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Sala-Burgess
Profile

The human requirement for comfert and safety is central in driving technological pregress.

Our activities are inspired by this:

Smart solutions for comfort and safety.

Who
We are a successful international Group focussing
on expanding segments of the automotive, indus-
trial and infrastructure automation markets. As a
supplier, our core competency is the development
of innovative solutions that integrate software,
electronic and electromechanical technologies.

What
We want to be a leading supplier in our target
market segments. Our global brand stands for
innovation, reliability and value. Respecting eth-
ical principles, we create sustained added value
for all of our interest groups - employees, cus-
tomers, shareholders.

How
Together with our customers, we develop solu-
tions that increase comfort, safety and economy.
In Europe, America, Africa and Asia we manu-
facture switches, sensors, motors, solenoids,
electronic controllers and sub-systems, which
we market worldwide.

JUrgess
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Smart solutions for comfort and safety
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Key ratios Sales CHF million

All data in % 2003 2002 2001 2000 1999 500 <resoresooressseeessseossissssssoesissosioooeoogeesooes

Salesgrowth 46 22 198 177 168 A0 T Iiﬁiﬁiﬁiiiiﬁﬁﬁlijﬁi N

EBITAmargin 7.9 30 87 104 100 200 ceoepoeeenenes s

Netincomemargin 42 49 41 70 7 'O T A -

ROCE 120 13.5 154 241 250 1999 2000 2001 2002 2003

ROE o189 17,7 163 269 27.2

RtDtosales . 58 57 58 51 350

Equityratio . 408 37.1 31.9 413 388 EBITA CHF million
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Sales by division

Automotive 51.5%
\ Industry 39.1%
Controts 9.4% 30
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EBITA by division

- Autemotive 531.2%
Industry 36.4%
Controls 10.6%

Other 1.8% 15

Sales by region

Net income

Free cash flow

1999 2000 2001 2002 2003

CHF million

1999 2000 2001 2002 2003

CHF millian

1999 2000 2001 2002 2003

EU 65.5%
. Other Europe 9.6% Research and development
expenditure CHF million
- North America 18.8% e RO
Q
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Employees by region 0 .
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Sala-Burgess
Kev Figures

CHF million 2003 . 2002 2001 2000 1999
Sales 490.2 468.9 458.6 382.7 325.1
Change on previous year,in% 46 22 98 11T 8
EBITDA' 462.0 66.2 620 57.9 48.7
Change on previous year,in% 84 6.9 70 190 223
ashofsales 126 . 141 185 ] 151 150
EBITA? 38.6 425 401 39.9 32.8
Change on previous year,in% 9 59 .. 0.6 217 186
as%ofsales e L 87 ] 104 107
EBIT? 32.9 35.1 39.2 325
Change on previous year,in% =123 70 -104 205 176
asthofsales 67 .80 7712 100
Net income 208 229 18.6 26.7 217
Changeonprevigus year,in% 93 231 =302 231 349
ashofsales b2 49 41 20 6.7
Balance sheet total 31.12. 389.9 376.1 375.6 2625 232.7
Shareholders’ equity31.12. 152 1394 T 083 90.2
Equityratio, in % 408 .0 819 .. 413 388
Number of employees @ 3,009 2,841 2,898 2,457 2,126
Change on previous year, in % 5.9 -2.0 17.9 15.6 28.8

' Earnings before interest, tax, depreciation and amortisation
zEarnings before interest, tax and amortisation
3 Earnings before interest and tax
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i Video camera in supermarkets: at each point of sale a camera monitors the shopping trolley ~ the camera interconnects
{ ' . electronically. A solution from the Industry Division based on a controller from Saia-Burgess Cetronic.
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Report to Shareholders
Sucecess in a Difficult Environment

The Saia-Burgess Group has concluded the 2003 financial year with an increase in sales. Focussing
on selected market segments and employing a global appreach have contributed as much to this
good result as have committed and motivated staff. With many new projects, innovative products and
signs of market recovery, Saia-Burgess is cptimistic about business development in the current year.

Overview of 2003 results

@ In comparison with the previous year, Saia-
Burgess Group sales increased by 4.6 percent to
CHF 490.2 million (previous year: CHF 468.9 mil-
lion). After currency adjustments, sales rose by
6.7 percent to CHF 500.0 million. The negative
currency effect (mainly due to USD and GBP rate
movement) amounted to CHF 9.8 million. Sales
growth after currency adjustments comprised 4.5
percent internal and 2.2 percent acquisition-
based (TH-Contact, Cetronic and Otehall).

o EBITA (earnings before interest, taxes and
amortisation) fell by 9.1 percent to CHF 58.6 mil-
lion (CHF 42.5 million). This was due to currency
effects, which reduced EBITA by CHF 2.9 million,
and initial costs of around CHF 1.7 million on
production start-ups for various new projects.
EBITA margin at 7.9 percent was below the pre-
vious year’s value (9.1 percent). )

o As a result of these charges, net income was
9.3 percent lower than last year at CHF 20.8 mil-
lion (CHF 22.9 million).

o Equity ratio improved to 40.8 percent (537.1
percent).

o Earnings per share reached CHF 34.22 (CHF
37.71) and equity per share CHF 260.72 (CHF
228.18).

o The Board of Directors will propose to the
Annunal General Meeting on May 6, 2004, a
dividend of CHF 10 per registered share, as in the
previous year. This puts the payout ratio at 29.2
percent (26.5 percent).

The Board of Directors and Group Management
thank all staff for their commitment, loyalty and
professionalism. We recognise that, in imple-
menting our growth strategy, our staff are the
most important success factor. This gratitude, of
course, also extends to our business partners,
whose confidence in our products and services is
the basis of sustained business success.

Active implementation of long-term growth
strategy

In a difficult economic environment, with mar-
kets stagnant or in decline and unfavourable
movements in currency, we have in 2003 rigor-
ously held fast to our long-term oriented growth
strategy: solid growth in clearly defined, strong
growth markets of future importance, acceler-
ated by complementary acquisitions. Achieve-
ments in 2003 show we are on the right path.

Focussing on markets with potentiat

We concentrate our efforts on selected market
segments of future significance. We expand our
market position through competency in the care
for customers, with products and services that
best match their needs. The success of this
focussed approach to the market can be seen, for
example, in the Automotive Division, where
Saia-Burgess has been able to build up a position
of European market leader in such application
areas as air-conditioning systems, headlight
adjustment and locking systems. Thanks to an
increasing demand for comfort and safety -
regardless of the economic situation - these are
application areas with good growth potential.
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Internal growth

New products and
applications - and a
widening geographi-
cal presence - enable
us to open new mar-
kets and expand our
market position.

o Examples of new
products success-
fully launched are
the Automotive Divi-
sion’s stepper motors
for headlight cornering units introduced in 2003

Andreas Ocskay

and advanced preliminary work on an adaptive
headlight system.

o We have strengthened our geographical pres-
ence in the key Chinese market by establishing
our own company in Guangzhou, the capital of
the economically strongest province. In summer,
production started on the first stepper motors for
the Industry Division’s Chinese and European
customers. As a result of delays due to SARS, the
benefits of this production transfer only took
effect in the fourth quarter of 2003. At the end of
2003, 50 employees were working in Guangzhou.
The factory includes a competence centre with
responsibility for adapting existing products to
the specific needs of Asian customers, local pro-
duction and direct sales to Chinese customers.

External growth
Targeted acquisitions enable us to open new mar-
kets and complement our product portfolio.
Meticulous planning and care define our acquisi-
tion strategy: we only commit ourselves when the
risks are quantifiable and the markets well known
to us. Any investment or takeover must contribute
to expanding or complementing our product
range, strengthening our distribution, extending
our know-how in areas of future importance or
optimising the use of existing production capaci-
ties. In 2003, the following investments and acqui-
sitions complemented our activities:
o To handle the emerging Russian market, we
purchased 49 percent (including an option on the
remaining 51 percent) of IP-Trading Ges.m.b.H.,
Vienna, which has a subsidiary company in
Moscow. This expanded geographical presence
will, in the medium term, have a particularly pos-
itive effect on growth for the Industiry Division.
o In the first quarter, the activities of TH-Con-
tact, which we took over in autumn 2002, were
successfully integrated within our Gateshead
factory (GB). High-quality switches from TH-
Contact are the perfect complement to our range
of industrial switches.
o In two stages, we have acquired a 100 percent
shareholding in Cetronic AG, Kirchberg (CH). The
integration of Cetronic production at our Murten
location (CH) allows electronic production to
expand, thus enabling new applications to be
launched with a higher proportion of electronics.
o In December we took over the activities of
Otehall Switches Ltd. and Otehall Tooling Ltd. in
the UK. Otehall’s diverse range of switches com-
plements our product range ideally, in particular
its subminiature and miniature switches to-
gether with joysticks based on microswitch and
potentiometer technology. Otehall production
will be integrated within our factories.




Strategic success factors

The following strategic success factors form the
basis upon which our long-term growth strategy
is implemented:

Market led
Focus on three divisions, defined according to the target sales
markets, close to customers. industry-specific knowledge of
applications and partnership with customers developed over
many years.

Production
Local, close to customers, production strategy committed to
quality and cost (highly automated, semi-automated or man-
ual production as appropriate to product type, volume and
technical complexity).

Products and technology
Development of innovative, new products aimed at the needs
of markets and customers. Core competency: the integration
of software, electronics and electromechanical engineering.
Investment in research and development amounts to >5 per-
cent of sales, on average measured over the last few years.

Costs and financial control
Tight cost control at all levels and in all areas. Monthly man-
agement figures and budget with rolling forecasts and early-
warning signals.

Employees
Careful recruitment. Promotion of training for individual
career development. Commensurate remuneration linkaed to
company performance.

Global presence
Close to the customers. Production facilities and wholly
owned sales companies in Europe, North America, Africa and
Asia. Agents and Distributors in other important markets.

Customer satisfaction
The success of Saia-Burgess depends directly on
customer satisfaction. This requires closeness to
customers, spending time and effort on their spe-
cific needs, and undertaking to supply them with
the right quantity, at the right time, in the right
quality, and at competitive prices. These require-
ments are guaranteed by systematically monitor-
ing all processes that affect quality, and correcting

any deviation. Quality assurance processes,
activities and measures are evaluated, specified,
documented and implemented in accordance
with the required standards ISO 9001, ISQ/TS
16949 and ISO 14000.

Production flexibility

Our research and development is directed
towards the demands of the market and the
needs of our customers. We develop innovative
products and - in close cooperation with cus-
tomers — new, customised solutions. Depending
on product type, manufacturing volume and
technical complexity, we employ highly auto-
mated, semi-automated or manual production
methods. This ensures a high degree of produc-
tion flexibility and cost-optimised production.
The Automotive and Industry Divisions have
their own production locations that each spe-
cialises in one or other of these production meth-
ods. In this way, the demands of the market can
be met by manufacturing products flexibly and at
competitive costs.

Distribution channels further expanded
Group-wide, around 250 of our 3,000 employees
are in direct contact with customers, suppliers
and external development partners. They are
experienced specialists who, in our 23 sales
companies and Automotive Tech Centres
throughout Europe, America and Asia, provide
active customer care and expert advice. In addi-
tion, agents, distributors and system integrators
are available worldwide. The maintenance and
development of long-term, reliable customer
relations is based on the principle of thinking
globally and acting locally.

For the Industry Division, 2003 saw a particu-
lar accent on the expansion of the distributor
market. Standard products from the Division’s
overall product spectrum are marketed through
established, specialised distribution channels.

Generally, the Controls Division deals di-
rectly with OEM customers, but for significant
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project business trades exclusively through a
network of over 400 independent system integra-
tors, a large number of which have a partnership
contract with Saia-Burgess. System integrators
are specialist engineering companies across
Europe who are distinguished by their compe-
tency and proximity to customers.

Creating sustainable added value

Saia-Burgess has set itself the aim of creating
sustainable added value for all its interest
groups. Sustainability (economic, social and eco-
logical) has been systematically integrated
within corporate activity as a fundamental cor-
porate position. A dedicated chapter (see page
33) sets out the principles we follow and means
we employ in pursuit of sustainable develop-
ment. We have defined the following economic
target values, which we aim to achieve averaged
over several years:

o Annual sales growth rate >10 percent,

o EBITA >10 percent and net income >7 per-
cent of sales,

o Return on capital employed (ROCE) of >17
percent*, A

o Return on equity (ROE) of >15 percent® and
payout ratio between 15 and 25 percent.

*The target values have been adjusted owing to the inclusion
of goodwill in the relevant calculations.

20
15
10

Sales increase %

! [
1999 2000 2001 2002 2003
Target (average over several years):. >10%.

EBITA margin %
L T
10

5 --------------------------- ‘} --------- ([ ---------- (l _______
0
1999 2000 2001 2002 2003
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1999 2000 2001 2002 2003
—— Target (average over several years): 15 to 25%.




Patchy market development compensated

The increase in sales of 4.6 percent compared
with the previous year (6.7 percent after cur-
rency adjustments) is the result of our risk distri-
bution strategy. Overall, across the markets and
geographical regions where we operate, it was
possible to offset patchy development reflected
in figures for the three divisions. The success of
all three divisions essentially depends on their
ability to develop new, forward-looking, innova-
tive products and solutions that match the needs
of their customers.

The Automotive Division, which is predomi-
nantly active in Europe, benefited despite a
slight decline in vehicle production both from
further growth in the comfort- and safety-related
fields of air-conditioning equipment and head-
light adjustment, and from increasing sales in
the luxury car segment. Sales compared with the
previous year increased by internal growth alone
by 8.3 percent to CHF 252.5 million (CHF 233.2
million). EBITA at CHF 19.8 million is around the
previous year’s level (CHF 20.0 million), influ-
enced by negative currency effects, the initial
costs of various project start-ups and an environ-
ment of price competition.

The Industry Division, with its main geo-
graphic presence in Europe and North America,
almost held sales to the previous year’s level
with CHF 191.8 million (CHF 193.1 million).
Compared with the previous year, EBITA de-
clined by 11.5 percent to CHF 14.1 million (CHF
15.9 million). The reasons for the decline in
EBITA are to be found in negative currency
movement, the build-up of the factory in China
and the difficult economic situation. The com-
plementary acquisitions of TH-Contact, Cetronic
and Otehall, which became effective in 2003,
contributed CHF 10.2 million to divisional sales.
In Europe, sales rose slightly after acquisition
adjustments but, in the American market for cap-
ital goods, the Division was still confronted with
a difficult economic environment. The positive

development in fourth quarter sales for 2003 is a
sign of recovery in the market.

The Controls Division, which mainly trades
in Europe, successfully withstood the sluggish
market climate that continues to prevail in the
capital goods markets and a weak construction
sector. The Division increased sales over the
previous year by 7.8 percent to CHF 45.9 million
(CHF 42.6 million) and increased EBITA by 54.1
percent to CHF 4.1 million (CHF 2.6 million).
This positive result is due to the introduction in
earlier years of a process to develop new, innova-
tive products, and to the successful activities of a
Europe-wide network of more than 400 Saia PCD
system integrators.

Investment creates potential for the future

Our investment in tangible fixed assets and in
research and development amounts each year to
at least 10 percent of sales. In this way, we safe-
guard the future success of Saia-Burgess. In 2003
the emphasis was on expansion of geographical
presence (Russia, China), complementing our
range of products and technologies (TH-Contact,
Cetronic, Otehall), expanding production cap-
acity (Hatvan, Murten, Guangzhou) and distribu-
tion channels (distributors, system integrators)
as well as launching new products (cornering
lights and door locking systems). In 2003 initial
costs arose on the start-up of production for vari-
ous projects, which negatively influenced the
results. From 2004, these projects will have a
positive effect on sales and income.

819




2004: positive development expected

-~ In the fourth quarter of 2003 sales developed well
and the level of orders received was encouraging,
indicating some recovery in the market. We there-
— fore assume further growth for 2004. The target
for the current year is to improve profitability.

b As far as operations are concerned, the fol-
; lowing tasks are central to our activities in 2004:
o To improve profitability in North America,
o To further transfer production in the Industry
; Division,
o To ensure the successful start-up of new proj-
E ects in the Automotive Division,
o To further expand our factory in Guangzhou,
- o To further improve the Industry Division’s
10111 distribution channels.

Investment planned for the current year

o includes among others expanding production
= capacity at the Hatvan factory in Hungary.

- Thanks
~ On behalf of the Board of Directors, we thank our

shareholders for the continued confidence they
have shown in our company also in 2003.

%7.0@&14@? .

Andreas Ocskay Daniel Hirschi
Chairman of the Board Chief Executive Officer and
of Directors Delegate of the Board of Directors
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The Saia-Burgess Share
Significantly Better than SPI

In 2003 the Saia-Burgess share price developed significantly better than the SPl. From January 1,
tc December 31, 2003, the SPI rose by 22 percent, whereas the Saia-Burgess share price rose by 39
percent. From a low of CHF 215 in March 2003, the share price recovered to reach a high of CHF 472
by the year-end.

Share capital Stock market trading

The share capital of Saia-Burgess Electronics The registered shares are quoted on the SWX
Holding AG amounts to CHF 30,537,500. It is  Swiss Exchange under securities number 873861.
divided into 610,750 registered shares, each with The stock market symbol used by Telekurs,
a nominal value of CHF 50. The shareholders’ Reuters and Bloomberg is SBEN.

structure and the share capital structure are pre-

sented in details in the “Corporate Governance”

section (page 37).

Stock market prices (CHF)

1/03 2/03 3/03 4/03 5/03 6/03 7/03 8/03 9/03 10/03 11/03 12/03

. . Source: Datastream
~— Saia-Burgess registered share

~— SPj .
— Vontobel Small Cap Index

Share indicators (CHF)

2003 2002 2001 L 20_00 ) !999
Earningspershare 3422 3770 3055 4372 3552
Diluted earnings pershare 3413 3748 3049 4331 3545
Equitypershare 260072 22818 19630 177.60  147.90
Dividendpershare 1000' 1000 1000 1000 800
Payoutratioin% 292 265 327 229 225

! Application to the Annual General Meeting on May é. 2004

_7—

101 11




Climate control equipment in top range cars: There is increasing demand for even smaller, lighter and cost effective equipment
with electronic communication. The Automotive Division offers new, attractive solutions with the “Matchbox” actuators.

—




Innovation
Car Headlights

The automotive industry’s quest for greater comfort and safety has, in recent years, attached special
importance to car headlights. The improvements achieved are hard to miss: from xenon lights, cor-
nering lights in use since 2003 to adaptive front light system (AFS), which will be in use from 2006.
The following summarises the main findings of 2 market study carried out in spring 2003, which

examined how the European headlight market is develeping.

Car headlights

For decades, car headlights were the poor rela-
tion of automotive engineering when it came to
development, despite the facts that 25 percent of
all journeys are made at night, 40 percent of all
serious accidents and 50 percent of all fatal ones
happen at night. Additionally, an opinion poll
conducted among car drivers revealed that 84 per-
cent would be interested in a night view system.
At the beginning of the seventies, halogen head-
lamps brought an initial improvement to lighting
power, which was then massively increased after
1995 by the xenon light. The requirement of
xenon lights for automatic headlight adjustment
opened up a completely new application segment
for stepper motors in the automotive market.

Headlight adjustment

Stepper motors regulate powerful xenon lamps
in their vertical plane to provide optimum road
illumination without dazzling oncoming traffic.
Manual regulation involves adapting lights to the
load state of a vehicle by adjusting a drive using
a manual wheel. Automatic headlight adjustment
(compulsory under EU regulations when xenon
lamps are used) uses sensor technology to check
vehicle position and correct headlamp orienta-
tion when the motor starts up. Dynamic regula-
tion, in addition, corrects headlight position
when the vehicle accelerates and brakes.

Cornering lights

Stepper motors are used for 90 percent of corner-
ing light applications, adjusting headlamps in
the horizontal plane so that the cone of light fol-
lows the road when negotiating a bend. During
the manoeuvre, overall cornering view and field
of vision are substantially improved, without
dazzling oncoming traffic. Headlights are con-
trolled electronically, by means of rotational or
linear stepper motors.

Adaptive front light system (AFS)

The adaptive front light uses stepper motors or
solenoids to adjust various lighting functions:
adapting the light cone for journeys in towns, on
country roads, motorways or in bad weather. The
traffic situation and vehicle environment are
registered by sensors. Optimum illumination of
the road surface and surroundings is fully auto-
matic and uses a cylinder mounted in front of the
reflector with four different screens. This
improves cornering vision and matches the cone
of light perfectly to the surrounding conditions of
weather and topography. The introduction of an
adaptive front light requires a change in EU reg-
ulations, which is expected for the end of 2005 or
beginning of 2006.

L

Cornering lights in application

AFS types of lighting:

12113

Town Bad weather

Cross country

Motorway
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Post Office
Sorting equipment
Franking machine
Cash machine
Credit card reader
Vending

Fax machine
Printer

Scale
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Bank

Entry control

Alarm system

Credit card reader
Cash machine
Vending

Printer

Money sorting
Franking machine
Room climate control
Blind and shutter control
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Restaurant/Café
Coffee machine
Extractor hood
Refrigerator
Dishwasher
Microwave aven
Food mixer

Oven

Gaming machine
Till

Credit card reader
Drinks machine
Vending machine




Railway Station Building Management Office Equipment
Ticket machine Control system in Printer

Cash machine command centre

Vending Lighting and illumination control
Credit card reader Climate control

Entry/exit barrier Waste water management
Blind/shutter controt Valve controt

Climate control Heating/fuel control

on board train Air flap control

Open door switch
Safety switch

on door and step Hospital

Dosing pump
Analysis equipment
Wheelchair
Hospital bed

Computer peripheral
Photo processing machine
Franking machine

Time clock

Room climate control
Blind and shutter control
Heating/radiator control
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The market
The market examined includes the entire head-

headlight adjustment, cornering lights and adap-
tive front lights (AFS). They in turn break down
lamp unit for European passenger cars —regard- by vehicle class into four segments: luxury,
less of the type of light used (halogen or xenon).

The market is divided into three sub-markets:

upper mid-range, mid-range and small car.

Sub-markets

Headlight adjustment Cornering lights Adaptive front light (AFS)

Manual Automatic/Dynamic
Market launch Long ago 1995 2003 2005/2006
Growth forecast Declining Increasing Increasing Increasing from 2006
Markettrends Existing standard Developmentof - - Customer benefit: comfortand safety
favoured by ... equipment xenon light, cornering a Xenon development

light and AFS o OEMs demand application

Safety benefit
for user

Manual correction of
headlight [verticall

Automatic headlight
adjustment, always
best-matching vehicle
sload tate

Much better cornering
lighting (horizontal)
combined with
automatic/dynamic

Automatic illumination
{horizontal, vertical and
light distribution),
always best-matching

[vertical) headlight adjustment road situation
______________________________________________________________________ [vertica] L
Drive technology DC motor DC motor Stepper motor Stepper motor

used

Stepper motor

Stepper motor

solenoid

Legalbasis | Nope Requirement for xenon lights Asof 2003 ~ Amendment planned for 2006
Technical Little High High High
requirements
Product life cycle Saturated/declining Growth Introduction phase Design phase
Market significance Insignificant High High High
_for §§ia-Burges_§ __________________________________________________

Sub-market segments

Luxury class Upper mid-range Mid-range Small car

Segment description

Mercedes M- and

Audi A6, Mercedes E,

Audi A4, Ford Galaxy,

Alfa 145, Ford Ka,

f.i. some models S-class, BMW 7, Saab 9-5, Citroén Xsara, Opel Lancia Zeta,

Audi A8, Porsche, Opet Omega, Vectra, Renault Mégane, Opel Corsa, VW Lupo
_______________________________ JaguarS, Ferrari Peugeots07 VoWoV/SAO.VWGolf
Marketshare 2002 LI LT 30% S L. R
General Very small Small High Very high
marke Ot al
Growth forecast 0% LK T TR,
Innovation potential _ Veryhigh . High Low Medium ..
Technical Very high High Medium Medium

development level

Strategy to Innovation Early follower Late follower Late follower
introduce new pioneer

technologies

Technology introduction Growth Mature Mature

life cycle phase phase phase phase




New cars equipped with cornering lights as
% of sub-market segments {own prediction)

2003 2005 2007

= | uxury class
=== Upper mid-range
=== Mid-range

---------- Small car

Large potential for Saia-Burgess

Development of market volume in the cornering
light sub-market, particularly since the increase
from 2005 to 2007 in the high volume small and
mid-ranges, shows that this sub-market has
strategic future importance for Saia-Burgess. In
addition, the cornering light module will he the
basic module of the future, spurring on technoi-
ogy in the headlight market. Stepper motors are
destined to be the preferred drive for cornering
lights.

Cornering light
Since the EU approved electronically controlled
cornering lights at the beginning of 2003, Saia-
Burgess has supplied rotational and linear step-
per motors for cornering lights in mid-range and
luxury cars, such as the BMW 3 and 5 series,
Mercedes E-class and the Opel Signum. In 2004
cornering lights will also be fitted to models in
lower price ranges, such as the Opel Astra.
Important customers of Saia-Burgess are work-
ing on the assumption that, over the next few
years, cornering lights will gain acceptance as a
measure to improve road safety not only in

Gemini drive

Europe but throughout the world and in all cate-
gories of vehicle.

Adaptive front light (AFS)
The adaptive front light, approval of which is
expected for 2006, is another area where Saia-
Burgess intends to be at the forefront with the
market launch. Accordingly, preliminary work is
well advanced on the adaptive front light. Just
seven months of development time have resulted
in the new Gemini drive. The basic motor is a
22 mm “Matchbox” stepper motor, upgraded to a
high-temperature version for direct mounting in
the headlamp. The drive has a worm/spur gear
mechanism and one of the Industry Division’s XC
high-temperature switches built into its housing.
It is driven by the customer’s own bus electron-
ics, also accommodated within the drive housing.
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Automotive Division
Clear Growth and Significant Potential

In the EU and NAFTA countries, where the automotive industry will grow only moderately in the
future, development will be influenced by two trends: one is the call for ever new vehicle concepts,
which will trigger a push for growth in the supplier industries; the other is the constantly increasing
equipment needs of all vehicle classes. especially in the fields of comfort and safety. Both trends will i
positively influence grewth in the Automotive Division over the coming years.
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Key figures (CHF million)

Development of the automobite market ...

Sales 252.5 +8.3% 233.2 205.4 192.9 1571  1In 2003 as in the previous year, approximately 54
EBITA ------------ 1 98—10%200 ————— 1 60148 ...... 9 5 million vehicles were produced worldwide. In
Investment  16.2 +34.3% 12.0 13.4 17.6 12.9 2010 it will probably be 64 million. The main
Development ______________________________________________________ growth in volume over the next ten years will
costs 130 #3.1% 126 118 93 75  primarily occur in Asia, eastern Europe and
Number of

employees 1,590 +21.9% 1,304 1,265 1,136 1,002

Sales compared with the previous year rose
through internal growth alone by 8.5 percent to
CHF 252.5 million (CHF 233.2 million). EBITA at
CHF 19.8 million is around the previous year’s
level (CHF 20.0 million), influenced by negative
currency effects, the initial costs of new project
start-ups and an environment of price competi-
tion. The 21.9 percent increase in the number of
employees is mainly due to expansion of the
Hatvan factory in Hungary.

Sales by main application area

. Climate control 55%

Headlight
adjustment 9.5%

Doar locking 18.0%
Other 17.5%

Sales by country/region

EU 74.6%
- Other Europe 6.8%
NAFTA 13.6%

Rest of the world 5.0%

Latin America. The pressure on manufacturers
and industry suppliers to constantly. launch new
vehicle concepts in saturated markets will trig-
ger far-reaching changes in this industry.

... and its effect on industry suppliers

Greater vehicle diversity demands new, modular
vehicle structures from OEMs (original equip-
ment manufacturer). This will give industry sup-
pliers a real stimulus for growth, because they
will be able to develop and produce vehicle sub-
systems, modules and components to an even
greater extent. Estimates assume that, from a
current total of 10,000 suppliers worldwide, only
around 2,000 will be left in 2010 and that there
will be between 250 and 450 system suppliers.
Among them will be Saia-Burgess, with its well
developed competencies, global presence and
production capabilities in low-wage economies.
Further growth potential is open to Saia-Burgess
in the NAFTA zone. The first phase of this will be
to supply European-made actuators to the North
American production facilities of European manu-
facturers (transplanting). In the second phase,
we aim to penetrate the market with products
specifically suited to the American market.




Areas of activities

The three main application areas (climate con-
trol, headlight adjustment, locking systems) gen-
erate over 80 percent of Automotive Division
sales. Other application areas are switches for
interior lighting and consoles, together with
switches for seatbelt locking systems.

Climate control

Products and applications
The two main products for this market are actua-
tors for valve flaps and sensors for measuring air
quality and temperature. Actuators are used to
regulate air distribution in a vehicle and sensors
to control temperature and measure air gquality
inside and outside the vehicle.

Strategy
Europe: Saia-Burgess wants to maintain its posi-
tion as European leader in the supply of flap
actuators for air-conditioning systems. By invest-
ing strongly in research and development, new
techniques are being developed so that both
stepper motors and DC motors can be offered.
The past two years have seen significant expan-
sion in sales to the five leading suppliers of air-
conditioning equipment.

NAFTA: Saia-Burgess will modify existing
European products to the requirements of North
American transplants and develop products
specifically for North American applications.

Growth potential
Europe: The following factors determine market
growth:
o The number of cars fitted with air-condition-
ing systems is growing.
o Mid- to upper-range vehicles are using more
actuators per air-conditioning system.
NAFTA: The market has stabilised at a high level.
Longer-term growth potential for Saia-Burgess

lies in entry to the market, first with European
transplants and, in a second phase, with DC
actuators specially developed with North Ameri-
can needs in mind.

Market trends

The trend is towards smaller, lighter and more
economic motors with elecironic communica-
tion, especially for luxury class air-conditioning
systems. New competitors are active in stepper
motor technology, an area in which Saia-Burgess
is ahead with a newly developed product range.
These new actuators are to go into production by
the beginning of 2004.

Market share
Europe: 70 percent of the 15 million cars pro-
duced annually are equipped with air-condition-
ing systems. This corresponds to approximately
52 million actuators in total. Saia-Burgess, with
more than a 35 percent market share, is the clear
market leader. The most important competitors
in this market are Bosch and Bihler. Saia-
Burgess’ stepper motor production has more
than tripled in the past six years from 6.4 to 20.5
million.

NAFTA: 98 percent of the 16.5 million cars
produced annually are equipped with air-condi-
tioning systems. This represents around 16 mil-
lion vehicles using on average 2.5 actuators each
(mainly DC motors, with some initial stepper
motor applications) for air-conditioning systems.
Of 40 million actuators sold overall, Saia-Burgess
had a 4 percent share (transplants only). Impor-
tant competitors are CEI, Biihler, TRW and
Eaton.

Worldwide, the air-conditioning actuator
market is currently 20 percent stepper motors
and 80 percent DC motors, with a rising ten-
dency towards stepper motors. In the drives
field, Saia-Burgess is known as an industry sup-
plier for both DC motors and stepper motors,
also bringing into play its experience with gears
and electronics.
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Motor vehicles: Using the EKT latching system to operate the doors:

the tatch is delivered as a sub-system by Saia-Burgess.

Headlight adjustment

Products and applications
Headlight adjustment actuators are used in cor-
nering lights to regulate high-power xenon
lamps in the vertical and horizontal planes, so
that the driver has the best possible view of the
road. Integrated electronics allow connection to
a bus system.

Strategy
Saia-Burgess wants to maintain its leading posi-
tion for dynamic headlight actuators in the seg-
ments of headlight adjustment and cornering
lights. This will be achieved by developing prod-
ucts with innovative technologies.

Trophy of Excellence

Hella, the automotive industry supplier and an important customer of

Saia-Burgess, has been awarded the prestigious “Trophy of Excellence”

2 for technology and innovation by the Italian automotive market research

organisation GIPA. The award pays special tribute to Hella’s innovation
and market leadership in electronically controlled cornering lights. Hella
2 is the first supplier in the world to put various types of cornering head-
light systems into mass production.

Growth potential
Significant growth potential exists in Europe for

applications with headlight adjustment and cor-
nering lights (see also the detailed report on
pages 14 and 15 of this Annual Report):

o Increased market penetration of adjustable
xenon headlights;

o 2003 market launch of new cornering light
technology, initially in mid- and upper-range
vehicles with xenon lights;

o Introduction of cornering light technology
extended to standard halogen lamps, and to all
classes of vehicle.

Market trends

The trend is towards smaller, lighter and more
powerful actuators, equipped with electronics
and bus interfaces. Additional demand for actua-
tors will result from a new technology that regu-
lates the cone of light from a headlight depend-
ing on the speed of travel. Overall the number of
actuators used per headlight will increase from
one to a maximum of three.

Market share
With an estimated market share of 60 percent,
Saia-Burgess is number 1 in Europe for dynamic

regulation.
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Motor vehicles: Saia-Burgess is a leader in the supply of light beam width regulation equipment
and dynamic headlight control motors. The picture shows the ELD 401 motor.

Locking and latching systems

Products and applications
The main products are microswitches and micro-
switch sub-systems for door locks. Their function
is to determine the status of the latching mecha-
nism and actuate individual latching functions.

Strategy

Saia-Burgess wanis to be Europe’s number 1 in
the market for door locking sub-systems. By
working with the main manufacturers of door
locking systems, Saia-Burgess has, in the past
three years, won important contracts for sub-
systems and become one of the leading suppliers
in this market.

Growth potential
The door locking segment offers Saia-Burgess
good growth, because sub-systems generate sig-
nificantly higher value than individual switches.

Market trends

Manufacturers of door locking systems expect
more from swilch producers in the areas of
design, production and assembly for complete
door locks. This means that switch suppliers
must in future also master such complex produc-
tion methods as coating, lead-frame and innova-
tive moulding/casting technologies.
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Door locking sub-system for Opel Zafira/Astra

From customer enquiry to production start-up in the first quarter of 2004
toak just 18 manths for the EKT (EBS) Delta switch sub-system, which is
destined for the door lock on the Opel Zafira/Astra platform. Important
milestones were the design presentation. the production of prototype
tools, the production and testing of samples, the manufacture of produc-
tion tools for press parts and for plastic injection mouldings. and the
design and installation of an assembly line with an annual production
capacity of four million pieces. Coping with these complex tasks in a
short time was anly possible because resources were used from different
production locations, The sub-system design and assembly line were
developed in Oldenburg. while the Murten location worked on the tools
and injection moulding technology. The fact that everything was devet-
oped internally, from the metal press parts to the microswitch and sub-
system assembly, brought a decisive benefit in development time and
costs. In total over the next five years, approximately 20 million switch
sub-systems will be produced.

Outlook

2004 can be tackled with confidence. Investment
over the past two years in new products and
applications will have a positive effect on busi-
ness. New projects started in 2003 should come
to full fruition in 2004 and contribute to the
achievement of double-digit sales growth. Inten-
sive pressure on prices will continue. Improve-
ments in productivity and the launch of new
products will enable Saia-Burgess to remain
competitive in the market.




Industry Division
Potential in All Its Markets

The Industry Division has solid growth potential in the areas of comfort and safety. In Europe the
replacement of existing technologies with new, innovative solutions and the integration of newly
acquired products into existing and new distribution channels are central to this potential. [n Eastern
Europe and Asia the domestic appliance markets in particular offer considerable opportunities. In

Nerth America additional potential exists for switches and motors.

Key figures (CHF mitlion)
2003 +/—~ 2002 2001 2000* 1999

Main areas of activities

Sales 191.8 -0.7% 193.1 208.2 145.2 107.9 The Industry Division devellops and produces
EBITA 141 -11.5% 159 167 206 1446 standard and customer-specific products:
Investment ~~~~~~ 67—53%71 AAAAA 102 71 646 switches, motors, solenoids, door locking sys-
Development ------------------------------------------------ tems, sensors, electronic products and sub-
costs 88 +42% 85 85 44 36  gystems. The Division achieves over 90 percent
Number of of its sales in five main markets: industry

employees 1,422 +6.8% 1,331 1,428 1,125 1,075

* These amounts include reclassified electronic production and
electronic products from the Controls Division to the Industry
Division.

The Industry Division almost held sales to the
previous year’s level with CHF 191.8 million
(CHF 193.1 million). In the American market for
capital goods, the Division was still confronted
with a difficult economic environment. After cur-
rency adjustments, sales rose by 4.2 percent to
CHF 201.3 million. The complementary acquisi-
tions of TH-Contact, Cetronic and Otehall, which
became effective in 2003, contributed CHF 10.2
million to divisional sales. Compared with the
previous year, EBITA declined by 11.5 percent to
CHF 14.1 million (CHF 15.9 million). The rea-
sons for the decline in EBITA are to be found in
negative currency movement, the build-up of the
factory in China and the difficult economic situa-
tion.

Sales by country/region

EU 52.5%
Other Europe 9.2%
NAFTA 30.1%

Rest of the world 8.2%

automation and equipment, domestic appliances,
HVAC (heating, ventilation and air conditioning),
vending/ticketing/gaming machines, industrial
vehicles and distributors. Other areas of applica-
tion are: motion control, position recognition,
control and operator functions in medical tech-
nology, telecommunication and office equip-
ment. The Division is active in Europe, North
America and Asia.

Products

Sales by products

Switches 47%
- Solenoids 23%
Motors 17%
Other 13%

Switches
With a 47 percent share of sales, switches form

the Industry Division’s largest product group. It
can be divided into sub-groups: microswitches,
manually operated switches and panel mounted
switches. Microswitches have a 71 percent share
of sales. There were regional differences in the
development of sales: Europe reported a 19 per-
cent rise, due in equal measure to internal
growth and growth by acquisition. In North
America sales fell by 31 percent, primarily due to
currency movement, while in Asia sales rose,
mainly due to the transfer of business from
Europe and the USA.
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Microswitches
In Europe, further expansion of market leader-
ship was achieved exclusively through internal
growth.

Strategy
o Safeguard market leadership in Europe and
preserve competitiveness.
o Close gaps in the range of miniature micro-
switches.
o Strengthen standard and preferred types in
the distributor market.
o Develop business with modules comprising
switches with additional cable sets and electronics.

New products
Microswitches are classified depending on their
size as: standard, miniature, subminiature or ultra-
miniature. Special expansion potential exists in the
miniature microswitch group. In 2003 develop-
ment started on a low-cost miniature microswitch
(C3). Tt is also planned to develop a miniature
microswitch with a special forced isolation sys-
tem and a sealed microswitch.

Competitors
Cherry, Omron, Honeywell, Marquardt, Crouzet

Manually operated switches
Manually operated switches primarily comprise
rocker and press-button switches, the bulk of
which are used in domestic appliances as mains
power switches. Some sliding and rotary switches
are also offered, and special refrigerator buttons.
2005 saw positive development in manually oper-
ated switches. In Europe, where development of
the market was modest, sales were kept stable,
while in Asia further expansion was achieved in
line with the positive market trend.

Strategy
o Because of the relatively small market share,
concentrate on selected high-volume switches
and increase their performance and competitive-
ness with a reengineering process.
o Examine cooperating with third-party com-
panies to complement the range as a means of
expanding market share.

New products
o A new rocker switch (Tippmatic) with inte-
gral automatic on/off electronics is primarily
used in coffee machines. Equipped with a new
ASIC, standard on/off times have been increased
from the earlier 8 possible settings to 27 now,
thereby epening up new potential applications.
o A push-button switch that was already estah-
lished on the market has been redesigned to
make it more competitive, adding a change-over
switch function to its normal on/off function.
o Alongside the successful rocker switches, in
2005 a special push-button switch with integral
automatic on/off function was developed with a
well-known manufacturer of large domestic
appliances. This switch can eliminate power
consumption when the appliance is in stand-by
mode. Prototypes are currently undergoing ini-
tial customer trials.

Caompetitors
Signalux, Arcolectric, Marquardt, Siber, Defond,
Epiq

Panel-mounted switches
Panel mounted switches are special control
switches (illuminated and pon-illuminated with
optional legends), emergency-off buttons and
key switches primarily used by manufacturers of
contirol panels, but also frequently used in
machine and system engineering. TH products
were integrated within the Industry Division and
are primarily responsible for sales growth in
panel-mounted switches. Since at present these
products are mainly sold in the distributor mar-
ket, there is still additional potential in the OEM
market.

Strategy
o Retain existing channel to market (distribu-
tors) who supply the smaller CEMs.
o Use own sales companies to expand business
with medium-to-large OEMs on a standardised
product range.

o Develop the opportunities in the public trans-
port market.
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Domestic appliances: This fryer uses a Tippmatic rocker
switch from Saia-Burgess as its mains switch,

New products
Production has started on a specially developed
switch for trains.

Competitors
Télémécanique, Klockner Moeller, EAQ, Rafi

Mators
The Industry Division’s motor range comprises
stepper and synchronous motors (ranging in size
from 13 to 60 mm) as well as the gears and con-
trol electronics that enable them, for example,
to position ventilation flaps and gas and water
valves. Wall heaters are one of the main areas of
application, where earlier simple positioning
systems for gas and water valves are being
replaced increasingly by stepper motors. How-
ever, actuating drives for precise regulation are
also used in many other areas of building
automation, for improving energy use and oper-
ating safety functions. The fact that newly started
product lines only contributed modestly to sales
in 2003 is due to various factors: the effect of
movement in the value of the USD and delays in
the introduction of new technologies. In the cur-
rent year these new products will contribute to
growth.
Strategy

o Create customised added value by combining
motors with drives and gears.

o Innovation centres for the most important
markets in Europe and Asia, and their establish-
ment in North America.

New products
A completely new series of drives became ready
for volume production in 2003. The products com-
plement the existing range. They will provide
competitive advantages on both technology and
cost. For example, a new 13 mm drive achieves
higher torque than alternatives previously avail-
able on the market, despite being considerably
smaller than them in size. These developments
were prompted by application-specific require-
ments.

Competitors
Crouzet, Sonceboz, NMB, Airpax, FDK
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Wall heater: Precise positioning of water valves
through UCL linear drives from Saia-Burgess.

Solenocids
In 2003, the integration of solenoids in the Euro-
pean sales network enabled them to be offered to
the large OEMs as complementary products. Pro-
jects won in 2003 will lead to future sales. Sole-
noids are mostly used as actuating drives and
latching systems in very diverse consumer and
industrial applications, for example: washing
machines, refrigerators, blood analysers, all
types of locking system, gaming machines and
mail sorting systems.

Strategy
o Retain high share of the industrial market in
the USA, while simultaneously developing new
applications.
o Increase market share in Europe and Asia
through measures that include among others pro-
duction in Asia.

New products

In the USA, we have introduced new solenoids
for proportional control applications along with
standard on/off functions.

Competitors
Deltrol, GW Lisk, Magnet Schultz, Solen

Markets

Europe
Sales by application area

= Industry
automation and equipment 24%

Domestic appliances 23%
HVAC 21%

- Distributors 28%

Other 4%

Industry automation and equipment
Application areas: machine and system engi-
neering, industrial equipment, gates and
awnings, electrical equipment, conveyor and
stacking systems.

Products: switches, sensors, motors and sole-
noids are used for motion control, position cap-
ture, control and operation functions in industry
automation. Counters, timers, control relays and
customised electronic solutions control and
monitor a large number of automatic processes.

Through strong sales partners in distribution
and new product developments, market position
has been further expanded and sales increased.
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Coffee vending machine: A solenoid ensures
precise dosing of coffee portions.

Domestic appliances
Application areas: general domestic appliances,
microwave ovens, extractor hoods, coffee ma-
chines, dishwashers, washing machines, small
appliances, hand mixers, refrigerators, hand
tools, cleaning appliances, vacuum cleaners.

Products: in washing machines and dryers
complete door locks are used, and also micro-
switches, small drives and solenoids in a variety
of applications. Microswitches ensure recogni-
tion of the locking function or, as so-called float
switches, measure fill levels. Solenoids are used
to latch locks or as drives for electrovalves. In
refrigerators, push-button switches ensure auto-
matic light switching. Solenoids control the
ice-cube dispensers in American-style fridge-
freezers. Vacuum cleaners and coffee machines
mainly use rocker switches and push-button
switches. In filter coffee machines rocker
switches are increasingly used with automatic
on/off electronics integrated within the switch
housing.

Focussing rigorously on main markets has
brought success in the form of increased sales
and expanded market share during a period of
moderate market growth.

Heating. ventilation. air conditioning (HVAC)
Application areas: heating systems, instanta-
neous water heaters/showers, ventilation sys-
tems, air-conditioning systems, sanitary appli-
ances.

Products: motors and solenoids are used to
position ventilation flaps and valves for gas and
water. Wall heaters are one of the main areas of
application, where the basic positioning systems
for gas and water supply of an earlier technol-
ogy are increasingly replaced with precision-
adjustable stepper motors. However, there are
many other water supply areas in which actua-
tors are used to exploit energy better through
precise positioning, or in which microswitches
realise safety functions by detecting positions.

Although sales declined, Saia-Burgess main-
tained its leading position in this market. The
decline in sales was due to increased price pres-
sure from Asian suppliers and delay introducing
new technologies and models to major HVAC
customers. This limited the effect on sales of new
product lines that came on stream in 2003. In the
current year, these new products will contribute
to sales growth.




For example gardening tools

Our customer, a manufacturer of gardening tools, decided to use an ad-
ditional V4N-sized microswitch and awarded the contract to Saia-
Burgess. Barely one year after the tender was submitted. volume produc-
tion started on a microswitch with cable assembily fitted in the handles of
electrical tools as a universal switch. Decisive success factors for project

acceptance were Saia-Burgess’ international sales network (close to all
the customer’s decision centres, accessibility and service), product fea-
fures, flexibility when adapting the technology to the customer’s specific
needs, and competitiveness.
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Distributors
Standard products from the Division’s overall
product range are marketed through specialised
distribution channels. These products come pre-
dominantly from the switch, timer, counter and
control relay ranges. However, an increasing
range of motors and solenoids is also brought to
market through these channels. The Division’s
range of products therefore reaches a large num-
ber of application areas, some of which may still
be in the development. This increases awareness
of Saia-Burgess products, demonstrating their
advantages at an early stage and positioning
them well for preferred supplier status in any
subsequent volume production.

In 2003, expanding the distributor market
had priority. A targeted distribution strategy and
additions to the product portfolio from the inte-
gration of TH products at the end of 2002 con-
tributed to growth.

North America
Sales by application area

- Industry automation 49%
Domestic appliances 9%
- Office equipment 10%

- Distributors 10%

- Other 22%

Growth potential
The strongest future growth is expected in the dis-
tribution market. In industry automation and office
equipment, growth is expected to be higher than in
domestic appliances.

Market trends
The most important trends affecting the North
American market are miniaturisation, the desire
for quieter actuators and the transfer of produc-
tion abroad for lower costs.

Asia
The main products in Asia are microswitches,
manually operated switches for domestic appli-
ances, and stepper motors for hand-held termi-
nals. More and more companies are transferring
their production to the Far East, or are having
their appliances manufactured there by contrac-
tual partners. In China, Saia-Burgess has built its
own production facility, which can manufacture
motors, solenoids, microswitches and control
switches. This factory serves both as a low-wage
production location for North America and
Europe, and as local production for the Chinese
market.

Competence centres and sales

The Division improves its performance and effi-
ciency in product development, sales and order
processing by efforts to ensure that all employ-
ees and sales partners provide fast, accurate,
professional service and advice for customers in
all areas and at all levels.

The organisation of the Industry Division is
divided between competence centres and sales &
marketing. The competence centres, responsible
for product development and product manage-
ment, form the interface with the sales com-
panies and distribution partners. Saia-Burgess
has wholly owned sales companies in Germany,
the United Kingdom, France, Italy, Switzerland,




Austria, the Benelux countries, Hungary, Hong
Kong and the USA. They guarantee a flexible
service for the needs of customers in their local
language.

Alongside wholly owned sales companies,
standard products are increasingly marketed in
close cooperation with regional or interregional
distributors and own-label partners. In common
with these partners, interesting opportunities for
e-commerce are opening up.

Outlook

On the basis of positive development identified
in most markets and geographical regions dur-
ing the last quarter of 2003, the Industry Division
is cautiously optimistic for 2004. Over the past
years we have taken important steps to reduce
costs and improve competitiveness. These have
not just comprised cost reductions to existing
production, but also the replacement of existing
products with new, more economical ones. The
Division is well prepared for a share in any eco-
nomic upturn.

In Europe, the Division is concentrating on
the continuing integration of new product lines
from TH-Contact and Otehall Switches. It has a
broad customer base, which is to be further rein-
forced by offering customers a broader product
range and giving them the chance to reduce the
number of their suppliers and associaled
expenses.

In North America, development largely
depends on whether investment will increase
again for capital and durable goods, where sole-
noids, switches and motors from Saia-Burgess
are used. The start of production on various cus-
tomer projects has been deferred due to the cur-
rent economic climate.

In Asia, we continue to work towards achiev-
ing the same position as with European and
American OEMs. This involves designing prod-
uct specifications that meet the Asian market for

Solenoids for vending machines

Together with a leading manufacturer of vending machines, it took Saia-
Burgess less than one year to develop and put into production a new
solenoid. The new product meets the specifications for almost all applica-
tions in the vending machine market, which in Europe amounts to a vol-
ume of around one million pieces per annum. The agreement with the
customer provides for a minimum annual volume of 40,000 pcs.

domestic appliances. Qur Asian organisation will
play an important additional role by supporting
cost reduction measures for the American market.

By driving forward cooperation with cata-
logue and added-value distributors, whose activ-
ities are complementary to our own sales com-
panies’ OEM-oriented activities, we strengthen
our presence among small to medium-sized cus-
tomers. Part of the strategy is also to expand
Internet presence, in response to the increas-
ingly important use of this medium by develop-
ment engineers and customers.
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Controls Division
A Focussed Approach Brings Growth and increases Profit

- 20023 has confirmed that the Controls Division was correct to focus on the market segments of

process conirols and infrastructure automstion. In couniries where this focus siready exists, it has
= been possible tc achieve significant increases in sales and income, despite a background of eco-
i

; nomic recession. The fact that, from 2004, zli sales companies are working to this model means that
further progress can be expected.

Key figures (CHF million)

2000"

Investments

Development
costs 6.4 +11.3% 5.7 6.4 58 5.1

Number of
employees 173 - 174 182 177 267

* These amounts have been adjusted for the reclassification of
electronic production and electronic products from the Controls
Division to the Industry Division.

The Controls Division successfully withstood
sluggishness in the capital investment market
and a weak construction sector. It increased sales
over the previous year by 7.8 percent to CHF 45.9
million (CHF 42.6 million) and increased EBITA
by 54.1 percent to CHF 4.1 million (CHF 2.6 mil-
lion). The slight decline in sales in the process
control market area was compensated by the
increase in infrastructure automation. This posi-
tive result is due to the introduction in earlier

Sales development by market segment %
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Sales by region/country

EU 70.2%

Switzerland 15.7%
Other Europa 10.9%
Rest of the world 3.2%

years of a process to develop new, innovative
products, and to the successful activities of a
Europe-wide network of more than 400 Saia PCD
system integrators.

Products and technology

Through its continuously expanding capabilities
in future-oriented technoelogies (such as commu-
nications technology, networking, microelec-
tronics, software and firmware) the Controls
Division contributes to the strength of Saia-
Burgess’ core competency - the integration of
software, electronic and electromechanical tech-
nologies. The Controls Division develops the
core elements of its controllers in-house. This
results in high added value, flexibility and a
quantifiable life cycle, with outsourced com-
ponents that can be optimised. Investment in
research and development is directed, according
to the market trend, mainly towards the small to
medium-sized controller segment, which can be
networked to form large control systems. The
Saia-Burgess S-Bus, an established and proven
communication technology used in Saia PCD
control systems, has been transferred onto the
basis of new, open standards (such as Ethernet
TCP/IP and Profibus) and expanded with the
addition of advanced network functions.

Strategy

Dedicated control systems are developed for spe-
cific fields of application and for customers with
high growth potential. OEM customers are not
only supplied with standard products or custom
solutions, they are equally supplied with control
components to integrate within their own control
systems (embedded controls). The contro!l tech-
nology of the Controls Division is based on the
characteristics and standards of programmable
logic controllers.




Programmable logic controllers

In devices or automation systems, program-
mable logic controllers (PLCs) assume those
tasks which, in humans, are carried out by the
brain and nervous system. The controller’s CPU
(central processing unit) corresponds to the
brain; the communications technology with its
electrical interface cards corresponds to the
nervous system. With Saia PCD software tools,
software libraries and operator terminals, an
entire system can be programmed simply and
efficiently for any required behaviour, and then
reprogrammed at any time. PLC technology
guarantees a highly flexible and reliable overall
system with a long service life. The special fea-
ture of a system based on Saia-Burgess con-
trollers is its simple, flexible and powerful net-
working with other systems to form working
groups. By linking together many small and
medium-sized control systems, even large, sophis-
ticated tasks can be solved.

Markets

Process controls

Process controls is the regulation and control of
machines and devices used in the technical
processes of manufacturing. The most important
products are PLCs, dedicated PLC-based con-
trollers, remote input/output stations for signals,
and control terminals. Customers come from all
areas of production engineering: ceramics, plas-
tics, metal processing, vehicle construction, food
and luxury items, etc. The products and services
offered by Saia-Burgess are particularly attrac-
tive to manufacturers of machines and devices
whose market differentiation relies on having
products with an individual identity for their
control engineering. Companies actively operat-
ing in after-sales business benefit from the fact
that, through Saia-Burgess, they can utilise indi-
vidual proprietary control technology, ensuring a
strong customer bond.

Vertical integration in manufacturing industry

To remain competitive in the long term, manufacturing industry must
increase the short-term responsiveness and flexibility of production,
while simultaneously reducing costs. Manufacturing execution systems
(MES) are seen as the solution to this problem, because they close the
integration gap between two worlds: a control/regulation world at the
automated field level and an IiT world of enterprise resource planning
(ERP). The aim of this vertical integration is full transparency and short-
term interaction between the two levels. An important link between the
two worlds is provided by the MES substations installed in the field, for
which Saia PCD controllers, more than any other competing product, are

the natural choice.

Infrastructure automation

Infrastructure automation comprises the overall
technical arrangements and support systems in a
building. Saia-Burgess is active in this market
segment both through project integrators in the
systems business and by supplying OEM cus-
tomers directly. The most important products are
terminals and PLC/DDC, with project business
additionally requiring engineering and visualisa-
tion tools, room controllers, simple actuators and
sensors. Infrastructure automation includes
important sub-segments, some of which provide
functions that affect people in buildings and
vehicles (such as heating/ventilation/air condi-
tioning, access, safety, comfort, lighting and
hygiene), and some of which provide service and
supply functions that affect processes: electricity,
gas, heating/cooling, storage, local materials
transport, ventilation, waste disposal and basic
infrastructure. Basic infrastructure refers to the
provision or delivery of water, gas, heat, electric-
ity, traffic links, and communications networks
to users of a building.
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in railway stations by PCD1 controllers from Saia-Burgess.

Marketing

Saia-Burgess provides direct support for more
than 800 leading European customers through
its own sales personnel. This broad customer
base represents both continuity and a good
spread of risk. It also enables the company to
take advantage of opportunities in many regions
and markets. As a rule, OEM customers are dealt
with directly, whereas all project business is
handled exclusively via a network of over 400
independent system integrators, a large number
of which have concluded partnership contracts
with Saia-Burgess.

OEM customers are in both main markets.
The proportion of OEM business is greater in
process controls; the focus is on production
engineering customers who want to develop
their own control systems further and therefore
seek a flexible, sound partner with in-house pro-
duction of electronics and own development of
all control elements.

Project husiness is centred on buildings and
their equipment for people and production
processes. Saia-Burgess, as the only automation
supplier with a total range (terminals, con-
trollers, software tools, visualisation software
and field devices) has specialised in the serv-
ice/supply infrastructure that surrounds actual
processing activities. These markets are dealt

Railway stations: Heating, ventilation and lighting are regulated

with by system integrators: specialist engineer-
ing companies throughout Europe with excellent
competency and closeness to their customers.
Cooperation with many integrators is governed
by contract and takes place under the “Controls
Value Plus” name.

Market trends

Technical trends

o Power, speed and memory have lost ground
recently as criteria of value due to technological
advances. They are now widely available on PLC
as well and presumed to be as such by cus-
tomers. As a result, the PC is increasingly losing
its attraction compared with PLCs.

o The new PLC includes functions that previ-
ously were only available in PCs and network
controllers (switches/routers).

o The new PLC is more of a computing and com-
municating machine than a switching machine.




Handling in an automated assembly line: Handling on this bottling~
line is controiled using a Saia-Burgess PCO2 equipment.

Structural trends

o Lower growth rates adversely affect the prof-
itability of PC-based controller companies, with
large suppliers of total solutions being more
deeply affected by this development than system
suppliers like Saia-Burgess.

o After a long period of outsourcing, the new
trend among many engineering CEMs is now
towards insourcing. This opens up major poten-
tial for system suppliers like Saia-Burgess, since
the OEMs will need appropriate support.

Qutlook

Further development of products and technolo-
gies increases the attractiveness and competi-
tiveness of Saia-Burgess in its fraditional mar-
kets. The customer base can be expanded
throngh new products, for example the PCS1
Compact Easy, which is of interest to customers
who do not wish to program the device them-
selves. However, regional expansion is also
expected to take place. As an initial step, the
Controls Division intends to start work in the
Chinese market with its own Saia PCD engi-
neers. For 2004 the Division expects further
increases in sales and income.

A case study: Létschberg basic tunnel

In Ldtschberg. Switzerland, a Basic Alpine Crossing is currently being
built as part of Europe’s high speed rail network. The Ldtschberg Basic
Tunnel. around 35 km in length, will open in 2007. Climate conditions in
the tunnel, where temperatures are a constant >35°C and humidity is
>80%, place great demands on electronic equipment and systems. Air
conditioning is therefore provided to all switch panels and units contain-
ing the tunnel’s infrastructure technology and railway engineering control
and safety components. The Controls Division has a share in the tunnel
infrastructure.

The remit for tunnel safety includes fire prevention, video monitoring and
escape route signalling. Proven PCD2 systems and the latest PCD3
remote 1/0 technologies monitor and control all air-conditioning equip-
ment in the switch panels, recording temperature and humidity across
the entire length of the tunnel, and providing communications links to
central fire alarm and tunnel management systems. To cope with these
tasks, highly qualified system integrators are installing 250 PCD2 and
1469 PCD3 RIO stations.

The remit for tunnel ventilation includes air conditioning for the operating

centres at the tunnel mouths and for the technology units within the tun-

nel caverns. Overall, 21 PCD2 are being used in branch centres here, and
240 PCD2 in the substations. For Saia-Burgess. the value of the
Lotschberg contract is around CHF 1.5 million. Deliveries are mainly
spread across the years 2004 and 2005. Flexibility and innovation enabled
the Division to succeed against the big automation concerns when these
contracts were awarded.




e




Saia-Burgess Sustainability
Social, Ecological, Economic

Saia-Burgess wants tc create sustainable added value for all its stakeholder groups. The concept of
sustainability has therefore been systematically integrated into all the company’s activities as a fun-
damental corporate attitude. There is continuous extensicn of reporting on principles. measures and
the achievement of social and ecclogical goals. The resulis of economic sustainability are docu-
mented in the first section of this Annual Repert and in the financial section. The business principles

of the Saia-Burgess Group are published on www.saia-burgess.com (Sustainability).

Employees Employees by region and activity on 31.12.2003
Automotive Industry Controls

Principles Division Division Division Total
o  We cultivate open communication as a pre-  Switzerland 262 196 103 561
requisite for active involvement at all levels. Germany37926725 ‘‘‘‘‘‘‘‘ 671
o We actively encourage participation in the Hungary675 ________ g 11 766
thinking process and the submission of proposals OtherEurope136306 _________ 34 476
for improvements. Africa % 172 S 262
o Wae pass common rules and raise understand- America . 48 328 - S 376
ing for the activity of Saia-Burgess, in order to Asia o 73 - i
strengthen employee identification with the  Group 1.590 1.422 173 3,185

company.
o We actively encourage training and the

Automotive Industry Controls

improvement of professional skills. Division Division Division Total
o We offer opportunities for promotion based R&D+TC 119 93 46 258
upon individual merit, professional competency,  Production 1151 836 5 1992
education, experience and the capacity to apply  SalesSenice 5 i s o 2133
to management principles, irrespective of race, Other 288 352 36 676
colour, religion, sex, nationality or age. Group 1.590 1,422 173 3,185

o We do not tolerate any form of discrimina-
tion, nor physical or sexual harassment.

& We create a safe working environment for
each employee.

o We offer competitive salaries and benefits.
We set our working hours, wages and overtime
payments in line with national laws and the
employment terms of comparable companies.

o We respect the right of employees to join
legally recognised labour unions.

a We require our employees to avoid any per-
sonal activities and financial interests that could
conflict, or appear to conflict, with their commit-
ment to their job.

Measures and results

Satisfaction
We systematically measure employee satisfac-
tion and constantly channel the findings into our
staff, management and training policies.

In 2003 a harmonised group survey of staff
satisfaction was carried out for the first time, in
cooperalion with a specialist institute. Evalua-
tion of the results demonstrated good values for
individual motivation, satisfaction with own
work, and orientation of work to performance
and targets. In contrast, there was potential for
improvement in staff development, not just in
the area of further training opportunities, but
also with such challenges as new job funciions
and new tasks. On the basis of survey results,
measures were defined for individual companies
and initiated or already implemented. The sur-
vey will be repeated in 2004.
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Fundamental employee satisfaction is con-
firmed by the low fluctuation rate, which in 2003
reached 9 percent group-wide, and by long periods
of service: an average of 20 years on reaching
pensionable age.

Training

The individual companies train employees con-
tinuously, both internally and externally, in a
variety of subjects. Workshops are used to
exchange knowledge within the Group both
regionally and internationally. In 2004 the
emphasis in training will be on sales-oriented
product and application training.

Safety

In all production locations, a safety officer regu-
larly checks the safety of the working environ-
ment and is concerned with the prevention of
workplace accidents. In 2003, throughout the
Group there were once again no significant
industrial accidents to report. In 2003 overall,
one per thousand working days were lost as a
result of workplace accidents. Sickness absence
declined in comparison with the previous year,
amounting in 2005 to an average across the com-
panies of 3.7 percent.

Environment

Principles
o We integrate environmental policies, environ-
mental programmes and environmental prac-
tices into each business as an element of man-
agement in all its functions.
o We pay attention in all business activities to
the efficient use of energy and materials, the
sustainable use of renewable resources, the
minimising of adverse environmental impact
and waste generation, and the safe and respon-
sible disposal of residual wastes.
o We consider environmental implications at
an early stage of new product development.
o  We actively communicate to all stakeholders
our commitment and conduct towards the environ-
ment.

Measures and results

Recycling
In 2003 the Group’s largest plastic injection
moulding plant in Murten recycled approxi-
mately 20 percent (2002: approximately 15 per-
cent) of its thermoplastic granule waste through
admixing. In the past, this waste was disposed of
separately; nowadays recycling processes it into
plastic granules to be used again as feedstock.
The targets achieved by this method are both
ecological (minimisation of waste disposal) and
economic (reduction of materials’ costs).

At all production locations, metal scrap is
sorted by type and channelled externally into
reutilisation.

1SO 14000
In 2002 the Oldenburg factory was certified as
compliant with ISO 14000 and in 2003 the Gates-
head factory was also certified. The aim is to
have certification for all production companies
by 2006, or to have them operating demonstrably

in accordance with ISO 14000 principles.




Corporate Governance

Effective corporate governance underpins the success of a company. Corporate governance safe-
guards the interests of shareholders, contributes to the creation of sustainable added value for all
stakeholders and guarantees the balance between management, financial contrel and transparency.
Saia-Burgess is committed to respensible business management in line with the Swiss Code of Best
Practice for Corporate Governance and the appropriate international standards. The fellowing pages
contain all the relevant information cn corperate governance in accordance with SWX Swiss

Exchange "Guideline concerning information on corporate governance”.

1 Group structure and shareholders

1.1 Group structure (on January 1, 2004)

Operational Group sfructure

CEO

Daniel Hirschi

Automotive Division

Corporate
Communications
and Investor
Relations

Industry Division

Marketing

Controls Division

North America

Finance
and Controlling
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Corporate Services

Marc-Olivier Lorenz

Anthony Smith

Jirgen Lauber

Theodore Ristoff

Preben Sundenaes

Peter-André Schmid

Contrelling Controlling Controlling Controlling Group Controlling Human Resources
Sales/Marketing Sales/Marketing Business Industry Sales Controtling Information
Business Asia Development industry Automotive Technology
Development Motars Sales/Logistics Automotive Controtiling

Motor Operations  Suitches ' Industry .

Motor Innovation Electronic Controlling

and Competence Products Controls .

Centre

Switches/Sensors
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CH

UK

» -

NL/B

USA

CDN
CN

Industry Division
Controls Division

Saia-Burgess Murten AG, Murten
Saia-Burgess Controls AG, Murten
Saia-Burgess Cetronic AG, Murten

MiICS SA, Corcelles (37.9%)

Saia-Burgess Gateshead Ltd.
Saia-Burgess Oldenburg GmbH & Co. KG

¢ Saia-Burgess Zweigniederlassung Dreieich
Saia-Burgess Dresden GmbH
Saia-Burgess Halver GmbH & Co. KG, Halver
Saja-Burgess Paris Sarl, Paris
Saia-Burgess Milano Srl.. Corsico
Saia-Burgess Osterreich GmbH, Salzburg
|P-Trading Ges.m.b.H., Wien {49%)
Saia-Burgess Benelux B.V., Gouda
Saia-Burgess Controls Kft, Budadrs
Saia-Burgess 0zd Kft, Ozd

Saia-Burgess Hatvan Kft, Hatvan
Saia-Burgess Monastir C.S., Monastir
Saia-Burgess Inc., Vandalia

Saia-Burgess USA inc., Vernon Hills
Saia-Burgess Canada Co. Inc., Scarborough
Saia-Burgess (HK) Ltd., Hong Kong
Saia-Burgess Guangzhou Ltd., Guangzhou
Burgess-Defond Ltd. (25%)

Shenzhen SMART Micromotor Co. Ltd. (49%)

Listed/non-listed companies

Shares in Saia-Burgess Electronics Holding AG
are traded on the SWX Swiss Exchange under
securities number 873861. Other companies in
the Group are not listed on the stock market. For
details on the scope of consolidation, see page
56. For further information on the share, see
page 11 of this Annual Report.

Registered office

Saia-Burgess Electronics Holding AG, Bahnhof-
strasse 18, CH-3280 Murten, Switzerland.

T +41 26 672 71 11, F +41 26 672 73 33,
www.saia-burgess.com

1.2 Important shareholders
The following shareholders held more than 5
percent of the share capital of Saia-Burgess Elec-
tronics Holding AG:

31.12.2003 31.12.2002
as % of as % of
Number of share Mumber of share
shares capital shares capital
Chase Nominees
Fiduz. London 61,195 10.01 82,146 13.45
The Capital Growp 7
Companies, Inc..
Los Angeles * * 31,971 5.23
Vontobel Fonds 7
Services AG, Zurich 33,779 5.53 - -
Lombard Odier 77
Darier Hentsch Fund
Managers SA, Geneva 30,655 5.02 - -

* Below compulsory reporting limit

Changes in the 2003 financial year

20.03.2003  UBS Fund Management (Switzerland) AG, Zurich,
holds 5.16% of share capital.

03.04.2003 Vontobel Fond Services AG, Zurich, holds 5.53% of
share capital.

09.042003  UBS Fund Management (Switzerland) AG. Zurich,
drops below 5% reporting limit.

19.06.2003  Julius Bér Multistock Sicav. Luxembourg. holds
6.3% of share capital.

28.082003  The Capital Group Companies Inc.. Los Angeles
(USA), drops below 5% reporting limit.

24092003 Julius Bar Multistock Sicav. Luxembourg. drops
below 5% reporting limit.

05.12.2003  Lombard Odier Darier Hentsch Fund Managers SA

(LODHFM), Geneva, holds 5.02% of share capital.




Shareholder structure on 31.12.2003
On December 31, 2003, a total of 1,832 shareholders
held shares in Saia-Burgess Electronics Holding
AG. The shares not registered amounted to 25.93
percent (146,180 shares) on December 31, 2003.

Number of
shareholders  Number of shares
495 11010
813 11to50

Number of
shareholders  Country

1.3 Cross participations
There are no cross participations in existence.

2 Capital structure

2.1 Capital
The share capital of Saia-Burgess Electronics
Holding AG amounts to CHF 30,537,500 and is
divided into 610,750 registered shares with a
nominal value of CHF 50.

2.2 Approved and conditional capital
See page 59 of the Financial Statements.

2.3 Capital changes
On February 1, 2002, the share capital of Saia-
Burgess Electronics Holding AG was increased
with a declaratory resolution by CHF 37,500 to
CHF 30,537,500 from conditional capital. Capital
changes are set out on page 59 of this Annual
Report.

2.4 Shares and participation certificates
Saia-Burgess Electronics Holding AG has exclu-
sively registered shares with a nominal value of
CHF 50.

2.5 Profit participation certificates
There are no profit participation certificates in
existence.

2.6 Transfer restriction and nominee entries
According to the articles of association of Saia-
Burgess Electronics Holding AG, no individual or
group holding more than 5 percent of the share
capital can be registered as an authorised voting
shareholder.

The Board of Directors can register nominees
with voting rights, up to a maximum of 3 percent
of share capital. Nominees are persons who, in
the application for registration, do not expressly
declare that the shares are held on their own
account. Above this limit, the Board of Directors
may enter voting rights for the registered shares
of nominees, if the nominee concerned discloses
the names, addresses and share stocks of indi-
viduals on whose account the nominee holds 0.5
percent or more of share capital. To date no such
entries have been made.

2.7 Convertible loans and options
There are no convertible loans outstanding. For
information on options issued, see page 43 (Remu-
neration).




Richard Flury

3 Board of Directors

Hans Caspar von der Crone Daniel Hirschi Andreas Ocskay Peter Wirth Rudolf Lyner

3.1 Members of the Board of Directors
Andreas Ocskay led the Saia-Burgess Group as
CEQ from 1988 to 2000. Since 2001, Daniel
Hirschi has led the company as CEQ and, from
August 15, 2003, as Delegate of the Board of
Directors. All other members of the Board of
Directors are independent external individuals.

since elected until

Executive Board member

Daniel Hirschi (*1956), Board Delegate, Swiss/Italian national 2003 2006
HTL engineer, Harvard AMP.

Joined Saia-Burgess in 1983, previous functions: Director of Business

Area Switches, Director of Automotive Division, since 2001 Chief Executive

Officer, no directorships held outside Saia-Burgess Group.




since elected until

Non-executive Board members

Andreas Ocskay (*1935), Chairman, Swiss national 1997 2005
Mechanical engineer, Economist Harvard AMP.

From 1988 to 2000 CEQ of Saia-Burgess Group.

Directorships held on boards outside Saia-Burgess Group:

o Listed companies: Métraux Services SA

o Non-listed companies: Brocke Holding GmbH

Rudolf Lyner (*1944), Member, Swiss national 1997 2005
lic. oec. University of Geneva, MBA INSEAD Fontainebleau. Advisor.

From 1995 to 2002 CEQO CapVis Equity Partners AG. Previous positions

include among others: executive board member of Bank Leu, man-

agement functions with Swiss Bank Corporation: Head Equity Banking,

Head Asset and Liability Management, Head Corporate Finance

Switzerland, Head of Capital Markets Europe.

Directorships held on boards outside Saia-Burgess Group:

o Non-listed companies: CapVis General Partner Limited, Jersey

Richard Flury (*1942), Member, Swiss national 1998 2006 38139
Business Administrator. Between 1979 and 1987 Managing Director of Kardex,

Switzerland, in 1987 initiator of management buy-out and IPO of the

Kardex Group, since 1987 CEO of Kardex Remstar International Group.

Directorships held on boards outside Saia-Burgess Group:

o Listed companies: Kardex AG
o Non-listed companies: Bibus Holding AG, Cementia HoldingaAé
Prof. Dr. Hans Caspar von der Crone (*1957), Member, Swiss national 1998 2004
Dr. iur attorney at law, von der Crone Rechtsanwilte, Professor of Civil
and Commercial Law at the University of Zurich and member of the
university management hoard, Chairman of Swiss Takeover Commission.
University of Zurich, Zurich District Court, lecturer on civil, com-
mercial and capital market law at the University of Zurich, associate/
partner Homburger (to 1997).
Directorships held on boards outside Saia-Burgess Group:
o Listed companies: Komax Holding AG, Vontobel Holding AG
o Non-listed companies: Heineken Beverages Switzerland AG
(Swiss subsidiary of Heineken Group)
Dr. Peter Wirth (*1946). Member, Swiss national 1998 2004
Dipl. Ing. ETH, Dr. sc. techn.
Since 2004 partner of ex.tra experience transfer AG, Biel. 1991 to 2003
CEO Mikron Holding AG, 1987 to 1990 Head of Machining and Assembly
System Business Area at Mikron Group, 1978 to 1986 various management
functions in sales and marketing with Schindler-Digitron.
Directorships held on boards outside Saia-Burgess Group:
o Listed companies: Rieter Holding AG
o Non-listed companies: various directorships of small companies
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3.2 Other activities and ties of interest
Members of the Board of Directors exercise no
other activities and have no ties of interest of any
kind that would be relevant for the Saia-Burgess
Group. No fundamental business relations exist
between Saia-Burgess and companies repre-
sented by Board members.

3.3 Cross-connections
There is no mutual occupation of seats on the
Boards of listed companies.

3.4 Election and periods of office

Members of the Board of Directors are elected by
the Annual General Meeting for a period of office
not exceeding three years, whereby one year
represents the period of time between two ordin-
ary Annual General Meetings. Individual periods
of office are staggered. Reelection is permitted
without restrictions, there is no age limit. The
Chairman and Board Delegate are elected by the
Board of Directors.

3.5 Internal organisation
The Board of Directors has responsibility for
defining Group strategy. It also reviews the fun-
damental plans and objectives of the enterprise
and identifies external risks and opportunities.

Quorum
The Board of Directors is quorate and can pass
resolutions if at least half its members are pres-
ent. Resolutions are passed with a majority of
votes cast. When voting is equal, the Chairman
has the casting vote. Resolutions passed on the
following subjects require a qualified majority of
two thirds of members: purchase of a business,

sale of the business or of parts of it, appointment
or relegation of members of Group Management,
changes to the Standing Rules.

Meetings
The Board of Directors held three ordinary - full-
day - meetings in 2003, including a two-day
strategy meeting. Attendance at ordinary meet-
ings was 100 percent. In addition, various
extraordinary meetings and telephone confer-
ences took place. The main topics of concern to
the Board of Directors in 2003 were further
development of strategy, future growth of the
Saia-Burgess Group, possible acquisitions, and
the 2004 budget.

Each year, the activities of the Board of Directors
are subjected to performance evaluation and any
potential improvements are highlighted.

Committees

Two standing committees support the Board of
Directors in the fields of accounting and auditing
(the Audit Committee) and of salary policy
regarding the Board of Directors and Group
Management (the Remuneration Committee). A
committee is quorate when the majority of its
members is present. The committees pass their
resolutions with the majority of members pres-
ent. Both committees are compaosed of qualified,
external Board members.




Audit Committee
Prof. Dr. Hans Caspar von der Crone (Chair-
man), Rudolf Lyner and Richard Flury.

The Audit Committee supports the Board of
Directors in monitoring the management of the
Group, examining and making recommendations
to the Board of Directors regarding the form of
accounting, the organisation and content of finan-
cial control, and financial reporting to sharehold-
ers and the wider public. This committee also
scrutinises the activities of the external auditing
company and of the Group auditor.

In 2003 the Audit Committee met four times
(including one telephone conference). Topics cen-
tral to the activities of the committee in 2003 were:
annual and interim accounts, financing of the
Group, audit reports, pension fund obligations.

Remuneration Committee
Budolf Lyner (Chairman), Prof. Dr. Hans Caspar
von der Crone and Dr. Peter Wirth.

The Remuneration Committee assesses appli-
cations to the Board of Directors to nominate or
relegate members of Group Management and
defines the work contracts of the Chairman, Board
Delegate and members of Group Management.

In the area of remuneration, the committee
defines the salary and pension plans of Group
Management, makes recommendations to the
Board of Directors about the level and composi-
tion of remuneration for members of the Board of
Directors, and determines the level and composi-
tion of remuneration for the Chairman, Board
Delegate, and members of Group Management.

In 2003 the Remuneration Committee met
three times. The main items on the agenda han-
dled by the committee in 2005 included remuner-
ation for the Board of Directors and Group Man-
agement.

3.6 Competency arrangements
The Board of Directors has delegated operational
management of the Saia-Burgess Group to Group
Management. The responsibilities of the Board
of Directors and its committees, together with
rules defining competences in relation to Group
Management, are set out in the Standing Rules.
These include, in particular: monitoring and
review competences for the Board of Directors
with the direct support of external consultants;
and the provision of continuous, comprehensive
information to all Board members. The Stand-
ing Rules may be consulted on www.saia-
burgess.com (Corporate/Group/Standing Rules).

3.7 Information and control instruments

regarding Group Management
Alongside a commentary on the state of business,
all members of the Board of Directors receive
each month a consolidated profit and loss
account, consolidated balance sheet and a cash-
flow statement with comments. Members of
Group Management regularly participate in
meetings of the Board of Directors. At each meet-
ing, the Board of Directors is informed by Group
Management of the current state of business and
important business news. The Board of Directors
systematically assesses business risks, at least
once a year.
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4 Group Management

Preben Sundenaes

Daniel Hirschi Theodore Ristoff

4.1 Members of Group Management {on January 1, 2004)

Daniel Hirschi (*1956)

Chief Executive Officer
and Board Delegate,
Swiss/Italian national.
HTL engineer, Harvard
AMP,. Joined Saia-Burgess
in 1983, previous func-
tions: Director of Business
Area Switches, Director
of Automotive Division.

Preben Sundenaes (*1948)
Chief Financial Officer,
Danish national. Char-
tered Management Accoun-
tant. Previous work:

1980 to 1985 Contract
Accounting General Man-
ager at I'TT Standard,
Basle (CH). 1985 to 1991,
Finance Director of
Hawker Siddeley Power
Engineering Ltd., Lough-
borough (GB). Joined Saia-
Burgess in 1991.

Marc-0Olivier Lorenz (*1942)
Director Automotive
Division, Swiss/German
national. Graduate lic. oec.
HEC. 1986 to 1999 in
various functions with
Dana Corporation CH,
UK, F, ultimately as Euro-
pean Sales and Marketing
Director. Joined Saia-
Burgess in 1999, until end
2000 Deputy Director
Automotive Division.

Antheny Smith (*1960)
Director Industry Divi-
sion, American national.
Bachelor of Arts in Engi-
neering Sciences.

1991 to 2000 with Tyco
Electronics AMP GmbH,
Bensheim (D), ultimately
as Divisional General
Sales Manager. Joined
Saia-Burgess in 2001.

Marc-Clivier Lorenz

Jirgen Lauber

Jiirgen Lauber (*1961)
Director Controls Division,
German national. Univer-
sity of Karlsruhe, Electro-
technical Engineering.
1997 to 1999 with

Endress + Hauser S.p.A.
(D, member of general
management, previously
with Hauser Elektronik
GmbH (Parker Hannifin
Group (D)). Joined Saia-
Burgess in 1999, until end
March 2002 Deputy Direc-
tor Controls Division.

Theodore Ristoff (*1938)
Director North American
Activities, American natio-
nal. Degree in Marketing
and Business Administration
from Wright State Univer-
sity, Dayton, Ohio. Joined
Saia-Burgess in 2001, pre-
viously General Manager
of Ledex & Dormeyer.

Peter-André Schmid
Anthony Smith

Peter-André Schmid (*1953)
Director Corporate Ser-
vices, Swiss national.
Graduate lic. ocec. HSG.
1981 to 1985 Commercial
Manager Frutiger Inter-
national, Frutiger Sohne
AG (CH). 1985 to 1990
Ascom (CH) Divisional
Accounting and Controlling
Manager, member of
Divisional Management.
1991 to 1992 Haco AG
(CH), Finance Director.
Joined Saia-Burgess in
1992, previous functions:
Finance Director of
Murten Plant, Plant
Director.




4.2 Other activities and ties of interest
Members of Group Management exercise no
other activities and have no ties of interest of any
kind that would be relevant for the Saia-Burgess
Group.

4.3 Management contracts
Neither Saia-Burgess Electronics Holding AG,
nor any of its Group companies, have concluded
any management contracts with third parties.

5 Remuneration, participations and loans

5.1 Procedure for determining remuneration

and participation programmes
The Remuneration Committee makes recom-
mendations to the Board of Directors about the
level and composition of remuneration for mem-
bers of the Board of Directors, and defines the
remuneration of the Chairman, Board Delegate
and members.

The remuneration of the Board of Directors
takes the form of a fixed payment dependent on
function, with particular consideration to spe-
cific duties. Remuneration is paid in cash and in
the form of share options.

The remuneration of members of Group
Management takes into consideration duties,

annually by the BRemuneration Committee.
Remuneration is paid in cash and in the form of
share options.

Share option plan
To cover share options issued under the share
option plan, conditional capital amounting to
CHF 1,525,000 was created on entry to the stock
market on May 11, 1998. Further conditional
capital amounting to CHF 800,000 was created
for the same purpose by the Annual General
Meeting on May 8, 2003.

In accordance with share option plans from
1998 to 2003, members of the Board of Directors,
Group Management and other members of man-
agement received in total 38,950 options free of
charge.

According to the share option plan for the
years 1998 to 2000, an option entitles the holder,
after a blocking period of three years and within
the subsequent two years, to purchase a Saia-
Burgess share. According to the share option
plan from 2001, the blocking period ends after
three years at the earliest and the exercise
period extends to a three-year maximum. The
price at which options are exercised follows the
average market price at the time of issue. The
exercise of options has no effect on the profit and
loss account.
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performance, state of business and the market
situation. The variable proportion of remunera-
tion depends on business success and is defined
Details on share option plan
Issued Exercise Expiry of Expiry of Exercised
31.12.2003 price in CHF blocking period exercise period 31.12.2003
Options 8,200 340 01.04.2001 10.05.2004 2,800
Options T 200 T 00 ioosaon 1055006 1500
optons 1800 340 01042002 01.042006 675
5 options 7250 50 01.04.2003 01042005
options 5400 5755 01.08.2004  31.07.2007
oOptions 8075 3 01.042005  01.042008
options 225 295 01.04.2006  01.042009
Total 38.950 4,975
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5.2 Remuneration of executive officers
In 2003 a total of CHF 2,571,319 (2002: CHF
2,621,137) was paid out in cash to the executive
member of the Board of Directors and to mem-
bers of Group Management and 2,250 (3,200)
options were issued free of charge.

Members of Group Management are entitled
to use a company car and have insurance cover
for old age, death and invalidity that is in line
with prevailing social welfare legislation in indi-
vidual countries. No conitracts of employment
with notice periods in excess of twelve months
exist within the Saia-Burgess Group.

Non-executive members of the Board of
Directors received overall remuneration of CHF
228,000 (CHF 228,000) in cash and 750 (750)
options issued free of charge.

5.3 Remuneration of former executive officers
In 2003, CHF 156,457 were paid to three former

executive officers.

Composition of remuneration 2003/2002

2003 2002

Number of Salaries/ Number of  Number of Salaries/ Number of

people fees options people fees options

Non-executive members of the Board of Directors 5 228000 0 5 228000 780
iembers of Group Management lincl exec. member) 7 2571319 2250 72621137 7500
Former members of Group Management 3 156,457 0 3 264,847 ]

5.4 Share allocation in report year
The Saia-Burgess Group exclusively allocates
share options. No shares were handed over in
the report year.




5.5/5.6 Share ownership and options
As of December 31, 2003, members of the Board
of Directors and Group Management held the
following shares and options:

Expiry of Expiry of
Number of Number of Year Exercise blocking exercise
shares options assigned price in CHF period period
Non-executive members of 4,903
Board of Directors 1500 1998 360 01.042001 10.05.2004
G 1998 400 10.05.2001  10.05.2004
T T T T e 2000 650 01.04.2003  01.04.2005
""""""""""""""""""""""""""""""""""""""""""""""" 750 2001 575 01.08.2004 31.07.2007
e 7302002633 01042005 01042008
"""""""""""""" 750 2003 295 01.042006 01.04.2009
Executive memberof nas2
Board of Directorsand 2250 1998 360 01042001 10052004
Members of Group Management 1300 2000 450 01042003  01.04.2005
e 2001 575 (01082004  31.07.2007
""""""""""""""""""""""""""""""""""""" 3200 2002 433 01042005 01.04.2008
""""""""""""""""""""""""""""""""""""""" 2250 2003 295 01.04.2006 01.04.2009
Total 16,055 16,100

5.7 Additional fees and payments 6 Shareholder rights of involvement

In the 2003 financial year no additional fees or

payments were arranged.

5.8 Executive loans
There are no executive loans in existence,

5.9 Highest overall remuneration

The highest overall remuneration of the Board of
Directors for 2003 amounted to CHF 535,600
(CHF 550,800) plus 500 (750) options for the
Board Delegate and CEQO. The Chairman of the
Board of Directors received overall remunera-
tion for 2003 of CHF 108,000 (CHF 108,000) plus
350 (350) options. The Chairman and the Dele-
gate of the Board of Directors are additionally
entitled to the use of a company car.

Shareholders in Swiss limited (AG) companies
have extended rights of involvement and protec-
tive rights. The protective rights include, among
others, rights of inspection and information
(Swiss law governing rights and duties: OR 696,
697) the right to special examination, the right
to convene a general meeting (OR 699/111), the
right to raise issues, the right of appeal (OR 706 f),
the right to raise responsibility claims (OR 752 ff).
The rights of involvement include, above all, the
right to participate in general meetings, the right
to express opinions and voting rights (OR 694).
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6.1 Restriction and representation of voting

rights
No shareholder or group of shareholders can
represent more than 5 percent of share capital at
an Annual General Meeting. The Annual General
Meeting can revoke both restrictions with a
majority resolution.
Nominee entries: see page 37 (Capital structure).
A shareholder can arrange to be represented at
the Annual General Meeting by a legal represen-
tative or, with written power of attorney, by
another shareholder with voting rights, by the
executive agent, the independent voting agent,
or by a deposit agent.

6.2 Statutory quora
Regarding ballots, the articles of association of
Saia-Burgess Electronics Holding AG do not pro-
vide for any quora that deviate from the rules set
out in legislation. The articles of association may
be consulted on www.saia-burgess.com (Corpo-
rate/Group/Articles of association).

6.3 Convention of the Annual General Meeting
The ordinary Annual General Meeting takes
place each year within six months of the close of
a financial year. Extraordinary General Meetings
are convened as required by order of the General
Meeting or Board of Directors, or on application
from the statutory auditors, or at the written, jus-
tified request of shareholders who together rep-
resent at least 10 percent of share capital.

6.4 Agenda
The annual statement, statutory auditor’s report,
Annual Report, proposals to utilise net income
and proposals to amend the articles of associa-
tion are published with the invitation to the
Annual General Meeting. Shareholders who rep-
resent shares with a nominal value of CHF 1 mil-
lion may submit a written request setting out
proposals for an item to be included on the
agenda. No resolutions can be reached on items

not announced in this way, unless through a

proposals to convene an Extraordinary General
Meeting or to carry out a special audit.

6.5 Entries in share register

All shareholders entered on the share register
with voting rights will be admitted to a General
Meeting and entitled to vote. Entries to the regis-
ter of shares take place in accordance with the
statutory requirements, directly following sub-
mission of the application. For organisational
reasons, no new eniries will be made during the
10 days preceding a General Meeting. Share-
holders who dispose of their shares before a
General Meeting are not entitled to vote.

7 Change of control and defensive measures

7.1 Statutory purchase offer

According to art. 32, paragraph 1 of the federal
law (BEHG) governing stock markets and stock
dealing, a duty exists to submit a public purchase
offer when anyone, directly or indirectly,
exceeds the 33 1/3 percent threshold of voting
rights, regardless of whether these voting rights
can be exercised or not.

7.2 Change of control clause

If one or more persons acting together acquire
more than 33 1/3 percent of the capital of Saia-
Burgess Electronics Holding AG, options will be
immediately exercisable, regardless of the cor-
responding blocking periods. Any additional
taxes or duties incurred from such premature
exercise are to be borne by Saia-Burgess Elec-
tronics Holding AG.




8 Statutory auditors

8.1 Period of mandate and period in office of
lead auditor
The auditing company is elected each year by
the Annual General Meeting.
PricewaterhouseCoopers AG were elected as
statutory auditors in 2005 for the first time. The
lead auditor, Felix Roth, also took office in 2003.
In order to emphasise the independence of
the auditing company, PricewaterhouseCoopers
AG were entrusted with the auditing mandate,
while Ernst & Young AG, who had formerly been
responsible for auditing, tax consultancy and
other advisory work, since 2003 provides consul-
tancy services outside the auditing function to
the Saia-Burgess Group.

8.2 Auditing fees
For the 2003 financial year, fees to Pricewater-
houseCoopers AG amounted to CHF 546,500.

8.3 Additional fees
PricewaterhouseCoopers AG charged CHF 18,000
for consulting fees in the 2003 financial year.

8.4 Supervision and control instruments

relating to audits
The external auditors carry out their work within
the legislatory framework and according to the
principles of their profession, as required by the
circumstances. On the instructions of the Audit
Committee, the external auditors also carry out
additional work examining key risks identified
by the Aundit Committee. Group Management and
the Audit Committee are regularly informed of
findings and proposals for improvements. The
lead auditor participated in two meetings of the
Audit Committee.

9 Information policy

Rhythm and form of information

Saia-Burgess Electronics Holding AG has an
open, up-to-date information policy that treats
all target groups of the capital investment mar-
ket equally. Alongside the full Annual Report and
Interim Report, quarterly reports are also pub-
lished with sales, EBITA and profit figures. The
Group Statement is drawn up according to the
guidelines of IFRS (International Financial
Reporting Standards). In addition to the financial
results, Saia-Burgess Electronics Holding AG
provides regular information in the form of
media bulletins and shareholder letters about
current changes and developments. Complete
company data can also be obtained from
www.saia-burgess.com. The official journal for
company announcements by Saia-Burgess Elec-
tronics Holding AG is the “Schweizerische Han-
delsamtsblatt™.

Duty of ad hoc publication
As a comparny listed on the SWX Swiss Exchange,
Saia-Burgess Electronics Holding AG is obliged
to publish information that is relevant to its
share price (ad hoc publication, art. 72 of rules
governing quoted companies “Kotierungsregle-
ment”). These rules can be viewed under
www.swx.com/admission/listing rules_de.html.

In 2003 Saia-Burgess Electronics Holding AG
had no cause for ad hoc publication.

Contact for shareholders, media and analysts
Valeria Poretti-Rezzonico, Head of Corporate
Communications and Investor Relations,

T +41 26 672 72 04, v.poretti@saia-burgess.com

Agenda
20.04.04: Report on the 1st quarter 2004
06.05.04: Annual General Meeting in Murten
03.08.04: Interim Report 2004
19.10.04: Report on the 3rd quarter 2004
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= Saia-Burgess
= Key Figures

» ﬁ CHF .000 2003 2002 2001 2000 1999
- Sales 490,248 468874 458562 382,692 325,069
'.A_;g Earnings before interest, tax. depreciation
= and amortisation (EBITDA) 62,005 66,227 61,962 57.929 48,693
as b ofsales ] 12.6%  14T% 1358% 151 150%
Earnings before interest, tax and amortisation (EBITA) 38,597 42,472 40.118 39.896 32,795
as ol sales 7% 5 87k 104%  10T%
Earnings before interest and tax (EBIT) 32,898 37.529 35,087 39.170 32,508
— 3 OfSaleS e 67% 80% TT% 10Z%  100%
- Personnel costs 153,084 147,856 151,005 130,912 116,653
= asthofsales . S12% 315% | 329%  342%  359%
J Added value/employee cost 1.8 1.9 1.9 1.9 1.9
Research and development expenditure 28,240 26,845 26,738 19.516 16,182
35 0 O SaleS e 58% 57k 58k S51%  50%
; Depreciation of tangible fixed assets
i as % of the average net book value 18.2% 18.2% 17.3% 16.1% 16.7%
-~ 30151 Investments in tangible fixed assets 23,943 20.907 24,580 26,321 20,784
= a8 H O sl 49% A4S%  SA%  69h  &4%
j Cash flow from operating activities 49,257 42,876 33,683 38,705 20.911
7 Free cash flow (excluding acquisitions) 26,350 22,681 9,463 12,426 402
‘: Operating capital employed 271,929 274,425 282,582 167,337 148,287
Equity ratio 40.8% 37.1% 31.9% 41.3% 38.8%
2] Interest cover (EBIT/interest expense, net) 7.5 5.4 3.6 1.5 1.7
o
M Net income 20,786 22,928 18,618 26,67 21,666
asthofsales S 2% 49% LM% 0% 8T%
= Number of shares issued 610,750 610,750 410,750 610,000 610,000
Earnings per share CHF! 34.22 37.71 30.55 43.72 35.52
Diluted earnings per share CHF 3413 37.68 30.49 43.31 35.45
Cash flow per share CHF -2 81.69 84.53 74.61 74.48 62.05
: Number of employees as at December 31 3,185 2,809 2875 2,438 2,344
‘m ' Based on weighted average number of shares issued less treasury shares.
- ? Defined as net income plus depreciation and amortisation. divided by average number of shares.




Saia-Burgess
~inanciel Overview

Overview of results

Economic environment
For most of 2003 the global markets remained
difficult and it was increasingly challenging to
meet the targets set as the economy changed
very rapidly. As a consequence capital invest-
ments were delayed and consumers especially in
Europe held back purchases. However, during
the last quarter of 2003 the economy began to
recover and this recovery has continued into the
early part of 2004. Asia in the first half year was
affected by the SARS epidemic, however, after a
short period of time the region continued with its
aggressive growth rate.

In spite of the downturn in economic condi-
tions the Group’s results are satisfactory with
significant internal growth rates in the Automo-
tive and Controls Divisions. During the year, two
businesses were acquired fo complement the
existing product ranges of the Industry Division.
The Group further expanded production in low-
cost countries.

In 2003 non-recurring costs occurred due to
the set-up of new production facilities in Hun-
gary and China. The introduction of new prod-
ucts also resulted in additional operating costs.
Overall non-recurring costs amounted to approx-
imately CHF 1.7 million.

Results for the year

Sales
In 2003, the Group’s sales rose by 4.6% to CHF
490.2 million (2002: CHF 468.9 million).

Growth excluding acquisitions, and meas-
ured in local currency was 4.5%.

Acquisitions contributed CHF 10.2 million
(2.2%) to sales. The biggest impact on sales
(CHF 8.1 million) was due to the acquisition of
TH-Contact. This business was purchased in the
fourth guarter of 2002 and integrated into the
Group’s operations during 2003. As of July 1,
2003, the Group took over the remaining 80%
share of Cetronic AG. As this company was fully
consolidated for the last six months of 2003,
Group sales in 2003 rose by CHF 2.0 million. In
December 2003 the Group acquired the assets of
Otehall Switches Litd. and Otehall Tooling Litd.
which contributed CHF 0.1 million te consoli-
dated sales.

Exchange rate
movements, in a 7 S
year of continuing . )
strength of the CHF :
particularly against ;)’
the USD and GBP, '
reduced consolida-
ted sales by CHF 9.8
million or 2.1%.

Preben Sundenaes

Sales by principal market

The growth of sales in Germany is due to a sig-
nificant increase of sales in the Automotive Divi-
sion, which also includes a transfer of business
from France to Germany. North America was
strongly affected by the exchange rate as well as
by the weak economic environment mainly in
the first half of the year.

Changes on previous year

Growth

including
Total Total acqui-  Currency
In CHF million 2002 2003 sitions impact
Germany 137.7 175.7 +35.0 +3.0
France 658 569 94  +05
tay 335 360 14 a1
o 223 220 0 -13
OtherEU 317 307 15 405
Switzerland 223 287  +14
Other Europe 243 235  -10 02
North America 1069 921  -27 121
Asia 129 163 451 1.7
Restoftheworld 115 133  +18
Total 468.9  490.2 +31.1 -9.8

Gross profit

Gross profit overall increased by CHF 3.9 million
to CHF 133.2 million (CHF 129.3 million). Gross
margin decreased by 0.4 percentage points from
27.6% to 27.2%. Additional gross profit resulting
from acquisitions of CHF 3.0 million (0.6%) was
fully absorbed by negative exchange impacts of
CHF 3.3 million (0.7%). Without acquisitions and
excluding exchange impacts gross margin would
have been 28.0%. The ongoing cost optimisation
process and the good margins achieved on sales
from recently acquired business of TH-Contact
and Cetronic could not compensate for the
higher material content which mainly arose due
to the start-up of new products as well as the
adverse movement of exchange rates.
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EBIT

The Group’s operating expenses increased by
4.9% from CHF 90.8 million to CHF 95.3 million.
Measured at constant exchange rates, expenses
rose by 6.7%. Efficiency and reorganisation pro-
grammes showed savings in sales and marketing
where expenses were reduced by 1.3% from CHF
39.9 million to CHF 39.4 million. Owing to the
high level of projects, research and development
costs increased by 5.2% from CHF 26.8 million to
CHF 28.2 million. Administration and other oper-
ating expenses increased by 15.0% from CHF
24.0 million to CHF 27.6 million mainly due to
CHF 2.5 million (CHF 0.4 million) exchange
losses realised on operations.

Cost structure of the Group

as % of sales 2002 2003
Material 4_2.6 .43.3
Personnel costs - 315 312
Depreciaton 51 48
Other expenses 126 13.0
Operatingincome 82 77

Movements in key cost items showed mixed
progress. Material consumption predominantly
increased as a consequence of the introduction
of new products in the Automotive Division. On
the plus side personnel costs as a percentage of
sales decreased further due to the establishment
of new production sites in low-cost countries.

Other income and expense includes exchange
gains on loans of CHF 1.4 million (CHF 3.5 mil-
lion) and the net loss from associated companies
of CHF 0.7 million (CHF 0.4 million profit).
Included in the net loss from associated com-
panies is CHF 1.8 million (CHF 1.5 million) share
of the loss and goodwill amortisation from MiCS
and CHF 0.8 million (CHF 1.7 million) income
from the Asian companies as well as the net gain
of CHF 0.3 million realised on the disposal of
25% interest in Burgess-Defond Ltd. as of July 1,
2003.

EBITA decreased by 9.1% from CHF 42.5 mil-
lion to CHF 38.6 million in 2003.

Goodwill amortisation increased from CHF
4.9 million to CHF 5.7 million in 2003 due to
recent acquisitions.

Net financing cost decreased from CHF 5.9
million to CHF 4.4 million reflecting lower
amounts of loans, but to a greater extent a fur-

ther reduction of interest rates. Due to good

financial management, the margin over LIBOR
on the main loans was reduced from 1.3% to 0.9%.

The Group’s tax rate reduced from 27.6% to
27.0% in 20053. This was mainly due to the
expansion of the German tax group and a reduc-
tion of the applicable tax rate for several other
companies. At the same time the tax holiday
expired for a major Hungarian company.

Net income as a percentage of total sales
decreased by 9.3% to CHF 20.8 million (22.9 mil-
lion) and as a result basic earnings per share
amounted to CHF 34.22 (CHF 37.71). The impact
of dilution was minor and amounted to CHF 0.09
per share. Earnings per share are based on the
results recognised in the consolidated income
statement.

Divisional performance

As in the previous years the results of the Auto-
motive Division were of increasing importance.
In 2003, Automotive Division sales were 51.5%
(49.7%) of the total Group’s sales and 51.2%
(47.0%) on Group’s EBITA.

Automotive Division
Change on previous year
Internal  Exchange
fn CHF million 2002 2003 growth impact

Business commentary 2003
Automotive Division again significantly in-
creased activities in 2003 despite a negative
trend in the overall automotive industry. Sales
grew by CHF 19.3 million to CHF 252.5 million
(CHF 233.2 million). At constant exchange rates
sales increased by 8.8%.




The gross margin was influenced by continu-
ing pressure on sales prices, change in product
mix, and start-up costs of various projects with
production starts in 2004. This reduced the gross
margin to 20.0%.

EBITA decreased from 8.6% to 7.8% of sales
mainly due to negative currency impacts of CHF
1.8 million. At constant exchange rates the
EBITA margin remained at the level of the previ-

The gross margin henefited from the ongoing
restructuring activities initiated over the past
few years and increased from 28.0% to 29.2%.
The additional gross profit achieved on the
acquired business compensated for negative
exchange impacts. Gross margin of 29.4%
achieved on the produci lines acquired was
affected by non-recurring start-up costs.

The primary reason for the EBITA margin ero-

ous year. sion was exchange rate effects with regard to the

USD exchange rate against European currencies.

Industry Division Controls Division

Change on previous year Change on previous year

Internal Exchange Aquisition Internal  Exchange
In CHF million 2002 2003 growth impact impact In CHF million 2002 2003 growth impact
Sales 1931 1918 -2.0 -95 +10.2  Sales 426 459 +2.4 +0.9
changein% 207% -11% -49% +53% changein%  78%  +5.6%  +2.2%
Grossprofit 540 559 +17  -28  +30 Grossprofit 5.4 268 A3 401
as%ofsales | 280% 29.2%  as%ofsales  59.6% 883%
EBITA 159 141 -10 -23 415 EBITA 26 41 a7 02
as%ofsales  82% 73%  as%ofsales 62% 89%
changein%  -115%  changein% 541%
BT 121 96  EIm 26 41 A7 02
as%ofsales  63% 50%  as%ofsales ¢ 62% 8%
changein%  -208% " changein% 51% 52153

Business commentary 2003
Industry Division slightly decreased sales by
CHF 1.3 million (0.7%) to CHF 191.8 million
(CHF 183.1 million). At constant exchange rates
and excluding acquisitions sales reduced by CHF
2.0 million (1.1%). Negative exchange rate
impacts attributable mainly to the weakening of
the USD against the CHF and GBP amounted to
CHF 9.5 million. Acquisitions of TH-Contact,
Cetronic and Otehall increased sales by CHF 10.2
million (5.3%). TH-Contact provides the Industry
Division with a completely new product range
which ideally complements the existing range of
switches.

Excluding currency impacts and acquisitions,
sales to the European and Asian markets in-
creased by 1.4% despite the fact that there was
no significant economic growth in Europe and
that Asia was affected by the SARS epidemic dur-
ing the first half year.

Measured at constant exchange rates North
American sales reduced by CHF 4.2 million
mainly due to the difficult market conditions but
were also hit significantly by a negative
exchange conversion impact of CHF 9.1 million.

Business commentary 2003
Controls Division increased sales in 2003 by
CHF 3.3 million or 7.8% to CHF 43.9 million. At
constant exchange rates and excluding any
acquisition impacts sales rose by 5.6%.

Gross profit increased by CHF 1.4 million to
CHF 26.8 million. The gross margin slightly
decreased by 1.3 percentage points to 58.3% as a
result of a major project which involved the use
of a subcontractor.

EBITA increased by CHF 1.5 million to CHF
4.1 million. The increase is primarily due to
higher sales but a constant level of overheads.
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Financial position

Liguidity and capital resources
Consolidated cash balances increased by CHF 0.5
million to CHF 23.5 million in 2003.

Changes on
In CHF million 2002 2003  previous year
Operating cash flow before
working capital changes 62.9 635 +0.6

Operating cash flow before working capital
changes improved by CHF 0.6 million. The
change is reflecting not only higher sales but as

well the pressure on the cost side and especially
the adverse movement of exchange rates.

Cash generated from operations included an
increase in working capital from CHF 54.1 mil-
lion to CHF 56.2 million in 2003. Compared to the
previous year the cash requirement is reflected
in higher inventory and receivables mainly due
to higher sales in the fourth quarter of 2003.
Increased stock levels are also attributable to
inventory taken over from acquired companies
and new production sites in Hungary and China.

Cash flow from operating activities included
the outflow of cash for interest of CHF 4.4 million
(CHF 5.9 million) and taxes of CHF 6.5 million
(CHF 15.9 million). Cash out for interest reduced
by CHF 1.5 million as a result of lower interest
rates. The amount of taxes paid was CHF 7.4 mil-
lion below the previous year, as 2002 included
cash out relating to final tax assessments with
respect to earlier periods.

Cash flow from investing activities increased
from CHF 24.2 million to CHF 26.3 million in
2003. The amount includes CHF 23.8 million
(CHF 20.4 million) of capital expenditure, divi-
dends received from associated companies of
CHF 0.9 million (CHF 0.3 million), and CHF 3.4
million (CHF 3.9 million) cash used for acquisi-
tions net of divestments.

The increase in capital expenditure of CHF
3.4 million was mainly due to the expansion in
Hungary, new automated lines for switches in
Germany and an additional automated automo-

tive motor line in Switzerland.

Net cash used in acquisitions decreased by
CHF 0.5 million to CHF 3.4 million (CHF 3.9 mil-
lion). The amount consists of an additional
investment in MiCS (CHF 1.0 million), the acqui-
sition of the business and assets of Otehall
(CHF 2.3 million), additional costs relating to
TH-Contact (CHF 0.5 million) as well as cash
received for the disposal of 25% interest in
Burgess-Defond Ltd. (CHF 1.3 million). Also
included are CHF 0.9 million paid for Cetronic
AG in 2003. Of the total purchase price for
Cetronic AG of CHF 4.6 million, net of CHF 0.4
million cash, an instalment of CHF 1.2 million
was paid in 2002 and the remaining amount of
CHF 2.5 million is due in 2004.

Cash flow from financing activities increased
from CHF 12.2 million to CHF 22.9 million in
2003. This was mainly due to CHF 0.3 million
working capital loans drawn down in 2003 com-
pared to CHF 9.2 million in the previous yvear as
well as loan repayments of CHF 17.4 million
(CHF 14.7 million).

Free cash flow, defined as cash flow from
operating activities less cash flow from investing
activities, excluding acquisitions amounted to
CHF 26.4 million (CHF 22.7 million).
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Asset and capital structure

Equity and gearing
The Group’s capital structure was as follows:

In CHF million 2003 2002
Cash 235 232
Short-term debtand loans 1077 1303
Netdebt 842 1071
Shareholders equity 159.2 139.4
Total capital employed 2634 24685
Gearing [net debt/shareholders’ equity] 52.9%  76.9%
Net debt/total capital employed 34.6% 435%

The Group’s net debt position further reduced as
a consequence of scheduled repayments. As
bank loans and borrowings are mainly taken out
in USD and EUR, net exchange gains of CHF 6.5
million were significant due to the fact that the
CHF strengthened versus the USD but weakened
against the EUR.

The level of gearing reduced considerably by
24 percentage points as a result of lower net debt
and increased retained earnings within share-
holders’ equity.

e

Preben Sundenaes
Chief Financial Officer
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Consolidated
Balance Sheet

CHF .000 Motes  31.12.2003  31.12.2002
Assets

Cash ) 23,489 23,162
Trade receivables T TTTTw 21 70775 63743
Other receivables and prepayments 7 22 17632 15535
Inventories T 23 57,812 51575
Current assefs 169,708 154,015
Land and buildings T 24 56143 56052
Machinery and equipment T 24 73651 71,035
Deferred tax asset T 37 7459 7,693
Goodwill 25 76305 78,107
Investments in associates T 26 6631 9,217
Non-current assets 220,189 222,104
Total assets ” 389.897  376.119

Liabilities and shareholders’ equity

SO N Ot e 27 ..09484 94,304
Trade payales 53,464 44,430
Qther payables and acCruals | e 28 36517 32274
Tax liabilities 4,498 1,828
Short-term liabilities 153,963 132,834
Longliarm aana 7 g s
Longrtermpravisions ... 200 8518 4758
Deferred tax liabilities 3.7 19,944 21,174
Long-term liabilities 76,699 103,920
Total liabitities 230,662 236,756
St capial T i
Reserves 128,697 108,825
Total shareholders’ equity 159,235 139.363
Total liabilities and shareholders’ equity 389.897  376.119
Operating capital employed T 315 271929 274425




Consolidated Statement

of Income

CHF .000 Notes 2003 2002
Sales 3.1 490,248 468,874
Cost of sales 357,055 339,565
Gross profit 3.1 133193 129,309
Solesandmarketing ... 3042k 3993
Researchand development e 32 W20 26845
Administration/other operating expenses 27,624 24,020
Total operating expenses 95,288 20.800
Operating income 37.905 38,509
before goodwill amortisation and other items

Soodwillamortisation .25 B -9
Other income/expense, net 35 692 3,963
Earnings before interest and tax (EBIT) 31 32,898 37,529
Interest expense, net T 3.6 4405 5868
Income before tax 28,493 31,661
Currenttaxation o 30835 3522
Deferred taxation 3.7 -1,218 5,211
Total income taxes 7,707 8,733
Net income 20,786 22,928
Earnings per share [EPSIinCHF kb 2 3
Diluted earnings per share in CHF 4.4 34.13 37.68
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Consolidated Statement
of Cash Flows

CHF .000 2003 2002

Incame before tax
Bepreciation of tangible fixed assets

Decrease [Increase] in investments in associates, net

Increase in long-term provisions

Interest expense, net

Operating cash flow before working capital changes

lincrease) Decrease of trade receivables -5,205 -1,656
lIncrease in] other currentassets T o5gg 4883
(Increase) Decrease of inventories 777775061 -1,054
Increase of trade payables T 8492 4447
Increase of other current liabilities T 1001 2936
Cash generated from operations 60,124 62,658
Interestpaid 04 25,896
Income taxes paid T 63 13,886
Cash flow from operating activities 49,257 42,876
Purchase of plant and equipment T “22,694 19,692
Purchase of land and buildings T 049 Ty 275

Proceeds from disposals of tangible fixed assets

Dividends received from associates

Cash used for acquisitions less divestments
Cash flow from investing activities

Purchase, sale of treasury shares, net e 18 -620
Dividends paid e 28066 26,708
ICrease N I0aNS e 329 9,206
Repayment of loans -17,453  -14,659
Cash flow from financing activities -22.872 -12.181
Effect of foreign currency translation T T 913
Net increase in cash 327 5,632
Cash at beginning of the year T 03062 17,530
Cash at end of the year 23,489 23,162

Free cash flow (defined as cash flow from operating activities )
less cash flow from investing activities excluding acquisitions) 26350 22,681
EBITDA 62,005 66,227




Consolidated Statement
of Shareholders’ Equily

Total

Total share Share  Treasury Fairvalue  Retained Total shareholders’

CHF .000 capital  premium shares reserves  earnings reserves equity
Balance as at January 1, 2002 30.538 36,107 -602 20,858  32.754 89.117 119.655

Currency translation adjustment

Balance as at December 31, 2002 30.538 36,107 -1.222

Netincome 2003 T 20786 20786 - 20,786
Purchase, sale of treasury shares, net 318 7 318 318
Dividend T 0066 6,066 -6,066
Depreciation transfer of building revaluation 401 w T
Currency translation adjustment 7 4836 4834 4,834
Balance as at December 31, 2003 30,538 36,107 -904 20,056 73,438 128,697 159,235

' Opening balances as of January 1, 2002 were restated for a change in presentation. Total shareholders’ equity remains unchanged.

The share capital as at December 31, 2003, consists of 610,750 registered shares of CHF 50 nominal
value each. As at December 31, 2003, the Group owned 2,864 (2002: 3,594) treasury shares. As at
December 31, 2003, the conditional share capital amounted to CHF 2,287,500, representing 45,750
shares compared to the previous year of CHF 1,487,500, representing 29,750 shares.

Together with the restructuring of the Group in early 1998, certain assets were revalued on the
basis of independent valuations. The resulting net effect was booked to fair value reserves. This
reserve also includes a value adjustment on MiCS (note 2.6) of CHF 3.0 million recorded in 2001 when
it was held as an available-for-sale investment.
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Notes
to the Consolidated Financial Statements

1. Summary of significant accounting policies

1.1 Basis for consolidation, valuation and presentation of the financial statements
The consolidated financial statements of the Group are prepared in accordance with International
Financial Reporting Standards (IFRS) as published by the International Accounting Standards Board
(IASB). They have been prepared under the historical cost convention except as disclosed in the
accounting policies below. The Board of Directors approved the consolidated financial statements on
March 9, 2004, for submission to the Annual General Meeting of the shareholders on May 6, 2004.

The consolidated financial statements of the Group are based on uniform, generally accepted
accounting principles applicable for all Group companies. Balance sheets and profit and loss accounts
of subsidiaries are consolidated from the date on which effective control is transferred to the Group
and no longer consolidated from the date that control ceases. Companies over which the Group exer-
cises significant influence (generally 20% to 50% voting interest) are accounted for under the equity
method of accounting. Investments in which the Group has less than 20% of voting interest are clas-
sified according to IAS 39 as available-for-sale investments within non-current assets and carried at
fair value. The principal operating Group companies are listed on page 79.

All inter-company balances, transactions and inter-company profits are eliminated on consolidation.

1.2 Use of estimates
In preparing the financial statements in accordance with IFRS, certain assumptions need to be made
which affect the reported values of assets and liabilities, the statement of income and the disclosure
of contingent assets and liabilities. The assumptions are based on forecasts and estimates at the time
the financial statements were prepared. Actual results will defer from estimates.

1.3 Foreign currency translation
Assets and liabilities of foreign Group companies and foreign currency balance sheet items are con-
verted at year-end exchange rates, while income and expenses are converted at the average
exchange rate for the year. Exchange rate differences arising from the translation of transactions and
balance sheet items in foreign currencies are dealt with in the statement of income for the year.
Revaluation impacts resulting from the translation of intra-group loans established to finance long-
term investments as well as differences arising from the translation of the financial statements of for-
eign Group companies are adjusted for directly against shareholders’ equity. On disposal or repay-
ment of such loans the accumulated translation differences are recognised in the income statement.

The following foreign exchange rates have been applied:

Year-end rates  Year-endrates  Average rates  Average rates

Currency Units 31.12.2003 31.12.2002 2003 2002
co 100 9599 8802 9617 99
ONY % 803 1678 1630 1887
EUR T v 156 145 182 147
e T 221 a2 T 20T o3
ko T 100 1600 779 s 2000
HUF w0 060 062 040 0ol
TN " 091 o2

yso T T 124 39 i3 T




1.4 Financial risk management
The Group’s operating activities expose it to a certain level of interest rate, credit and foreign
exchange rate risk. Individual categories of risk are continuously monitored and adjusted in relation
to the overall risk exposure of the Group.

The Group’s financial risk management policy defines an appropriate balance between business
risks entered into, resulting profits and the potential effects on shareholders’ equity. Operating units
manage financial risks within delegated limits. The objective is to reduce financial risks by balancing
the cost of hedging against the amounts at risk.

Derivative financial instruments are entered into for any underlying risk in accordance with the
Group’s risk policy.

The fair value of investments classified as available-for-sale investments is estimated by consider-
ing future cash flows. The fair value of long-term borrowings is based on the current debt with the
same maturity and credit risk profile.

Interest rate risk
The Group is exposed to interest rate fluctuations due to movements in financial markets. In order to
hedge those risks, interest swaps may be entered into. The consequential financial effects of such
contracts are recognised as financial income or expense in the profit and loss statement.

Credit risk
The Group continually monitors receivables and assesses the creditworthiness of new customers to
manage exposure to credit risk.

Exchange rate risk
The Group attempts to minimise currency exposure by matching operating income and operating
expenses in foreign currency. Any residual risk is controlled using hedge contracts (swaps, options)
entered into in accordance with financial risk policy.

1.5 Financial instruments
Financial instruments comprise cash, derivative financial instruments, investments, receivables and
financial liabilities.

Valuation at fair value
In view of their short-term maturity, the carrying amount of cash, receivables, short-term debt, trade
and other payables approximate to their fair values.

Derivative financial instrumenis
All such instruments are initially recorded at purchase cost including transaction cost at the date of
inception and are subsequently carried at fair value. Generally they do not qualify for hedge account-
ing under TAS 39. Changes in value are recognised as financial income or expense in the profit and
loss statement as they arise. As at December 31, 2002 and 2003, the Group did not hold any derivative
financial instruments.
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Notes
to the Consolidated Financial Statements

1.6 Cash and cash equivalents
Cash and cash equivalents consist of cash on hand and bank account balances as well as fixed-term
deposits with a maturity of three manths or less.

1.7 Financiat assets
Financial assets are classified as follows:
o financial assets held for trading purposes
o financial investments to be retained until final maturity
o credits or debts granted by the Group
o available-for-sale financial investments
After initial recording available-for-sale investments are carried at fair value. Any change in value
is recognised in shareholders’ equity as it arises.

1.8 Trade receivables
Trade receivahles are stated at their net realisable value. An allowance is made for douhtful receiv-
ables based on a periodic review of all outstanding amounts.

1.9 Inventories
Inventories are valued at purchase price or manufacturing cost at the lower of cost or net realisable
market value. Bought-in goods are valued according to the FIFO method (first in, first out). Material
and direct labour costs together with production overheads are included in the manufacturing costs for
goods produced by the Group itself.

1.10  Tangible fixed assets
Land and buildings are valued at fair market value based on independent property valuations that are
updated every three to five years. Revaluation effects are adjusted for directly against shareholders’
equity.
Machinery and equipment are valued at purchase or manufacturing cost less accumulated depreciation.
Depreciation is calculated on a straight-line basis over the expected useful life of the assets concerned.
The following aspects are taken into consideration when determining the useful life of fixed assets:
the physical lifespan;
the company’s replacement policy;
market or technical obsolescence;

0o o o g

contractual or legal restrictions.

The estimated useful life for depreciation purposes is:

ke no depreciation
Buldings 40-50 years
Machineryandtooling 3-10 years
Furnitureand vehicles 3-10 years

1.11  Intangibles and goodwill
Acquisitions are accounted for using the purchase method. Any amount arising as difference between
the purchase price and the fair value of assets acquired is recorded as goodwill and amortised on a
straight-line basis over the expected useful life. Goodwill resulting from acquisition of investments is
amortised over a period of 20 years whereas goodwill resulting from asset deals is amortised over a
period of 5 years.

Research and development expenditure is recognised as an expense as incurred since the criteria
for its recognition as an asset are not met.




1.12  Investment in associates

The Group’s investments in its associates are accounted for under the equity method of accounting,.
These are entities in which the Group has significant influence and which are neither subsidiaries
nor joint ventures of the Group. The investments in associates are carried in the balance sheet at cost
plus post-acquisition changes in the Group’s share of net assets of the associates, less any impairment
in value. The income statement reflects the Group’s share of the results of operations of the associ-
ates. The Group’s investment in its associates includes goodwill (net of accumulated amortisation) on
acquisition, which is treated in accordance with the accounting policy for goodwill stated above.

1.13  Impairment of assets
Tangible and intangible fixed assets as well as financial instruments are reviewed for impairment,
whenever events or changes in circumstances indicate that the carrying amount of an asset may not
be recoverable. Whenever the carrying amount of an asset exceeds its recoverable amount, an
impairment loss is recognised in the income statement.

The recoverable amount is the higher of an asset’s net selling price and value in use. The net selling
price is the amount obtainahle from the sale of an asset in an at arm’s length transaction, while value
in use is the present value of estimated future cash flows expected to arise from the continuing use of
an asset and from its disposal at the end of its useful life. Recoverable amounts are estimated for indi-
vidual assets or, if it is not possible, for the cash-generating unit.

1.14  Short-term debt
Short-term debt comprises current account overdrafts from banks and the element of long-term debts
which fall due for repayment within one year of the balance sheet date.

1.15 Revenue recognition
Revenue is recognised when it is probable that the economic benefits associated with the transaction
will flow to the enterprise and the amount of the revenue can be measured reliably. Sales are recog-
nised net of sales taxes and discounts when delivery has taken place and transfer of risks and rewards
has heen completed. They are net of customer returns.

1.16  Provisions
Provisions are recognised
o for an obligation of a past event
o and as a result an outflow of resources will be most probable
o and a reliable estimate can be made of the amount of the obligation.

Provision for restructuring cost is recognised at the time a detailed formal plan is authorised. A
restructuring provision includes only the direct expenditure arising from the restructuring and is not
associated with the ongoing activities of the Group.
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Notes
to the Consolidatea Financial Statements

1.17  Retirement benefit costs
The Group maintains various retirement plans structured in compliance with local legal require-
ments. These plans are generally independent of the Group. Adequate provisions are made by Group
companies that have retirement commitments but do not operate external pension schemes. These
provisions are based on independent actuarial valuations which are obtained at regular intervals.

Actuarial gains and losses are recognised as income or expense when the cumulative unrecog-
nised actuarial gains or losses for each individual plan exceed 10% of the higher of defined benefit
obligation and the fair value of plan assets. These gains or losses are recognised over the expected
average remaining working lives of the employees participating in the plans.

1.18  Income taxes
Income taxes payable on the taxable profits of the individual companies are fully provided for in
accordance with the tax regulations in force in the respective countries.

Temporary differences arise from differences between the carrying amounts of assets and liabili-
ties and their tax value. Deferred tax adjustments are calculated for all temporary differences arising
at current tax rates.

Tax loss carry-forwards are only reported as deferred tax assets when it can be reasonably
assumed that future taxable income will be sufficient to secure tax advantage by offsetting losses.

Provisions are not made for deferred taxes on the undistributed earnings of consolidated com-
panies since the Group can decide itself when dividends are to be distributed.

119 Grants
Grants are only accounted for when there is reasonable assurance that they are non-refundable.
Grants relating to expenditure on tangible assets are deducted from the cost of the assets.

1.20  Stock options plan
The Group operates a share option plan for key managers and the Board of Directors of the Group.
The diluting effect on earnings per share is taken into account if the market price exceeds the deter-
mined exercise price.

121 Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in
the current year.




2. Notes to the consolidated balance sheet

2.1 Trade receivables
CHF 000 31.12,2003  31.12.2002
Trade receivables 73,022 65,750
Provision for doubtful accounts T 0 22,007
Total 70,775 63.743
2.2 Other receivables and prepayments
CHF .000 31.12.2003  31.12.2002
Other receivables 13,039 11,824
Prepayments 4593 3711
Total 17.632 15,535

Other receivables mainly consist of VAT and other short-term tax receivables.
Prepayments as at December 31, 2003, include CHF 3.6 million (2002: CHF 1.5 million) prefinancing

for tools under construction.

2.3 inventories

CHF .000 31.12.2003  31.12.2002
Raw materials and components 35,079 31,902
Workinprocess 6787 6433
Finished products (including purchased goods] 15,946 13,240
Total 57.812 51,575

The value of the inventories is net of a provision of CHF 6.8 million (2002: CHF 5.1 million) for obsolete

and slow-moving items.
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Notes
to the Consolidated Financial Statements

24 Tangible fixed assets

Totatl
Total machinery
land and and
CHF .000 Land  Buildings buitdings  Machinery Tooling Other equipment
Cost/revalued amount
Balance January 1, 2002 11,821 70,436 82,257 117515 61,854 30,207 209,576
Exchangedifferences 233 -1597 1830 3365 -1919 1070 635
Additions from acquisition
of subsidiaries 365 365
Addiions 2002 77 11k 1221 8486 6484 4385 19,355
Disposals2002 78 78 1,957 130 -455 2,542
Balance December 31,2002 - 11,665 70,061 81726 12104k 66289 33,067 220,400
Exchange differences 70 511 581 682 841 307 1,830
Additions from acquisition T
of subsidiaries 205 305 1348 1,838
Additions 2008 52 1,197 1249 10121 8104 4,489 2269
Disposals 2003 . 52 52 1931 394 1,53 3,073
Balance December 31,2003 - 11787 71,717 83504 130,121 75933 37,655 243,709

Accumulated depreciation
Balance January 1, 2002

Additions2002 1507 1507 10317 7945 3986 222
Disposals2002 g 18 1039 680 400 2,119
Balance December 31,2002 25674 25674 78309 47,297 23759 149,36
Exchange differences 155 942 538

Adaons 2003 ey s e i Aas
Disposals 2003 7 _qmg 254 1585 3,027

Batance December 31, 2003

Net book values

Balance December 31,2002 11665 44387 56052 42735 | 18992 9308 71,03
Balance December 31, 2003 11787 44356 56,143 42142 20012 11497 73,651

The Group’s land and buildings were revalued for the first time in 1995, then in 1999 and most
recently in 2002, by independent valuers. Valuations were made on the basis of the market value for
existing use. The book values of the properties were adjusted to the revaluations and the resultant
surplus net of deferred income taxes was credited to fair value reserves in shareholders’ equity.

If land and buildings were stated on the historical cost basis, the amounts would be as follows:

CHF .000 2003 2002
0 08 54,661
Accumulated depreciation 23,352 22,066

Net book value 33,087 32,595




25 Goodwill

Original
Amartisation amount 31.12,.2002 Amortisation Increase 31.12.2003
in years CHF ,000 CHF ,000 CHF .000 CHF ,000 CHF .000
BM. Instruments (BMI) S . 2899 848 8% 296
TH-ContactAG ] S 1804 W73 e 567 ......1:353
LTD Locking Technologies
and Devices GmbH ] I 4529 .. 2275 D B0
Ledex & Dormeyer companies 0 81972 738N A09Z 69,719
CRtroniC AG ] S A Te 1901 1712
Otehall Switches Ltd.
and Otehall Tooling Ltd. 5 1,429 24 1,429 1,405
Total 78,107 -5,699 3.897 76.305

TH-Contact AG
As of September 30, 2002, the Group acquired part of the activities of TH-Contact AG, Switzerland,
and integrated this business in the course of 2003 into the UK operations.

Impact of the acquisition of TH-Contact AG to the Group’s financial statements:

CHF ,000 30.9.2002 Increase 2003 Total
Tangible fixed assets 365 365
Provisions gy 567 - -1,214
Total net assets acquired 22 567 ~849
Purchase price, net of cash -955 -955
Goodwill -1,237 ~-567 -1.804

Subsequent to the initial estimation of the fair values of the assets and the liabilities acquired, the
goodwill has been increased by CHF 0.6 million in 2005.
This increase relates to additional costs incurred directly related to the purchase.

Cetronic AG
Effective January 6, 2003, the Group acquired a 20% shareholding in Cetronic AG, Switzerland, for
CHF 1.2 million.

As of July 1, 2003, the remaining 80% were purchased for CHF 3.4 million, net of cash. Cetronic
AG manufactures subsystems within the Industry segments.

Of the total purchase price of CHF 4.6 million, net of CHF 0.4 million cash, an instalment of CHF
1.2 million was paid in 2002, CHF 0.9 million in 2003 and the remaining amount of CHF 2.5 million,
which is due in 2004, is recorded in payables as of December 31, 2003.

Impact of the acquisition of Cetronic AG to the Group’s financial statements in 2003:

CHF 000 1.7.2003
Current assets net of cash B 2,352
Tangiblefixedassets o ....1306
Payables including provisions at acquisiton T -959
Total net assets acquired T 499
Purchase price net of cash -4,600

Goodwill -1.901

66147




Notes
to the Consolidated Financial Statements

Otehall Switches Ltd. and Otehall Tooling Ltd.
As of December 11, 2003, the Group acquired the business and the assets of Otehall Switches Ltd. and
Otehall Tooling Ltd. in the UK.

Otehall products are complementary to our Group switches and mainly sold to a UK industrial
customer base.

Impact of the acquisition of Otehall Switches Ltd. and Otehall Tooling Ltd. to the Group’s financial
statements in 2003:

CHF 000 11.12.2003
Current assets net of cash 429
Tngble e asseis g
Payables including provisions at acquisiton 0 101
Total net assets acquired 880
Purchase price, net of cash paid in 2003 -2,309
Goodwill -1.429

LTD Locking Technologies and Devices GmbH
As of January 1, 2003, the amortisation period of the goodwill resulting from the acquisition of LTD
Locking Technologies and Devices GmbH was reduced to a remaining period of five years as most of
the operations were integrated to the business of of Saia-Burgess Halver GmbH & Co. KG.

Goodwill resulting from acquisition of investments is amortised over a period of 20 years whereas
goodwill resulting from asset deals is amortised over a period of five years.

2.6 Investments in associates

CHF .000 31.12.2003 31.12.2002
SMART_Micrqmotor Co. Ltd., 49% 1,466 1,559
Burgess-Defond Ltd., 25% T g 2.358
MicroChemical Systems SA MiCS], 37.9% 7T 4540 5300
IP Trading Ges.m.b.H., 49% T %
Total 6,631 9.217

" As of July 1, 2003, the Group reduced its share in Burgess-Defond Ltd. from 50% to 25%. Cash

received for the disposal amounted to CHF 1.3 million. The Group recorded a gain of CHF 0.3 million
on this disposal.

During the year 2003 the Group increased the investment in MicroChemical Systems SA (MiCS) by
CHF 1.0 million from 33.5% to 37.9%. The Group has not committed to invest any further funds. The
investment was increased in 2002 by CHF 3.0 million from 26.9% to 33.5%.

In January 2003 the Group acquired 49% of IP Trading Ges.m.b.H., an Austrian trading company
with a subsidiary in Russia. Cash out for this investment was CHF 0.026 million.

2.7 Short-term debt

CHF .000 31.12.2003 31.12.2002
Bank overdraft utilised 13,008 12,455
Short-term bank toans Y 41,849
Total 59,484 54,304

Short-term loans include CHF 21.5 million being the portion of fixed-term bank loans repayable
within one year as well as any amounts drawn down under working capital facilities. As of December
31, 2003, short-term bank loans increased due to higher repayments scheduled for the year 2004. In
previous years bank overdrafts utilised were offset against cash on hand.

Interest rates for most of the short-term bank loans are based on the LIBOR rate for the period plus

a margin. As of July 1, 2003, the margin decreased for all short-term bank loans from 1.3% to 0.9%.
The effective interest rate for the year 2003 was 3.2%.




2.8 Other payables and accruals

CHF .000 31.12.2003 31.12.2002
Payroll and social costs 14,798 13,845
Accrued expenses T 0839 17,033
Grants T 1180 1,39
Total 36,517 32,274

Other payables and accruals include provisions for vacation entitlement, salaries, bonuses as well as
accruals for other short-term expenditures for which the liability is not yet precisely quantifiable.
Accrued expenses as of December 31, 2003, include the remaining amount of CHF 2.5 million payable
for the acquisition of Cetronic AG.

29 Loans
Balance
Due in 2004 Balance (long-term)
Balance Repaid in (short-term ({long-term) 31.12.2003
Currency in ,000 31.12.2002 2003 bank loans) 31.12.2003 CHF 000
B R e 8906 -l 228 4724 T3e7
L R 58000 1160 14500 32340 40176
Deferred transaction cost 694
Total 48,237

In connection with the acquisition of Ledex & Dormeyer companies in 2001, a refinancing took place
where the existing loans were fully repaid and USD and EUR loans of an equivalent of CHF 130 mil-
lion repayable within a period of six years were taken from the same banks.

The loans are granted at the applicable LIBOR rate for the period plus a margin. The margin
decreased as of July 1, 2003, from 1.3% to 0.9%. The effective interest rate for the year 2003 was 2.5%.
As at December 31, 2003, the Group complied with the various covenants linked to those loans. The
fair value of long-term loans approximates to the book value.

As at December 31, 2003, EUR loans contained an amount of EUR 1.9 million resulting from acqui-
sitions made in Germany. Repayments for these loans are scheduled until the year 2017. Loans were
based on an average interest rate of 4.9%.

The transaction cost for the refinancing of initially CHF 1.2 million is depreciated over the lifetime
of the underlying bank loans.

2.10 Long-term provisions
Increase, net

CHF 000 31.12.2002 2003 31.12.2003
Pension liability for defined benefit plans (note 3.3} 3,186 1,371 4,557
Other employee benefits 991 262 1,253
Warranty provision 1923 127 2,050
Other 58 658
Total 6.758 1.760 8,518
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Notes

to the Consolidated Financial Statements

3. Notes to the consolidated statement of income

3.1 Segment information
3.1.1  Sales by division

2003 as % 2002 as %
CHF ,000 of total CHF .000 of total
A OOt e 202037 B15% 233199 .. 49.7%
Sy e I8TY 4% 196663 . 41.9%
ComrOs e S o ... LU 9.1%
Inter-divisional sales Industry -4,811 -1.0% -3,609 -0.7%
Total 490,248 100.0% 468,874 100.0%
3.1.2 Gross profit by division
2003 as % 2002 as %
CHF ,000 of sales CHF .000 of sales
Avtomotive 50497 | 00% 988y 214k
L 562 292% ..%401s 28.0%
Controls 26,794 58.3% 25,405 59.6%
Total 133,193 27.2% 129.309 27.6%
3.1.3 Earnings before interest and tax (EBIT) by division
2003 as % 2002 as %
CHF .000 of sales CHF ,000 of sales
ety 18538 T3k ] 18816 8.1%
STy 000 B0 72003 6.3%
COntOlS e T8 89 2647 6.2%
Other* 692 3,963
Total 32,898 8.7% 37.529 8.0%
20072 restated for goodwill amortisation allocated to EBIT of divisions.
* not attributable to individual division
3.1.4 Changes in the structure of consolidation
Additions to the Industry Division
Impact on Impact on
sales EBITA
CHF ,000 2003 2003
TH-Contact, acquired September 30,2002~~~ " T T 8079 170
Cetronic AG, fully acquired as of July 1, 2003 L Z185
Otehall Switches Ltd. and Otehall Tooling Ltd., acquired December 11, 2003 178 -29
Total 10.234 1.506

The acquisition of TH-Contact had no impact to the Group’s sales and EBITA in 2002.
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Notes
to the Consolidated Financial Siatements

3.1.5 Operating capital employed by division

Assets Liabilities Net

CHF 000 31.12.2003 31.12.2003 31.12.2003
Automotive 150,734 48,078 102,656
industry 175375 35828 139,547
Controls T 26200 6075 20,134
Others T 090 4498 9,592
Total 366,408 94,479 271,929
Cash 8489 23,489
Shorttermdebt T e -59 484
Long-term liabilities T g 699 ~76,699
Total assets and liabilities 389.897 230,662 159,235
Assets Liabilities Net

CHF 000 31.12.2002 31.12.2002 31.12.2002
Automotve 135@0({ . ,40'776 _94,424
tndusty 179023 31526 147497
Controls e 182 4629 17,393
Others T g2 1801 15,111
Total 352,957 78,532 274,425
Short-termdebt o 54304 -54,304
Long-term liabilities T 103,920 -103,920
Total assets and liabilities 376,119 236,756 139,363

* Not attributable to an individuat division as the amount retates mainly to financial investments, tax assets and tax liabiltities.

3.1.6 Return on average operating capital employed by division

Return including goodwill allocation to divisions 2003 2002
Automotive ) 18.8% 19.3%
Industy 67% 7.9%
Comtrols 7% 148%
Total 12.0% 13.5%
Return excluding goodwill allocation to divisions 2003 2002
Automotive 24.0% 24.4%
Industy T gy 18.1%
Controls T 7% 148%
Tatal 16.8% 19.0%




3.1.7 Number of employees by division

31.12.2003 31.12.2002
Automotive 1,590 1,304
Industry el
Controls T 174
Total 3,185 2,809
3.1.8 Sales by geographical region
2003 as % 2002 as %
CHF .000 of total CHF ,000 of total
European Union 321,282 65.5% 290,992 62.1%
Other European countries 47235 9.6% 46594 9.9%
North America 7 92,114 188% 106854 22.8%
Restoftheworld 29617 6% 26434 5.2%
Total 490,248 100.0% 468,874 100.0%
3.1.9 Sales by major product groups
2003 as % 2002 as %
CHF .000 of total CHF .000 of total
Switches 162,979 332% 142,986 30.5%
Semsors 28097  57% 19,214 4.1%
Motors T 9385 36.6% 183377 39.1%
Solenoids T ugo T eg%  sB116 12.4%
Appliance devices g3k 16% 7391 1.6%
Electronic controllers 63561 131% 57790  12.3%
Total 490,248 100.0% 468.874 100.0%
3.1.10 Assetls and capital expenditures by region
2003 as % 2002 as %
CHF 000 of total CHF .000 of total
Assets by region
European Union 138,427 35.5% 118,889 31.6%
Other European countries 213639 568% 214019 569%
North America 7 29318 75% 37773 101%
Restoftheworld  777gm3 2% 5438 1.6%
Total 389.897 100.0% 376,119 100.0%
Capital expenditures by region
European Union 8,433 35.2% 8,734  h2.4%
Other European countries 13473 563% 9847 47.9%
North America T 149 2% 1960 9.5%
Restof theworld 7 541 23% 35 0.2%
Total 23,943 100.0% 20.576 100.0%

3.2 Research and development costs
Research and development costs for 2003 amounted to CHF 28.2 million (2002: CHF 26.8 million).
These costs are net of contributions received.
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Notes
to the Consoclidated Financial Statements

3.3 Retirement benefit costs
The Group has various defined benefit and contribution plans. They are usually based on separate
external pension schemes.

At the end of 1997, the Swiss operating company changed from a defined benefit plan to a defined
contribution plan according to Swiss standards (BVG). For IFRS purposes, however, the plan qualifies
as a defined benefit plan.

CHF 000 2003 2002

Reconciliation of assets and liabilities recognised in balance sheet

Present value of funded obligations ] 116,845 110,502
Fairvalveofplanassets 7 ge95) 87,409
Excess of liabilities of funded obligations T 19893 23,093
Present value of unfunded benefit obligations 5589 4,763
Unrecognised actuarial gains (losses) T 220925 ~24,670
Pension liabilities for defined benefit pension plans recognised in balance sheet 4,557 3,186

Expenses recognised in the income statement

Current service cost 5,130 5,234
less employees contributions 77008 -2,048
Interest cost on benefit obligation T 473V 4510
less expected return on plan assets 7T T ~4,580
Actuarial loss recognised inyear T T R T T g
Pastservicecost T gy T 66
Total defined benefit expense 3,988 3,563

Movement of defined benefits net liabilities recognised in balance sheet

Pension liability at beginning of year 3,186 2,271
Exchange difference T g
Pensionexpense 3988 3,563
less employers contributions paid T3 2471
Benefits paid for plans withoutassets 459 -177
Pension liability for defined benefit plans at end of the year 4,557 3.186
Actual return on plan assets 6.946 -6,900

Principal actuarial assumptions

Discount rates: Switzerland 3.5% 3.5%
Other ] 5-6% 5-6%
Expected rates of return on plan assets:  Switzerland  40% . 4.0%
Other 8.0% 8.0%
Expected rates of salary increases:  Switzerland 15% | 0.0%
Other 0-2.5% 0-4%
Average remaining working life of employees [inyears):  Switzerland 5 15
Other 2-12 3-15

Retirement benefit costs comprise of the following:

CHF .000 2003 2002
Defined contribution plans 1,861 2,220
Defined benefitplans T 3988 3,563
Total 5.849 5,783




3.4 Board of Directors’ remuneration

CHF 000 2003 2002
Cash remuneration 228 228
Total 228 228

Additionally, 750 options at an exercise price of CHF 295 were granted to the Board of Directors in the
year 2003.

At the Annual General Meeting as of May 8, 2003, the CEOQ was appointed as a board member. He
did not receive compensation for this function.

35 Other income/expense, net

CHF .000 2003 2002
Foreign exchange gains on loans 1,448 3,533
Share of profits and losses from associated companies 756 430
Total 692 3,963

Share of profits and losses from associated companies consists of CHF 1.0 million income from invest-
ments in associated companies Burgess-Defond Ltd. and SMART Micromotor Co. Ltd. and proportion-
ate losses including goodwill amortisation of MicroChemical Systems SA of CHF 1.8 million.

3.6 interest expense, net

CHF 000 2003 2002
Interest income -57 ~-50
Interest expense T 4462 5,971
Other financial income T ey
Total 4,405 5.848

3.7 Income taxes
3.7.1 Breakdown of income taxes
Major components of income tax expense for the years ended December 31:

CHF 000 2003 2002
CUfrent incometax
Currentincome tax charge T 8918 4,406
Adjustment n respect of current incorme tax o previous periods 7 s
8.925 3,522

Deferred income tax relating to origination
and reversal of temporary differences -1,218 5,211

Total 7.707 8,733
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Notes
to the Consolidated Financial Statements

3.7.2 Reconciliation of tax expense to the expected weighted average tax rate
A reconciliation of income tax expense applicable to income before tax at the weighted average tax
rate to income tax expense at the Group’s effective income tax rate for the years ended December 31
was as follows:

CHF .000 2003 2002
Income beforetax 28,493 31,661
Applicable weighted average tax rate, approximately 304%  28.0%
Taxexpense at the applicable taxrate T g 8,865
Non tax-deductible expenses 4473 ] 2
Tax-exemptincome U g 134
Other T 099 ~242
Effective tax expense 7.707 8,733

The Group has tax losses arising in foreign countries of CHF 6.0 million that are available for offset
against future taxable profits of the companies in which the losses arose. Under current local tax
laws, these tax losses have no expiration date. A significant part of the non-tax-deductible expenses
occurs from reclassification of a former temporary difference into a permanent difference. Most of
the tax exempt income arose out of inter-group dividend income that was either fully tax-exempt or
that qualifies to be deducted from taxes due.

3.7.3 Components of deferred income tax
Deferred income tax as at December 31 relates to the following:
CHF ,000 2003 2002

Deferred income tax liabilities

Temporary differences on working capital 2,795 3,376
Exchange rate differences on loans and investments 3831 3,183
Provisions 1763 2,427
Accelerated depreciation and revaluation to fair value of fixed assets 11575 10,370
Gross deferred income tax liabilities 19.944 21,174

Gross deferred tax assets

Temporary differences on working capital 1,573 272
Temporary differences on intangible assets T 3,508
Provisions T 178 765
Exchange rate differences on loans T T egy T
Tax loss carry-forward T 2667
Other 2137 3,148
Gross deferred income tax asset 7,459 7.693
Net deferred income tax liability 12,485 13,481

3.74 Breakdown of deferred tax in the balance sheet

CHF .000 2003 2002
Deferred tax asset 7.459 7,693
Deferred tax liability 19944 21,174
Net deferred income tax liability 12,485 13.481




4, Other notes

4.1 Financial instruments

41.1 Interest swap contracts
The Group has not entered into swap contracts during 2003. The development of interest rates is,
however, carefully watched and interest rate swaps may be made in the future depending on the
assessmenti of market conditions.

4.1.2 Foreign currency forward contracts
The Group is minimising as much as possible currency risks by matching operating income and oper-
ating expenses in foreign currency. Nevertheless, fluctuations of exchange rates are followed care-
fully and expected risks are covered by using hedge contracts.

As at December 31, 2003, no contracts to cover foreign currency exposures in the balance sheet or
risks of anticipated future transactions were in place.

42 Leases
Certain Group companies have entered into operating leases for vehicles and equipment which are to
be paid as follows:

CHF .000

2004 o 1,883
006 542
007 91
Beyond 104
Total operating lease commitments as at December 31, 2003 3.624

Operating lease commitments as at December 31, 2002, amounted to CHF 3.1 million.
As at the end of 2003, no commitments for finance lease existed.

43 Share option plan
In the years 1998 to 2003, options were granted to key managers and directors under the Group’s
share option plan. Options are granted at the market price paid at the time of the issuance. Manage-
ment are not required to contribute to the cost of the options received. Each option entitles the bearer
to buy one share of Saia-Burgess Electronics Holding AG within a defined period of exercise.

Quantity Quantity

of options Price Expiration Expiration of options

issued of exercise of blocking of exercise exercised

31.12.2003 in CHF period period 31.12.2003

____________________________________________ 8200 .30 01042000 10052004 2800

____________________________________________ 2000 400 10052001 10.052004 1,500

__________________________________________ 1800 .30 01042002 01042004 €75

____________________________________________ 7250 8% 042003 01042005

____________________________________________ 5400 . .578 01082004 31.07.2007 ..

____________________________________________ 8075 .48 01042005 01.042008
6,225 295 01.04.2006 01.04.2009%

Total 38,950 4,975

In 2003 a total of 6,225 options were issued at an exercise price of CHF 295 and 975 options were
exercised.

For 4,225 of the 4,975 options exercised, the Group utilised treasury shares. The remaining 750
options were converted into share capital in 2001.

The quoted market price of the shares as at December 30, 2003, was CHF 472 compared to CHF 340
in the previous year. The exercise of options has no impact on the income statement.
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Notes
to the Consclidated Financial Statemenis

b4 Earnings per share
Basic earnings per share is calculated by dividing the net income for the year attributable to share-
holders by the weighted average number of shares outstanding during the year.

Diluted earnings per share is calculated by dividing the net income attributable to shareholders by
the weighted average number of shares outstanding during the year adjusted for the effects of dilutive
options.

The following reflects the income and share data used in the basic and diluted earnings per share
computations:

2003 2002
Basic earnings per shareinCHF ... 3422 3771
Netincome per statement of income inCHF,000 o078 22,928
Weighted average number of shares outstanding T e T 7,961
Diluted earnings persharein CHF %13 3748
Effect of dilution: number of share options 1476 557
Adjusted weighted average number of shares for diluted earnings per share 408997 608508

There have been no other transactions involving shares or potential shares since the reporting date
and before the completion of these financial statements.

45 Number of employees and personnel costs
45.1 Number of employees by region

31.12.2003 31.12.2002
_Eu_(og_ea_rl_Urjiorj ____________________________________ 1,147 ] 1,044
Other European countries 1327 1087
NorthAmerica 36 418
Restof theworld T 3 280
Total 3,185 2.809

In addition to the numbers above, the Group together with its partners employed as at December 31,
2003, 192 persons in associated companies (December 31, 2002: 231).

45.2 Number of employees by business function

31.12.2003 31.12.2002

Research and development 230 207
Production 1992 1737
Marketing, sales, indirect production and administration 943 845
Total 3.185 2,809

45.3 Average number of employees and personnel costs

2003 2002

Average number of employees during the year 3,009 2,841
PersonnelcostsinCHF 000 T 153084 147,856
CostperemployeeinCHF 77 Tsngyg ! 52,045




List of Principal Operating Group
and Associated Companies

Company name Location Ownership held
Saia-Burgess Electronics Holding AG Switzerland -
Saia-Burgess Murten AG 7 sgigerland  100%
Saia-Burgess Controls AG 7 Switzerland 100%
MicroChemical Systems SA (MicS]' Switzerland 37.9%
Saia-Burgess Cetronic AG lformerly CetronicAG) Switzerland  100%
Saia-Burgess Gateshead Ltd. UK 100%
Saia-Burgess Oldenburg GmbH & Co. K6 Germany  100%
Saia-Burgess Dresden GmbH Germany 100%
Saia-Burgess Halver GmbH & Co. KG Germany  100%
LTD Locking Technologies and Devices GmbH Germany  100%
Ssia-BurgessParisSarl France 100%
Saia-Burgess MilanoSrl. T T gy 100%
Saia-Burgess Osterreich GmbH Austria  100%
Saia-Burgess BeneluxBV. " Netherlands  100%
Sala-Burgess Controls Kft Hungary  100%
Saia-Burgess Hatvan kit T T Hungary  100%
Saia-Burgess Ozd Kt Hungary  100%
Saia-Burgess MonastrCS. " "Tunisia__ 100%
Saia-Burgess USAInc. T ygsA 100%
Saia-Burgess Inc. Vandalia 77 7TTygsa 100%
Saia-Burgess Canada Co.Inc. Canada  100%
Saia-Burgess GuangzhouLtd. People’s Republic of China 100%
Seta-Burgess (WKIL.  PeoplesRepublicofChina 100% 78179
Burgess-Defond Manufacturing Ltd.’ People’s Republic of China 25%
Shenzhen SMART Micromotor Co, Ltd, [SMART)' Pecple’s Republic of China . 49%

! equity method of accounting applied
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Report
of the Group Auditers

To the General Meeting of Saia-Burgess Electronics Holding AG, Murten
As auditors of the Group, we have audited the consolidated financial statements (balance sheet,
income statement, statement of cash flows, statement of changes in equity and notes, pages 56 to 78)
of Saia-Burgess Electronics Holding AG for the year ended December 31, 2003. The prior year corre-
sponding figures were audited by other auditors.

These consolidated financial statements are the responsibility of the Board of Directors. Our respon-
sibility 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 promulgated by the Swiss profes-
sion and with the International Standards on Auditing, which require that an audit be planned and
performed to obtain reasonable assurance about whether the consolidated financial statements are
free from material misstatement. We have examined on a test basis evidence supporting the amounts
and disclosures in the consolidated financial statements. We have also assessed the accounting prin-
ciples 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 posi-
tion, the results of operations and the cash flows in accordance with the International Financial
Reporting Standards (IFRS) and comply with Swiss law.

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

PricewaterhouseCoopers AG

Felix Roth Oliver Kuntze

Bern, March 9, 2004
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Saia-Burgess HElectronics Holding AG
Balance Sheet

CHF 31.12.2003 31.12.2002
Assets

O e Ve 275011
Marketable securities e 042 1,221,968
Receivables Group companies ! 318,188 693,563
Receivables third parties 19316 1,273,450
Current assets 1,253,407 3.463,984
Ivestments . 39942646 36834213
Loans to Group companies 50,913,958 50,094,810
Non-current assets 90,856,604 86,949,023
Total assets 92,110,011 90.413.007

Liabilities and shareholders’ equity

Accrued liabilities 512,760 383,100
Payables third parties 7 72500000 0
Loans from Group companies T 350902 9,249,010
Liabilities 9.365,662 9.632,110
Sharecapital 30,537,500 30,537,500
Reserve for treasury shares T 904231 1,221,960
Legalreserve 36240238 35,922,509
Other reserve T 000,000 4,000,000
Retained earnings 11062380 9,098,928
Shareholders’ equity 82,744,349 80,780.897
Total liabilities and shareholders’ equity- 92,110,011 90,413,007




Saia-Burgess Electronics Holding AG

Statement of Income

CHF 2003 2002
Dividend and financial income 7 11,099,386 10,595,019
Operating income 11,099,384 10,595,019
Administeation expense L8 e7h739
Costforoptions exercised 158,000
Financial expense 83,037 149,785
Operating expense 1,223,804 982,524
Operating profit 9,875,580 9,612,495
Fair value adjustment of an investment -1,800000 ~1,300,000
Income before taxes 8,075,580 8.312,495
Taxes T e 088 22,736
Net income 8,029,292 8,289,759
Retained earnings

Balance, beginning of period ! 7098928 . 8,916,669
Didend, met e 6065840 . -6,107,500
Netincome L B029292 8,289,759
Balance, end of period 11,062,380 9,098,928
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Notes
to the Financial Statements

1. Incorporation
Saia-Burgess Electronics Holding AG (“the Company”) was incorporated on June 26, 1997.

2. Share capital
The share capital of the Company was increased conditionally by an aggregate nominal amount of up
to CHF 2,325 million by issuing up to 46,500 new registered shares of nominal value CHF 50 each
against full contribution. This conditional capital is reserved for a participation plan for key managers
and the Board of Directors of the Company or one of its subsidiaries. In June 2001, 750 shares of this
capital were issued.

3. Investments )
Share capitat
in foreign Book value
Company name, country Owned Currency currency CHF
Saia-Burgess Murten AG, Switzerland 00% CHF 5000000 15,924,406
Saia-BurgessParisSarl France  100% EUR 2000000 2585000
Saia-Burgess Benelux BV, Netherlands  100% | EIR 136,000 225,000
Saia-Burgess Osterreich GmbH, Austria  100% EIR 40000 82,443
Saia-Burgess Holdings (UK Ltd, UK 100% | e8P T 1
Saia-Burgess MilanoSrl ltaly 700% EUR 3700000 10289542
Saia-Burgess Ozd Kft, Hungary  100% | HUF 16470000 928,791
Saia-Burgess Controls Kft, Hungary ~ 100% | HUF 5000000 111355
Saia-Burgess Hatvan Kft,Hungary  100%  HUF 30000000 179,190
Shenzhen SMART Micromotor Co. Ltd.
\SMART), People's Republic of China 9% ..Usb . z00g00 1.396,868
M_i_c_;aéhﬁémicalSystems SA, Switzerland 379%  CHF 3,029 80 4,540,080
Saia-Burgess Cetronic AG, Switzerland  100%  CHF 700000 . 3,700,000
Total 39.942.646
4. Treasury shares

During 2003, Saia-Burgess Electronics Holding AG acquired a total of 745 treasury shares at an aver-
age price of CHF 256.18 per share and sold 500 shares at CHF 395.41 average. For the exercise of
options the Company sold 275 shares at an exercise price of CHF 340 each, 200 shares at CHF 360
each and 500 shares at an exercise price of CHF 400 each. At the end of 2003, Saia-Burgess Electron-
ics Holding AG owned 2,864 treasury shares.

CHF
Price pershare 31.12.2008 M2
Book value treasury shares as of 31.12.2003 904,231




5. Major shareholders
The following shareholders hold more than 5% of the share capital:
o Chase Nominees Fiduz, London: 10.01%
o Vontobel Fonds Services AG, Zurich: 5.53%
o Lombard CGdier Darier Henisch Fund Managers SA, Geneva: 5.02%

6. Allocation of retained earnings
The Board of Directors proposes to allocate the balance of retained earnings as follows:
CHF
Net income of the year 2003 8,029,292
Balance beginning of period T 3,033,088
Total fee surplus 11,062,380

Distribution of a dividend of CHF 10 on 607,886 registered shares
at a nominal value of CHF 50 each -6,078,860

Dividend CHF 10 per share on 14,275 shares reserved for the options
which may be exercised before the shareholder meeting and on 2,864 shares

held as treasury shares for trading purposes as of 31.12.2003 -171,390
Balance to carry forward 4,812,130
7. Contingencies

Total of guarantees for credit facilities granted to a Group company amounted to CHF 13,200,000.

84 | 85




86187

Report
ol the Statutory Auditors

To the General Meeting of the shareholders of Saia-Burgess Electronics Holding AG, Murten
As statutory auditors, we have audited the accounting records and the financial statements (balance
sheet, income statement and notes, pages 82 to 85) of Saia-Burgess Electronics Holding AG for the
year ended December 31, 2003. The prior year corresponding figures were audited by other auditors.

These financial statements are the responsibility of the Board of Directors. 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 promulgated by the Swiss profes-
sion, 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 disclosures in the financial statements. We have also
assessed the accounting principles used, significant estimates made and the overall financial state-
ment presentation. We believe that our audit provides a reasonable basis for our opinion.

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

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

PricewaterhouseCoopers AG
Felix Roth Oliver Kuntze

Bern, March 9, 2004
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Sala-Burgess

Addresses

Holding
CH  Saia-Burgess Electronics D Saia-Burgess Dresden GmbH USA  Saia-Burgess Inc.
Holding AG Wilhelm-Liebknecht-Strasse 6 801 Scholz Drive
Bahnhofstrasse 18 D-01257 Dresden P. 0. Box 427
CH-3280 Murten T +49 351 207 860 Vandalia, Ohio 45377
T +4126 672 71 11 F +49 351 207 863 61 USA
F +4126 672 73 33 Saia-Burgess Halver g +1 9?7 898 3621
+1 937 898 8624
Saia-Burgess Group GmbH & Co. KG :
Weissenpferd 9 Automotive Tech Centre:
CH  Saia-Burgess Murten AG D-58553 Halver Saia-Burgess inc.
Bahnhofstrasse 18 T +492353 9110 627 East Maple, Suite 100
CH-3280 Murten F +492353 911 189 Troy, MI 48083
T +4126 672 71 11 USA
F +4126 672 753 33 F Saia-Burgess Paris Sarl T +1 248 524 2701
Saia-Burgess Controls AG ;,Obglgcéé‘g;igﬁ?gs F +1.248 524 2702
Bahnhofstrasse 18 T-+55 146 88 07 70 Saia-Burgess USA Inc.
CH-5280 Murten 616 Atrium Drive
T +4126 672 71 11 F +35146 880799 Vernon Hills, IL 60061
F+4126 6727533 I Saia-Burgess Milano Sl gsixl 847 540 9630
Saia-Burgess Cetronic AG Via Cadamosto 3 F +1 847 549 9625
Bahnhofstrasse 18 1-20094 Corsico, Milano
CH-3280 Murten T +39 02 4869 21 :
T +41 26 675 74 84 F +30 02 4860 0692 CDN ?g'?rfgg ?ggsciaér;id;tco‘ Inc.
F +4126 673 74 85 . Unit 7
- A Saia-Burgess Osterreich GmbH Scarborough
UK  Saia-Burgess Gateshead Ltd. Linzer Bundesstrasse 101 . g
Dukeswa A-5023 Salzbur Ontario M1X 1G4
Y . g Canada
Team Valley Trading Estate T +43 662 88 4910 T +1 416 299 08 52
Gateshead F +43 662 88 4910 11 F +1 416 299 67 56
Tyne & Wear NE11 0UB
United Kingdom NL/B Saia-Burgess Benelux B.V, :
T +44 191 401 61 00 Hanzeweg 12 C CN ii‘g;f:;%%sg_;% Lid.
F +44 191 401 63 23 NL-2803 MC Gouda !
. T +31 182 54 31 54 Cheung Tat Centre
Saia-Burgess Gateshead Lid. 18 Cheung Lee Street
UK Automotive Technical Centre F +51182 54 51 51 Chaiwan
Unit 1 Branch Office: Hong Kong
Bermuda Park Innovation Centre Saia-Burgess Benelux T +852 2556 3772
St. Davids Way Mechelsesteenweg 277 F +852 2976 0871
Nuneaton B-1800 Vilvoorde .
Warwickshire CV10 7SD T +32 2 456 06 20 2aia-Burgess Guangzhou Lid.
IT]nited Ringdom F +322 460 50 44 Dong(])'?ang River Ave. West 9
+44 2476 322 844 GETDD Guangzhou
T +44 2476 322 845 H Saia-Burgess Controls Kft PR. Chi g
e R. China 510730
Puskis Tivadar u. 12 T +86 20 822 122 26
D Saia-Burgess Oldenburg H-2040 Budaors F +86 20 822 120 21
' GmbH & Co. KG T +36 23 50 11 70
Am Kreyenhof 10-12 F +36 2350 11 80
T 49 14 34050 Saa-Burgess Gz i
F +49 441 372 49 H-3600 Ozd
Saia-Burgess Dreieich T +536 48 570 300
GmbH & Co. KG F +36 48 471 815
Zweigniederlassung .
Eler Saia-Burgess Oldenburg Sala-Burg,ess !—Iatvan Kft
GmbH & Co. KG) Szepes Bélaut 7
Otto-Hahn-Strasse 31-33 H-5000 Hatvan
D-63303 Dreieich T +56 37 544 100
T +49 6103 8006-0 F +56 57 544 111
! +49 6103 8906-65/-66 TN  Saia-Burgess Monastir C.S.

Saia-Burgess

Automotive Tech Centre
Deutschland
Otto-Hahn-Strasse 31-33
D-63303 Dreieich

T +49 6103 890 670

F +49 6103 890 665

Zone Industrielle
Route de Khniss
Boite postale 47
TN-5000 Monastir
T +216 73530 733
F +216 73530 196




Saia-Burgess Electronics Holding AG
Bahnhofstrasse 18 | CH-3280 Murten | Switzerland
T+41266727111 | F +41 26 67273 33 | www.saia-burgess.com

Contact for shareholders, media and analysts:
Valeria Poretti-Rezzonico

Head of Corporate Communications and Investor Relations
B T +41 26 672 72 04
v.poretti@saia-burgess.com
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Saia-Burgess

From its Origins to the Future

The development of the Saia-Burgess Group and. in particular, of its products is closely tied to the
development of research, technology and industry. With a timeline extending from 192C to the present
day. milestones in the company history of Saia-Burgess are shown above and some quantum teaps in

research and technology appear below.

1920

SAIA AG founded in Berne
(CH) for the production of
electromechanical timing
devices

1920

1935

Burgess Products Lid.
founded in Hinckley (UK) to
manufacture the first
microswitches in Europe

1936
Takeover of SAIA by
Landis & Gyr

1930

1940

1950
SAIA AG moved from Berne
to Murten (CH)

1952

Burgess switch production
transferred to Gateshead
(UK)

- 1953

First production of miniature
synchronous motors by SAIA
AG

1957

Burgess GmbH founded in
Oldenburg (D) for the
praduction of microswitches

Burgess

1950

1969

The first electro-
mechanical
timers are
launched on the
market by SAIA
AG

i |
1 9 6 @ b

1924
Ford produces its
10 mitlionth car

First television
transmission in the
USA

1929

World economic
crisis, stock
market crash in
New York

1931

Building of the
Empire State
Buitding (381 m)

1936
First helicopter
built

1939
‘World's first jet
plane

1939
Qutbreak of
Second World
War

1942

First controlled
atomic explosion in
the USA

1946
Volume production
of VW beetle starts

1948
Invention of the
transistor

1945

End of Second
World War, 52
nations sign the
charter of the

United Nations

1951

First fully
automatic washing
machine

1955

First Polaroid
instant camera on
market

1958
Development of
integrated
switching circuit

1959
Fidel Castro takes
power in Cuba

1961

First man in
space (Yuri
Gagarin. USSR)

1967

First heart trans-
plant by Christiaan
Barnard

1949

First man on the
moon (Neil
Armstrong, USA)

1965

Start of the
Cultural
Revolution in
China




1979

g first programmable logic
controtler

1987

Burgess Micro Switch
Company Ltd takes over
SAIA AG

1988

The Burgess Group is taken
over by Pilgrim House PLC.
In the same year. Pilgrim
House is in turn integrated
into Williams PLC

1989

Comprehensive reorgan-
isation and set-up of SAIA-
Burgess with the three
business areas Switches,
Motors and Electronic
Controllers. Murten (CH)
becomes operational
headguarters of Group

il

1980

1992
Factory opens in Dresden
(D) for motor production

1996

Management buy-out. in
which the management
joins international investors
to take over SAIA-Burgess
Electronics Group from
Williams PLC

1998

SAIA-Burgess Electronics
Holding AG goes public on
the Swiss stock exchange

1998
Foundation of a production
company in Hungary

1999

Acquisition of Bar Electro-
werke GmbH, Halver

D)

SAIA-Burgess Electronics

2000/2001

Introduction of market orien-
ted organisation and of the
new Group's appearance

Acquisitions:

o LTD. Velbert (D)

o Ledex & Dormeyer
Group (USA)

Participation in the start-up
company MiCS, Corcelles
(CH)

2002

Acquisition of the product
range of TH-Contact, Reinach
(CH)

saia-ourgess
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2000

2003
Acquisition of Cetronic,
Kirchberg (CH)

Foundation of Saia-
Burgess Guangzhou
Ltd. (China)

Takeover of 49% of IP-
Trading, Vienna (A), with
subsidiary in Moscow
for direct operations in
the Russian market

Acquisition of the
activities of Otehall
Switches and Tooling
(UK)

2003

Microprocessors
#| come on the market

§| 1976

First supersonic jet
in scheduled
services {Concorde)

1973
World oil crisis

1980
TGV high-speed
train in operation

1980

First airbag built
into volume
production cars

1981
IBM presents PC

1984

First catalytic
converters built
into standard
production cars

1987

First mobile tele-
phone weighing
under 1 kg

1989

Fall of Berlin Wall
and subsequent
reunification of
Germany

1992

At CERN in Geneva
the www (world
wide web) as the
gateway to the
Internet opens the
way to the
multimedia age

1997

Dolly the sheep,
first cloned living
creature

1991
Warsaw Pact
dissolved

2000
Telecommunication,
television and
computer tech-
nologies grow
together

2001

International Space
Station ISS starts
work

|
2002
Expo.02 in Murten,
Biel. Neuchétet and
Yverdon

2001
September 11,
terror attacks in
the USA

2003

After 27 years of
service on the North
Atlantic route,
Concorde flights to
North America are
halted

The millennium
summer takes its toll
on people, animals,
and agriculture
through flooding and
permafrost

2003

The world in the
grip of the deadly
virus SARS
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Glossary

Actuator
Generic term for drive
technologies.

Business unit
Production location with
competence centre and
administration.

Bus system
Communication via a data line.

Competence centre

Responsible for a specific product
and its applications; defines

the market, price and product
strategies.

Coating

The process during plastics
manufacture whereby the surface
of metal components is coated
with a plastic.

cPU
Central Processing Unit.

DC motor

Direct-current motor with
continuous rotational movement
(as opposed to the individual
steps of stepper motors). For
motion-control applications
greater expenditure on elec-
tronic control is required than
with a stepper motor.

bbc

Direct Digital Control (specific
control device for applications in
building automation).

Dedicated controller
Controller developed for a specific
application/industry.

Drive
Motor with a gear transmission.

EBITA
Earnings before interest, tax
and amortisation.

EBC (EKT)
Electronics bearing component.

ERP
Enterprise Resource Planning.

Ethernet

Only electrical standard valid
worldwide for the connection of
digital devices via a cable within

a property.

F Firmware QS 9000/VDA 6.12
Software for the definition of the (new: ISO/TS 16949)
basic functions and features of a Specific quality standard of the
microcomputer system. automotive industry.
I 1S0 9000 Remote 1/0
Quality management system. Electronic interface unit that
Standard of the International registers signals and forwards
Standards Organisation (IS0O). them to the controller via a
data line.
1SO 14000
Environmental management ROCE
system. Standard of the Inter- Return on Capital Employed.
national Standards Orga-
nisation (IS0). ROE
Return on Equity.
T
Information technology. Sensor
Detects light, pressure,
L Lead-frame temperature, etc.
Metal tracks carrying
power/current. The lead-frame Solenoid
can, but does not have to be, An electromagnet that converts a
coated. strong mechanical force into
linear or rotational movement.
M Moulding/casting
Insulation using plastics may be Stepper motor
used on electrical contacts Motor that can execute rotational
{reduces moisture ingress to the movements in precise single
contacts and risk of short circuit). steps, especially suitable for
motion control applications.
N NAFTA
North American Free Trade Subsystem
Agreement. Customer-specific solution
consisting of a number of
O OEM different mechanical, electrical
Original Equipment Manufac- and electronic components.
turer (that integrates Saia-
Burgess products within their Time-delay relay
own products). Control device with relay output
that permits a time delay.
P PCD

Process Control Device
(the Saia-Burgess term for a
programmable logic controller).

PLC
Programmable logic controller.

PPM

Parts per million (number of
faulty parts relative to one million
parts delivered).

Profibus

Dominant electrical standard for
the connection of digital devices in
industrial automation.

Transplant

Existing European customers who
have transferred production to
North America are supplied from
Saia-Burgess in Europe.




40-11 40000 04.0%

Letter to Shareholders .

Success in a difficult environment

R T e . St B S et Bt

Murten, March 23, 2004

Dear Shareholder,

We are pleased to enclose cur 2003 Annual Report. By comparison with the previous
year, we managed to increase sales by 4.6 percent to CHF 490.2 million (2002: CHF
468.9 million), or by 6.7 percent to CHF 500.0 million after currency adjustments. Sales
growth after currency adjustments comprised 4.5 percent internal and 2.2 percent
acquisition-based (TH-Contact, Cetronic and Otehall).

EBITA (Earnings before interest, tax and amortisation) fell by 9.1 percent to CHF 38.6
million (CHF 42.5 million) with an EBITA margin at 7.9 percent {9.1 percent). Reasons for
the decreased EBITA of 9.1 percent are negative currency effects amounting to CHF 2.9
million mainly due to USD and GBP rate movement, as well as initial costs of around CHF
1.7 million on production start-ups for various new projects. As a result of these charges,
net income was 9.3 percent lower than last year at CHF 20.8 million (CHF 22.9 million).

Patchy market development compensated

The significant increase in our sales compared with the previous year is the result of our
risk distribution strategy. Across the markets and geographical regions where we operate,
it was possible to offset patchy development reflected in figures for the three Divisions.
The success of all three Divisions essentially depends on their ability to develop new,
forward-looking, innovative products and solutions that match the needs of their
customers.

The Automotive Division benefited despite a slight decline in vehicle production both from
further growth in the comfort- and safety-related fields of air-conditioning equipment and
headlight adjustment. Sales compared with the previous year increased by internal
growth alone by 8.3 percent to CHF 252.5 million (CHF 233.2 million). EBITA at CHF 19.8
million is around the previous year's level (CHF 20.0 million), influenced by negative
currency effects, the initial costs of various project start-ups and an environment of price
competition.
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The Industry Division, with its main geographical presence in Europe and North America,
almost held sales to the previous year’s level with CHF 191.8 million (CHF 193.1 million).
Compared with the previous year, EBITA declined by 11.5 percent to CHF 14.1 million
(CHF 15.9 million). The reasons for the decline in EBITA are to be found in negative
currency mavement, the build-up of the factory in China and the difficult economic
situation. The complementary acquisitions of TH-Contact, Cetronic and Otehall, which
became effective in 2003, contributed CHF 10.2 million to divisional sales. In Europe,
sales increased slightly after acquisition adjustments but, in the American capital goods
market, the Division was still confronted with a difficult economic environment. The
positive development in fourth quarter sales for 2003 is a sign of recovery in the market.

The Controls Division, which mainly trades in Europe, successfully withstood the siuggish
market climate that continues to prevail in the capital goods market and a weak
construction sector. The Division increased sales over the previous year by 7.8 percent to
CHF 45.9 million {(CHF 42.6 million) and increased EBITA by 54.1 percent to CHF 4.1
million (CHF 2.8 million). This positive result is due to the introduction in previous years of
a process to develop new, innovative products, and to the successful activities of a
Europe-wide network of more than 400 Saia PCD system integrators.

Expansion of the product range

in December 2003 we took over the assets of Otehall Switches Ltd. and Otehall Tooling
Ltd. in Great Britain. Annual sales totalled approx. GBP 2.4 million (approx. CHF 5.4
million). The diversity of Otehall's switch programme, in particular in the sub-miniature
and miniature switch range as wel! as in joysticks based on micro-switch and
potentiometer technology, ideally complements the product range offered by the Industry
Division.

Unchanged dividend

The Board of Directors will propose to the Annual General Meeting on May 6, 2004 an
unchanged dividend of CHF 10.- per registered share. This puts the payout ratio at 29.2
percent (26.5 percent).

2004: positive development expected

We invest at least 10 percent of annual sales in tangible fixed assets and in research and
development to safeguard our future success. In 2003 the emphasis was on expansion of
geographical presence (Russia, China), complementing Saia-Burgess' range of products
and technologies (TH-Contact, Cetronic, Otehall), expanding production capacity
(Hatvan, Murten, Guangzhou) and distribution channels (distributors, system integrators)
as well as launching new products (cornering lights and door iocking systems). From
2004, these projects will have a positive effect on sales and income.
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20.04.04  Reporton 1% quarter 2004
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Furthermore, the positive development in fourth quarter sales and the pleasing order
intake are signs of a market recovery. In the absence of further significant exchange rate
movements, we forecast total sales in excess of CHF 530 million and an improvement in
profitability.

We kindly invite you to visit our home page under www.saia-burgess.com where you
will find updated information about our Group.

We thank you very much for your confidence in Saia-Burgess.

Yours faithfully,

M@Lmj

Andreas Z. Ocskay Daniel Hirschi
Chairman of the Board of Directors Chief Executive Officer and
Delegate of the Board of Directors

Agenda

06.05.04 Annual General Meeting in Murten
03.08.04 2004 Interim Report
19.10.04  Report on 3™ quarter 2004
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Press Release
Murten, March 23, 2004

By comparison with the previous year, the Saja-Burgess Group increased sales
in 2003 by 4.6 percent to CHF 490.2 million (2002: CHF 488.2 million). After cur-
rency adjustments, sales grew by 6.7 percent to CHF 500.¢ million. EBITA fell by
9.1 percent to CHF 38.6 million (CHF 42.5 million) with an EBITA margin at 7.9
percent (2.1 percent). An unchanged dividend of CHF 10.- will be proposed to the
Annual General Meeting. Following the positive development in fourth quarter
sales for 2003 as well as a pleasing order intake, and with no further significant
exchange rate movements, Saia-Burgess is confident of achieving sales in ex-

cess of CHF 530 million and to improve profitability.

Exchange rate movements affect the result

Sales growth after currency adjustments comprised 4.5 percent internal and 2.2 per-
cent acquisition-based (TH-Contact, Cetronic and Otehall). Reasons for the decreased
EBITA (earnings before interest, tax and amortisation) of 8.1 percent are negative cur-
rency effects amounting to CHF 2.9 million mainly due to USD and GBP rate move-
ment, as well as initial costs of around CHF 1.7 million on production start-ups for vari-
ous new projects. As a result of these charges, net income was 9.3 percent lower than
last year at CHF 20.8 million (CHF 22.9 million). Equity ratio improved in 2003 to 40.8
percent (37.1 percent). Earnings per share reached CHF 34.22 (CHF 37.71) and eq-
uity per share CHF 260.72 (CHF 228.18).

The Board or Directors will propose to the Annual General Meeting on May 6, 2004 an
unchanged dividend of CHF 10.- per registered share. This puts the payout ratio at
29.2 percent (26.5 percent).

Patchy market development compensated

The significant increase in Saia-Burgess Group sales compared with the previous year
is the result of its risk distribution strategy. Daniel Hirschi, the CEQ, states: “Across the

markets and geographical regions where we operate, it was possible to offset
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patchy development reflected in figures for the three Divisions. The success of all three
Divisions essentially depends on their ability to develop new, forward-looking, innova-

tive products and solutions that match the needs of their customers.”

The Automotive Division benefited despite a slight decline in vehicle production both
from further growth in the comfort- and safety-related fields of air-conditioning equip-
ment and headlight adjustment. Sales compared with the previous year increased by
internal growth alone by 8.3 percent to CHF 252.5 million (CHF 233.2 million). EBITA
at CHF 19.8 million is around the previous year's level (CHF 20.0 million), influenced
by negative currency effects, the initial costs of various project start-ups and an envi-

ronment of price competition.

The Industry Division, with its main geographical presence in Europe and North Amer-
ica, almost held sales to the previous year's level with CHF 191.8 million (CHF 193.1
million). Compared with the previous year, EBITA declined by 11.5 percent to CHF
14.1 million (CHF 15.9 million). The reasons for the decline in EBITA are to be found in
negative currency movement, the build-up of the factory in China and the difficult eco-
nomic situation. The complementary acquisitions of TH-Contact, Cetronic and Otehall,
which became effective in 2003, contributed CHF 10.2 million to divisional saies. In
Europe, sales increased slightly after acquisition adjustments but, in the American
capital goods market, the Division was still confronted with a difficult economic envi-
ronment. The positive development in fourth quarter sales for 2003 is a sign of recov-

ery in the market.

The Controls Division, which mainly trades in Europe, successfully withstood the slug-
gish market climate that continues to prevail in the capital goods market and a weak
construction sector. The Division increased sales over the previous year by 7.8 percent
to CHF 45.8 million (CHF 42.6 million) and increased EBITA by 54.1 percent to CHF
4.1 million (CHF 2.6 million). This positive result is due to the introduction in previous
years of a process to develop new, innovative products, and to the successful activities
of a Europe-wide network of more than 400 Saia PCD system integrators.

2004: positive develecpment expected

Saia-Burgess invests at least 10 percent of annual sales in tangible fixed assets and in
research and development to safeguard its future success. In 2003 the emphasis was
on expansion of geographical presence (Russia, China), complementing Saia-Burgess’
range of products and technologies (TH-Contact, Cetronic, Otehall), expanding pro-
duction capacity (Hatvan, Murten, Guangzhou) and distribution channels (distributors,
system integrators) as well as launching new products (cornerihg lights and door lock-

ing systems). From 2004, these projects wiil have a positive effect on sales and




income. Furthermore, the positive development in fourth quarter sales and the pleasing
order intake are signs of a market recovery. In the absence of further significant ex-
change rate movements, Saia-Burgess forecasts total sales in excess of CHF 530 mil-

lion and an improvement in profitability.

Further information
Contact person for shareholders, media and analysts:

Valeria Poretti-Rezzonico, Head of Corporate Communications and
investor Relations

v.poretti@saia-burgess.com

Saia-Burgess Electronics Holding AG, Bahnhofstrasse 18, 3280 Murten
Telefon +41 26 672 72 04, Fax +41 26 670 10 38
www.saia-burgess.com

Sala-Burgess Group

trollers and subsystems — serves important segments within the Automotive and In-
dustry areas as well as infrastructure automation. Development and manufacturing
work is carried out through its own extensive network of production facilities in Europe,
North America, Africa and Asia.

In 2003 Saia-Burgess achieved sales of CHF 490.2 Mio with more than 3'000 employ-
ees worldwide.

The registered shares of Saia-Burgess (SBEN) are quoted on the SWX Swiss Ex-
change since 1998.

20.04.04 Report on 1% quarter 2004
06.05.04 Annual General Meeting in Murten
03.08.04 2004 Interim Report

19.10.04 Report on 3" quarter 2004




Key figures

CHF million 2003 2002 +/- (%)

Sales 480.2 488.9 +4.8

Earnings before interest, tax, depreciation and
amortisation (EBITDA) 62.0 66.2 -8.4
as % of sales 12.6 14.1

Earnings before interest, tax and

amortisation (EBITA) 38.6 42.5 -9.1
as % of sales 7.8 9.1

Earnings before interest and tax (EBIT) 32.9 37.5 -12.3
as % of sales 6.7 8.0

Net income 20.8 22.9 -9.3
as % of sales 4.2 4.9

Balance sheet total 31.12. 388.9 3768.1
Shareholders’ equity 31.12. 159.2 139.4

Equity ratio, in % 40.8 37.1

Average number of employees 3’009 2'841 +5.9
Number of registered shares at 31.12. (CHF 50 810’750 ©10°750

face value)

Earnings per share in CHF 34.22 37.71

Diluted earnings per share in CHF 34.13 37.68

Equity per share in CHF 26072 228.18

Dividend per share in CHF 10.00'  10.00

Payout ratio in % 28.2 26.5

! Proposal to Annual General Meeting on 06.05.04




