USA) Inc., Tempe/Phoenix, AZ/US
ESEC Korea Ltd., Seoul/KR
ESEC K.K., Yokohama/JP
Zevatech Inc., Apex, NC/US
AMTIH Advanced Manufacturing Technologies,
Inc., Apex, NC/US

Materials

0 Unaxis Materials Deutschland GmbH, Hanau/DE
(sold as of 5/31/2002)

Components and Special Systems

[J Unaxis Materials Aktiengesellschaft, Balzers/FL

(sold as of 6/30/2002)

Leybold Optics (sold as of 9/30/2001)

[0 Leybold Optics GmbH, Hanau/DE

I Leybold Optics Dresden GmbH, Dresden/DE

| Leybold Optics France SA, Courtabceuf Cedex/FR

0O Leyboid Optics Iberica S.A., Sant Feliu de Llobregat/
Barcelona/ES

0 Leybold Optics ltalia S.r.l., Milan/IT

(1) Branch of Unaxis Nederland B.V., Utrecht/NL

(2) 56.8% interest in shares outstanding

gooaooao

Leybold Optics UK Ltd., London/GB

Leybold Optics Japan Co. Ltd., Yokohama-shi/JP
Leybold Optics Aktiengesellschaft, Balzers/FL
Leybold Optics Korea Ltd., Seoul/KR

Leybold Optics Taiwan Ltd., Hsin Chu/TW
Leybold Optics USA Inc., Cary/US
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Agenda
April 29, 2003: Key figures for the 1% quarter of 2003
May 20, 2003: General meeting of shareholders, KKL Lucerne

August 19, 2003: Publication of the semi-annual report
October 28, 2003:; Key figures for the 3 quarter of 2003

Contact

Investor Relations

Telephone +41 (0)58 360 96 22

Fax +41(0)58 360 91 93

E-mail investor.relations@unaxis.com

Media Relations

Telephone +41 (0)58 360 96 96

Fax +41 (0)58 360 91 93

E-mail media.relations@unaxis.com
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