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Schweiter Technologies Group

Report of the Board of Directors

Dear shareholders

As well as representing a twofold increase com-
pared with last year's figure, Schweiter's profit of
CHF 35 million is the highest figure in the company's
I 50-year history.

Sales also increased by CHF 330 million (be-
fore consolidation of the newly acquired LOH Group
for November and December), which represents a
22% increase. Even so, SSM Textile Machinery
(TEX) saw a 4% decline in sales compared with the
previous year (2004: CHF 105 million), as against
gains of 12% (73) for Satis Vacuum (VAC), 21% (42)
for Ismeca Automation (AUT) and 80% (110) for
Ismeca Semiconductor (SEM).

However, this growth does not mean that the
markets were as buoyant as ever. None of the four
divisions matched its historic peak sales. The ope-
rating results (EBIT) were nonetheless impressive,
and in particular all were positive: TEX CHF 19 mil-
lion, VAC CHF || million, AUT CHF 2 million and
SEM CHF 9 million. This is the result of a combi-
nation of constant attention to cost management,
the introduction of innovative products und supply
chain management and therefore represents a
stronger performance than the very good figures
reported for 2000. The operating results came to
18% of sales in the case of TEX, 17% in the case of
VAC, 4% in the case of AUT and 8% in the case of
SEM. On average, gross margins suffered from the
fall in the value of the dollar, but high per capita
sales (CHF 420000) and lean structures meant
that the break-even point remained low, amounting
to less than 70% of 2004 sales after consolidation.

Net assets (excluding LOH) amounted to an
average of CHF | 10 million, which is equivalent to
33% of sales. RONA (the operating result expres-
sed as a proportion of net assets) ranged from 40%
to over 80% in the case of TEX. The cash flow from
operating activity came to CHF 35 million —and was
therefore on target in terms of being roughly in
line with consolidated earnings.

There was little change in staff numbers, which
had already undergone drastic adjustments to mar-
ket circumstances after the exuberance of 2000.

The most prominent strategic event of the year
was the acquisition of the LOH Group on Novem-

ber |, 2004. LOH, the global market leader in the
processing of spectacle lenses and the number two
player in the fine optics sector, posted sales of
around CHF | 10 million and a moderately positive
result. It has a relatively high headcount of 370, in
line with its manufacturing depth.

The consolidation of LOH (2-month period)
in 2004 has lifted consolidated sales by CHF 20 mil-
lion to CHF 350 million and increases net assets by
CHF 60 million to CHF 164 million — in particular
because of LOH's significant property holdings. This
reduced the equity ratio, which would otherwise
have exceeded 80%, to 57 % (2003: 62%).

While LOH still has good potential for opera-
ting improvements, the strategic fit is perfect: LOH
has the same customers as Satis Vacuum, like Satis
itis a global market leader and has an extensive con-
sumables business and after the merger with Satis
in a market with a strong tendency toward a small
number of dominant players (such as Essilor or the
newly established Sola-Zeiss Group) it represents
a partner of substance.

The integration of LOH and Satis is under way,
as is the accelerated renewal of its range and glo-
bal sourcing. It is also working toward leaner struc-
tures. However, all this will not yet be reflected in
any increases in profits in 2005.

The Board of Directors is sticking to its divi-
dend policy, first applied in 2004, whereby one quar-
ter of its profits are distributed to shareholders on
condition that the equity ratio is higher than 45%
— which it is.

As staff share in the profits of their division
with up to two monthly salaries over and above
their “thirteenth salary”, 2004 was a good year for
them in this respect too. The Board of Directors
would like to thank you for your sterling efforts and
wishes you continuing success.

Yours sincerely
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Schweiter Technologies Group

Key figures

Group 2004 2003
Orders received in CHF 1000s 342 400 288 600
Gross revenues in CHF 1000s 349 969 269 973
Operating performance in CHF 1000s 331724 261388
Operating result before amortization of goodwill  in CHF 1000s 41 499 17 570
Operating result after amortization of goodwill in CHF 1000s 41 146 17217

as % of operating performance 12.4 6.6
Net income in CHF 1000s 35116 17 733

as % of operating performance 10.6 6.8
Development expenses in CHF 1000s 2] 525 16 617
Investments in property, plant and equipment in CHF 1000s 4 684 6 029
Overall balance sheet total in CHF 1000s 281 888 207 843
Shareholders' equity in CHF 1000s 160 129 129 450

as % of assets 56.8 62.3
Average headcount 822 782
Average gross revenues per employee in CHF 1000s 426 345
Stock market capitalization as at Dec. 31 in CHF 1000s 320 351 297 757
Earnings per share before dilution in CHF 24.53 12.30
Earnings per share after dilution in CHF 24.53 12.30
Holding 2004 2003
Net income in CHF 1000s 24 326 17 538
Share capital as at December 31 in CHF 1000s 10 106 14 437
— subdivided into bearer shares

with a par value of CHF 7 each

Conditional share capital in CHF 1000s 928 1326
— for share option plan in CHF 1000s 228 326
— for bonds or similar issues in CHF 1000s 700 1000
Authorized share capital in CHF 1000s 2100 3 000
Proposal of the Board of Directors
— Reduction in nominal value and distribution in CHF per share 6.00 3.00

For additional details see notes to the consolidated financial statements.



Schweiter Technologies Group

Division Performance

Operating result TEX
as % of operating
performance

(previous year)

19% (19%)

17%

(14%)

VAC *

AUT SEM

(-13%)
SSM Satis Ismeca Ismeca
(in CHF m) Textile Machinery Vacuum* Automation Semiconductor Total *
Orders received 97 77 43 106 323
(previous year) (-16%) (+24%) (-2%) (+57%) (+12%)
Operating performance 101 70 40 107 318
(previous year) (-3%) (+15%) (+8%) (+79%) (+22%)
Operating result 19.2 1.9 1.7 85 413
(previous year) (20.1) (8.5) (-34) (-8.0) (17.5)
as % of operating performance 19% 17% 4% 8% 13%
(previous year) (19%) (14%) (-9%) (-13%) (7%)
Headcount (December 31) 225 147 19 282 773
(previous year) (+8%) (+4%) (-7%) (+8%) (+4%)
Net assets ! 22 26 9 55 112
(previous year) (25) (24) (10) (51 (110)
RONA? 82% 46% 19% 16% 37%
(previous year) (87 %) (32%) (-25%) (-13%) (15%)

* Without LOH and “Other/ Eliminations”

") Net assets = Trade receivables, inventories & work in progress and property, plant & equipment minus trade liabilities and

payments on account received from customers.
D RONA =

Operating profit as % of the average net assets (return on net assets).



Schweiter Technologies Group

Portfolio

Portfolio strategy

I. Schweiter Technologies is developing business
in the high-tech mechanical engineering sector. A
maximum of customer needs are covered with a
minimum of standardized and modularized compo-
nents and machinery. This is the basis for quality,
cost-effectiveness and reliable procurement.

2. Theindividual business units (divisions) are glo-
bal market leaders in their segments — or at least
have the potential to become global market leaders.
Each is autonomous — including financially.

3. The core of each strategy consists of innova-
tion (starting point for all success to date), proxim-
ity to customers via an in-house sales and service
system and concentration on critical value creation.
Structures are lean and communications direct. Ear-
nings should largely correspond to free cash flow.

4. The same care is applied to management de-
velopment as to business development. A manage-
ment culture is promoted which goes beyond prod-
uct or even company cycles. In this way, limits are
determined not by market segments, technologies
or locations, but by these very management assets.

5. The holding company is not interested in buy-
ing and selling businesses, but aims to develop them
beyond the timespan of those currently in execu-
tive posts. Acquisitions are primarily intended to
strengthen current positions: divestments take
place if there are better owners than Schweiter, or
if there is no prospect of market leadership.

6. The only posts in the holding company are
those of the CEO (currently also CEO of Ismeca
Semiconductor), CFO and Group Controller. There
is a cross transfer of know-how. One member of
the Board of Directors concentrates on one division
(with monthly performance reviews).

Portfolio development

The foundations were laid with Schweiter's re-
structuring in 1986 (Marcel Meier, member of the
Board of Directors). Mettler was acquired in 1987,
followed by Scharer in 1989 and the two merged
to form SSM (Christian Kuoni). Structures were
streamlined and Dr. Hermann Mettler's trailblazing
invention preciflex™ was brought onto the market
(Rolf Schoemezler, member of the Board of Direc-
tors). From 1996 onward SSM “pulled out all the
stops” (Beat Siegrist, CEO) in terms of marketing,
innovation and outsourcing and supply chain mana-
gement. From that point onward SSM posted sub-
stantial profits.

1999 saw the acquisition and integration of
Stahle-Eltex and Hacoba (Walter Nadalin, who had
developed Mettler's invention to the point where
it was ready for market launch).

Satis Vacuum was acquired in 1998, increasing
Schweiter's size by more than half, Ismeca was
acquired in 2000, virtually doubling the size of the
Group, and the LOH Group was acquired in 2004,
resulting in another big step forward in the form of
an increase in sales by one third compared with
2004. The acquisition of the LOH Group marks
the implementation of the key components of the
portfolio strategy (Dr. Urs Meyer):

— high-tech mechanical engineering

— global market leadership

— (extraordinary) expansion of strategic position

— know-how transfer (in particular procurement)
— management development.

Trained at the Harvard Business School, the new
CEO of the Satis LOH Group expanded and de-
monstrated his skills as CEO of Satis Vacuum.
Starting from a baseline of sales totaling CHF 66
million in 1996, annual growth comes to more than
22% (before LOH) and will continue with the full
consolidation of LOH in 2005. Although it is not
possible to make plans for further acquisitions, it is
possible to make plans to generate the necessary
resources, plan management development and en-
gage in a watchful analysis of potential candidates.
Schweiter Technologies has reached a point where
its identity is primarily defined by these skills and its
resulting successes.



Schweiter Technologies Group

Portfolio development *

LOH
112 (1%)
SEM
110 (8%)
Ismeca
AUT
42 (4%)
VAC
Satis Vacuum 73 (15%)
TEX Hacoba
Stahle-Eltex ||
Schérer
Mettler 105 (18%)
Schweiter
1986 87 89 96 98 99 2000 2004
60 (1%) 66 (11%) Gross revenues (EBIT) 330 (12%)
CHF m (%) without LOH

*without Vollenweider (1988-1995) and without Polytex (1989-1994)



Schweiter Technologies Group

Essentials of the consolidated income statement

Sales 523 CHF m

30% increase compared with the previous year
(+22% based on the same scope of consolidation).
With the exception of SSM Textile Machinery
(TEX), which saw a decline of CHF -5 million, all
divisions contributed to the CHF 80 million in-
crease, with sales up CHF 8 million (plus CHF 21

million from LOH for 2 months) at Satis Vacuum SEM~
(VAC), CHF 7 million at Ismeca Automation (AUT) AUT*
and CHF 49 million at Ismeca Semiconductor (SEM).

VACH:

TEX

* Acquisition

in 2000
** without LOH

2000 2001 2002 2003 2004

Operating result CHF m
The result improved significantly thanks to
higher volumes and a stable fixed-cost structure.
The gross margin increased slightly despite price
pressure and the weak US dollar. TEX
VAC:*
SEM *
AUT*
0
*Acquisition

in 2000
** without LOH

2000 2001 2002 2003 2004



Schweiter Technologies Group

Annual result

Favorable tax ratios at TEX and VAC at the
same time as a slightly negative financial result
brought the company the highest annual profit in its
history.

Price of bearer shares

As of December 31, 2004, |.44 million shares
were outstanding (nominal value CHF 7.00).
The most important shareholders are Dr. Hans
Widmer/Hans Widmer Management AG (25%)
and Beat Siegrist (5%).

56.4

349

CHF m

Operating profit
before goodwill

Amortization
of goodwill,
financial result,
taxes

Annual result

* including:
amortization 46.7+F
of goodwill 104.2
extraordinary
financial income 111.4
** Impairment Ismeca
-48.7
2000 2001 2002 2003 2004
1295 CHF
|
200 206 222
| |
: 80
I
2001 2002 2003 2004  31.3.05



Schweiter Technologies Group

Essentials of the consolidated balance sheet

Assets

Cash and cash equivalents

At the end of 2004, the Group had a comfor-
table cash position of CHF 46 million. At CHF 40
million, the net cash position was at the same level
as the previous year, although the acquisition of
LOH was paid for in cash.

Net assets

Despite a clear increase in volumes, net assets
— based on the same scope of consolidation — re-
mained virtually unchanged compared with the
previous year. The acquisition of the LOH Group
led to an increase in net assets by around CHF 55
million to CHF 164 million. Net assets consisted of
trade receivables (68), inventories (74), property
plant and equipment (49), trade liabilities (21) and
payments on account received from customers (6).

Goodwill

The goodwill position still comes to a good
CHF 5 million. No goodwill arose from the acqui-
sition of the LOH Group.

Development net cash CHF m
Net cash
Acquisition 40 40
Ismeca
7 6
Acquisition
Net debt | -37 LOH

2000 2001 2002 2003 2004

Liabilities

Interest-bearing liabilities

As of the end of the year, interest-bearing lia-
bilities had decreased to around CHF 6 million.

Shareholders' equity
At CHF 160 million, shareholders' equity was

on a par with net assets. The ratio of shareholders'
equity to total assets stood at 57 %.



Schweiter Technologies Group

Assets Liabilities

Other 33
86 Other
Goodwill 49
Liabilities
from
Cash 9 acquisition
Interest-
bearing
l liabilities
D) Net assets
Equity
CHF m 52% 35% Equity ratio

2001 2002 2003 2004 2004 2003 2002 2001

") Net assets = Trade receivables, inventories & work in progress and property, plant & equipment minus trade liabilities and
payments on account received from customers









Schweiter Technologies Group

SSM Textile Machinery

An EBIT of CHF 19 million, or 18%, was ge-
nerated on sales of CHF 105 million (-4 %).

Market

Turkey and China were the most important
markets in the first half of the year while India was
in pole position in the second half of the year, fol-
lowed by Pakistan and South America. The second
half of the year saw a general fall-off in demand.
This was most pronounced in China, where many
projects were delayed by government measures to
slow down the economy. The staple market was
subdued, as were twist projects within that market.
By contrast, there was brisk demand for microfiber
yarns, particularly from Turkey.

Product range

Both simpler machines, e.g. for yarn dyeing
preparation, and more complex processing ma-
chines for the manufacture of composite yarns with
texture and elastane were successful. In the sewing
yarns sector, Hacoba's dominant position in the
final make-up segment was strengthened while the
redesigning of the ageing four-spindle machines re-
sulted in a considerable reduction in manufacturing
complexity, without narrowing the breadth of the
product range. The wire product segment was sold
to a company with which SSM already had long-
standing cooperative links.

TW, a new, low-cost machinery platform, met
with a positive reception on the market and will gen-
erate sufficiently high margins despite unfavorable
dollar exchange rates. Other innovative functions
were introduced, such as electronically monitored
control of thread tensioning, an even faster thread
hub and versatile oiling.

The first uniplex™ machines marked a further
advance into new niche applications. These produce
yarns by means of a stretch-break process. How-
ever, this business, involving exclusive cooperation
with Dupont, will take quite some time to establish
and is still in the nature of a venture.

Sourcing

Currency pressure made it necessary to in-
crease procurement from eastern Europe and Asia.
SSM's readiness to deliver remained high, however,
underscoring the quality of the supplier network.

The new factory with local Chinese suppliers
in Zhongshan delivered its first machines. This
factory provides an important basis for long-term
penetration of the Chinese market as a local supp-
lier with reasonably priced machines.

Organization

The Division's previous CEO, Walter Nadalin,
left Schweiter to take up a new challenge else-
where. We would like to thank him for his out-
standing services. Kurt Eugster was appointed his
successor effective March 2005. This also resulted
in additional changes in personnel in the fields of
marketing, sales and service. The structures were
scaled back slightly in Horgen, Reutlingen and
Wuppertal and the global headcount, including
the factory in Zhongshan, rose to 225 (previous
year: 208).

Outlook

Despite SSM's dominant market position, 2005
will be a demanding year, with margins and sales
squeezed by the weak dollar and international and
local competition.



SSM Textile Machinery

Management
Walter Nadalin Chief Executive Officer
(until June 30, 2004) Employees at year-end
Kurt Eugster Chief Executive Officer 299 260 212 208 225
(from March 1, 2005)
Christian Hotz Chief Financial Officer
Martin Kloti Chief Financial Officer
(from October I, 2004)
Marc Schaad Head of R&D CHF m Operating profit *
Claudio Zinetti Head of Supply & Production
Head of Supply Group
Patrick Epp Head of Marketing & Sales
Urs Gull Head of Marketing & Sales
(from October |, 2004)
Ralf Lucht Head of Hacoba Spultechnik

Horst Liichinger Head of SSM Far East

Gross revenues

Machine programme

SSM — Doubling, dyeing, winding, singeing, air
covering, yarn preparation machines and elastane
processing machines

Hacoba — Final make-up of sewing yarns, wire
winding machines

SSM Stihle Eltex — Air jet texturing machines,
heat draw setting machines

Sales markets

Europe 57% (incl. Turkey and Middle East)
Americas  12%

Asia 31% (incl. India)

2002
* Increase in profitability
* New product line for sewing yarn

* Development and sales centralized
2003 2000 2001 2002 2003 2004
* Launch of various new products (ITMA)
* Cooperation with DuPont on the development
of a new spinning process (Uniplex™)
* Establishment of SSM (Zhongshan) Ltd., China
2004
* Development of new TW machine platform
* Market launch of innovative functions:
electronic control of thread tensioning, new
thread hub and oiling *Scale 10 times gross sales









Schweiter Technologies Group

Satis Vacuum

Satis Vacuum once again improved on the pre-
vious year's good result. Sales (without LOH) grew
by 12% to CHF 73 million and EBIT (without LOH)
rose by 34% to CHF | | million. Factors which con-
tributed to this were the increase in revenues
driven by key account sales successes scored with
the compact SP 200 machine, and the fact that
fixed costs were kept low.

Market

The European market presented a robust pic-
ture at a high level, but with no significant growth
impetus apart from key accounts.

In the US market, investments in coating capa-
city made by lens manufacturers and retail chains
over recent years are enhancing the availability and
appeal of anti-reflection treatments for end consu-
mers. The strong growth continued and sales of
machines and consumables increased by 54% in
local currency (+42% in CHF), as againstan increase
of 43% the previous year.

Investment in coating systems for prescription
lenses is still subdued in the Asian markets. In light
of the economic development of this region, an in-
crease is only expected in the medium term.

Product range

The compact sputtering system achieveda 0%
share of machine sales. The projects for one-hour
retail chains in Europe and the US are being imple-
mented.

The box coater product lineis in sync with mar-
ket requirements. The trend toward the high-gra-
de coating processes and

coatings offered is continuing.

superhydrophobic

CVD coating technology allows fully auto-
mated hard-coating and simultaneous antireflective
treatment of spectacle lenses. In cooperation with
Schott HICotec, the PICVD process was brought
to technological maturity for core applications. In
addition to the opportunities for stock lenses,

20

openings for large-scale prescription lens manufac-
turers are also emerging.

Organization

The US market organization was strengthened
and R&D activities were stepped up.

Integration of LOH

The merger of the two market leaders Satis
and LOH on November |1, 2004 produced a full-
service supplier for the surface processing and
coating of spectacle lenses which has the capacity
to hold its own amid the trend towards concen-
tration seen on the market, as well as offering scope
for expansion in the fine optics segment.

The local service and sales organizations are to
be merged and strengthened. The market in Asia
will be targeted in greater depth.

The development is focused on process inte-
gration, which is expected to bring customers a
sharp rise in productivity.

Consolidation at customer level is continuing,
particularly as lens manufacturers buy up indepen-
dent prescription lens businesses. The takeover of
Cole National (USA) by Luxottica (ltaly) has given
rise to the spectacles industry's leading retail chain
and the announced merger of Zeiss (Germany) and
Sola (USA) will create new global structures.

2005 will be dominated by the merger and
reorganization processes. Satis Vacuum itself will
be able to repeat the previous years' good results.



Satis Vacuum

Management

Dr. Urs Meyer

Bruno Fischer
Hans-Peter Eigenmann
Luca Cavadini

Chief Executive Officer
Chief Financial Officer
Head of Marketing & Sales
Head of Satis Vacuum Italy
Guiseppe Di Paola Head of Services

Antonello Vanucci

Frank Breme Head of Sputtering
Werner Kalb Head of Consumables
Larry Clarke Head of Satis Vacuum USA

Machine programme

Ophthalmics

Systems for pre-treatment, anti-reflective treat-
ment and coating of spectacle lenses based on high-
vacuum PVD, sputtering and CVD technologies
Precision optics and special applications
Systems for manufacturing optical layers and
coating optical components

Sales markets

Europe 55%
Americas 40%
Asia 5%
2002

* Venture with RTC adjusted, structural costs
reduced

* Fall-off in demand (second half of year)

* Innovations launched, sputtering has proved itself

2003

* Key accounts won in Europe and the US

* Sputtering operations reach break-even point

* Partnership with Schott HiCotec for market
launch of PICVD technology

* Fixed overheads unchanged, but savings on
procurement

2004

* Expansion of US market position and cooperation
with key accounts

* Profitability maintained despite unfavorable USD

* PICD technically ready for core application

* SP 200 compact machine as key sales driver in
optical retail chains

* Acquisition of LOH as leading supplier of
equipment for surface and edging treatment
of optical components

Head of R&D Satis Vacuum Italy

21

Employees at year-end

167 141 144 142 147
(without LOH)
CHF m Operating result *

Gross revenues

75 72

69 73

2002 2003 2004

*Scale 10 times gross sales
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Ismeca Automation

Figures such as a 21% increase in sales to CHF
42 million, an EBIT of nearly CHF 2 million and per
capita sales of CHF 350000 already present a res-
pectable picture, but the most remarkable feature
of 2004 was the unbroken advance into the most
lucrative market segment: medical technology.

Market

Sales figures clearly reflect the penetration of
the medical technology sector: 2003: CHF 14 mil-
lion, 2004: CHF 24 million — with an order intake
of CHF 32 million.

Current demand suggests that this trend will
continue for drug delivery and infusion sets, with
simultaneous systematic expansion into the testing
& diagnostics segment.

Demand for lines for the production of inkjet
cartridges remained weak. Development of new
print heads was stagnant as were volumes, but
Ismeca Automation maintained its status as prefer-
red supplier to the global market leader. The latter
is planning to expand the technology (inkjet nozz-
le firing) into areas other than printing.

There was no revival in the electrical connec-
tions sector — assembly in low-wage countries is
making investments unattractive and Ismeca deci-
ded to pull out of this area.

Products

In the fourth quarter, eight applications had al-
ready been sold from the new Isemline platform
which will considerably expand the possibilities in
medical technology.

Organization

Personnel numbers and structures stabilized af-
ter the drastic downsizing of previous years. The
newly functional organization proved a pronounced
success.

24

Ismeca strengthened its foothold in the United
States and concrete alternatives for a local pre-
sence in this most important of markets were
identified. Anticipated implementation in the first
half of 2005.

Outlook

At the beginning of the year, orders on hand
stood at a comfortable CHF 21 million and the
order outlook was very good. This is particularly
true in the field of medical technology for both dia-
gnostic and therapeutic applications not involving
medical personnel.



Ismeca Automation

Management

Serge Peguiron Chief Executive Officer
Didier Faller Chief Financial Officer
Jean-Paul Boillon Head of Engineering
Frédéric Rappan Head of Supply

Erik Poulsen Head of Marketing & Sales

Machine programme
Assembly automation for:

* Medical technology

* Electromechanical components
* Inkjet cartridges

Sales markets
Europe 42%
Americas 58%

2002

* Sharp fall in order backlog at the beginning
of the year

* Drastic restructuring measures at Ismeca USA

2003

* Adjustment of capacity

 Adjustment of structures in US

¢ Successful expansion of medical business

* Good backlog of orders at the end of 2003

2004

* Expansion of market position in medical
technology sector

* Limited demand for lines for inkjet cartridges

* Expansion into testing and diagnostics

25

398

CHF m

Employees at year-end

264

Gross revenues

88

2000

121

2001

171 128 119

Operating result *

42

2004

*Scale 10 times gross sales
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Ismeca Semiconductor

Sales of CHF | 10 million and an EBIT in excess
of CHF 8 million show that the new products, pro-
duction method and organization have passed the
test of the first upturn sins 2000.

Market

China and Malaysia were the most important
markets, followed by Thailand and Mexico. Since
the dollar zone accounts for 90% of its sales, Ismeca
remained under tremendous price pressure.

Ismeca Semiconductor held its own as an im-
portant supplier. In addition to the discrete semi-
conductors segment, which Ismeca dominates, the
new small surface-mounted ICs “LLPs and QFNs”
enjoyed a similarly buoyant trend. Ismeca Semi-
conductor also moved into the market for unpack-
aged bare die semiconductors

It likewise gained access to major Japanese and
Taiwanese customers.

A substantial rise in demand in the first half of
the year, was followed by an equally marked decline
in orders. The short cycle of less than one year in
the back-end did not lead to overcapacity among
customers. All machines sold went into full pro-
duction. This was not the case during the last cycle
but one, when it took over a year before all ma-
chines delivered were in use.

Product range

All machine types contributed to the market
success. The world's fastest machine for ultra-small
electronic components has a throughput of 40 000
units per hour.

Another new product processes components
straight from wafers.

New concepts in the power and small outlet
integrated circuits sectors also came onto the mar-
ket, as did machines for memory ICs.

28

Ismeca Semiconductor acquired the 3D inspec-
tion business from its long-standing cooperation
partner. Collaboration in the field of electrical
testers resulted in initial sales of systems.

Organization

The organization, which underwent a thorough
renewal after the boom in 2000 and is now func-
tional, weathered the challenges posed by the
upturn. Delivery times remained less than three
months throughout, bearing witness to the quality
of the supplier network.

At the end of the year, the global headcount
stood at 282. Per capita sales came to CHF 400 000.

Structural costs only rose by 10% despite the
near-doubling of sales.

Outlook

Many customers saw a fall in utilization of pro-
duction capacity in the fourth quarter of 2004. This
resulted in a decline in new orders, and 2005 got
off to a sluggish start. However, as customers are
not overinvesting, the prevailing mood for the
second half of 2005 is one of cautious optimism.



Management

Beat Siegrist
Camillo Narcisi
Jean-Charles Authier
Eugen Pfiffner

Urs Gull

Andreas Mitterdorfer

Sandor Sipos
Laurent Stocker

lan von Fellenberg
Gérard Probst
Gilbert Fluetsch

Ismeca Semiconductor

Chief Executive Officer
Chief Financial Officer

Head of R&D

Head of Supply & Production
Head of Marketing & Sales

Head of Marketing & Sales
(from October I, 2004)

Head of Services

Head of Services
(from October I, 2004)

Head of Semic. North Asia
Head of Semic. South Asia
Head of Semic. North America

Employees at year-end

664 428 297 261 282
CHF m Operating result *
41 1

208 Gross revenues

Machine programme
High-speed machines for finishing, testing,
inspection, marking and taping of

* discretes
* ICs

* BGAs

* Bare dies

Sales markets

Europe 9%
Americas  13%
Asia 78%
2002

* Breakeven at CHF 80 million

* Intensive preparation so as to be able to deal with
the upturn with a minimum of additional personnel
and friction costs (supply chain management)

* So far no visibility for market-driven volume
recovery

2003

* Break-even point not reached

200

* Market share held despite declining market
* Fundamental innovation

» Marked increase in new orders

2004

* Good year with clear increase in volumes

* Low fixed cost structure maintained

* Per capita sales upped to CHF 0.4 million
* Successful market launch of new generation
of machines

9

*Scale 10 times gross sales
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Schweiter Technologies Group

Consolidated balance sheet as at December 31, 2004

Assets (in CHF 1000s) 2004 % 2003 %
Current assets

Cash and cash equivalents 45 687 48 899

Trade receivables 67 980 55 351
Receivables from current income taxes 2261 1018

Other receivables 16 861 10211

Prepaid expenses and accrued income | 628 940
Inventories and work in progress 74 191 50 865

Total current assets 208 608 74.0 167 284 80.5
Non-current assets

Property, plant and equipment 49 452 27 188
Long-term receivables I'1 747 1561
Participating interests in associated companies - -
Deferred income tax assets 5823 5984
Intangible assets 6 258 5826

Total non-current assets 73 280 26.0 40 559 19.5
Total assets 281 888 207 843
Liabilities (in CHF 1000s)

Short-term liabilities

Short-term interest-bearing liabilities 983 2201
Commission payments 4 692 5593

Trade liabilities 2| 498 18 152

Other liabilities 13314 10 704
Accrued expenses and deferred income 27 752 17 667
Short-term provisions 9263 3967
Current income taxes 5701 3205

Total short-term liabilities 83 203 29.5 61489 29.6
Long-term interest-bearing liabilities 4791 6 207
Deferred income tax liabilities 3847 | 543
Long-term provisions 7 245 6181

Pension obligations 22 43| 2973

Total long-term liabilities 38314 13.6 16 904 8.1
Total liabilities 121 517  43.1 78 393 377
Minority interests 242 0.1 - -
Shareholders' equity

Share capital 10 106 14 437
Treasury shares -2173 -2 391
Premium 107 381 107 381

Profit reserves 18 100 221

Net income 35116 17 733

OCI (other comprehensive income) 516 505
Currency translation differences -8917 - 8436
Shareholders' equity 160 129 56.8 129 450 62.3
Total liabilities 281 888 207 843

For additional details see notes to the consolidated financial statements.
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Schweiter Technologies Group

Consolidated income statement for the business year 2004

(in CHF 1000s) 2004 % 2003 %
Gross revenues 349 969 105.5 269 973 103.3
Sales deductions - 14 855 -45 - 10265 -39
Net revenues 335114 101.0 259 708 99.4
Change in inventories of semi-finished and finished goods - 3390 - 1.0 | 680 0.6
Operating performance 331 724 100.0 261 388 100.0
Cost of materials - 158 226 -47.7 - 125191 -479
Personnel expenses -70 323 -21.2 -65757 -252
Development expenses -21 525 -6.5 -16 617 -6.3
Other operating expenses - 37 571 - 113 -34160 - 13.1
Other operating income 1712 0.5 2 430 0.9
Depreciation & amortization of other intangible assets -4292 - 1.3 -4523 - 1.7
Amortization of goodwill - 353 - 0.1 - 353 -0.1
Operating profit 41 146 12.4 17 217 6.6
Financial income 4 496 1.4 7 357 2.8
Financial expenses -5510 - 1.7 - 6 687 -25
Income before taxes 40 132 12.1 17 887 6.9
Income taxes -5014 -1.5 - 154 -0.1
Net income before minority interests 35118 10.6 -

Minority interests -2 -

Net income 35116 10.6 17 733 6.8
Earnings per share before dilution (in CHF) 24.53 12.30

Earnings per share after dilution (in CHF) 24.53 12.30

For additional details see notes to the consolidated financial statements.
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Schweiter Technologies Group

Consolidated cash flow statement for the business year 2004

(in 1000 CHF) 2004 2003
Income before taxes and minority interests 40 132 17 887
Liquidity-neutral items:

— Depreciation and amortization intangible assets/goodwill 4 645 4876
Change in provisions and pension obligations -4193 - 1499
Profit/loss on sales of property, plant and equipment -123 -2085
Interest income - 822 -727
Interest expenses 606 1117
Operating profit before adjustment of net current assets 40 245 19 569
Change in trade receivables 7 502 647
Change in other receivables and accruals -2904 -27
Change in inventories and work in progress 1 997 9102
Change in trade liabilities -4 569 2878
Change in other liabilities and deferrals - 263 2 864
Cash flow from operating activity 42 008 35033
Interest paid -513 - 1095
Income taxes paid -3372 - 3434
Net cash flow from operating activity 38123 30504
Acquisition of subsidiary -20 634 -
Purchase of property plant and equipment -2 149 - 3441
Sale of property plant and equipment 191 9313
Interest received 688 662
Cash flow from investment activity -21 904 6 534
Change in long-term receivables - 5537 -762
Change in leasing liabilities 65 -1
Repayment of long-term loans - 6579 - 4485
Repayment of short-term loans - 1857 -29039
Share capital decrease (par value reduction) -4 331 -
Purchase/sale of treasury shares 364 -2 391
Cash flows from financing activity - 17 875 -36 678
Currency exchange differences on cash and cash equivalents - 1556 323
Change in cash and cash equivalents -3212 683
Cash and cash equivalents as at January | 48 899 48 216
Cash and cash equivalents as at December 31 45 687 48 899

For additional details see notes to the consolidated financial statements.
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Schweiter Technologies Group

Change in consolidated shareholders' equity

Currency
Treasury Profit translation
(in CHF 1000s) Share capital shares Premium reserve OCl  difference Total
Balance as at Dec. 31, 2002 14437 0 10738l 221 473  -8059 114453
Net income 17733 17733
Purchase of treasury shares -2391 -2391
Foreign currency differences -377 -377
Change in market value
of cash flow hedges 32 32
Balance as at Dec. 31, 2003 14437 -2391 107381 17954 505 -8436 129450
Net income 35116 35116
Change in treasury shares 218 146 364
Nominal value repayment -4331 -4331
Foreign currency differences -481 -481
Change in market value
of cash flow hedges I I
Balance as at Dec. 31, 2004 10106 -2173 107381 53216 516 -8917 160129

35



Schweiter Technologies Group

Principles of consolidation and valuation

General

Schweiter Technologies AG is a company estab-
lished under Swiss law domiciled in Horgen. lIts
mains activities are the development, manufacture
and global distribution of technologically high-grade
machines.

The Schweiter Technologies Group prepares
its consolidated financial statements in accordance
with the principles of the International Financial
Reporting Standards (IFRS) on the basis of histori-
cal acquisition values. In addition, it also presents
the information required by Swiss company law.

The annual financial statements are presented
in Swiss francs, as the most important group units
operate from Switzerland and the majority of the
Group's transactions are conducted in Swiss francs.

Basis of consolidation

The Group's consolidated financial statements,
comprising the balance sheet, income statement,
cash flow statement and change in consolidated
shareholders' equity are based on the audited
annual statements of the companies included as at
December 31, 2004 and December 31, 2003. The
statements of the individual companies, which
follow local requirements and customary practices,
have been adapted to IFRS on the basis of standard
Group-wide structuring and valuation principles
and have been combined into the consolidated
financial statements.
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Principles of consolidation

The consolidated annual accounts of Schwei-
ter Technologies Group encompass all companies
in which the Group holds more than 50 % of voting
rights or exercises de facto control in some other
form. Newly acquired companies are consolidated
from the date of acquisition. The results of compa-
nies disposed of are included up until the date of
the sale.

Companies in which the Group holds more
than 20% of voting rights, but not more than 50%,
are reported according to the equity method, pro-
vided effective control is not exercised in some
other form. Thus, they are reported in the balance
sheet at acquisition value, corrected for dividend
payments and the Group's shares in the accumulated
profit or loss after the acquisition.

Companies in which the Group holds less than
20%, are reported in the balance sheet at fair
value. Changes in value are reported under Group
reserves without any impact on the income state-
ment and are only transferred to the income state-
ment when sold (treated as financial assets held for
sale in accordance with IAS 39). If fair value cannot
be determined reliably, assets are valued at acqui-
sition costs. Any impairments are taken into
account by decreases in value with an impact on the
income statement.

The capital consolidation is performed based
on the purchase method. The assets and liabilities
of newly acquired companies are stated at their fair
value at the time of acquisition. Minority interests
are minority shareholders' share in total assets
minus liabilities.

In performing the consolidation, all transac-
tions and balances between the consolidated com-
panies are eliminated. The annual accounts includ-
ed in the consolidation are prepared according to
standard valuation principles as at December 31.
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Segment information

The segment information is primarily presented by
divisions and in second place by regions — broken
down into Europe, Americas, Asia and the rest of
the world.

The Schweiter Technology Group is subdivided
into four divisions which form the basis for the
primary format of the segment reporting. These
are:

— SSM Textile Machinery
— Satis Vacuum

— Ismeca Automation

— Ismeca Semiconductor

“Other/Eliminations” includes central manage-
ment and financial functions of Schweiter Techno-
logies AG (Holding) and eliminations from the con-
solidation.

Sales between the individual divisions are sett-
led at arm’s length conditions.
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Changes in the scope of consolidation
Changes in the scope of consolidation:

100% of the shares of LOH Holding AG, Dor-
nach, were acquired effective November |, 2004.
The transactions and results of the LOH Group
are contained in the consolidated annual financial
statements as of the date of the acquisition.

The impact of the acquisition on cash flows and
the income statement can be seen under note 31.
In respect of segment reporting, the LOH Group
comes under the “Satis Vacuum” segment.

Changes within the scope of consolidation:

In the year under review, Ismeca USA Semi-
conductor Inc., Ismeca USA Automation Inc. and
Ismeca USA Properties Inc. merged to form Ismeca
USA Inc.



Principles of consolidation and valuation

Scope of consolidation

The following companies were fully consolidated as at December 31, 2004:

Schweiter Technologies Group

Company Purpose Share capital in 1000s Shareholding
Schweiter Technologies AG Holding company CHF 10106 -
Horgen, Switzerland

SSM Schirer Schweiter Mettler AG Production CHF 6000 100 %
Horgen, Switzerland and distribution

SSM Vertriebs AG Distribution CHF 100 100 %
Baar, Switzerland

SSM Stihle Eltex GmbH Production EUR 51 100 %
Reutlingen, Germany and distribution

Hacoba Spultechnik GmbH Production EUR 25 100 %
Wouppertal, Germany and distribution

SSM (Zhongshan) Ltd. Production usb 250 100 %
Zhongshan, China and distribution

Satis Vacuum Holding AG Holding company CHF 5000 100 %
Baar, Switzerland

Satis Vacuum Industries Vertriebs AG Head office CHF 500 100 %
Baar, Switzerland and distribution

Satis Vacuum Industries S.p.a. Production EUR 5165 100 %
Mailand, Italy and distribution

Satis Vacuum Deutschland GmbH Distribution EUR 102 100 %
Erlensee, Germany

Satis Vacuum of America Distribution usD 0.001 100 %
Groveport, Ohio, USA

Satis Vacuum (UK) Ltd. Distribution GBP 0.001 100 %
Bolton, UK

Satis Vacuum Asia Pte Ltd. Distribution SGD 100 100 %
Singapore

Satis Photonics AG Production CHF 500 100 %
Horgen, Switzerland and distribution

Loh Holding AG Holding company CHF 4000 100 %
Dornach, Switzerland

Loh Optikmaschinen GmbH Production EUR 7900 100 %
Wetzlar, Germany and distribution

Loh Optikmaschinen AG Services CHF 1500 100 %
Dornach, Switzerland

Loh Engineering AG Production CHF 5000 100 %

Oensingen, Switzerland

and distribution
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Company Purpose Share capital in 1000s Shareholding
Ernst Loh GmbH Holding company EUR 102 100 %
Wetzlar, Germany

Loh Optical Machinery Inc. Distribution usb 53 100 %
Germantown, USA

Loh Opticservice France SA Distribution EUR 153 90 %
Villepinte, France

Loh Opticservice Ibérica S.L. Distribution EUR 3 100 %
Barcelona, Spain

Loh Optical Machinery (Singapore) Ltd. Distribution SGD | 100 %
Singapore

Loh Optical Machinery Asia Ltd. Distribution HKD 10 100 %
Hong Kong

Loh Machinery Trading (Shenzen) Ltd. Distribution usb 300 100 %
Shenzen, China

Ismeca Automation Holding SA Holding company CHF 1400 100 %
La Chaux-de-Fonds, Switzerland

Ismeca Europe Automation SA Production CHF 500 100 %
La Chaux-de-Fonds, Switzerland and distribution

Ismeca France S.a.r.l. Distribution EUR 40 100 %
Besancgon, France and services

Ismeca Semiconductor Holding SA Holding company CHF 5000 100 %
La Chaux-de-Fonds, Switzerland

Ismeca Europe Semiconductor SA Production CHF I 100 100 %
La Chaux-de-Fonds, Switzerland and distribution

Ismeca GmbH Distribution EUR 26 100 %
Deckenpfronn, Germany and services

Ismeca USA Inc. Distribution usD 100 100 %
Carlsbad, CA, USA and services

CDF Holding Inc. Holding company usb | 100 %
Delaware, DE, USA

Ismeca Malaysia Sdn. Bhd. Production MYR 2500 100 %
Melaka, Malaysia and distribution

Ismeca Asia, Ltd. Distribution HKD 150 100 %

Aberdeen, Hong Kong

and services
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Schweiter Technologies Group

Principles of consolidation and valuation

Gross revenues

Gross revenues include all invoiced sales of
machines, spare parts, services and rental income.
Revenues from construction contracts are valued
by the percentage of completion (POC) method.
The percentage of completion is based on the
ratio of costs incurred (i.e. by the reference date)
to the overall anticipated costs of the order.

Net proceeds from revenues
and realization of income

Net proceeds from revenues includes all in-
voiced sales to third parties after deduction of
value added tax, quantity discounts, commissions,
losses on bad debts, other sales deductions and the
cost of carriage, insurance and packaging. Income
is accounted for on delivery or rendering of the
service respectively.

Interest income is recognized in the period it
is earned, factoring in outstanding loan sums and
the applicable interest rate.

Conversion of foreign currencies

The annual statements of foreign subsidiaries
are prepared in the corresponding national cur-
rencies and converted into Swiss francs for consol-
idation purposes. The balance sheet is translated at
year-end exchange rates, and the income statement
at the average exchange rate for the financial year.
Resulting conversion differences are booked direct-

The following exchange
rates were applied (in CHF)

Year-end rate 31.12.
for the balance sheet

ly under shareholders' equity and therefore have no
impact on the income statement. Other exchange
rate differences, including those arising from
foreign currency transactions in connection with
normal business activities, are charged or credited
to the income statement.

Financial instruments

The financial instruments used are recorded on
the balance sheet as of the trading date.

Derivative financial instruments are recorded
in the balance sheet at market values in accordance
with IAS 39. The Group mainly uses forward
exchange contracts as a means of hedging foreign
currency risks. A forward exchange contract used
to hedge an underlying transaction, in particular an
ongoing order or a trade receivable denominated in
a foreign currency, constitutes a fair value hedge. In
this case the changes in market value arising from
the hedging transaction and the underlying trans-
action are taken to income under consideration of
deferred taxes, and the market values are stated
together with the underlying transaction; the net-
ted-out effect is reflected in the result. A cash flow
hedge exists in particular where exchange rate
hedging transactions are concluded in advance for
future orders. The change in market value is
reported in shareholders' equity without affecting
the result (OCI, other comprehensive income/ex-
pense) and under consideration of deferred taxes,
and the market value is reported under accruals and
deferrals.

Year-average rate
for the income statement

USA Dollar  USD |
Euro zone Euro EUR |
UK Pound  GBP I
Singapore Dollar  SGD |
Malaysia Ringgit MYR 100

Hong Kong Dollar ~ HKD |

2004 2003 2004 2003
1.14 1.24 1.24 1.35
1.55 1.56 1.54 1.52
2.19 221 2.28 2.20
0.70 0.73 0.73 0.77

29.80 32.75 32.70 35.43
0.15 0.16 0.16 0.17
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Market risks and risk management
Basic principles

The market risks to which the Group is
exposed mainly relate to interest rates, foreign
currencies and counterparty default. The Board of
Directors is responsible for overseeing the Group's
internal controlling systems which monitor, but
cannot rule out, the risk of inadequate business
performance. These systems provide appropriate,
though not absolute, security against significant
inaccuracies and material losses. Management is
responsible for identifying and assessing risks that
are of significance for the division in question.

In addition to quantitative approaches and
formal guidelines — which are only part of a com-
prehensive risk management approach — it is also
considered important to establish and maintain a
corresponding risk management culture.

Financial instruments should be considered in
particular to be bank balances, receivables, trade
liabilities and interest-bearing liabilities. The book
value of the bank balances, receivables and trade
liabilities is largely the same as their market value.
Most are denominated in Swiss francs. Smaller
amounts for the settlement of day-to-day business
are denominated in foreign currencies.

Risk of changes in interest rates

The risk of changes in interest rates primarily
relates to long-term interest-bearing liabilities. In
the case of mortgage loans, interest rate risks are
minimized by staggered maturities and fixed
interest rates. No derivative financial instruments
are used to hedge against the risk of changes in
interest rates.

Foreign currency risk

As the Group sells products and services in
foreign currencies, it is exposed to fluctuations in
exchange rates. The bulk of its sales are denomi-
nated in Swiss francs. Forward exchange transac-
tions are used to hedge exchange rate risks. These
instruments are not used for speculative purposes.
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Credit risk

There are no cluster risks relating to trade
accounts receivables. To minimize default risks,
where appropriate additional collateral (e.g. irre-
vocable confirmed documentary credits, bank
guarantees, credit risk insurance etc.) is agreed
upon based on specific industry, country and
customer analyses. The Group only has bank
accounts with first-class banks. The Group carries
out constant checks on customers' creditworth-
iness and does not have any major concentrations
of default risks.

Cash and cash equivalents

Cash and cash equivalents contain cash hold-
ings, postal and bank account balances and money
market investments with maturities up to 3 months.

Trade receivables

The reported value corresponds to the in-
voiced amounts less value adjustments for provi-
sion for bad debts.

Inventories and work in progress

Purchased goods are reported at acquisition
costs, self-produced goods are reported at
production costs. If the net sales value is lower,
corresponding value adjustments are made. The
production costs include the full costs of the
material, the proportionate manufacturing costs
and the proportionate general overheads.

Inventories are valued using the weighted
average costs method or the FIFO method. For non-
marketable parts held in inventory an appropriate
value adjustment was formed on the basis of fre-
quency of turnover.

A corresponding value adjustment is perform-
ed for customer-specific, finished machines which
remain in inventory for longer than one year and
for all machines kept for demonstration purposes.
Interim profits on intra-Group supplies are elimi-
nated through the income statement.
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Principles of consolidation and valuation

Work in progress: Where the figures for
construction contracts can be reliably estimated in
advance, sales and production costs are taken to
the income statement in accordance with the per-
centage of completion (POC) method. Changes to
order specifications and additional costs agreed
with the customer will be factored in accordingly.

Property, plant and equipment

Land is reported in the balance sheet at acqui-

sition cost. Value adjustments are made for any
decrease in value which has occurred. Buildings,
machinery, vehicles and operating equipment are
reported at acquisition costs minus accrued de-
preciation. Depreciation is calculated using the
linear method over the following foreseeable
periods of use:
* Buildings: 40 years < Conversions: |0 years or
the duration of the rental agreement < Fixtures
and fittings: 8 to 10 years * Machines: 5 to 10 years
* Computer systems and associated operating
software: 3 to 5 years ¢ Vehicles: 3 to 4 years
* Furniture: 8 to 10 years ¢ Rented facilities for the
duration of the rental agreement.

Property,
through long-term leasing agreements (financial
leasing) are capitalized and written down like other

investments. The cash value of the respective leas-

plant and equipment financed

ing obligations is carried under liabilities.
Short-term leasing (operating leasing) costs are
charged directly to the income statement. The cor-
responding liabilities are disclosed in the notes.
Financing costs in connection with the erec-
tion of property, plant and equipment are not ca-
pitalized.

Intangible assets
Intangible assets are stated at acquisition costs

and written down on a linear basis over their esti-
mated useful life.
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Research and development costs

Research costs are charged to the current year's
income statement.

Development costs are charged to the income
statement where the conditions for capitalization
within the meaning of IAS 38 are not satisfied.

Income tax

Taxes incurred on the basis of the business
results will be accrued regardless of when such pay-
ment obligations become due and allowing for any
tax-deductible losses carried forward. In addition,
provisions for deferred taxes will be made. Such
provisions are the result of differences between the
standard Group valuation and the tax valuation in
the individual statements which lead to shifts in the
timing of taxation. The calculation is made according
to the liability method. Calculation is based on the
maximum local tax rate on the balance sheet date.

No provisions are made for taxes which would
be incurred on the distribution of retained profits
of subsidiaries, except in cases in which a distribu-
tion is likely to be forthcoming in the foreseeable
future or has been decided upon.

Goodwill

Goodwill is the difference between the acqui-
sition price and the pro-rated net assets (fair value)
of the acquired company at the time of acquisition.

Goodwill is capitalized and written down to the
income statement on a linear basis over its estima-
ted useful life (maximum 20 years). Residual good-
will is subjected yearly to an impairment test and,
where necessary, written down further.

Decrease in the value of assets
— impairment

On each balance sheet date, an assessment is
made of whether assets that account for significant
sums show signs of decreasing in value (impair-
ment). If so, the recoverable value is defined as the
higher of the estimated net market value and the
ascertained value in use. The value in use corre-
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sponds to the cash value of the estimated future
cash flow. If the recoverable value thus determined
is lower than the current book value, the decrease
in value is taken to income (impairment loss).
Exceptin the case of a decrease in the value of good-
will, any recorded decrease in value that ceases
to be justified is written back and the respective
amount taken to the income statement.

Benefits due to employees
Pension plans and
employee stock option plan

Within the Group, a number of different
pension plans are in place in compliance with the
relevant legal requirements. The assets of most of
these pension plans are reported separately under
legally independent pension institutions. In addi-
tion to salary-dependent employer's contributions,
some pension plans also require employees to pay
contributions. In the case of the defined contribu-
tion plans, the employer's contributions are taken
to the income statement.

The pension plans in Switzerland are based on
the BVG principle (BVG = Federal Law on Occu-
pational Retirement, Survivors' and Disability
Pension Plans) and for purposes of IAS 19 should
be described as defined benefit plans since the
actuarial and investment risks are not borne solely
by the employee. The pension obligations and pen-
sion expenses arising from these pension plans are
therefore determined by an independent actuary
using the projected unit credit method. Actuarial
cover shortfalls or surpluses are disclosed in the
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notes and if they exceed 10% of the pension obli-
gation or the market value of the pension plan
assets, whichever is greater, they are taken to
income throughout the employee's anticipated re-
maining period of employment until retirement.
Surpluses are only stated if the employer can use
them for future reductions in contributions.

An employee stock option plan was in place
with a view to securing the long-term loyalty of the
Group's senior executives and providing them with
incentives. Under this plan, employees were issued
with options — most recently in 2000. The fair
value of the employee options was not charged to
the income statement either when the option was
issued or when it was exercised. The exercise
prices of the options have been set at levels higher
than the current share price; the exercise prices of
the options have not been adjusted. All remaining
options expired at the end of March 2003. There is
no new option plan.
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Segment information broken down by divisions and regions

2004 (in CHF millions)

SSM Satis Ismeca Ismeca Other /
Divisions Textile Machinery ~ Vacuum Automation Semiconductor Eliminations  Group
Gross revenues 104.8 93.6 41.5 109.9 0.2 350.0
thereof gross revenues
between divisions - - 0.1 0.2 -0.3 -

Operating performance 100.9 84.2 39.8 106.7 0.1 331.7
Depreciation -0.6 -2.5 - -1.2 - -4.3
Amortization of goodwill - - - -0.4 - -0.4
Operating result 19.2 11.9 1.7 8.5 -0.2 41.1
Financial income 1.5 0.9 1.0 1.4 -0.3 4.5
Financial expenses -1 -2.9 -0.5 -1.6 0.6 -5.5
Income before taxes 40.1
Income taxes -5.0
Net income for the year 35.1
Capital expenditure 0.5 34 - 0.8 - 4.7
Assets 56.8 138.4 232 848 -21.3 281.9
Liabilities 31.6 76.4 7.1 15.7 -9.3 121.5
Employees at year-end 225 515 119 282 2 1143
Regions Europe Americas Asia Other Group
Gross revenues 128.9 84.3 132.2 4.6 350.0
Assets 237.7 27.8 16.4 - 281.9
Capital expenditure 37 0.3 - 4.7
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2003 (in CHF millions)

SSM Satis Ismeca Ismeca Other /

Divisions Textile Machinery ~ Vacuum Automation  Semiconductor Eliminations ~ Group
Gross revenues 109.7 65.2 343 61.1 -0.3 270.0
thereof gross revenues

between divisions - - 0.1 0.4 -0.5 -
Operating performance 104.2 61.1 37.6 58.8 -0.3 261.4
Depreciation -0.7 -2.0 - -1.8 - -4.5
Value reinstatement on prop-

erty, plant and equipment - - 0.4 0.4 - 0.8
Amortization of goodwill - - - -0.4 - -04
Operating result 20.1 8.5 -3.4 -8.0 - 17.2
Financial income 25 1.0 33 0.3 0.3 74
Financial expenses -1.2 -1.8 -2.7 -1.3 0.3 -6.7
Income before taxes 17.9
Income taxes -0.2
Net income for the year 17.7
Capital expenditure 0.6 4.9 - 0.5 - 6.0
Assets 60.1 50.2 23.6 90.7 -16.8 207.8
Liabilities 34.9 30.2 9.4 21.1 -17.2 78.4
Employees at year-end 208 142 128 261 2 741
Regions Europe Americas Asia Other Group
Gross revenues 118.2 66.8 80.6 4.4 270.0
Assets 187.4 12.3 8.1 - 207.8
Capital expenditure 4.2 1.7 0.1 - 6.0
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Notes to the consolidated financial statements

| Cash and cash equivalents by currencies (in CHF 1000s) 2004 2003
CHF 15252 18 161
EUR 12 621 9797
usb 13772 18 399
Other 4 042 2 542
Total 45 687 48 899
2 Trade receivables (in CHF 1000s) 2004 2003
Total trade receivables 73 547 59 989
— minus bad debt allowances - 5567 -4 638
Total net 67 980 55 351

The average time taken for the settlement of receivables in 2004 amounts to 69 days (previous year 81 days).

3 Other receivables (in CHF 1000s) 2004 2003
Receivables from taxes (value added tax, withholding tax, etc.) 3 856 3759
Receivables relating to construction contracts 4927 463
Downpayments to suppliers 4620 3481
Other receivables 3458 2 508
Total 16 861 10 211
4 Inventories and work in progress (in CHF 1000s) 2004 2003
Raw materials and parts 38 240 26 617
Semi-finished goods and work in progress 17 197 14 875
Finished goods at production costs 11911 6971
Finished goods at net disposal costs 6 843 2 402
Total 74 191 50 865

The net value of the inventories and work in
progress is after value adjustments of CHF 43.1
million (previous year CHF 41.8 million).
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No value reinstatements were recorded as

income. No inventories are encumbered by rights

of lien.
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5 Construction contracts (in CHF 1000s) 2004 2003
Work in progress relating to

construction contracts as reported in the balance sheet 1209 1 554
Sales booked under construction contracts during the year 35 240 20 679
Accrued costs and profits on construction contracts

outstanding at the end of the year recorded pro rata (less losses) 19 488 8 147
Advances received on open construction contracts at the end of year - 15986 - 10 683
Total 3502 -2536
Total construction contracts revenue recognized during the year,

reported in balance sheet under other receivables 4927 463
Construction contracts with deficit balance to customers,

reported in balance sheet under other liabilities - 1 425 -2999

3502 -2536

There are no payments withheld by customers.
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6 Property, plant and equipment

Land and Instal-  Machinery Computer Total Total

(in CHF 1000s) buildings lations Tools Furnishings equipment  Vehicles 2004 2003
Acquisition values
Balance as at January | 27968 3981 15054 9334 1046l 2186 68984 75714
Changes in the

scope of consolidation 25194 2535 7105 3315 208] 1147 41377 -
Additions 87 192 2620 343 885 557 4684 6029
Disposals - - -1471 -302 -244 -308  -2325 -12706
Transfers - - - - - - 0 0
Exchange rate differences 56 - -122 -26 -872 -19 -983 -53
Balance as at December 31 53305 6708 23186 12664 12311 3563 111737 68984
Accumulated depreciations
Balance as at January | -8693 -3429 -9745 -8405 -96l6 -1908 -41796 -41327
Changes in the

scope of consolidation -5370 -2362 -5706 -2668 -1646 -894 -18646
Depreciation for the year - 808 -294 -1897 -300 -712 -267  -4278  -4523
Disposals - - 734 249 240 308 1531 4235
Transfers - - - - - - 0 0
Exchange rate differences 31 -1 -32 23 867 16 904 -181
Balance as at December 31 -14840 -6086 -16646 -11101 -10867 -2745 -62285 -41796
Net book value
Balance as at January | 19275 552 5309 929 845 278 27188 34387
Balance as at December 31 38465 622 6540 1563 1444 818 49452 27188
Insurance values 127002 67442
Net book value of pledged land and buildings 12550 17708
Net book value of leased property, plant and equipment 106 52
Leasing obligations for property, plant and equipment reported on balance sheet 121 60
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7 Investments in associated companies (in CHF 1000s)

2004 2003

Elpo AG, Baretswil, Switzerland
Other
Total

Share of equity 24% - -

Book value as at January |

Share of earnings/loss belonging to non-consolidated participation

Book value as at December 31

The investments in subsidiaries held directly
or indirectly by the Schweiter Technologies Group
are listed above. These are long-term investments
in subsidiaries and associates which are not fully

consolidated. Currency and business-related re-
ductions/increases in value are taken into account
by the equity valuation method.

8 Intangible assets (in CHF 1000s) Goodwill Other Total
Acquisition values

Balance as at January | 159 473 62 159 535
Changes in the scope of consolidation - 963 963
Additions - - 0
Disposals - - 0
Balance as at December 31 159 473 1 025 160 498
Accumulated amortizations

Balance as at January | -153 648 -6l -153 709
Changes in the scope of consolidation - - 164 - 164
Amortization - 353 - 14 - 367
Disposals - - 0
Balance as at December 31 -154 001 -239 -154 240
Net book value as at December 31 5472 786 6 258

The remaining goodwill as at December 31,
2004 relates to Ismeca Semiconductor.
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9 Short-term interest-bearing liabilities (in CHF 1000s) 2004 2003
Current accounts with banks - |1 812
Bank loans due within one year 869 -
Mortgages due within one year 83 354
Other short-term liabilities toward banks 952 2166
Financial leasing contracts, due within one year 31 35
Total 983 2201

Breakdown of short-term liabilities toward banks by currencies with average interest rates:
Actual Actual
December 31, 2004 interest rates December 31, 2003 interest rates
EUR 83 2.18 % CHF 135 .57 %
EUR 869 513% CHF 1 812 2.10 %
CHF 135 575%
EUR 84 2.18%

952 2166
10 Other liabilities (in CHF 1000s) 2004 2003
Unredeemed dividend coupons 73 65
Arrears toward staff pension schemes 26 5
Liabilities from construction contracts | 425 2 999
Prepayments received from customers 6 248 4 594
Other liabilities 5542 3041
Total 13314 10 704
Il Accrued expenses and deferred income (in CHF 1000s) 2004 2003
Personnel costs (holidays / flexitime / overtime / bonuses / etc.) 10 289 7974
Cost of materials / overheads 4 468 3934
Miscellaneous 12 995 5759
Total 27 752 17 667
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2 Obligations arising from finance leasing (in CHF 1000s) 2004 2003
Obligations arising from finance leasing (nominal), due in:
— one year 33 37
— 2to 5 years 101 26
Total nominal value 134 63
less future financial expense - 13 -3
Total cash value of minimum leasing obligations 121 60
Reporting on balance sheet by due date
— in one year (in short-term interest-bearing liabilities) 31 35
—in 2 to 5 years (in long-term interest-bearing liabilities) 90 25
Total cash value of minimum leasing obligations 121 60
I3 Long-term interest-bearing liabilities (in CHF 1000s) 2004 2003
Long-term bank loans 425 510
Mortgage loans 3746 5672
Long-term liabilities toward banks 4171 6182
Other long-term loans 530 -
Finance leasing obligations, due in 2 to 5 years 90 25
Total 4791 6 207
The maturities of the long-term loans are as follows:
— | to 2 years 960 442
—2to 5 years 1578 5765
— more than 5 years 2 253 -
Total 4791 6 207
Breakdown of long-term loans by currencies with average interest rates:

Actual Actual
December 31, 2004 interest rates December 31, 2003 interest rates
CHF 90 7.15% CHF 255 1.57 %
EUR 87 2.18% CHF 255 575%
EUR 425 4.50 % CHF 3000 325%
EUR 958 475 % CHF 2 500 3.63%
EUR 508 5.45 % CHF 25 7.00 %
EUR 2 280 5.80 % EUR 172 2.18%
EUR 443 12.00 %
Total 4791 6 207

The mortgage loans are secured by encumbrance on real property (see 35 Rights of lien).
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14 Pension plans
Staff pension obligations

The Group has a series of pension plans which
comply with the relevant legal circumstances.
These plans provide benefits in the event of death,
disability, retirement or termination of employ-
ment. In the case of some of these pension plans,
employees have to pay contributions which are
supplemented by corresponding contributions
from the Group. They are financed in conformity
with local legal and tax regulations.

Defined benefit plans

The most important Group units with defined

benefit plans are domiciled in Switzerland,
Germany and Italy. The pension benefits are based
on the employee's years of service, age and salary.
Pension funds’ assets in Switzerland have been split
off into a separate foundation and can not accrue

back to the employer.

The pension liabilities of the defined benefit
plans were calculated using the projected unit
credit method. The last valuation was performed
on December 31, 2004.

Following the acquisition of the LOH Group
effective November |, 2004, provisions for pension
obligations increased by CHF 19193 000.
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Defined contribution plans

The most important Group units with defined
contribution plans are domiciled in the USA,
Malaysia and Hong Kong.

Employer contributions under these plans
amounted to CHF 199 000 in 2004 (CHF 208 000
in 2003).

Degrees of cover

In Switzerland, compulsory and extended pen-
sion benefits for Schweiter Group employees are
regulated through three foundations. On December
31, 2004, the annual financial statements of the
respective foundations showed the following sur-
pluses: Schweiter approx. 7.5%, Ismeca approx. 1.5%
and LOH approx 4.7%.

The pension obligations and net pension ex-
penditure in the consolidated financial statements
will be determined in accordance with the Interna-
tional Financial Reporting Standards (IFRS). Under
these rules, the shortfall for these plans amounted
to CHF 3.8 million in 2004 (CHF 3.4 millionin 2003).
In calculating the obligations, it is necessary to take
account of various assumptions regarding salary
developments, pension indexation and staff turn-
over. The increase in the shortfall resulted in parti-
cular from the decrease of 50 basis points in the
guaranteed interest rate owing to developments on
the bond markets. Consequently, the shortfall can-
not be compared with that shown in the annual
financial statements of the foundations. For exam-
ple, the effect of wage trends is financed through
future employee and employer's contributions.
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Net pension expenditure for the period (in CHF 1000s) 2004 2003
Pension entitlement acquired 5586 4 965
Interest paid on future pension entitlement 3428 3314
Anticipated income from assets - 3841 -3674
Amortization of losses - 179
Additional expense according to IAS 19 Art. 58 572 423
Employee contributions - 2453 - 2498
Net pension expenditure for the period 3292 2709
Effective income from assets 8 667 6783
Status of the pension schemes (in CHF 1000s) 31.12.04 31.12.03
Pension obligations covered by segregated assets 101 678 90 325
Pension assets - 97 878 - 86 890
Cover shortfall 3 800 3435
Pension obligations not covered by pension assets 22 206 3032
Losses not yet amortized -3575 -349%
Pension obligations reported on the balance sheet 22 431 2973
Development of pension obligations
reported on the balance sheet (in CHF 1000s) 2004 2003
Pension obligations as at January | 2973 2 889
Net pension expenditure for the period 3292 2709
Employer’s contributions -3028 -2830
Changes in the scope of consolidation 19 193 -
Exchange rate differences | 205
Pension assets at market values as at December 31 22 431 2973
The weighted actuarial assumptions can be summarized as follows: 31.12.04 31.12.03
Annual discount interest rate 3.46 % 376 %
Long-term annual yield 4.50 % 4.50 %
Long-term annual yield 2.06 % 1.98 %
Annual pension adjustments 0.67 % 0.94 %
2004 2003
Employer's contributions to defined contribution plans (in CHF 1000s) 199 208
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I5 Provisions Total Total
(in CHF 1000s) Restructurings Guarantees Other 2004 2003
Balance as at January | 0 7 070 3078 10 148 11381
Changes in the scope of consolidation 7 252 636 2932 10 820 -
Foreign currency differences 0 - 18 19 | 172
Consumption with
neutral impact on income - 1028 -3643 -3043 -7714 -6 640
Unused amounts
reversed and released to income 0 -299 - 685 - 984 -1731
Additional provisions
charged to income 0 3143 1 094 4237 6 966
Balance as at December 31 6 224 6 889 3395 16 508 10148
of which: Short-term provisions 4 889 3238 1136 9263 3967
Long-term provisions I 335 3651 2259 7 245 6181
Expected use of provisions
— within one year 4889 3238 1136 9 263 3967
—in 2 to 5 years I 335 3651 2 259 7 245 6181

The provision for restructurings relates to
ongoing restructuring programs (streamlining of
sales organization, optimization of the production
process in Germany, staff restructuring measures)
ongoing at the LOH Group at the time of the
takeover. The remaining amount corresponds
mainly to the costs still estimated to accrue and will
be needed during 2005 for ongoing restructuring
measures.

The provision for guarantees was formed for
repairs and the replacement of defective products.
It is based partly on a cost estimate derived from
specific known facts and partly on empirical values

for follow-up developments of newly launched
products.

Other provisions comprises business events
with specific, quantifiable risks in relation to which
it is not known when the associated costs will be
incurred as well as provisions for materials risks
under master agreements. The materials risks are
based on empirical values and purchase commit-
ments to suppliers as of December 31, 2004.

In light of the restructuring costs accrued
mainly in the course of a year, provisions were
divided into short-term and long-term liabilities for
the first time.

16 Minority interests (in CHF 1000s) 2004 2003
Balance at as January | - -
Acquisition of minority interests LOH Group 240 -
Share of minority interests in earnings 2 -
Balance as at December 31 242 0
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I7 Share capital 2004 2003
Number of bearer shares issued with a par value of CHF 7 (previous year: CHF 10) 1443 672 1443 672
Share capital as at December 31 (in CHF) 10 105 704 14 436 720
Authorized capital (in CHF) 2100 000 3 000 000
Conditional capital (in CHF) 928 200 1326 000

Share capital:

In accordance with the resolution passed by
the General Meeting on May 19, 2004 the par value
per share was reduced from CHF 10 to CHF 7.

Treasury shares:

In the year under review 600 treasury shares
were purchased for an average price of CHF 228
(previous year: 13476). 2000 treasury shares
were sold (none were sold in the previous year) at
an average price of CHF 233. Treasury shares are
valued at their acquisition price. 12076 treasury
shares were held as of December 3| (previous year:
13476).

Authorized capital:

As of December 31, 2004 the Board of Direc-
tors is authorized in accordance with the resolu-
tion passed by the General Meeting on May 19,2004

I8 Employee stock option plan

The Group had an employee stock option
plan for executive personnel. In defining the condi-
tions of the plan, consideration was given to the
objective of securing employees' long-term loyalty
and creating incentives. A lock-in period of several
years and an exercise price above the current
share price was therefore laid down for all plan

to issue 300000 bearer shares by May 19, 2006.
The subscription right may be excluded for the pur-
pose of taking over companies by share swaps, or
for financing the acquisition of companies, parts of
companies or participations or new investment
projects of the company.

Conditional capital:

As of December 31, 2004 the company's share
capital may be increased ex rights by up to 132 600
bearer shares, which must be fully paid up;

a) up to a sum of CHF 228200 through the exer-
cise of employee option rights and

b) up to a sum of CHF 700000 through the exer-
cise of option or conversion rights granted in con-
junction with bonds or similar paper issued by the
company. So far, no such bonds have been issued.
No employee options were exercised in 2004.

participants. The expense incurred in issuing shares
in connection with the exercise of employee stock
options is not taken to income. The exercise prices
of the options will not be adjusted.

All remaining options expired at the end of
March 2003. There is no new option plan.

2004 2003
Options outstanding at the beginning of the year 0 10 000
Options issued - -
Options exercised - -
Options expired - - 10 000
Options outstanding at the end of the year 0 0
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19 Transactions with associated persons

with principal shareholder Dr. Hans Widmer:

Cash loan: In 2000, Dr. Hans Widmer, Chair-
man of the Board of Directors of Schweiter Tech-
nologies, granted the company a shareholder loan
of CHF 15 million in connection with the acquisi-
tion of the Ismeca Group. The loan debt owed to
Hans Widmer was repaid in full as of December 31,
2003. The interest rate was in line with standard
market conditions.

Apart from his honorarium of CHF 50 000
(previous year: 50 000) as a member of the Board

of Directors, there were no other transactions
with Dr. Hans Widmer. (Interest of CHF 250 000
was paid on the above-mentioned cash loan, re-
presenting an interest rate of 2%).

with shareholder Beat Siegrist:

Apart from the remuneration for his services
as CEO, there were no other transactions with
Beat Siegrist.

20 Sales deductions (in CHF 1000s) 2004 2003
Commission payments on sales, commission 6323 5589
Carriage, customs duties, packaging 6 064 3675
Other sales deductions 2 468 1 001
Total 14 855 10 265
2] Compensation for members of the

Board of Directors and Management

All members of the Board of Directors, inclu-
ding the Chairman, received an annual fee of
CHF 50 000 (previous year: CHF 50 000). For 2004,
the total compensation paid to the six-member
Board of Directors amounted to CHF 300 000
(previous year CHF 300 000). This fee includes at-
tendance of the periodic Board meetings (at least
five per year) and of the corresponding division
meetings.

Total remuneration of management members
covers basic salaries, bonuses for the business year
in question and the estimated value of other bene-
fits of a remunerative nature. For the 2004 busi-
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ness year, the total remuneration for the five
management members amounted to CHF 2.086
million (previous year: CHF 2.236 million).The
maximum compensation amounted to CHF 655 000
(previous year: CHF 560 000).

The contracts of employment of the acting
members of management contain no agreement
on the payment of a severance benefit in the event
of their departure. There are no contracts of
employment with unusual periods of notice (more
than one year). Apart from the payments listed,
no further pecuniary benefits were provided. In par-
ticular, no options or shares were issued in 2003
and 2004.
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22 Development expenses

Development expenses consists mainly of lion) for staff working in development. All expen-
expenses on the development of new applications ses in connection with R & D activity are recorded
and products and also contains salary expenditure on the income statement.

of CHF 14.2 million (previous year: CHF 10.8 mil-

23 Other operating expenses (in CHF 1000s) 2004 2003
Purchasing and production overheads 6 058 4670
Sales and distribution 10 189 9491
After sales overheads 9219 8979
Overheads relating to administration and capital taxes 7 050 7 436
Cost of premises 4621 3493
Loss on sale of tangible fixed assets 45 91
Other operating expenses 389 -
Total 37 571 34160
24 Other operating income (in CHF 1000s) 2004 2003
Gains on sale of property, plant and equipment 169 2 141
Other income | 543 289
Total 1712 2430

Other income contains around CHF | million
for the sale of the SSM Textile Machinery division's
wire business.

25 Depreciation and

amortization of other intangible assets (in CHF 1000s) 2004 2003
Depreciation of property, plant and equipment 4278 4523
Amortization of other intangible assets 14 -
Total 4292 4523
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26 Financial income (in CHF 1000s) 2004 2003
Interest income 822 727
Exchange gains 3674 6 630
Total 4496 7 357
27 Financial expenses (in CHF 1000s) 2004 2003
Interest expenses 606 1117
Exchange losses 4 904 5570
Total 5510 6 687
28 Income taxes (in CHF 1000s) 2004 2003
Current taxes 4185 - 3682
Deferred taxes 829 3836
Total 5014 154
Deferred taxes are attributable to differences reserves on inventories, as approved for tax
between the standard Group valuation and the tax purposes. The following table shows the difference
valuation in the individual statements. The dif- between effective tax expenditure and the mean tax
ferences are mainly due to the use of declining expenditure anticipated on the basis of local tax
balance method of depreciation and the creation of rates:
Transfer of income taxes (in CHF 1000s) 2004 2003
Earnings before tax 40132 17 887
Mean tax rate anticipated 22.1% 22.1%
Mean tax expenditure anticipated 8 869 3953
Differences owing to differing local tax rates -2773 -3097
Impact of non-taxable income -7 - 146
Impact of non-deductive expenditure 381 457
Non-capitalized losses carried forward and their appropriation - 1319 - 811
Permanent and timing differences - 153 51
Impact of depreciation of local goodwill - - 246
Other 16 -7
Effective tax expenditure 5014 154
Effective tax rate 12.5% 0.9%
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29 Deferred income tax Capitalized tax Total Total
Slower  losses carried
assets (in CHF 1000s) tax depreciation forward Other 2004 2003
Balance as at January | 1703 4003 278 5984 1798
Changes in the scope of consolidation - - 622 622 -
Foreign currency differences -18 - -4 -22 114
Unused amounts reversed
and released to income - 67 - 865 -135 - 1067 -5
Additional provisions charged to income - - 306 306 4077
Balance as at December 31 1618 3138 1067 5823 5984

As of December 31, 2004, the Group had
unutilized tax losses carried forward of CHF 48.4 mil-
lion, which could be offset against future earnings. Of
these, deferred taxes amounting to CHF 3.6 million
were capitalized for a proportion of around CHF 3.1

million. The other losses carried forward were not
capitalized because of uncertainty over whether the
future earnings will materialize.

The slower tax depreciations are based on local
rules and mainly consist of inventory differences.

The tax losses carried forward will expire as follows: (in CHF 1000s) 2004 2003
— one year - -
—2to 5 years 21 941 11938
— in more than 5 years' time 26 478 50 245
Total 48 419 62183
Tax losses carried forward which expired

without being used during the business year under review - 662

Of the tax losses carried forward expiring in more than 5 years' time, CHF 13.6 million (previous year CHF

2.2 million) will never expire.

30 Deferred income tax ) Total Total
Accelerated Tax OCI Revaluation
liabilities (in CHF 1000s) tax depreciation  provisions IAS 39 of buildings 2004 2003
Balance as at January | 901 491 151 - 1543 1296
Changes in the scope of consolidation 1060 502 - 672 2234
Foreign currency differences - -1 - - -1 2
Recording in shareholders' equity - - 3 - 3 10
Unused amounts reversed
and released to income -8 - 425 - -5 - 438 -130
Additional provisions charged to income 245 261 - - 506 365
Balance as at December 31 2198 828 154 667 3 847 1543

Deferred tax liabilities mainly resulted from tax-allowable valuation differences on inventories and bad

debt allowances.
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3|1 Purchase of subsidiaries

Effective November |, 2004, Schweiter Tech-
nologies AG acquired 100% of the share capital of
LOH Holding against payment of CHF 32 million.
LOH Holding AG is the parent company of various

companies active in the manufacture and sale of
machines for processing spectacle and precision
optics lenses. This transaction was reported in
accordance with the purchase accounting method.

Book value Fair value

(in CHF 1000s) before takeover adjustments Fair value
Market value of the net assets acquired:
Cash and cash equivalents 11424 11424
Trade receivables 20 163 20 163
Other receivables, including current tax credits 2 680 2 680
Inventories 26 143 598 26 741
Other current assets 2 490 2 490
Property, plant and equipment 17 806 4925 22731
Financial assets 4 648 4 648
Deferred income tax assets 622 622
Intangible assets 799 799
Short-term interest-bearing liabilities - 651 - 651
Trade liabilities -7013 -7013
Other liabilities -4 025 -4 025
Accrued expenses and deferred income -9536 -9536
Current income taxes - 1205 - 1205
Long-term interest-bearing liabilities -5123 -5123
Deferred income tax liabilities - 1 406 - 828 -2234
Provisions - 10820 - 10820
Pension obligations -19193 -19193
Minority interests - 240 - 240
Total net assets acquired 32 258
Difference (goodwill) * -
Total purchase price 32258
Settled by: — cash payment 32 000

— directly deductible costs 258
Total purchase price 32258
less acquisition costs still outstanding - 200
Paid in the year under review 32 058
less cash and cash equivalents acquired - 11424
Cash flow from acquisition of participations 20 634
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* Difference between newly valued net assets and
purchase price:

The negative difference resulting from the first-
time calculation was subject to a reassessment in
accordance with IFRS 3.56. Owing to the uncertainty
regarding the estimated market values of the real
estate properties, the valuations originally arrived at
were reassessed.

The LOH Group contributed CHF 0.2 million in
earnings, CHF 0.4 million in operating profit and CHF
20.5 million in revenues to the Schweiter Technologies
Group's reported 2004 results. If the purchase of the
LOH Group had already been completed on the first
day of the 2004 financial year, the Schweiter Group's
gross revenues would have amounted to CHF 441.8
million and Group earnings after minority interests
CHF 31.6 million.

32 Earnings per share 2004 2003
Net income (in CHF 1000s) 35116 17 733
Average number of shares issued 1443 672 1443 672
less average number of treasury shares - 12229 -2073
Average number of shares in circulation 1431443 1441599
Dilution effect resulting from outstanding options - -
Average number of shares in circulation

after dilution effect 1431443 1441599
Earnings per share before dilution (in CHF) 24.53 12.30
Earnings per share after dilution (in CHF) 24.53 12.30
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33 Financial instruments

The Group engages in forward exchange trans-
actions to hedge against exchange rate risks. The
instruments are not used for speculative purposes.
As of December 31, 2004, the maturities of out-

standing forward transactions ranged from 2 weeks
to || months (previous year between 2 weeks and
23 months).

Devisentermingeschifte (in 1000 CHF) 2004 2003
Total amount of outstanding forward exchange transactions
— Sale of US dollars for CHF, contract value 21 78I 31921
— Average exchange rates per USD 1.2140 1.2926
of which outstanding forward exchange transactions

for hedging future incoming payments (cash flow hedges) 9963 17 766
— Average exchange rates per USD 1.2244 1.2893
Net fair value (market value) of forward exchange transactions

for cash flow hedges 9293 17110
Unrealized gain from cash flow hedges 670 656
Deferred income taxes (23 %) - 154 - 151
Net gain recorded as OClI in shareholders' equity 516 505

Unrealized gains and losses from cash flow
hedges have been credited / debited (tax adjusted)
direct as “OCI, other comprehensive income / ex-
pense” to shareholders' equity.

Unrealized gains and losses from derivative
financial instruments to hedge balance sheet posi-
tions are attributed to the latter with an impact on
income.

34 Contingent liabilities (in CHF 1000s) 2004 2003
Warranties and guarantees 12 848 3275
Recourse claims and discounting facilities 2 338 292
Total 15 186 3567

Commitments to take delivery: Under pur-
chase contracts for machine parts and raw materials,
commitments to take delivery amounting to CHF
32.2 million (previous year: CHF 49.2 million) and with
maximum maturities of 30 months have been enter-
ed into in the course of ordinary business activities.
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A competitor of the Satis Group has threat-
ened legal action on grounds of patentinfringements.
The outcome is currently still open.
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35 Rights of lien (in CHF 1000s) 2004 2003
Assets encumbered by rights of lien 15142 18 037
of which: Land and buildings: — Net book value 12 550 17 708
— Right of lien 8576 9900
— Collateral amount 4 437 6 280

36 Off balance sheet liabilities and balances arising from rental and leasing contracts

Commitments (in CHF 1000s) 2004 2003
— due in one year's time 2 886 2 837
—duein 2 to 5 years' time 7129 7561
— due in more than 5 years' time | 252 2 530
Total 11267 12 928

The commitments consist mainly of rental
agreements for buildings used by the company itself.
The average term of the agreements is 2.6 years

(previous year: 3.1). Leasing obligations amounting
to CHF .4 million are included (previous year: 1.18).

Credit balances (in CHF 1000s) 2004 2003
— due in one year's time 637 456
—duein 2 to 5 years' time | 545 960
— due in more than 5 years' time 240 480
Total 2 422 1896

The credit balances consist of sublet premises.
Half of the annual rental income comes from rental
agreements of unlimited duration and periods of
notice of 6 months. In the first year this rental

income is only taken into account for six months.
The rental income contained in the gross

revenues amounted to CHF 0.7 million in the year

under review (previous year: CHF 0.5 million).

37 Events occurring after the balance sheet date

No events occurred between the balance sheet date and the date of publication of this annual

report which could have a significant impact on the 2004 consolidated financial statements.

38 Approval of the annual financial statements

The Board of Directors of Schweiter Technologies approved the present annual financial statements

at its meeting on March 16, 2005 and released them for puplication. The General Meeting will give the an-

nual financial statements its final approval on May 18, 2005. The Board of Directors is proposing that the Gen-
eral Meeting adopt a nominal value repayment amounting to CHF 6 per bearer share in place of a dividend.
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Report of the Group auditors

To the General Meeting of the Shareholders of
Schweiter Technologies AG, Horgen

As Group auditors, we have audited the
consolidated financial statements (balance sheet,
income statement, cash flow statement, statement
of changes in shareholders' equity, and notes) of the
Schweiter Technologies Group for the year ended
December 31, 2004.

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

Our audit was conducted in accordance with
auditing standards promulgated by the Swiss pro-
fession and with the International Standards on
Auditing issued by the International Federation of
Accountants (IFAC). Those standards require that
we plan and perform the audit to obtain reason-
able assurance about whether the consolidated
financial statements are free from material mis-
statement. We have examined on a test basis
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evidence supporting the amounts and disclosures
in the financial statements. We have also assessed
the accounting principles used, significant estimates
made by management 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 state-
ments give a true and fair view of the financial posi-
tion, the results of operations and the cash flows
and comply with International Financial Reporting
Standards (IFRS) and Swiss law.

We recommend that the consolidated finan-
cial statements submitted to you be approved.

Zurich, March 30, 2005

Deloitte & Touche AG

Wikh— @l <

David Wilson
Auditor in charge

Daniel O. Flammer
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Schweiter Technologies AG

Balance sheet as at December 31, 2004

Assets (in CHF) 2004 2003
Current assets

Cash and cash equivalents | 283 880 3 693 302
Marketable securities (treasury shares) 2172812 2391076
Other receivables due from third parties 4913 873
Other receivables due from consolidated companies 2 418 062 2481717
Prepaid expenses and accruals 280 280
Total current assets 5 879 947 8567 248
Non-current assets

Investments 173 893 436 141 634 933
Loans to consolidated companies 6 873 600 13274 110
Total non-current assets 180 767 036 154 909 043
Total assets 186 646 983 163 476 291
Liabilities (in CHF)

Short-term liabilities

Short-term interest-bearing liabilities toward Group 18 422 753 15629 767
Other liabilities 130 993 147 247
Accrued expenses and deferred income 833 871 435 286
Total short-term liabilities 19 387 617 16 212 300
Provisions 150 000 150 000
Total long-term liabilities 150 000 150 000
Total liabilities 19 537 617 16 362 300
Shareholders' equity

Share capital 10 105 704 14436 720
Premium 107 380 834 107 380 834
General statutory reserves 3 000 000 2 400 000
Reserves for treasury shares 2172812 2 391 076
Unappropriated reserves 1 071 000 1 071 000
Available earnings 43379016 19 434 361
Total shareholders' equity 167 109 366 147 113 991
Total liabilities 186 646 983 163 476 291

For additional details see notes to the annual financial statements
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Income statement for the business year 2004

(in CHF) 2004 2003
Income from investments 24 000 000 7 000 000
Financial income 638 360 1 222 083
Other income 146 364 -
Rental income | 147 308 |1 072 647
Management fee income | 404 000 | 104 000
Total income 27 336 032 20398 730
Financial expenses - 435 570 - 663 929
Administrative expenses - 660 750 -790 116
Personnel expenses - 1 265 357 - 765 249
Expenses on premises - 647 964 - 641 490
Income before taxes 24 326 391 17 537 946
Income taxes - -
Net income 24 326 391 17 537 946

For additional details see notes to the annual financial statements
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Notes to the annual financial statements 2004

Notes to the balance sheet and the income statement

| Investments (in CHF 1000s) Nominal share capital % 2004 2003
SSM Schirer Schweiter Mettler AG, Horgen 6 000 100 6 000 6 000
SSM Vertriebs AG, Baar 100 100 100 100
Hacoba Spultechnik GmbH, Wuppertal (SC in EUR) 25 100 6 420 6 420
Satis Vacuum Holding AG, Baar 5000 100 29 285 29 285
Loh Holding AG, Dornach 4 000 100 32258 -
Ismeca Semiconductor Holding SA, La Chaux-de-Fonds 5 000 100 83 956 83 956
Ismeca Automation Holding SA, La Chaux-de-Fonds | 400 100 15 874 I5 874
Total 173 893 141 635
2 Share capital 2004 2003
Number of bearer shares issued with a par value of CHF 7 (previous year: CHF 10) 1443 672 1443 672
Share capital as at December 31 (in CHF) 10105704 14436 720
Authorized capital (in CHF) 2100 000 3 000 000
Conditional capital (in CHF) 928 200 1326 000

Share capital:

In accordance with the resolution passed by
the General Meeting on May 19, 2004 the par value
per share was reduced from CHF 10 to CHF 7.

Treasury shares:

In the year under review 600 treasury shares
were purchased for an average price of CHF 228
(previous year: 13476). 2000 treasury shares
were sold (none were sold in the previous year) at
an average price of CHF 233. Treasury shares are
valued at their acquisition price. 12076 treasury
shares were held as of December 31| (previous year:
13476).

Authorized capital:

As of December 31, 2004 the Board of Direc-
tors is authorized in accordance with the resolu-
tion passed by the General Meeting on May 19,2004
to issue 300 000 bearer shares by May 19, 2006.

The subscription right may be excluded for the pur-
pose of taking over companies by share swaps, or
for financing the acquisition of companies, parts of
companies or participations or new investment
projects of the company.

Conditional capital:

As of December 31, 2004 the company's share
capital may be increased ex rights by up to 132 600
bearer shares, which must be fully paid up;

a) up to a sum of CHF 228200 through the exer-
cise of employee option rights and

b) up to a sum of CHF 700000 through the exer-
cise of option or conversion rights granted in con-
junction with bonds or similar paper issued by the
company. So far, no such bonds have been issued.

Bearer shares are listed on the main stock
exchange in Zurich. Security number: 1075 492;
Telekurs: SWTQ; Reuters: SWTZ.

The following shareholders hold more than 5% of voting rights
(pursuant to Art. 663c of the Swiss Code of Obligations):

Percentage of shares held 2004 2003
Dr. Hans Widmer / Hans Widmer Management AG, Baar 249 % 249 %
Beat Siegrist, Herrliberg 5.3 % 53%
CREDIT SUISSE Group, Zurich <5.0% 16.2 %
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3 Employee stock option plan

The Group had an employee stock option plan
for executive personnel. In defining the conditions
of the plan, consideration was given to the objec-
tive of securing employees' long-term loyalty and
creating incentives. A lock-in period of several years
and an exercise price above the current share price
was therefore laid down for all plan participants.
Upon the exercise of options the nominal value per

share is credited to the share capital and any
excess subscription amount is credited to the
premium. The fair value of the employee options is
not charged to the income statement of the
company in question either when the employee
option is issued or when it is exercised. The exer-
cise prices of the options were not adjusted.

All options expired on March 31, 2003. There
is no new option plan.

2004 2003
Options outstanding at the beginning of the year 0 10 000
Options issued - -
Options exercised - -
Options expired - - 10 000
Options outstanding at the end of the year 0 0
4 Financial income (in CHF 1000s) 2004 2003
Interest income from Group companies 555 685
Interest paid by banks 31 58
Exchange gains 52 479
Total 638 1222
5 Rental income (in CHF 1000s) 2004 2003
Rental income from Group companies 639 639
Rental income from third parties 508 434
Total 1147 1073
6 Financial expenses (in CHF 1000s) 2004 2003
Interest expenses Group companies and shareholders 338 526
Bank interest - 10
Exchange losses 98 128
Total 436 664
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Notes to the balance sheet and the income statement

7 Administrative expenses

All members of the Board of Directors, inclu-
ding the Chairman, received an annual fee of
CHF 50 000 (previous year: CHF 50 000). For 2004,
the total compensation paid to the six-member
Board of Directors amounted to CHF 300 000
(previous year CHF 300 000). This fee includes at-
tendance of the periodic Board meetings (at least
five per year) and of the corresponding division
meetings.

8 [Expenses on premises

The rental agreement with CREDIT SUISSSE
Group is valid until December 31, 2010.
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9 Contingent liabilities

In connection with credit facilities extended
to the subsidiaries, the holding company has un-
dertaken a guarantee in an amount up to a total of
CHF 40.8 million. Of this amount, a total of CHF
4.5 million for sureties and guarantees had been
drawn on by subsidiaries as at December 31, 2004.

10 Events occurring after the balance
sheet date

No events occurred between the balance sheet
date and the date of publication of this annual
report which could have a significant impact on the
2004 consolidated financial statements.
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Proposal of the Board of Directors concerning the appropriation of the available earnings

(in CHF) 2004
Earnings carried forward from previous year 19 434 361
Appropriated to general statutory reserves - 600 000
Net income for 2004 24 326 391
Reduction in reserve for treasury shares 218 264
Earnings available to the General Meeting 43 379016

The Board of Directors proposes to the General Meeting
on May 18, 2005 that the following appropriation of available earnings be adopted:

Earnings carried forward 43 379016

Total 43 379016

The Board of Directors is proposing that the General Meeting adopt a nominal value repayment amounting
to CHF 6 per bearer share instead of a dividend.
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Report of the statutory auditors

To the General Meeting of the Shareholders of
Schweiter Technologies AG, Horgen

As statutory auditors, we have audited the
accounting records and the financial statements
(balance sheet, income statement, and notes) of
Schweiter Technologies AG, Horgen, for the year
ended December 31, 2004.

These financial statements are the responsibi-
lity 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 qualifi-
cation and independence.

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

In our opinion, the accounting records, finan-
cial 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 to be approved.
Zurich, March 30, 2005
Deloitte & Touche AG

Wik Bt <

David Wilson
Auditor in charge

Daniel O. Flammer



Schweiter Technologies AG
Neugasse 10

CH-8812 Horgen

Tel. +41 4471833 11

Fax +41 44718 3451
info@schweiter.com
www.schweiter.com

SSM Schirer Schweiter Mettler AG
Neugasse 10

CH-8812 Horgen

Tel. +41 4471833 |1

Fax +41 4471834 5]
info@ssm.ch

www.ssm.ch

SSM Vertriebs AG
Neuhofstrasse 12
CH-6340 Baar

Tel. +41 41 766 16 26
Fax +41 41 766 16 10

SSM Stihle Eltex GmbH
Storlachstrasse 4
D-72766 Reutlingen
Tel. +49 7121 93 880
Fax +49 7121 93 8824
info@ssm-airtex.de

Hacoba Spultechnik GmbH
Hatzfelderstrasse 161
D-42281 Wuppertal

Tel. +49 202 7091 Ol
Fax +49 2027091 214
info@hacoba.com
www.hacoba.com

SSM Zhongshan Ltd.

Torch Building, 2nd Floor
Zhongshan City, Guangdong 528437
PR China

Tel. +86 760 828 53 20

Fax +86 760 559 68 77

SSM Americas Corp.

P.O. Box 266858

Fort Lauderdale, FL, 33326, USA
Tel. +1 954 349 6433

Fax +1 954 349 6434
ssm_amer@ix.netcom.com

Corporate Governance

Addresses

SSM Schirer Schweiter Mettler AG
Far East Representative Office
Room 1002, Park Tower

15 Austin Road, Tsimshatsui,
Kowloon, Hong Kong

Tel. +852 2736 2698

Fax +852 2730 2399

Satis Vacuum Holding AG
Neuhofstrasse 12
CH-6340 Baar

Tel. +41 41766 16 16
Fax +41 41 766 16 10

Satis Vacuum Industries Vertriebs AG
Neuhofstrasse 12

CH-6340 Baar

Tel. +41 41766 16 16

Fax +41 41 766 16 10

sales @satis-vacuum.ch
www.satis-vacuum.ch

Satis Vacuum Industries S.p.A.
Via del Campaccio 13
1-20019 Settimo Milanese
Tel. +39 02335561

Fax +39 0233501200
sales @satis.it

Satis Vacuum Deutschland GmbH
Beethovenstrasse 30

D-63526 Erlensee

Tel. +49 6183 730 81

Fax +49 6183727 70

Satis Vacuum of America Inc.
2400 Spiegel Drive, Unit D2
PO. Box 180

Groveport, Ohio, 43125, USA
Tel. +1 614409 9401

Fax +I 614409 9306

Satis Vacuum (UK) Ltd.

Unit |6, Futura Park, Middlebrook
Bolton, Greater Manchester
BLDé6 6PG, UK

Tel. +44 1204 698955

Fax +44 1204 469147



Satis Vacuum Asia Pte. Ltd.
5 Pemimpin Drive # 12 — 04
Singapore 576149

Tel. +65 6250 18 87

Fax +65 6250 56 26

satis @ cyperway.com.sg

Satis Photonics AG
Neugasse 10
CH-8812 Horgen

Tel. +41 43244 15 44
Fax +41 43244 15 40
www.satic-vacuum.ch

Loh Holding AG
Herzentalstrasse 5
CH-4143 Dornach
Tel. +41 61 706 94 24

Loh Optikmaschinen AG
Herzentalstrasse 5
CH-4143 Dornach

Tel. +41 61 706 94 24

Loh Engineering AG
Ostringstrasse 10
CH-4702 Oensingen SO
Tel. +41 62388 5700
Fax +41 62388 57 98

e-mail: administrator@]loh-optic-ch.com

Loh Optikmaschinen GmbH
Wilhelm-Loh-Strasse 2-4
Postfach 20 69

D-35573 Wetzlar

Tel. +49 64419120

Fax +49 6441912 | 30
e-mail: LOH@Ioh-optic.com

Loh Optical Machinery, Inc.
Headquarters

NI116 WI8I11l Morse Drive

P.O. Box 664
Milwaukee/Germantown, WI 53022
USA

Tel. +1 262 255 6001

Fax +I1 262) 255 6002

e-mail: cb@loh-optical.com

Schweiter Technologies

Addresses
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Loh Opticservice France S. A.
ZAC Paris Nord I

20, Allées des Erables
F-93420 Villepinte

B.P. 58259

F-95957 Roissy CDG Cedex
Tel: +33 148 63 81 04

Fax: +33 148 63 26 85
e-mail: loh@]loh-france.com

Loh Optical Machinery Asia Ltd.
Room 21, 3/F. Sino Industrial Plaza
9 Kai Cheung Road
Kowloon Bay, Hong Kong
Tel. +852 2756 77 11
+852 2798 66 77
Fax +852 2796 61 75
e-mail: lohasia@netvigator.com

Loh Optical Machinery
Singapore Pte. Ltd.

Towner Post Office PO. Box 319
Singapore 913231

Tel. +65 6292 6628

Fax + 65 6292 7785

e-mail: leecspe@mbox3.singnet.com.sg

Loh Liaison India Office

209, Keshava

Bandra Kurla Complex

Bandra (East)

Mumbai-400 051

Tel. +91 (22) 2 6 54 21 41

Fax +91 (22) 2 6 5424 47
e-mail: LohIndia@bom5.vsnl.net.in

Ismeca Automation Holding SA
Rue de 'Helvétie 283

CH-2301 La Chaux-de-Fonds
Tel. +41 3292571 11

Fax +41 3292571 I5
Ismeca@ismeca.ch

Ismeca Europe Automation SA
Rue de 'Helvétie 283
CH-2301 La Chaux-de-Fonds
Tel. +41 3292571 |1

Fax +41 3292571 15
Ismeca@ismeca.ch
www.ismeca.com
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Ismeca France S.a.r.l.

3, Place de Montrapon
F-25000 Besangon

Tel. +33 382882750
Fax +33 381 8827 5]

Ismeca Europa Succursale Italiana
Viale Papiniano 10

[-20123 Milano

Tel. +39 024851 60 06

Fax +39 02 46 94 399

Ismeca Semiconductor Holding SA
Rue de I'Helvétie 283

CH-2301 La Chaux-de-Fonds

Tel. +41 3292571 11

Fax +41 329257215
Ismeca@ismeca.ch

Ismeca Europe Semiconductor SA
Rue de 'Helvétie 283

CH-2301 La Chaux-de-Fonds

Tel. +41 3292571 11

Fax +41 329257215
Ismeca@ismeca.ch
www.ismeca.com

Ismeca GmbH
Daimlerstrasse 30
D-75392 Deckenpfronn
Tel. +49 70 56-80 92
Fax +49 70 56-43 40

Ismeca USA Inc.

5816 Dryden Place

Carlsbad, CA 92008-6527, USA
Tel. +1 760 438 6150

Fax +1 7604386151

Ismeca Malaysia Sdn. Bhd.
Plot 3-61

Cheng Industrial Estate
75250 Melaka, Malaysia
Tel. +60 63352882
Fax +60 63352900
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Ismeca Asia, Ltd.

Room 5, 22" Floor
Fullagar Industrial Building
234 Aberdeen Main Road
Aberdeen, Hong Kong
Tel. +852 2873 3213
Fax +852 2873 1027

Ismeca Asia, Ltd. Shanghai
Representative Office

Pine City Hotel, 8 Dong An Road
Shanghai, 200032

PR China

Tel. +86 21 6443 8787

Fax +86 21 6443 6918
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