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Accompanying letter by LEM Board of Directors to the Annual Report 2003/04 

 To our shareholders and stakeholders 

 Plan-les Ouates, mid July 2004 

Profitable growth for LEM 

Dear Sir or Madam, 

Mid May we informed you about the change in the strategic direction of our Company. In the 
future LEM will concentrate on its core business in the field of Components and Automotive and 
therefore intends to sell its Instruments activity. By bundling the use of resources, we shall 
consistently develop our strength and take advantage of opportunities for growth. The focus of 
activities will allow us to make more effective use of investments in the development of projects 
and to simplify our market approach. 

In the Components business, LEM is a leader in the global market of current and voltage 
transducers for measuring electrical energy. The main applications are in variable speed drives, 
power electronics, traction, process automation and power supply by batteries. Here LEM excels 
by offering a comprehensive range of optimised components, outstanding answers to the specific 
requirements on measuring and sensoring systems of each field of application. This represents a 
major contribution to the sustainable, intelligent and economic use of electrical energy by our 
customers.

The growth potentials in the field of Components result from enlarging the product range for 
intelligent sensors and from further expanding into new applications and markets. Doing so, 
special emphasis will be given to the development of automotive electronics and to a better 
penetration of the markets in Asia. 

It is the intention of our Board of Directors to divest the Instruments business, preferably as one 
entity, to a strong acquirer, who is able to continue the development of the activities that LEM has 
built up over the last years. Presumably this transaction will be concluded within 12 to 18 months.

We shall pursue our efforts to sell the real estate „Centre de Technologies Nouvelles“ (CTN).
Due to the volatility of the real estate market, it is difficult to reliably predict how much time the 
sale will need. 

The modified corporate strategy will induce organisational changes. The Board of Directors leads 
the transformation process and will prepare a new organisational structure. 

The Board of Directors and the Management of LEM Holding SA would like to thank you for your 
trust and support. On our General Meeting, on 17 September 2004, we shall give you further 
information concerning the development of business and the progress in implementing the new 
strategic orientation.

In the name of the Board of Directors of LEM Holding SA 
Yours sincerely 

Fritz Fahrni 
Chairman
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LEM at a glance

Share price evolution of the LEM Holding SA, CHF 100 nominal value, registered
share and for comparison the Vontobel Small Cap Index

2

* without the discontinued operation of High Current
Systems, see page 50

LEM Group in kCHF 2001/02 2002/03 2003/04

Consolidated Sales * 156'495 150'401 161'292 

EBIT * 5'756 853 3'152 

Net earnings (loss) 1'938 (4'862) 118

Equity 76'122 65'589 65’688 

Net debt to equity 0.87 0.97 0.89 

ROE (Return on equity) 2.3% -6.9% 0.2%

Personnel end of the year 928 994 954 

Earnings (loss) per share (CHF) 6.5 (16.2) 0.4

Market capitalisation on 31.3. 84'000 70'500 60’000 
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Sales 1999/00 to 2003/04 by Business Area*

Sales 1999/00 to 2003/04 by Regions*

Europe
America

Asia
ROW

LEM Components

LEM Instruments

LEM Corporate Projects

* until 2002/03 including the discontinued operation

* until 2002/03 including the discontinued operation
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Dear Stakeholders,

The business year 2003/04 has seen a slow start but – fortunately – a real
improvement of the economic climate in the last quarter. This development
is highly welcome after three years of long-lasting weakness of the mar-
kets. The world is waking up from this recession period with lots of new
challenges and opportunities. LEM is responding by adapting its structures
and strengthening its business focus on serving all customers who con-
tribute or can create value through the optimal use of electricity.

LEM’s Business
The availability of high-quality electricity and its efficient distribution are
crucial for the global economic development. LEM’s mission is to design
and supply efficient solutions for measuring and monitoring electrical
parameters. The foundations of our business concept are a superior under-
standing of processes and equipment made to master the distribution of
electricity, its transformation and the control of processes, as well as close
co-operation with our customers to deploy this unique knowledge.

We address sustainable markets grouping numerous applications aiming
for the intelligent and economic use of electricity. They offer in the
decades to come further substantial opportunities for profitable growth on
a world-wide basis. The prime elements to succeed remain continuous
innovation, high commitment for close and proactive relations with our
customers, and operational excellence.

The Business Year 2003/04
Overall, LEM realised a sales growth of 7% in CHF. The improvement in
the operating profit (EBIT) to MCHF 3.2 from MCHF 0.9 in the previous
year reflects both the sales growth and the numerous internal improve-
ments on the way. The level is still far too low compared to our objectives. 
The price of the LEM shares dropped by 13% from CHF 230.- in April
2003 to CHF 200.- at the end of March 2004, whereas the Swiss market
average rose (SPI+ 42%). 

One of the factors influencing negatively the share price is still the CTN real
estate portion in the balance sheet, although the corresponding accounting
figures have been separated for full transparency for over ten years.

In 2003, we could assemble the needed boundary conditions enabling us
to sell the CTN. Although prospects exist, we could not realise the sale
despite considerable efforts for reasons largely beyond our influence. With
major obstacles removed, the Board continues to assign high priority to
the sale of CTN. The financial result of the real estate business improved
to MCHF 1.2 from MCHF 0.8 last year. 

Despite the improvement of the net profit to MCHF 0.1 from a loss of
MCHF -4.9 in the previous year, the Board proposes not to distribute a
dividend for the financial year 2003/04.

Business Report

Fritz Fahrni
Chairman of the Board, LEM 

We address sustainable markets
that offer in the decades to come
further substantial opportunities for
profitable growth on a world-wide
basis

”

”

Patrick De Bruyne
Chief Executive Officer, LEM
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Assessment of LEM Strategy
For the above reasons, the LEM Board decided in January to assess in
detail, together with the LEM Management, our strategic alternatives to
boost the productivity and robustness of the enterprise.

The sharpening of LEM’s strategy and operations is also mandatory to
help the financial market to recognise more clearly the attractive potential
that the customers see in our activities. 

The new, more focussed strategic direction is outlined in the letter to the
shareholders accompanying the present report. It concentrates on the
existing strengths and profitable growth potential of the LEM activities
of today. 

LEM’s Business Areas
LEM Components achieved with MCHF 106 a sales growth of 8%,
despite the adverse influence of currencies of -2%, and with a particular-
ly strong last quarter. 

EBIT could be improved by 16% to MCHF 7.6. The market and technology
positions are strong. Indeed we co-design Components with most of the
leading OEMs of the electro-technical industry for variable speed drives,
power supplies, renewable energy equipment, transportation on board and
on the trackside and, for two years now, the modernisation of process
automation.

Around 50% of sales are transducers for the control and protection of
variable speed drives. And the leading drive manufacturers, LEM’s
clients, are investing considerably to furnish the expected growing mar-
kets, e.g. for industrial drives, machine tools, wind power and other
alternative energy sources.

Business Report

LEM managers examine strategic alternatives
on a videoconference

Modernisation of manufacturing, thanks to Process Automation Transducers
(PAT) by LEM Components
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Last years’ turmoil has brought increased pressure on prices and new
potential competition, also favoured by the noticeable displacement of our
customers’ manufacturing from North America and Europe towards the
Far East. The response to these challenges has been and still remains strin-
gent cost control, and the steady introduction of new, high-performing
solutions to sustain our customers’ competitive advantage.

LEM Instruments realised a sales growth of 4.5 % to MCHF 53, quite a
remarkable achievement in what as been a continuously depressed market.
For 2003, the professional associations reported a decrease in demand of
14%, continuing the previous downturn in 2002. 

The internal measures taken to improve the business area profitability pro-
vided in parallel substantial positive effects. The EBIT improved to
MCHF 0.6, up from a loss of MCHF 2.8 in the previous year. Further rapid
improvements are mandatory in order to bring this business area to the
level of our profitability goals. 

The reasons for the improved performance of LEM Instruments is the
result of better market acceptance for our solutions, especially for Power
Quality and current probes. The adoption of our Power Quality systems,
MEMOBOX, TOPAS, QWave and Digital Fault Recorders by major util-
ities in Europe, the USA and emerging markets demonstrates the high
potential of this business.

LEM has indeed been chosen as the preferred partner to monitor and mas-
ter power quality in the deregulating networks of Europe. It is working
closely with utilities in Asia and North and South America to allow effec-
tive supervision of electricity distribution with the aim of reducing insta-
bilities and preventing power outages as they have been experienced in a
big way these last months. These market demands are steadily increasing
and the potential growth is undisputed for the next decade.

LEM Automotive is an activity into which we invested heavily in the last
three years. The program advanced to satisfaction with the achievement of
accreditation according to the strict automotive standards, along with the
certification of our design and supply chain by two reputed tier-one auto-
motive suppliers. We are now prepared for the production ramp-up and
mass delivery of the first products as from May 2004.

In this fiscal year, we worked on the feasibility of the next business inno-
vation along our measuring chain and expect Battery Monitoring to offer
a similar growth opportunity.

For these new projects and Strategic Business Development initiatives,
EBIT reflects directly those investment efforts. The reported loss is MCHF
5.1 compared to MCHF 2.8 last year.

Power Quality Systems by LEM Instruments
monitor parameters of electricity supply
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Corporate Initiatives for Operational Excellence
The ALDE (Alternative Design) programme, launched at the end of 2002,
was aimed at adapting the business architecture to the strongly changed
market conditions. It allowed us to register significant successes in the
improvement of our operations, maintaining our gross margin in an
unfavourable environment, reshaping our service to customers and reducing
the overheads. All these actions have also contributed to strengthening 
our competitive position.

Privileged customer relations open the doors to success. High-performing
solutions combine innovative product concepts devised in close collabo-
ration, prime customer service and the steady search for cost-effectiveness
in all functions. LEM is proud of the partnerships we are able to build with
our clients. The development of new solutions in response to market needs
is based on knowledge. It is the substance of the LEM Business Concept
to continuously develop the knowledge of the applications and of the
interaction between the electrical parameters. This will ensure its steady
flow towards our customers so as to get recognition for this contribution
to their competitiveness in the form of a profitable business development.

People
Business success is built through people. We are very proud of the knowl-
edge of LEM employees and of their unique commitment to the company.
They make outstanding efforts to align with the corporate values, and to
develop a positive spirit in all countries to enhance LEM’s contribution
towards customer’s wealth. On behalf of the Board, we would like to thank
them for their outstanding commitment. We know that there is still much
room for improvement, particularly in the efficient implementation of our
actions, but also that our employees will stand by side with us to build the
strategic position that the potential of LEM’s activities deserve.

We also want to thank you, the LEM shareholders, for your sustained sup-
port. The past three years have been challenging for the whole company
and for you. We look forward to harvesting the fruits of our substantial
efforts.

Fritz Fahrni, Chairman of the Board

Patrick De Bruyne, CEO

Business Report

it is the substance of the
LEM Business Concept to

ensure continuously the
steady flow of our knowledge

towards our customers

”

”
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LEM - a reliable partner:
that means …

9

Peter Schalcher
Regional Sales Manager Europe,

LEM Instruments

Didier J. Baltus
Business Unit Manager,

LEM Automotive

… providing electronics expertise 

One of the most rewarding challenges for the R&D engineers at LEM Auto is cre-

ating and developing products for new automotive applications in cooperation

with the major players. This involves leveraging LEM’s creativity, efficiency, pre-

cision and vigorous communication in order to succeed with numerous partners.

Stringent time-to-market constraints leave little room for redundancy, repetitive-

ness and false starts. With ninety percent of today’s automotive innovations relat-

ed to electronics, both car manufacturers and tier ones – traditionally experts in the

field of mechanics – are eager to partner with electronics specialists such as LEM

and gain a competitive edge.

… matching customer needs 

Manufacturers facing power-quality issues that affect product quality can depend

on LEM’s expertise.

The quality of the electricity supplied to an industrial manufacturer or service

provider is an important issue. Downtime and undelivered services have a direct

impact on performance and customer relationships. Thus, in today’s increasingly

competitive environment, a partnership with LEM can be a decisive factor in con-

tinuously optimising investments in internal energy distribution. It helps to ensure

that the supply quality matches the requirements of the relevant processes and that

power-supply problems are dealt with efficiently.

Martin Hoffmann
Regional Sales Manager Europe,

LEM Components

… getting involved in customers’ design processes right from the start 

Modern machines use more and more electronics, notably in connection with

drive and control systems. LEM sales and application engineers get involved in

our customers’ design processes right from the start. For each application, we

work together with our customers in order to develop solutions and products for

electrical measurement, which are tailored to their specific environment. This is

the key to creating systems that are reliable in the long term, which in turn is vital

for our customers’ success. 

Such long-term cooperation and mutual trust makes the LEM brand the reference

in an ever broadening range of applications and wherever measuring electrical

parameters creates added value.
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Solutions for customers

Working together to find the best and most cost-effective solutions
Right from the start of the project to develop a new dynamic servo drive,
LENZE and LEM engineers worked closely together in a concurrent design
process in order to produce the best and most cost-effective solution.
Teaming up allowed us to integrate current measurement techniques into the
customer's drive topology faster and more effectively than would have been
possible otherwise. The design-in phase provided the foundation for a solid
partnership based on openness and trust.
LEM’s involvement ensures highest product quality, first-rate delivery per-
formance and cost reductions throughout the production cycle.

Satisfying our customers’ specific operating requirements 
In Japan, advanced high-power-battery technology makes it possible to use
electricity to fuel electric forklifts and hybrid excavators. NANALEM con-
tributes to this development by performing design-in work using advanced
ASIC technology. 
We developed our HTFS transducer specifically to satisfy the operating
requirements specified by a forklift manufacturer. In addition, we have start-
ed design-in work with the R&D engineers of a construction-machinery
manufacturer for a hybrid mechanical shovel that meets Japan's strict stan-
dards on emissions of diesel particles.

Non-intrusive measurement of car-battery-leakage current 
A leading automobile manufacturer requires non-intrusive measurement of
car-battery-leakage current other than by means of a shunt, which would
require the battery to be disconnected. The solution is a probe, but one that
is able to cover a very wide range of currents, measuring between 5 mA
and 10 A, with an overload capability of 1000 A.
LEM devised a probe that uses fluxgate technology and is mechanically
and electronically designed to guarantee a measuring accuracy of a few
milliamps.

LENZE AG Engineers Karsten Finsterer (Strategic Purchasing) and Jürgen
Krietemeier (Electronic Development) together with Hans-Dieter Huber, Business
Development Manager Industrial Transducers, LEM Components and Jürgen
Koss, Sales & Marketing Manager for Industrial & Product Automation
Transducers, LEM Deutschland, in front of a KUKA industrial robot

Hideyuki Tanaka, Sales Manager Tokyo area for LEM Components, NANALEM

Alfredo Bernardi, Managing Director, LEM Italia (on the right) with Sergio Bonzani,
responsible of OEM customers, Tecnomotor 

<

<

<
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Joint development of a comprehensive locomotive test system
For eight years now, China’s new generation of locomotives has been sub-
ject to rigorous new traction standards. LEM China and the China Railway
Research Institute have developed a comprehensive locomotive test sys-
tem to enforce these standards. LEM transducers collect the electrical
parameters, and LEM’s D6000, the most precise power analyser on the
market, processes these parameters along with speed data and generates a
test report. This test system has proved capable of reliable operation even
under high workloads and has been used to test the safety and efficiency
of all new locomotives.

Ensuring that batteries are ready when needed
Until recently, the heart of an uninterruptible power supply (UPS) – the
battery – was monitored by means of only one LEM transducer inside the
UPS. Large UPS batteries, however, comprise hundreds of cells (see photo);
if one of them fails, it can prevent the UPS from functioning safely. 
At LEM, we are using our knowledge of transducers to develop new intel-
ligent products and services for testing individual cells. One of our first
practical applications is a project involving a major computer company
that executes financial transactions round the clock and therefore needs a
UPS that is ready at all times.

Understanding the car industry’s present needs and future opportunities 
As resident engineer, I work in close cooperation with GM’s engineering
teams. This gives us a better understanding of the car industry’s present needs,
and future opportunities in connection with new products. The two partners
can gather and exchange first-hand information, study trends and build up
trust. This in turn opens up opportunities for future cooperation, with the
customer being able to approach me directly at their facility. One result of our
cooperation is the SARVC (Stand-Alone Regulated Voltage Controller) in the
Cadillac Escalade (see photo), a device that helps reduce fuel consumption.

ShenMing, and WangZiDong, Sales Managers Traction Transducers, Beijing
LEM, respectively LEM Instruments & Meters, Beijing (standing) with Mr. LuYang,
Project Manager, China Railway Research Institute & his colleagues (sitting),
checking real time Locomotive test results

Paul B Stambaugh, LEM’s resident engineer at GM in Detroit (standing) with our
customer partner on a test run of Cadillac Escalade

Tony Hepton, Business Development Manager New Projects, Skelmersdale:
LEM products are used in the world’s largest Battery Energy Storage System,
Fairbanks, Alaska

>

>

>
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Beijing Dianyan El. Instruments Co Ltd*
N°1, Standard Factory Buildings
Sector B, Airport Industrial Area
CN-101300 Beijing
> Zhang Hu

Beijing LEM El. Co. Ltd*
N°1, Standard Factory Buildings
Sector B, Airport Industrial Area
CN-101300 Beijing
> Zhang Hu

LEM BE SA*
Avenue Newton 8
ZI NORD
B21300 Wavre
> Paul Leens

CTN SA
16, chemin des Aulx
CH-1228-Plan-les-Ouates/Genève
> Kennerth Lundgren

LEM Deutschland GmbH
Frankfurter Strasse 74
D-64521 Groß-Gerau
> Peter Mack

LEM ELMES
Bahnhofstrasse 15
CH-8808 Pfäffikon
> Peter Schalcher

LEM France Sarl
19, avenue des Indes
La ferme de Courtaboeuf
F-91969 Courtaboeuf cedex
> Paul Leens

LEM HEME Ltd*
1, Penketh Place
Pimbo Industrial Estate
GB Skelmersdale WN8 9QX
> Mike Thompson

LEM Instruments Inc.
23822 Hawthorn Blvd. #100
USA-Torrance, CA 90505
> Phil Spillane

> Managing Directors
* Production Centre & Design Centre

LEM Instruments & Meters Co Ltd*
N°1, Standard Factory Buildings
Sector B, Airport Industrial Area
CN-101300 Beijing
> Zhang Hu

LEM Italia Srl
Via V. Bellini, 7
I-35030 Selvazzano Dentro, PD
> Alfredo Bernardi

LEM Malaysia Sdn Bhd
No. 3, SB Jaya 7, Taman Industri S.B.
Jaya,  
47000 Sungai Buloh,
Selangor Darul Ehsan, Malaysia. 
> Tai Fong Ng

LEM NORMA GmbH*
Campus 21, Liebermannstraße F 01
A-2345 Brunn am Gebirge
> Peter Mack

LEM SA*
8, chemin des Aulx
CH-1228 Plan-les-Ouates/Genève
> Jean Hinden

LEM Holding USA Inc.
6643 West Mill Road
USA-Milwaukee - Wisconsin 53218
> Eric Wentz

LEM USA Inc.*
6643 West Mill Road
USA-Milwaukee-Wisconsin 53218
> Kimbel A. Nap

Hokuto KK
2-1-2 Nakamachi, Machida
JP-194-0021 Tokyo
> Pierre Savary

NANALEM KK*
2-1-2 Nakamachi, Machida
JP-194-0021 Tokyo
> Pierre Savary

TVELEM*
P.O. Box 18
Russia-Tver-170651
> Alexander Semenov

Universal Technic SAS*
1, rue Robert et Sonia Delaunay
F-75011 Paris
> Bernard Landre

LEM Holding SA
16, chemin des Aulx
CH-1228 Plan-les-Ouates/Genève
> Patrick De Bruyne

Group Subsidiaries
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Corporate Governance 

T his following information conforms to the new SWX Directive on
Information Relating to Corporate Governance, in effect since July
2002. Key elements are contained in the Articles of Association of 29

June 1999 and the Regulations for the Board of Directors of 10 January
2001. In cases where the required information is provided in other sections
of this Annual Report, the appropriate page number is referred to.

1 Group Structure
The LEM Group is divided into Components, Instruments and Corporate
Projects. Appropriate segment reporting pursuant to IFRS is contained on
page 43-44 of the Notes to the consolidated financial statements. All compa-
nies in the LEM Group are listed on page 12 of the Annual Report and under
“Scope of consolidation” on page 52, where the appropriate percentages of
shares held are indicated. 
Important shareholders in LEM Holding SA with more than 5% sharehold-
ings are found on page 34 in the Annual Report. There are no known share-
holder agreements between shareholders. Neither are there any contracts with
third parties for management services. LEM has no cross-shareholdings.

2 Capital Structure 
LEM Holding SA is domiciled in Plan-les-Ouates, Geneva. Its 300’000
shares (nominal value: CHF 100) are listed in the main segment of the
SWX Swiss Exchange (LEHN, security no. 815 723). On March 31, 2004,
the market capitalisation was MCHF 60. 
The share capital has been MCHF 30 since 1989. The variation in equity is
indicated on page 48 of the Notes to the consolidated financial statements.
All registered shares are fully paid in and entitled to a dividend; there are
no preferential rights. According to the Articles of Association, voting
rights restrictions may apply to shareholdings of 10% or more. Transferral
of shares is subject to no other restrictions. There is no authorised or con-
ditional share capital. On 31 March 2004, LEM Holding SA held 13’370 of
its own shares. Information on share and stock option programs is provid-
ed below under Chapter 5, “Compensations and Shareholdings” and under
Notes 29, ”Stock options plan” on page 51.

3 The Board of Directors
The Board of Directors (BoD) is composed of 6 members who are elected
at the General Annual Meeting for a mandate of one year, which is renew-
able. Peter Rutishauser was voted into the BoD at the ordinary General
Annual Meeting of 5 September 2003. Apart from Patrick De Bruyne,
CEO of LEM Holding SA, all Members of the BoD are non-executive
Members; none of the other Members were Members of the Executive
Management Team of LEM. Furthermore, they have no significant busi-
ness connections with the LEM Group. There is no cross-involvement
among Boards of Directors.

Surname Fahrni De Bruyne Mattacchini Wyss Bagdasarjanz Rutishauser

First Name Fritz Patrick Michel Robert Felix Peter

Nationality Swiss Belgian Swiss Swiss Swiss Swiss

Position President Member Member Member Member Member

Internal/external external internal (CEO) external external external external

Born in 1942 1948 1946 1952 1945 1956

Entry into BoD 1999 1990 1995 1998 2002 2003

LEM Shareholders’ Meeting, 5 September 2003

41482_FTC_ANG  06.07.2004  18:32  Page 13



14

Corporate Governance 

The BoD meets as often as necessary, but five or six annual meetings are
planned in advance. These meetings usually last one day and are held at the
company headquarters. The agenda is drawn up by the Chairman; the
Members of the BoD can ask for additional items to be included.
Depending on the issues, Members of the Executive Management Team
participate in the meetings in order to respond to specific questions. In the
completed financial year, seven meetings and two phone conferences were
held. Decisions can be taken by the Board if at least half of the Directors
are present and a simple majority amongst them is sufficient. In the event
of a tie in the voting the Chairman has the final ballot.

The respective competences of the Board of Directors (BoD) and of the
management (Executive Management Team, EMT) are set out in the
Regulations for the Board of Directors. In addition to the tasks, the deci-
sion-making powers are set out in detail. 

The Board of Directors:

• approves the mission, vision, strategy and structure proposed by the 
CEO and oversees its implementation

• appoints/dismisses the CEO, approves selection/dismissal of the EMT
members and direct subordinates of the CEO and monitors the internal 
development of “high potentials”

• establishes and monitors the performance-based reward system for the
top management

• monitors the ethical and legal behaviour of LEM

On a quarterly basis the BoD receives consolidated financial statements for
the LEM Group completed with year-end forecasts. A monthly report with
sales, orders, margins and comments on operations is sent to the BoD.

Annual assessments are done by the BoD for:

• the budget as well as the objectives for the CEO and his direct        
subordinates

• HRM, especially co-worker satisfaction and succession planning

• Customer satisfaction, Public and Investor Relations

• Risk, Legal, Intellectual Property, Social & Environmental aspects

• the Competitive Environment

• the qualifications and achievements for the performance-based      
remuneration and the reward system.

Every second year the BoD approves a revised version of the strategic busi-
ness plan, implementation progress of which it monitors on an annual basis
(incl. innovation and knowledge management).

At present, there is no audit committee. However, non executive Board
members discuss the report on the audit with the external auditor.

In the year under review, a Strategy Committee was formed which is com-
prised of the Directors Felix Bagdasarjanz (head of the committee), Patrick
De Bruyne and Peter Rutishauser. The committee issues guidelines for

Fritz Fahrni

Education
Dipl. Ing., ETHZ
PhD Illinois Institute of Technology, Chicago, USA

Professional background
Since 2000, Professor for Technology Management and Entrepre-
neurship jointly at ETH Zurich and the University of St. Gallen
1988-1999 CEO de Sulzer

Other notable activities
Member of the Board of Directors of Ammann Industrie,
Langenthal; SAM Private Equity, Zurich
President of the Swiss Science and Technology Council 

Felix Bagdasarjanz

Education
Dr. El.-Ing., ETHZ

Professional background
Since 2002, Independent business consultant
1999-2002 CEO of ESEC and Member of the Executive Board
of Unaxis
1997-1999 Member of the Executive Board of ABB Switzerland
1992-1997 Managing Director ABB Drives AG/ABB Industrie AG

Other notable activities
Delegate of the Board of Directors and CEO of Elmicron Inc., Zug

Patrick De Bruyne

Education
MSc, Polytechnic Faculty, 
Mons, Belgium

Professional background
Since 1993, CEO of LEM
1989-1993  Managing director of LEM Geneva and Member of
the Board (from 1990)
1983-1989  Managing director and Vice President of BBC/ABB
Semiconductors
1976-1983  Head of quality, product development and then
marketing at BBC Semiconductors

Michel Mattacchini

Education
Bank training

Professional background
Since 1 June 2002, Chairman of the Board of Directors of
Banque Cantonale de Genève
1998-2001  Head of Recovery Management for the canton of
Vaud as a deputy director at UBS
1962-1998  SBV / SBS, most recently as deputy director and
head of the commerce division in Geneva

Peter Rutishauser

Education
Dr. sc. nat., ETH 
lic. oec., HSG 

Professional background
Since 1989, independent businessman, participation in and
management of medium-sized companies

Other notable activities
Delegate of the Board of Directors of Equatis Ltd
Member of the Board of Directors of Sigg Switzerland Ltd

Robert Wyss

Education
lic.rer.pol., University of Berne
Federally approved financial analyst (CEA)

Professional background
1998-2004  SWX Swiss Exchange (Member of the
Management Board from 2003 to 2004)
1996-1998  Member of the Executive Board of Privatbank von
Graffenried, CIO 
1987-1994  Member of the Executive Board of Zurich
Cantonalbank, head of share analysis Switzerland
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strategic planning and strategic controlling and assists the EMT in imple-
menting them. It checks the strategic orientation of the company on a
regular basis and notifies the Board of the results at least once a year.
It provides statements of opinion on proposals submitted by the Executive
Management Team to the Board of Directors, which concern the strategy
and assesses the quality of the documents for decision-making.

4 Executive Management Team (EMT)
The CEO presents to the BoD the mis-
sion, vision, strategy and structure that
have been developed in cooperation
with the EMT. Once approval has been
obtained from the BoD, the CEO is
responsible for their implementation. 

He is responsible for the following tasks:

• strategic leadership

• operational leadership

• relations with investors and the     
public

There are no management agreements
between LEM Holding SA or its subsidiaries and third parties.

5 Compensation and Shareholdings
Remunerations for the Board and the Executive Management Team are
fixed by the Board. Criteria for bonus systems and Options Plan have been
validated by the Board. The attribution of stock options and restricted
shares is based on consolidated Group ROE. The cash bonus is based on
achieving targeted consolidated EBIT less a minimum return on capital
employed.

As in the year before, there has been no attribution of stock options or
restricted shares for the financial year 2003/2004. The total remuneration of
the 5 non executive directors amounts to CHF 102'322. These directors
were also paid a total of CHF 31'065 for additional support in connection
with legal, strategic and communication matters. The executive Board
member received the highest compensation with CHF 383’010.

3’268 options have been issued for the EMT and the BoD for the financial
year 2000/2001. Each option gives the right to buy a share for CHF 405
between 1 April 2003 and 31 March 2011. 1’326 options have been set
aside for the EMT and the BoD for the financial year 2001/02. Each option
gives the right to buy a share for CHF 280 between 1 April 2004 and 31
March 2012.

LEM Holding and its Group companies have given no
loans, advances, credits or sureties to Members of the
BoD or the EMT or persons closely linked to them.

No compensations were given to former members
of the governing bodies, and there are no agree-
ments for any such compensations.

15

Executive Director Non-Executive 
and EMT Directors

Number of shares held 4’736 1613

Number of options held 3’386 1’030

Remuneration 1’379’582 102’322

Severance payments Based on seniority, None
max 12 months salary 

Additional fees  None 31'065
(e.g. consultancy)

Surname De Bruyne Lundgren North Van Iseghem Wentz

First name Patrick Kennerth David M. Paul Eric S.

Nationality Belgian Swedish UK Belgian USA

Education MSc MBA PhD PhD MSc, MBA

Born in 1948 1966 1941 1946 1947

Function CEO CFO President President President
LEM LEM Strategic Business

Instruments Components Development &
Corporate Projects

With LEM since 1989 1992 1989 2000 1990

Previous ABB Power HEME ITT Canon GE
companies Semiconductors International Vice  Medical

Division Ltd President Systems
Manager Managing Engineering Manager

Director &Operations Asia
Pacific
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6 Shareholders’ participation rights

The Articles of Association provide for the possibility of limiting voting
rights to 10% per shareholder with a group clause. The BoD may refuse
entry of the voting rights for transactions exceeding this limit. In the event
of such a refusal, an entry is made for shares without voting rights. In con-
nection with alliances and acquisitions in particular, and in order to improve
the marketability of the securities on the stock market, the BoD may
approve exceptions to this rule. No such resolution was passed by the BoD
in the year under review.

The provisions of the Articles of Association on the convocation of general
meetings are in accordance with applicable legal regulations. One or sever-
al shareholders who together hold 10% of the share capital can also call for
a general meeting. Shareholders with shares to a total nominal value of at
least CHF 1 million can also call for an item to be put on the agenda. They
must provide a description of the relevant motion. Appropriate applications
must be submitted to the BoD in writing a minimum of 60 days before the
general meeting.

At the general meeting the shareholders can ask to be represented by an
independent representative who is Mr. Antoine Kohler, lawyer, 44 avenue
Krieg, P.O. Box 45, CH-1211 Geneva 17, Switzerland, or by third party
who need not be a shareholder of LEM Holding SA.

Dividend Policy
A pay-out ratio of 25% to 50% of the net profit is aimed for. 

7 Changes of control and defence measures
In accordance with Art. 32 of the Swiss Federal Act on Stock Exchanges
and Securities Trading (SESTA), any shareholder who exceeds 33.3% of
the control of the company has to make a public offer for all outstanding
shares. The Articles of Association of the company do not provide for any
exceptions to this rule. There is no particular clause in the Articles of
Association for changes of control. If dismissed in the case of a takeover,
the EMT and the CEO will receive a supplementary severance pay of 1 year
remuneration. There are no other contracts or plans.

8 Auditors
The Group auditors, Alber & Rolle Experts-Comptables Associés SA, were
appointed in 1983. Their mandate is renewed every year. The head auditor,
Hubert Rolle, has been responsible for this mandate since 1986. The audit-
ing honorariums amount to CHF 59'000. This company also receives CHF
8'830 for providing tax services and fees to the amount of CHF 48'800 for
auditing two other Group companies.

9 Information policy
LEM informs its shareholders on the business status and its results on a
quarterly basis. After the first six months a half-year report is published. This
report, as well as the Annual Report, is distributed to all shareholders regis-
tered in our share register and made publicly available. Once a year LEM
holds a presentation before the media and financial analysts. Internal
processes assure that price sensitive facts are published without delay in
accordance with the ad hoc publicity rules of the SWX Swiss Exchange.

At www.lem.com  a great deal of information (e.g., the Articles of
Association, interim and Annual Reports), as well as important dates, is
available which might interest LEM shareholders. Should you have any
questions, please do not hesitate to contact LEM Holding SA, Kennerth
Lundgren, CFO, 8 chemin des Aulx, CH-1228 Plan-les-Ouates, or send
an e-mail to investor@lem.com (phone: +41 22 706 12 20).
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Corporate Governance 

41482_FTC_ANG  06.07.2004  18:32  Page 16



17

Reports by
Business Area

41482_FTC_ANG  06.07.2004  18:32  Page 17



LEM Components - the biggest
Business Area with 65.8 % of
Group sales

18

O verall, LEM Components enjoyed a good year with an annualised
growth rate of 8%. Each quarter was stronger than the corresponding
quarter of the previous year. The year-end in particular delivered solid

order figures. Growth was strong in two of the three main continents; it was
strongest in Asia (14%), followed by Western Europe (10%); NAFTA had a
negative growth of - 4% (all % refer to growth measured in CHF).

Year of Moderate Growth and Strong Year End
Due to our international reach, we have been able to take full advantage of
several important regional developments and to service our global cus-
tomers seamlessly, wherever needed. This resulted in growth equal to or
greater than 40% in ASEAN countries, Austria, Russia, Finland, Spain,
Eastern Europe, China and elsewhere. We also achieved double-digit
growth in Italy, Brazil and Japan and above-average growth in Germany.

Year of Pressure on the Gross Margin
The gross margin in the final quarter was about the same as in the previ-
ous year. Over the year, however, a number of negative factors resulted in
an average gross margin that was down by 1.7%:
- exchange rates – primarily, the weak US dollar and related currencies, 

as well as the strong Euro relative to the Swiss franc – have put    
downside pressure on price levels and upside pressure on purchasing 
costs

- competition – primarily from manufacturers in mainland China, some 
of whom have a low regard for intellectual property rights.

We believe, however, that our efforts to further advance our reputed quality,
to increase our high customer service levels and to innovate, as well as to
reduce costs, will allow us to maintain an adequate gross margin.

With this in mind, we are implementing a business model with a lower
overhead. At mid-year, we started to reduce the indirect costs and stream-
line our sales and administrative organisation in the USA, and the USA
organisation is now again profitable. Similarly, in Japan, both the factory
and the sales organisation have been restructured so as to achieve sustain-
able profitability.  

Innovation – Sustainable Growth
LEM Components maintains a high level of R&D investment: 6.6% in
2003/04. The efforts are partly geared towards improving and reducing the
costs of existing products, but, more importantly, they are also geared
towards innovation and leapfrogging the competition with high performance
products based on new technologies, as well as towards opening up new
markets and applications.

LEM Components

Partnerships with
customers allow us to

develop next-generation
products that match their

future demands

Paul Van Iseghem
President of

LEM Components

”

”
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In particular, we would like to mention our leadership in ASIC-based
transducer products, our new ranges of traction-current and voltage-trans-
ducers, our successful low-cost open-loop transducers, the new range of
Trackside SENZ products which service the traction signalling and moni-
toring markets and the new ranges of PAT products which service the
automation markets.With all these products, we believe that we com-
mand a solid market share worldwide, and we intend to increase it.
Furthermore, we will expand the market by opening up new applica-
tion fields. Above-average growth was seen not only in the new busi-
ness fields, but also in the industrial markets, in the main markets of
drives and UPS (uninterrupted power supplies) and in the forklift and
new energy markets.

Customer Satisfaction, Reliable Partner
For some years now, LEM Components has been focusing on improv-
ing its service level and strengthening its partnerships with its customers.
The Geneva factory in particular has achieved its objectives regarding
Customer Service Improvement, and the other factories are moving in this
direction as well. We are also seeking more partnerships with customers –
not only in order to develop next-generation products that match future
customer demands, but also in order to assure total-cost reductions for the
customers' benefit. 

Outlook
The outlook for the business activities of LEM Components is solid. The
growth momentum that we spoke of last year has materialised and will con-
tinue to increase if the economic environment remains stable. The expan-
sion into new market segments is also in progress. Our operational per-
formance has improved and will be further extended. Both fixed and vari-
able costs will be further reduced.

LEM Transducers for various applications in
industry, traction & process automation
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LEM Instruments achieved
33.1% of Group sales

20

W ith the unexpected departure of Philippe Vedel from LEM at the
end of 2002/03, the immediate challenge for the Business Area
was to continue on the path initiated by Philippe in order to

regain growth and profitability. The whole LEM Instruments team has
admirably responded to this challenge with a combination of higher sales
(+4.5%), a higher gross margin (+0.5%) and sales and administration over-
head reductions of MCHF1 compared to 2002/03. This is broadly in line
with the objectives set out in our ALDE program, which is aimed at sim-
plifying our management structures and reducing our overheads. 

Return to Profitability
Profitability would have been substantially greater had it not been for the
significant impact of the weak USD on our Digital Fault Recorders (DFR),
whose sales rely heavily on the NAFTA market. 

Strong Regional Growth in Europe and Asia
In Europe, despite a continued decline in the electrical measuring equip-
ment markets (e.g. -18% in Germany and -5% in France according to the
business associations ZVEI and SIMTEC), LEM Instruments has grown
by +14% with extremely strong performances in our Power Quality and
Analyser, DFR and Probes businesses.

Our Power Quality markets, both portable and permanently installed, have
benefited particularly from the launch of new “Advanced” functions in the
MEMOBOX range for disturbance and quality analysis in utility distribu-
tion networks, as well as from the new TOPAS 1020 load analyser, which
provide a unique platform for the optimisation of network assets.

A notable achievement is the official homologation of our QWave Silver
product by EDF-GRD in Paris, which confirms that this product fully
meets the needs of the French public grid operator EDF for permanently
installed power-quality monitoring.

The launch of our new Power Analysers, NORMA 3000 to 5000, com-
bined with a renewed market approach through specialised partners, has
proved very successful.

The development of key accounts has led to a growth of 50% in AC
Monitoring probes used in the Power Quality markets we address. In this
regard, the strategic acquisition of Universal Technic has proved a great
success. Further significant growth in probes has come from implementing
LEM’s patented Fluxgate technology in automotive diagnostics for a
major European car manufacturer, as described on page 10 of this Annual
Report. The customer has expressed his delight with the product's per-
formance and quality.

LEM Instruments

Our Power Quality markets
have benefited particularly

from the new unique platform
for the optimisation of 

network assets

”

”

David M. North
President of

LEM Instruments
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Our American markets have underperformed by -23% compared to 2002/03.
This is mainly due to the weakness of the USD, which has particularly
impacted DFR, and to a general underperformance of the main economies.
There are some early signs of a pick-up in the economy, with some signifi-
cant orders from the telecoms sector with delivery set for 2004/05.

Strong growth has also come from Asia at +19%, fuelled by China at
+29%, mainly for our DFR and Service, Installation and Maintenance
(SIM: + 61%) businesses; thanks to the dedication of our sales teams in
developing our local presence. This region promises to deliver even more
significant growth in 2004/05. 

Our QWave Premium power quality product has successfully passed the
performance tests of Malaysia’s National Energy Agency (TNB).

Unfortunately, the intended acquisition of Nanjing Yinshan Electronics
Company Ltd. was not carried to conclusion due to the long duration and
strong impact of the SARS epidemic.

Now to the Future
Thanks to efficiency gains, for example in the area of printed circuit
boards, we are reducing the production costs of most of our products. In
addition, we are pursuing outsourced manufacturing wherever appropriate,
keeping only critical processes in house. The first example of this
approach is with the new DFR product BEN 6000.

The order entry was 4% above sales in 2003/04 and the opening order
book for 2004/05 at MCHF 9.6 is 35% up from that for 2002/03. This fact,
coupled with signs of improvement in both the European and American
economies and even stronger growth in Asia, augurs well for 2004/05.

Our QWave products monitor the quality of
power supply

SATURN GEO: Earth / Ground Tester
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T he future of LEM depends on our ability to exploit business syner-
gies within the company and develop new opportunities. Currently,
two new businesses are being developed as Corporate Projects:

Automotive and Battery Monitoring. We expect that each will contribute
significantly to LEM’s growth and profitability in the coming years. 

LEM Automotive on Steep Ramp-Up
LEM is now certified according to global automotive standards (ISO TS
16949 and QS 9000) and approved for full production by our main cus-
tomers. Contracts awarded to LEM are currently valued at approximately
MCHF 90 over the next five years, while additional contracts under nego-
tiation are valued at MCHF 30-70 for the following three years. New con-
tracts awarded to LEM in Japan and in Europe will continue this growth
trend, turning LEM Automotive into a significant contributor. We will
begin high-volume production of our leadership solution in early 2004/05
with a steep ramp-up to a rate of approximately 2 million units per year.

LEM Battery Monitoring Systems – a New Business within LEM
Batteries deteriorate with time, so battery monitoring and maintenance is
crucial in terms of a reliable power supply. LEM Battery Monitoring
Systems (a new business within LEM) has a broad application with con-
siderable inter-business synergy and expanded market opportunities. Many
industrial, utility, telecom, internet, banking, health care and other facili-
ties require primary power supplies that are 100% reliable. To avoid the
catastrophic cost impact of unexpected power outages (such as those
which occurred in North America and Europe in 2003), these facilities use
back-up battery storage systems and auxiliary generation to ensure the
continuity of the supply.

In late 2003, LEM acquired the assets of Guardian Link Ltd in order to add
cutting-edge technology and expertise to our portfolio. These have now
been assimilated into our United Kingdom operations, and we expect to
introduce our first products in 2004/05.

Strategic Business Development (SBD)
The initiation of SBD in 2003 represents a transition and establishes an
increased focus on synergies within LEM, as well as on new businesses
consistent with LEM’s global strategic umbrella. 

LEM Corporate Projects

The future of LEM depends
on our ability to exploit

business synergies within the
company and develop new

opportunities

”

”

Corporate Projects: 1.1%
of LEM Group sales

Eric S. Wentz
President

Strategic Business
Development and Corporate

Projects
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Synergistic products such as Energy Metering for Trains (EM4T) were
completed in 2003 using the expertise of both our Instruments and
Components businesses to develop and deliver a complete customer solu-
tion. Used primarily in Europe and driven by the trend toward deregula-
tion, this locomotive subsystem measures energy use, position and effi-
ciency and transmits the relevant figures to locomotive operators and
power suppliers. EM4T is marketed through LEM Components.

In addition to seizing new and synergistic product opportunities, SBD
works across the entire LEM strategic landscape to identify key partner-
ships and alliances that significantly strengthen our position in the global
marketplace. A marketing alliance has been formed with Dranetz-BMI in
North America in order to increase brand recognition in the Americas and
provide additional product and software expertise for LEM worldwide. We
expect to strengthen this alliance in 2004/05. 

Recent accelerated growth in aeronautical and defense spending offers
additional opportunities. Combinations of technologies derived from our
Automotive and Components businesses offer LEM the opportunity
to break into these new markets. 

Through our functions as an integrator and catalyst in technology,
marketing, and business positioning throughout LEM, SBD will continue
to exploit and identify synergies and find ways to develop them into viable
and profitable products and services.

23

LEM transducers contribute to innovation in car
industry in order to reduce fuel consumption
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The review of the financial results concerns the financial year ended
on 31 March 2004. 

Sales
LEM Components has three fields of activity: Industrial exposed to
a large extent to the cyclicality of the machine-tools industry. Traction
is more project related to investments in railway infrastructure. Process
Automation is a new activity being built up. 
Sales grew by 8.1% in Swiss francs and by 10% in local currencies
(Asia +14.1%, USA -4.2%, Europe +10.2%, Rest of the world
+12.5%). Orders received grew by 6.4% against last year. This
improvement in orders is coming from the industrial activity.

LEM Instruments has two fields of activity: Power, providing solu-
tions for utilities in the area of Power Quality and Digital Fault
Recorders. Traditional instrumentation supplying handheld measure-
ment instruments mainly through distribution to professional electri-
cians in whatever industry they are. 

Sales increased by 4.5% in Swiss francs and local currencies (Asia
+18.7%, USA – 22.9%, Europe +14%, Rest of the world –23.5%). The
activity Power as well as the Probes registered double-digit growth
rates. Orders grew by 9.4% and the new financial year starts with a
good order book that is 35% higher than one year ago.

Corporate Projects (previously LEM Ventures) consists of the
Automotive Programme (LEM Automotive) and of New Projects fol-
lowing the sale of High Current Systems one year ago and the integra-
tion of Probes into LEM Instruments. In the Automotive Program cur-
rent year sales are modest, as we deliver pre-series and prototypes. The
series production starts in 2004/04 and sales should exceed MCHF 10.
The cumulative sales of the main contracts total MCHF 90 for the peri-
od 2004-2009.

The below table shows the sales evolution of the Group:

The regional sales breakdown for the LEM Group is presented in the
following table:

Financial results

26

MCHF 2002/03 2003/04 Variation

Components 98.2 106.2 8.1 %

Instruments 51.1 53.4 4.5 %

Corporate Projects 1.1 1.7 59.1 %

Total 150.4 161.3 7.2 %

MCHF 2002/03 2003/04 Variation

Europe 85.4 95.6 11.9 %

North America 31.9 29.1 -8.9 %

Asia 27.5 31.7 15.3 %

Rest of the World 5.6 4.9 -12.5 %

Total 150.4 161.3 7.2 %

Kennerth Lundgren
Chief Financial Officer LEM

The recovery of the
markets will extend to the

2004/05 financial year.
This should benefit all

our businesses

”

”
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The strong growth in Asia comes mainly from China but also is from
other countries in South East Asia due to customers of LEM
Components that delocalise their production.

EBIT
In 2003/04 the gross margin dropped from 47.4% to 46.5%. This can be
attributed to the weakened dollar and the product mix.

The following table shows the EBIT and EBITDA by Business Area:

The EBIT for the 2003/04 financial year was MCHF 3.2; for the pre-
vious financial year, it was MCHF 0.9. This improvement is mainly
due to the following positive and negative factors:

• Higher sales leading to a higher gross margin of MCHF 3.7

• By MCHF 3.3 increased R&D expenses
In 2002/03 R&E expenditures had been deferred for the 
Automotive Programme and for two Instruments projects.
In 2003/04 there were no R&D deferrals and the amortisation   
over three years started. The real increase in R&D spending was  
MCHF 1 for Components and the Automotive Programme.

• Cost reductions to the amount of MCHF 1 in LEM Instruments 
through the ALDE Programme.

• Lower restructuring costs (MCHF 3.1)

2002/03 contained a restructuring charge for the ALDE 
Programme.

27

2003/04

2002/03

2001/02

2000/01

1999/00

0     5      10        15          20MCHF

Industrial EBIT

MCHF Sales EBIT EBITDA

Components
2002/03 98.2 6.5 10.3 
2003/04 106.2 7.6 11.7 

Instruments
2002/03 51.1 -2.8 0.5 
2003/04 53.4 0.6 4.3

Corporate Projects
2002/03 1.1 -2.8 -2.7 
2003/04 1.7 -5.0 -4.0

LEM Group 
2002/03 150.4 0.9 8.0 
2003/04 161.3 3.2 12.0
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Net earnings

The net financial expenses were reduced by MCHF 0.4 to MCHF 2.4
thanks to lower foreign exchange loss and to lower interest rates. The
net real estate earnings increased by MCHF 0.4 also thanks to lower
interest rates. The taxes amount to MCHF 1.8 in 2003/04 against
MCHF 2.1 in the previous year. 

The previous year’s loss from discontinued opera-
tions of MCHF 1.5 refers to divestment of the High
Current Systems and corresponds to the operational
EBIT as well as the loss on the sale of activity of
MCHF 1.6.

The net profit for the 2003/04 financial year was
MCHF 0.1, whereas the previous financial year saw
a loss to the amount of MCHF 4.9. On this basis the
Board of Directors will propose not to distribute a
dividend for the financial year 2003/04.

Balance sheet structure and cash-flow

The cash flow from operations decreased by MCHF 3.2 to MCHF 10.8
due to an increase of sales at the end of the financial year with higher
trade debtors as a consequence. The cash flow from investments
excluding acquisitions amounts to MCHF 4.0. (MCHF 5.9 last year).
The deferral of R&D in 2002/03 for MCHF 1.2 explains most of the
variation. Acquisitions amounted to MCHF 1.1 in 2003/04, which is

Financial results
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MCHF 2.6 lower than in the previous year when NANALEM in Japan
bought the transducer activity from Hinode. This resulted in free cash
flow of MCHF 5.6 against MCHF 4.4 in the previous year. The net
debt has been reduced by MCHF 5.2. to MCHF 58.3, of which MCHF
23.7 relates to industrial activity and the rest to real estate business.

Real estate

The real estate “Centre de Technologies Nouvelles”
(CTN) has not been sold yet and the divestment of
real estate remains a high priority.

Following this sale, the consequences for our balance
sheet are that the buildings will disappear from the
assets, as will also the long-term mortgage debt rela-
ting to the real estate. CTN SA will make a capital
reduction and LEM Holding SA will get cash back.
LEM will then have an even stronger balance sheet
and all management attention can be concentrated on
achieving profitable growth for the industrial core
business.

25

20

15

10

5

0

-5

-10

% 1999/00  2000/01  2001/02        2002/03      2003/04

Profitability ratios

ROCE industrial

ROCE total

ROCE real estate

ROE

(in MCHF) 31.3.2003 31.3.2004

Net debt 63.5 58.3
Net debt ex CTN 26.1 23.7
Total Assets 173.5 174.9
Capital employed – industrial 81.6 78.1
ROE -6.9% 0.2%
ROCE – industrial 1.1% 3.9%
ROS – industrial 0.6% 2.0

Centre de Technologies Nouvelles
(CTN) in Plan-les-Ouates (Geneva)
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Financial results

Outlook
At present, it seems that the recovery of the markets will extend to the
2004/05 financial year. This should benefit all our businesses. The auto-
motive programme is at its starting stage, and we expect substantial
increase in sales. 

Financial Risk Management
The Group’s operating activities expose it to a variety of financial risks,
including the effects of: interest rates, credit and foreign currency
exchange rates. 

The Group’s overall risk management programme focuses on the unpre-
dictability of financial markets and seeks to minimise potential adverse
effects on the financial performance of the Group. The objective is to reduce
financial risks by balancing the cost of hedging against the amounts at risk.

Derivative financial instruments are entered for any underlying risk in
accordance with the Group’s risk policy.  Risk management is carried out
by the CFO, who identifies, evaluates and hedges financial risks.
Operating units manage financial risks within delegated limits.

(1) Foreign exchange risk
The Group operates internationally and is exposed to foreign exchange
risk arising from various currency exposures primarily with respect to
mainly the dollar, the euro and the yen. The net dollar exposure is hedged
by using forwards and derivatives. On the contrary, the exposure to yen is
not significant since most revenues and expenses of NANALEM in Japan
are in yen. The sales subsidiaries have all their transactions in their local
currency and the foreign exchange exposure is concentrated to the pro-
duction centres. 

Investments in foreign subsidiaries, whose net assets are exposed to cur-
rency translation risk, are not hedged. This exposure has no impact on the
profit & loss account but on shareholders’ equity.

(2) Interest rate risk
The Group’s net earnings and operating cash flow are substantially inde-
pendent of changes in market interest rates. During the financial year
2003/04, the mortgage debt in the real estate company CTN was at vari-
able rates. The industrial debt is at variable rates and the Group uses
derivatives as hedging to limit the impact of rising interest rates. 

(3) Credit risk
The Group has no significant concentrations of credit risk in its trade
debtors. The Group has policies in place to ensure that sales of products
and services are made to customers with an appropriate credit history. 
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LEM Holding SA
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Balance Sheet of LEM Holding SA on 31 March
(before distribution of earnings)

32

Assets Notes 31.03.2004 31.03.2003

Current assets CHF CHF

Cash 2'735'541 1'746'655

Own shares 1 2'674'000 2'847'025

Group debtors 1'502'149 558'149

Sundry current assets 449'402 693'051

Sundry current assets, Group 14'703 –

Total current assets 7'375'795 5'844'880

Fixed assets

Group loans 12'598'474 11'442'204

Investments in subsidiaries 2 89'534'875 90'573'957

Tangible fixed assets 1'797 26'687

Intangible fixed assets 292'664 373'270

Total fixed assets 102'427'810 102'416'118

Total assets 109'803'605 108'260'998

Liabilities & Equity Notes 31.03.2004 31.03.2003

Current liabilities CHF CHF

Bank borrowings 26'374'058 26'267'675

Current liabilities 1'145'774 544'317

Group current liabilities 3 10'716'851 6'798'468

Total current liabilities 38'236'683 33'610'460

Equity

Share capital 4 30'000'000 30'000'000

General reserve 5 31'546'960 31'368'547

Reserve for own shares 1 2'674'000 2'847'025

Retained earnings 10'434'966 12'157'978

Net loss of the period 6 (3'089'004) (1'723'012)

Total equity 71'566'922 74'650'538

Total liabilities & equity 109'803'605 108'260'998
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Profit and Loss Account of LEM Holding SA
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Income Notes 2003/04 2002/03

CHF CHF

Dividends 3'959'212 3'930'067

Interest income on inter-company loans 482'139 324'932

Other financial income 4'685 10'092

Central services to the Group 2'098'608 1'653'042

Sundry income – 1'428

Foreign exchange gains 127'212 253'708 

Total income 6'671'856 6'173'269

Expenses Notes 2003/04 2002/03

CHF CHF

Office and administration expenses 3'990'869 3'215'046

Financial expenses 1'363'208 1'354'682

Foreign exchange losses 9'145 129'132

Loss on loans to subsidiaries 31'070 388'562

Loss on investments in subsidiaries 825'497 221'664

Increase of provision for loss on investments in subsidiaries 3'000'000 2'000'000

Loss on sale of own shares 239'577 35'910

Increase of provision for loss on own shares 1 251'494 494'285 

Total expenses 9'710'860 7'839'281 

Loss before taxes (3'039'004) (1'666'012) 

Taxes (50'000) (57'000)

Net loss (3'089'004) (1'723'012) 
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Notes to the financial statements of LEM Holding SA

Principles for the establishment of the financial statements

The financial statements of LEM Holding SA comply with

the requirements of the Swiss law for companies, the Code

of Obligations (SCO). 

Bases and methods of valuation

The current assets and liabilities and the inter-company loans

are valued at the exchange rates of 31 March.

The foreign exchange rate gains and losses are recorded in

the profit and loss account. The investments in subsidiaries

are valued at acquisition cost less adjustments for impairment

of value.

34

31.03.2004 31.03.2003

1. Own shares CHF CHF

The company holds own shares for an amount of: 2'674'000 2'847'025
The book value corresponds to 13'370 shares (12'115 on 31.03.2003)
to the share price.
The reserve for own shares has been constituted for the same amount.
An allowance for loss on own shares has been constituted.

2. Investments in subsidiaries

Historical cost 94'534'875 92'573'957

Provision for loss on investments in subsidiaries (5'000'000) (2'000'000)

Total 89'534'875 90'573'957

3. Group current liabilities

Inter-company loans 9'884'060 6'126'956

Inter-company current liabilities and accruals 832'791 671'512

Total 10'716'851 6'798'468

31.03.2004 31.03.2003

4. Important shareholders according to art. 663c of the 

Swiss company law Shares in % Shares in %

Shareholder with ownership above 5%:
Saraselect 29'975 9.99 28'644 9.55

M. Werner Weber 29'900 9.97 27'500 9.17
Own shares 13'370 4.46 12'115 4.04
Other registered shareholders with less than 5% 153'100 51.03 173'943 57.98
Non registered shareholders 73'655 24.55 57'798 19.27

Total number of shares 300'000 100.00 300'000 100.00
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31.03.2004 31.03.2003

5. General reserve CHF CHF

Of which additional paid-in capital 33'623'493 33'623'493

6. Disposable earnings

Retained earnings on 1st April 10'434'966 12'157'978

Loss of the period (3'089'004) (1'723'012)

Disposable earnings 7'345'962 10'434'966

7. Obligations according to art. 663b of the Swiss company law

Guarantees in favour of third parties on behalf of subsidiaries 21'686'049 21'571'118

Deposits as collateral for interest rate hedges 2'524'681 1'520'420

Dispositions regarding the dividend payment

The Board of Directors has decided to propose not to distribute a dividend.
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As statutory auditors, we have audited the accounting

records and the financial statements (balance sheet, profit

and loss account and notes, on pages 32 to 35) of LEM

Holding SA for the year ended 31 March 2004.

These financial statements are the responsibility of the

Board of Directors. Our responsibility is to express an opin-

ion on these financial statements based on our audit.

We confirm that we meet the legal requirements concerning

professional qualification and independence.

Our audit was conducted in accordance with the auditing

standards promulgated by the Swiss profession, which

require that an audit be planned and performed to obtain rea-

sonable assurance about whether the financial statements are

free from material misstatement. We have examined on a

test basis evidence supporting the amounts and disclosures

in the financial statements. We have also assessed the

accounting principles used, significant estimates made and

the overall financial statement presentation. We believe that

our audit provides a reasonable basis for our opinion.

In our opinion, the accounting records, the financial state-

ments and the proposed appropriation of available earnings

comply with the Swiss law and the company's articles of

incorporation.

We recommend that the financial statements submitted to

you be approved.

Geneva, 28 May 2004

ALBER & ROLLE

Experts-comptables Associés SA

H. Rolle

Certified Public Accountant

(Auditor in charge)

J.-C. Vitali

36

Report of the statutory auditors to the General
Meeting of LEM Holding SA

LEM Holding SA
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LEM Group
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Consolidated Balance Sheet of the LEM Group
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Assets Notes 31.03.2004 31.03.2003

CHF CHF

Cash 10'094'669 8'033'948

Securities 6'543 11'273

Trade debtors 1 33'010'395 29'731'313

Loans 2 1'872'067 2'051'455

Other current assets 3 6'452'235 7'220'005

Deferred taxes 4 472'986 489'204

Inventories 5 30'501'624 29'806'435

Current assets 82'410'519 77'343'633

Participations 6 1'131'900 1'334'583

Long-term receivables 7 199'909 138'329

Land and buildings 8 58'439'263 58'266'914

Machinery and equipment 8 18'460'271 18'813'054

Intangible assets 9 14'279'326 17'604'379

Fixed assets 92'510'669 96'157'259

Total assets 174'921'188 173'500'892

Liabilities and equity Notes 31.03.2004 31.03.2003

CHF CHF

Trade creditors 10 13'624'380 11'042'681

Other current liabilities 11 19'801'377 16'150'075

Provisions 12 6'653'453 7'488'593

Short-term borrowings 31'274'773 29'484'891

Current liabilities 71'353'983 64'166'240

Long-term borrowings 13 37'000'220 40'942'193

Other long-term payables 14 129'480 1'123'076

Long-term liabilities 37'129'700 42'065'269

Minority interests 15 749'979 1'680'871

Share capital 16 30'000'000 30'000'000

Reserves 35'569'643 40'450'584

Net earnings (loss) of the period 117'883 (4'862'072)

Equity 17 65'687'526 65'588'512

Total liabilities and equity 174'921'188 173'500'892
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Consolidated Profit and Loss Account
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Notes 2003/04 2002/03

CHF CHF

Sales 161'292'440 150'400'803

Cost of goods sold (86'315'533) (79'080'439)

Gross margin 74'976'907 71'320'364

Sales expense (29'028'994) (28'681'588)

Administration expense (25'764'717) (24'983'352)

Research & development expense (15'709'430) (12'425'945)

Goodwill amortisation (2'189'175) (1'944'668)

Other expense 18 (354'781) (3'431'283)

Other income 19 1'222'892 999'719

Earnings before interests and taxes 3'152'702 853'247

Financial Expense (net) 20 (2'357'057) (2'793'888)

Earnings (Loss) before real-estate earnings 795'645 (1'940'641)

Net real-estate earnings 21 1'180'624 793'939

Earnings (Loss) before taxes 1'976'269 (1'146'702)

Income taxes 22 (1'776'153) (2'073'312)

Earnings (Loss) after tax 200'116 (3'220'014)

Minority interests (82'233) (175'806)

Earnings (Loss) from continued operations 117'883 (3'395'820)

Loss from discontinued operations 23 – (1'466'252)

Net Earnings (Loss) 117'883 (4'862'072)
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Consolidated Cash Flow Statement
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Notes 2003/04 2002/03

CASH FLOW FROM OPERATING ACTIVITIES CHF CHF
Net earnings 117'883 (4'862'072)
Reconciliation of net earnings to cash flows from operating activities:
Minorities' share in net earnings of subsidiaries 82'233 175'805
Depreciation and amortisation 8'878'115 7'376'385
Constitution of provisions 1'052'920 3'928'880
Reversal of provisions (2'214'647) (720'182)
Loss on disposal of assets – 1'457'473
Deferred taxes 36'565 –
Share in results of companies consolidated with the equity method (18'011) 139'718

Cash flow 7'935'058 7'496'007

Conversion differences on cash-flows (6'674) 58'802

Change in inventory (341'509) 1'259'299
Change in receivables (1'792'319) 603'825
Change in payables 4'962'173 4'565'300

Changes in working capital 2'828'345 6'428'424

Cash flow from operating activities 10'756'729 13'983'233

CASH FLOW FROM INVESTING ACTIVITIES
Capital expenditure in intangible fixed assets (708'522) (2'037'691)
Capital expenditure in tangible fixed assets (4'731'596) (5'149'740)
Proceeds from the sale of fixed assets 956'416 285'355
Investment in long-term receivables (70'233) (64'551)
Proceeds from long-term receivables 519'403 1'115'993
Acquisition of companies 25 (1'135'558) (3'716'882)

Cash flow from investing activities (5'170'090) (9'567'516)

CASH FLOW FROM FINANCING ACTIVITIES
Variation in own shares (312'657) (146'802)
Other changes in equity (231'566) (51'355)
Dividends paid to the shareholders of LEM Holding SA – (864'939)
Dividends paid to minorities (21'950) (30'468)
Proceeds from borrowings 1'813'760 3'774'388
Repayment of borrowings (5'301'080) (11'383'680)

Cash flow from financing activities (4'053'493) (8'702'856)

Change in cash and cash equivalents 1'533'146 (4'287'139)

Cash and cash equivalents at the beginning of the year 8'045'221 12'929'143
Change in cash and cash equivalents 522'845 (596'783)

Cash and cash equivalents at the end of the year 10'101'212 8'045'221

Change in cash and cash equivalents 1'533'146 (4'287'139)
Reconciliation of cash and cash equivalents with the balance sheet:
Cash 10'094'669 8'033'948
Marketable securities 6'543 11'273

Equals cash and cash equivalents 10'101'212 8'045'221

Additional information:
Payments of interests 3'428'274 3'746'377
Financial income received 472'490 449'283
Payments of taxes 1'814'580 985'532
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General Information
The LEM Group (the Group) provides components, instruments
and systems worldwide for the measurement, analysis and visuali-
sation of electrical parameters. The Group has operations in 15
countries and employs over 900 people. The parent company of the
LEM Group is LEM Holding SA (the Company), which is a limit-
ed company incorporated in Switzerland. The financial year ends
on 31 March. The registered office is as follows: 8, chemin des
Aulx; CH-1228 Plan-les-Ouates/Geneva. The Company is listed
on the Swiss Exchange, SWX, since 1986. The Board of Directors
authorised the financial statements for issue on 14 May 2004.

Accounting policies
The principal accounting policies adopted in the preparation of the
consolidated financial statements are set out below :

A. Basis of preparation
The LEM Group consolidated financial statements are prepared in
accordance with the historical cost convention except for the revalu-
ation to market value of certain financial assets and liabilities and
comply with the International Financial and Reporting Standards
(IFRS) formulated by the International Accounting Standards Board
(IASB)  and with International Accounting standards (IAS) and inter-
pretations formulated by its predecessor organisation (IASC), as well
as with the following significant accounting policies. The amounts in
these financial statements are presented in Swiss francs (CHF).

B. Group Accounting
(1) Subsidiary undertakings
Subsidiary undertakings, being those companies in which the Group,
directly or indirectly, has an interest of more than half of the voting
rights and is able to exercise control over the operations, have been
fully consolidated. Separate disclosure is made of minority interests.
Subsidiaries are consolidated from the date on which control is trans-
ferred to the Group and are no longer consolidated from the date that
control ceases. All inter-company transactions, balances and gains on
transactions between group companies are eliminated. Where neces-
sary, accounting policies for subsidiaries have been changed to
ensure consistency with the policies adopted by the Group.

(2) Joint-ventures
In jointly controlled entities like CTN SA, the Group’s real-estate
activity, the method of proportionate consolidation is applied. 

(3) Associated Undertakings
Investments in associated undertakings are accounted for using the
equity method. These are undertakings over which the Group exer-
cises significant influence, but which it does not control.

(4) Foreign currency translation
Profit and Loss Accounts of foreign entities are translated into
Swiss francs at average exchange rates and the balance sheets are
translated at the year-end exchange rates ruling on 31 March.
Translation differences are taken to shareholders’ equity.
Foreign currency transactions in Group companies are accounted
for at the exchange rates prevailing at the date of transaction. Gains
and losses resulting from the settlement of such transactions and
from the translation of monetary assets and liabilities denominated
in foreign currencies, are recognised in the profit and loss account.
Such balances are translated at year-end exchange rates.

C. Property, plant and equipment 
Property, plant and equipment is stated at historical cost less depreci-
ation. Depreciation is calculated on the straight-line method to write
off the cost of each asset over its estimate useful life as follows:

Land nil Plant and equipment 4-10 years
Buildings 20-50 years Vehicles 4-5 years

Repairs and renewals are charged to the profit and loss account
when the expense is incurred.

D. Investment Property
Investment property, principally comprising office buildings, is held
for long-term rental yields. Investment property is treated as a long
term investment and is carried at fair value, representing open mar-
ket value determined annually by external valuers. 

E. Intangible assets
(1) Goodwill
Goodwill represents the excess of the cost of an acquisition over the
fair value of the Group’s share of the net assets of the acquired sub-
sidiary/associated undertaking at the date of acquisition. Goodwill
on acquisitions is reported in the balance sheet as an intangible asset
and is amortised using the straight-line method. Goodwill arising
on major strategic acquisitions of the Group to expand its product
or geographical market coverage is amortised over a maximum
period of ten years. For all other acquisitions goodwill is amortised
over a shorter period not exceeding five years.

(2) Research and development
Research costs are written off as incurred. Development costs are
written of as incurred, except for major projects where it is reason-
ably anticipated that the costs will be recovered through future
commercial activities. Such development costs are capitalised and
written off over the life of the product or process, subject to a max-
imum of three years.

(3) Other intangible assets
Expenditure on computer software, acquired patents, trademarks
and licences is capitalised and amortised using the straight-line
method over their useful lives, but not exceeding 10 years.

(4) Impairment of intangible assets
Where an indication of impairment exists, the carrying amount of
any intangible asset including goodwill is assessed and written
down immediately to its recoverable amount.

F. Investments
Investments consist of marketable securities like shares and bonds.
They are carried at fair value and realised and unrealised gains and
losses from changes in fair value are recorded in the profit & loss
account. On 31.03.2004 the Group had no investments in mar-
ketable securities.

G. Leases
Assets acquired under long-term finance leases are capitalised and
depreciated in accordance with the Group’s policy on property,
plant and equipment. The associated obligations are included in the
financial liabilities.
Rentals payable under operating leases are charged to the profit &
loss account as incurred.

H. Inventory
Inventory is stated at the lower of cost or net realisable value. Cost
is determined by the first-in, first-out (FIFO) method. The cost of
finished goods and work in process comprises raw materials,
other direct costs and related production overheads, but exclude
interest expense.
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J. Trade receivables
Trade receivables are carried at original invoice amount less an
estimate made for doubtful receivables based on a review of all
outstanding amounts at the year-end. Bad debts are written off
when identified.

K. Cash and cash equivalents
Cash and cash equivalents are carried in the balance sheet at cost.  For
the purposes of the cash-flow statement, cash and cash equivalents
comprise cash on hand, deposits held at call with banks and other
short-term highly liquid investments.

L. Share capital
The Company has only ordinary registered shares. Dividends on
ordinary shares are recognised in equity in the period in which they
are declared.
When the Company or its subsidiaries purchases the its own shares,
the consideration paid including any attributable transactions costs
and taxes is deducted from shareholders’ equity as treasury shares
(own shares) until they are cancelled. Where such shares are subse-
quently sold or reissued, any consideration received is included in
shareholders’ equity.

M. Deferred income taxes
Deferred income tax is provided in full, using the liability method, on
temporary differences arising between the tax bases of assets and lia-
bilities and their carrying amounts in the financial statements. The
principal temporary differences arise from depreciation on property,
plant and equipment, revaluations of certain non-current assets, post
retirement benefits and tax losses carried forward, and, in relation to
acquisitions, on the difference between the fair values of net assets
acquired and their tax base. Tax rates enacted or substantially enact-
ed by the balance sheet date are used to determine deferred income
tax. Deferred tax assets are recognised to the extent that it is proba-
ble that future taxable profit will be available against which the tem-
porary differences can be utilised.

N. Employee benefits
(1) Pension obligations
The expense for the legal pension system is included in the payroll
taxes in accordance with local legislations. In certain countries the
employees benefit from a complementary retirement system accord-
ing to the system of defined contributions. The corresponding
expense is recorded in the profit & loss account.

(2)Termination benefits
These obligations are covered by a provision in the balance sheet
according to the legal requirements of certain countries.

(3) Equity compensation benefits
Share options are granted to directors and managers. The attribu-
tion is linked to return on equity. The options are granted at the
market price of the shares on the date of the grant and are exercis-
able at that price and thus no compensation cost is recognised.
Upon exercise of the options the Company shall sell its own shares
at the exercise price.

O. Government grants relating to purchase of 
property, plant and equipment 
The Group does currently not benefit from any government grants
relating to purchase of property, plant and equipment.

P. Provisions
Provisions are recognised when the Group has a present legal or con-
structive obligation as a result of past events, it is probable that an

outflow of resources will be required to settle the obligation, and a
reliable estimate of the amount can be made. 

(1) Warranty
The Group recognises the estimated liability to repair or replace
products still under warranty at the balance sheet date. This provision
is calculated based on past history of the level of repairs and replace-
ments.

(2) Termination benefits
These obligations are covered by a provision in the balance sheet
according to the legal requirements of certain countries.

(3) Onerous contracts and restructuring
The Group has no provisions for onerous contracts or restructuring.

(4) Restructuring
Restructuring charges are recorded in the Profit & Loss Account in
the period in which the Group has committed to a plan and it is prob-
able a liability has incurred and the amount can be reasonably esti-
mated. Restructuring charges are included in the heading “other
expense” in the P&L.

Q. Revenue recognition
Sales are recognised upon delivery of products and customer
acceptance, if any, or on the performance of services after deduct-
ing volume discounts and sales taxes, and after eliminating sales
within the Group.

R. Financial Instruments
Financial instruments are initially recognised in the balance sheet at
cost and subsequently remeasured at to their fair value. The method
of recognising the resulting gain or loss is dependent on whether the
derivative contract is designed to hedge a specific risk and qualifies
for hedge accounting. On the date a derivative contract is entered
into, the Group designates certain derivatives as either a) a hedge of
fair value of a recognised asset or liability (fair value hedge), or b) a
hedge of a forecasted transaction (cash flow hedge) or firm commit-
ment or c) a hedge of a net investment in a foreign entity. 
At the end of the financial year, the Group did not have any open
positions relating to fair value hedges or hedges of net investments in
foreign entities. Changes in fair value of derivatives in cash flow
hedges are recognised in equity. The amounts recorded in equity are
transferred to the profit and loss account and classified as revenue or
expense in the same period in which the forecasted transaction affects
the profit and loss account. When derivative instruments do not qual-
ify for hedge accounting, the changes in fair value are recognised
immediately in the profit and loss account.

Segment Information
The Group is organised on a worldwide basis into three main business
areas for its industrial activities. LEM Components develops, manu-
factures and sells electronic components for the measurement of cur-
rent and voltage for industrial, traction and process automation appli-
cations. LEM Instruments (including LEM Probes previously in LEM
Ventures) develops, manufactures and sells instruments and services
for the measurement, analysis and visualisation of electrical parame-
ters for electrical networks and for professional electricians. Corporate
Projects (previously LEM Ventures) has as mission to explore new
business opportunities and manage them as projects. This business
area mainly consists of the Automotive Programme. The Group also
has a real-estate activity that is shown separately. Non allocated assets
correspond to cash, long-term financial receivables as well as deferred
tax assets. Non allocated liabilities comprise bank borrowings, income
tax payable and provisions for deferred taxes.
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Notes to the Consolidated Financial Statements

Segment information (all amounts in Swiss francs unless otherwise stated)
Primary reporting format - by Business Area
Year ended Industry
on 31.3.2004 Corporate Real-estate Group
in kCHF Components Instruments Projects (Switzerland)

Sales 106'177 53'417 1'698 161'292  
Earnings before interests
and taxes (EBIT) 7'566 571 -4'985 3'152  
Net financial expense -2'357  
Net real-estate earnings 1'181 1'181 
Taxes -1'776  
Minority interest -82 
Net earnings 118 

Segment assets 73'691 38'942 4'157 44'352 161'142  
Unallocated assets 13'779  

Total assets 174'921 

Segment liabilities 23'088 12'395 401 900 36'784  
Unallocated liabilities 71'700  

Total liabilities 108'484   

Capital expenditure:
Tangible fixed assets 2'895 882 875 79 4'731  
Intangible fixed assets 38 28 99 165  
Goodwill 544                544 

Total 2'933 910 1'518 79           5'440   

Depreciation & amortisation:
Depreciation on tangible fixed assets 3'251 1'554 196 50 5'051  
Amortisation on intangible fixed assets 409 446 755 1'610  
Amortisation on goodwill 521 1'684 12 2'217  

Total 4'181 3'684 963 50 8'878 

Provisions: 
Allocated constitutions 255 357 175 787  
Unallocated constitutions 265 

Total 1'052 

Allocated reversals 622 1'227 1'849  
Unallocated reversals 365 

Total 2'214  

Secondary reporting format - by geographical segments
Year ended Industry
on 31.3.2004 Rest of Real-estate Group
in kCHF Europe Americas Asia the world (Switzerland)

Sales by location 
of customers 95'591 29'057 31'707 4'937 161'292   

Segment assets by 
location of assets 85'331 9'603 21'856 – 44'352 161'142  

Unallocated assets 13'779 
Total assets 174'921 

Capital expenditure:
Tangible fixed assets 3'999 101 631 4'731 
Intangible fixed assets 102 63 165   
Goodwill 544 544  
Total 4'645 101 694 5'440   
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Segment information
Primary reporting format - by Business Area
Year ended Industry
on 31.3.2003 Corporate Discontinued Real-estate Group
in kCHF Components Instruments Projects operations (Switzerland)
Sales 98'221 51'113 1'067 150'401  
Earnings before interests  
and taxes (EBIT) 6'519 -2'847 -2'819 853  
Net financial expense -2'794  
Net real-estate earnings 794 794 
Taxes -2'073 
Minority interest -176 
Discontinued operations -1'466 -1'466  
Net loss -4'862   

Segment assets 73'461 41'463 2'166 – 44'352 161'442  
Unallocated assets 12'059   

Total assets 173'501  

Segment liabilities 20'016 13'752 – – 841 34'609  
Unallocated liabilities 71'550    

Total liabilities 106'159    

Capital expenditure:
Tangible fixed assets 3'369 1'085 698 45 5'197  
Intangible fixed assets 501 613 1'073 10 2'197  
Goodwill 2'132 702 – 2'834  

Total 6'002 2'400 1'771 55 10'228    

Depreciation & amortisation:
Depreciation on tangible fixed assets 3'205 1'580 93 121 58 5'057  
Amortisation on intangible fixed assets 203 131 8 19 361  
Amortisation on goodwill 330 1'614 - 11 1'955  

Total 3'738 3'325 101 151 58 7'373  

Provisions: 
Allocated constitutions 831 1'279 – 497 2'607  
Unallocated constitutions 1'322  

Total 3'929 

Allocated reversals 158 281 – 49 488  
Unallocated reversals 232  

Total 720    

Secondary reporting format - by geographical segments
Year ended Industry
on 31.3.2003 Rest of Discontinued Real-estate Group
in kCHF Europe Americas Asia the world operations (Switzerland)

Sales by location 
of customers 85'373 31'953 27'470 5'605 – 150'401   

Segment assets by 
location of assets 85'603 12'100 19'387 – 44'352 161'442   

Unallocated assets 12'059  
Total assets 173'501   

Capital expenditure:
Tangible fixed assets 4'633 99 420 45 5'197  
Intangible fixed assets 1'894 – 293 10 2'197  
Goodwill 702 – 2'132 – 2'834   
Total 7'229 99 2'845 55 10'228   
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31.03.2004 31.03.2003

1. Trade debtors CHF CHF
Trade debtors, third party 33'914'830 30'811'001
Allowance for bad debt (904'435) (1'079'688)

Total 33'010'395 29'731'313

2. Loans
Prêt Dynamp llc (see note 23) 1'320'065 1'408'929 
Kipp & Zonen BV 527'280 617'804
Miscellaneous CTN SA 24'722 24'722

Total 1'872'067 2'051'455

3. Other current assets
Advances to suppliers 255'785 383'613
Prepayments and accrued income 1'510'235 1'126'407
Other current assets 4'375'781 5'549'428
Real-estate debtors 593'480 413'901
Allowance for bad debt on real-estate debtors (283'046) (253'344)

Total 6'452'235 7'220'005

4. Deferred taxes
Assets associated with:
- Legal termination benefits 328'769 236'276
- Other items 144'217 252'928
Total deferred tax asset 472'986 489'204

Liabilities associated with  (see note 12 Provisions):
- Trade debtors 247'500 247'500
- Inventory 1'878'216 1'707'897
Total deferred tax liabilities 2'125'716 1'955'397

5. Inventory
Raw material 15'500'484 15'160'730
Work in progress 3'306'667 4'417'396
Finished goods and goods for resale 11'694'473 10'228'309

Total 30'501'624 29'806'435

6. Investments in subsidiaries
Qualimatest SA (equity method at 39.634%, control 21.67%) 134'432 116'421
Miscellaneous of CTN SA at historical cost with % of control below 20% 997'468 1'218'162

Total 1'131'900 1'334'583

7. Long-term receivables
Miscellaneous 199'909 138'329

Total 199'909 138'329
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8. Property, plan & equipment (in kCHF) Land Investment Machinery &
and buildings property equipment

Net book value on 1 April 2003 2'939 55'328 18'813
Conversion differences 240 254
Increases 4'730
Decreases (355)
Other movements 2
Depreciation charge (68) (4'984)

Net book value on 31 March 2004 3'111 55'328 18'460

On 31 March 2003
Cost or fair value 3'522 55'328 66'634
Depreciation (583) (47'821)

Net book value on 31 March 2003 2'939 55'328 18'813

On 31 March 2004
Cost or fair value 3'808 55'328 71'165
Depreciation (697) (52'705)

Net book value on 31 March 2004 3'111 55'328 18'460

The investment property (CTN SA) is valued at fair value which corresponds to the market value.
The buildings of CTN SA are on a land lease with expiry date in 2076.

9. Intangible assets (in kCHF) Deferred Goodwill Other Total
R&D intangible 

assets

Net book value on 1 April 2003 3'816 12'062 1'726 17'604
Conversion differences 89 245 61 395
Increases 2 544 163 709
Decreases (602) (602)
Amortisation charge (1'293) (2'217) (317) (3'827)

Net book value on 31 March 2004 2'614 10'634 1'031 14'279

On 31 March 2003
Cost  4'251 20'593 3'961 28'805
Amortisation (435) (8'531) (2'235) (11'201)

Net book value on 31 March 2003 3'816 12'062 1'726 17'604

On 31 March 2004
Cost 4'358 21'555 3'533 29'446
Amortisation (1'744) (10'921) (2'502) (15'167)

Net book value on 31 March 2004 2'614 10'634 1'031 14'279

The deferred development expenses comprise internal and external expenses relating to development projects
with high probability of commercial success.
The other intangible assets comprise software, copyrights and patents.
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31.03.2004 31.03.2003

10. Trade creditors CHF CHF
Trade creditors, third party 13'564'443 10'954'049
Trade creditors, real-estate 59'937 88'632

Total 13'624'380 11'042'681

11. Other current liabilities
Advances from customers 521'742 752'916 
Income tax payables 1'169'557 1'202'407 
Accruals and deferred income 8'300'908 7'449'756 
Other payables 4'424'214 4'144'934 
Fair value of deferred cash-flow hedges (see notes 17 and 30) 467'326 72'812 
Deferred realised gains on cash-flow hedges (note 30) 4'917'630 2'527'250 

Total 19'801'377 16'150'075

31.03.2003 Conversion Increase Decrease 31.03.2004
difference

12. Provisions (in CHF)
Deferred taxes (see note 4) 1'955'397 17'716 152'603 – 2'125'716
Pensions 397'583 22'058 39'640 – 459'281
Termination benefits 2'762'095 166'817 166'845 (48'039) 3'047'718
Warranty, repair and maintenance 702'390 17'115 174'720 (11'252) 882'973
Restructuring 1'671'128 70'093 (1'603'456) 137'765

Total 7'488'593 293'799 533'808 (1'662'747) 6'653'453

31.03.2004 31.03.2003

13. Long-term borrowings CHF CHF
Borrowings in: EUR 854'710 1'025'571

CHF (Mortgage of  CTN SA) 34'070'400 37'128'000
JPY 2'075'110 2'788'622

Total 37'000'220 40'942'193

14. Other long-term payables
Research promotion credit – 610'165
Sleeping partner of LEM NORMA GmbH 129'480 245'597
Deferred payment on the acquisition of LEM BE SA – 267'314

Total 129'480 1'123'076

15. Minority interests
749'979 1'680'871

On 31.03.2004 the minority interests correspond to 49% in TVELEM, 48% 
in BEIJING DIANYAN El and 35% in Universal Technic SAS

On 31.03.2003 the minority interests correspond to 49% in TVELEM, 48% in BEIJING DIANYAN El, 
35% in Universal Technic SAS and 7.92% in NANALEM KK.
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31.03.2004 31.03.2003

17. Variation in equity CHF CHF

Consolidated equity in the beginning of the financial year 65'588'512 76'121'813
Dividend paid to the shareholders of LEM Holding SA – (864'939)
Attribution of earnings (losses) 117'883 (4'862'072)
Translation difference on equity 792'311 (4'758'639)
Variation in own shares (312'657) (146'802)
Fair value of deferred cash-flow hedges (see notes 11 and 30) (467'326) (72'812)
Change in scope of consolidation and % of control 50'824 212'502
Other changes (82'021) (40'539)

Consolidated  equity at the end of the financial year 65'687'526 65'588'512

Movements in own shares:
Number of shares in the beginning of the financial year 12'622 11'549
Purchases 7'464 1'573
Sales (6'209) (500)
Number of shares at the end of the financial year 13'877 12'622

The company has purchased own shares for CHF 1'753'471  
(CHF 400'944 for last financial year) and sold own shares 
for CHF 1'675'002 (CHF 115'286).

2003/04 2002/03

18. Other expense CHF CHF
Restructuring charge – 3'134'600 
Miscellaneous 354'781 296'683  

Total 354'781 3'431'283  

Authorised Liberated
31.03.04      31.03.03 31.03.04      31.03.03

16. Share capital

Registered shares of CHF 100 each 300’000       300’000 300’000       300’000
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2003/04 2002/03

19. Other income CHF CHF
Commissions 131'000 218'171
Gain on sale of fixed assets – 23'436
Reversal of provisions 239'677 222'631
Miscellaneous 852'215 535'481

Total 1'222'892 999'719

20. Net financial expenses
Financial income 460'890 208'459
Capital gains – 206'799
Allowance for loss on loans (58'759) –
Interest expense (2'135'391) (2'289'464)
Share of mortgage interest of LEM SA (284'852) (238'742)
Foreign exchange losses (356'956) (541'222)
Share in profits of Qualimatest SA according to the equity method 18'011 (139'718)

Total (2'357'057) (2'793'888)

The net financial expense relates only to the industrial activities. However, 
the interests on the CTN building occupied by LEM SA are included as in 
previous years to take better into account the industrial/real-estate separation.

21. Net real-estate earnings of CTN SA
Rental income 3'793'753 3'769'695
Other income 640'337 319'052

Total rental income 4'434'090 4'088'747
Operating real-estate expenses (1'883'103) (1'479'392)
Depreciation and provisions (58'581) (286'096)
Financial income 11'600 38'291
Fee to Fongit (378'560) (349'440)
Financial expense (944'822) (1'218'171)

Net real-estate earnings before tax 1'180'624 793'939

The net real-estate earnings correspond to the proportionate consolidation 
of CTN SA at 58.24%.

22. Income taxes CHF CHF
Taxes on income 1'739'588 967'390
Deferred taxes 36'565 1'105'922

Total 1'776'153 2'073'312

Analysis of taxes: 
Normal taxes on profitable companies 3'662'234 3'214'744
Reduced tax rates (245'827) (77'536)
Utilisation of losses carried forward (1'676'819) (2'169'818)
Deferred taxes 36'565 1'105'922

Total 1'776'153 2'073'312

Tax losses carried forward: MCHF MCHF
Expiration 2009 6.0 3.2
Expiration 2023 11.4 12.2
Without date of expiration 21.8 15.7

Total 39.2 31.1
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23. Discontinued activity

The Board of Directors had decided to divest the High Current Systems activity. 
The sale was effective on 31 March 2003.
The results of this activity are shown under "Loss on on discontinued operations".  
The cash flows incurred by this activity for the period to the date of disposal, 
on 31 March 2003 are as follows: 2003/04 2002/03

CHF CHF

Operating 283'781
Investing (55'320)
Net cash (outflow) / inflow – 228'461
Net disposal of :
Property, plant and equipment 512'766
Trade and other receivables 1'168'982
Inventories 1'282'304

– 2'964'052
Trade and other payables (97'650)

– 2'866'402
Consideration received:
Loan notes from  Dynamp llc (see note 2) 1'408'929
Loss on the disposal at the closing date exchange rate 1'457'473 
There are no tax consequences of this transaction.
Details of the heading "Loss on discontinued operations" 
in the P&L:
Sales 6'507'320 
Operating expenses 6'398'184 
EBIT from discontinued operations 109'136
Loss on disposal of discontinued operations at average exchange rate (1'575'388) 
Total – (1'466'252)

24. Staff cost
Salaries and wages  59'978'830 61'201'343
of which pension expense for complementary systems 
with defined contributions 421'630 451'285
Number of employees at the end of the financial year 954 994

25. Acquisition of companies
Purchase of the last minority interests in NANALEM KK (7.92%) 923'554
Deferred payment on acquisition of EII USA Inc 95'527
Investments by CTN SA 116'477
Total 1'135'558

26. Related parties
Associated companies:
There have been no transactions between the companies of the Group and the associated company Qualimatest SA. 

Directors of the Board:
The fees to the Board of directors amount to CHF 88'400 for the financial year 2003/04 (CHF 99'000 for 2002/03).
No loans have been granted to the Board of directors or their families.
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31.03.2004 31.03.2003

27. Contingent liabilities CHF CHF
Total guarantees for credits of subsidiaries 9'167'837 9'080'146 
Total guarantees to third parties 1'181'079 807'656 

Total off balance sheet liabilities 10'348'916 9'887'802   

On 31 March 2004 the Group had contingent liabilities in respect of bank and 
other guarantees and other matters arising in the ordinary course of business
from which it is anticipated that no material liabilities will arise.
The operations of earnings of the Group continue, from time to time and in
varying degrees, to be affected by political, legislative, fiscal and regulatory
environments, including those relating to environmental protection, in the
countries in which it operates. The industries in which the Group is engaged
are also subject to physical risks of various kinds. The nature and frequency
of these developments and events, not all of which are covered by insurance,
as well as their effect on future operations and earnings are not predictable.

28. Operating leasing liabilities
Total 568'485 923'480
Less than 1 year 284'520 343'417
Between 2 and 5 years 283'965 580'063
Beyond 5 years – – 

29. Stock options plan

Quantity Quantity Quantity Exercise Exercise Exercise
Grant options options options to be  price period period 
date issued abandoned exercised in CHF from until

01.04.2001 7’649 -315 7'334 405 01.04.2003 31.03.2011
01.04.2002 1’412 -178 1'234 280 01.04.2004 31.03.2012
Total  9’061 -493 8'568

The Board of Directors introduced a stock options plan for the management team and the directors in 2001. The plan is
based on the share capital composed of 300'000 shares. Each option gives the right to buy one share at the predetermined
exercise price.

30. Financial instruments

On 31 March 2004, the Group has two hedges which qualified for hedge accounting. Firstly, it is a hedge put into place in May
2001 for a nominal amount of USD 12'000'000 increased to USD 20'000'000 in May 2003 corresponding to cash-flow from
orders received from the automotive industry. 
Sales prices are in dollars and cost of goods sold in euro. The realisation of the cash-flows are estimated as follows (7% in
2004/05, 30% in 2005/06 and 63% in 2006/07). This risk is covered by Currency Overlay Management (futures contracts) and the
fair value of the contract on 31 March 2004 is CHF 4'450'304 (CHF 2'470'351 on 31.3.2003), of which CHF 4'917'630
(31.03.2003: CHF 2'527'250) have been realised. Secondly, the Group had currency options for a cash flow hedge for un underlying
of MUSD 7.5. on 31.03.2003, of which the fair value amounts to CHF (15'913), see notes 11 and 17. On 31.03.2004 the Group
had no currency option positions open.
On 31 March 2004, the Group has a hedge not qualified for hedge accounting, for which the amounts paid and received are
recorded directly in the profit and loss account. It relates to a hedge against rising interest rates on the industrial debt for a
nominal amount of CHF 30'000'000 for 5 years.
For the above transactions the collaterals amount to CHF 5'362'321 (CHF 2'311'150 on 31.03.2003).
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32. Scope of consolidation

Full consolidation (of all companies owned to 100% if no other indication)

Europe
LEM Belgium sprl-bvba Belgium
LEM Deutschland GmbH Germany
LEM BE SA (ELSIS SA) Belgium
LEM France Sàrl France
LEM Heme Ltd Great Britain
LEM Holding SA Switzerland
LEM Italia Srl Italy
LEM Norma GmbH Austria
LEM SA Switzerland
TVELEM Ltd Russia (51%)
Universal Technic SAS France (65%)

Proportionate consolidation

CTN SA Switzerland (58.24%)

North America

LEM Dynamp Inc. USA
LEM Holding USA Inc. USA
LEM Instruments Inc. USA
LEM USA Inc. USA

Asia

Beijing Dianyan El. Instruments Co Ltd China (52%)
Beijing LEM Electronics Co Ltd China 
Hokuto KK Japon
LEM Instruments & Meters Co Ltd China
LEM Malaysia Sdn Bhd Malaysia
NANALEM KK Japan

Equity method

Qualimatest SA Switzerland (39.634%)

31. Interests in joint-ventures
The Group holds 58.24% (58.24% on 31.2003) in a real-estate company, CTN SA, which is jointly managed with the
minority shareholders. The company is integrated with proportionate consolidation. The following amounts are included
proportionally in the balance sheet and the profit and loss account of the Group. 
Inter-company transactions are also eliminated proportionally. 31.03.2004 31.03.2003

CHF CHF
Tangible fixed assets 95'334'335 95'284'896  
Investments and long-term receivables 1'780'133 2'107'078  
Current assets 4'990'007 4'837'000  

Long-term liabilities 58'500'000 63'750'000  
Current liabilities 2'546'117 1'998'410  

Net assets 41'058'358 36'480'564   

2003/04 2002/03
CHF CHF

Total income 10'468'871 9'753'231 
Total expenses 7'390'825 7'506'004 
of which operating expenses 2'535'026 2'101'157 
Earnings before taxes 3'078'046 2'247'227 

The number of employees in the company CTN SA amounts to 3 on 31.3.2004 (31.3.2003: 3).

33. Events after the balance sheet date

In its meeting on 14 May 2004 the Board of Directors took the decision to divest LEM Instruments after closely analysing the
results of recent years, which failed to meet expectations, and considering the available options. In the future the activities of the
Group will be focused on the Components and Automotive businesses, which produce two thirds of the sales.
A strong buyer, who would facilitate the growth of Instruments is being sought. 312 jobs are in the Business Area Instruments.
8 of these are located in Switzerland. The other main branches are located in Belgium, England, Austria and China.
The column “Instruments” in the segmental information on page 43 shows the key figures of this activity.
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As auditors of the Group, we have audited the consolidated
financial statements (balance sheet, profit and loss account,
cash flow statement and notes on pages 38 to 52) of the
LEM Holding SA for the year ended 31 March 2004.

The consolidated financial statements are the responsibility
of the Board of Directors. Our responsibility is to express an
opinion on these financial statements based on our audit. We
confirm that we meet the legal requirements concerning pro-
fessional qualification and independence.

Our audit was conducted in accordance with auditing stan-
dards promulgated by the Swiss profession and with the
International Standards on Auditing, which require that an
audit be planned and performed to obtain reasonable assur-
ance about whether the consolidated financial statements are
free from material misstatement. We have examined on a
test basis evidence supporting the amounts and disclosures
in the consolidated financial statements. We have also
assessed the accounting principles used, significant esti-
mates made and the overall consolidated financial statement
presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements give a
true and fair view of the financial position, the results of
operations and the cash flow comply with the Swiss law and
are in accordance with the International Financial Reporting
Standards (IFRS).

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

Geneva, 2 June 2004

ALBER & ROLLE
Experts-comptables Associés S.A.

H. Rolle
Certified Public Accountant
(Auditor in charge)

J.-C. Vitali
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Key financial
figures
1999/00 to 2003/04

Report of the Group Auditors to the General
Meeting of LEM Holding SA
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Key Financial Figures over 5 Years 
in kCHF

LEM

1999/00 2000/01 2001/02 2002/03 2003/04

Results of consolidated operations

Continued operations:
Sales 123'219 180'847 156'495 150'401 161'292

Earnings before interests and taxes - total 8'567 20'807 7'554 2'836 5'267

Earnings before interests and taxes - industrial 6'646 19'658 5'756 853 3'153

Earnings before interests and taxes - real-estate 1'921 1'149 1'798 1'983 2'114

Discontinued operations:
Sales 6'345 7'605 7'245 6'507 – 

Loss on discontinued operations (462) (136) (54) (1'466) – 

Net earnings (loss) 3'185 9'235 1'938 (4'862) 118

1999/00 2000/01 2001/02 2002/03 2003/04

Consolidated Financial Position

Buildings and land 66'488 66'379 58'532 58'267 58'439

Machinery and equipment 18'352 18'277 20'047 18'813 18'460

Total assets 170'730 196'040 187'943 173'501 174'921

Net debt - total 57'239 55'158 66'597 63'505 58'303

Net debt - industrial 18'223 16'163 27'867 26'105 23'728

Net debt - real-estate 39'016 38'995 38'730 37'400 34'575

Shareholders' equity 78'415 90'734 76'122 65'589 65'688

Capital employed - total 133'270 146'136 140'550 127'345 121'537

Capital employed - industrial 81'226 94'345 96'641 81'604 78'064

Capital employed - real-estate 52'044 51'791 43'909 45'741 43'473

1999/00 2000/01 2001/02 2002/03 2003/04

Per Share

Number of shares on the SWX (pieces) 300'000 300'000 300'000 300'000 300'000

Earnings per share (EPS)) 10.6 30.8 6.5 (16.2) 0.4 

Dividend (CHF) 9 12 3 – – 

Pay-out ratio (%) 84.8 39.0 46.4 – –  

54
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1999/00 2000/01 2001/02 2002/03 2003/04

Consolidated Financial Ratios

Net debt to equity 0.73 0.61 0.87 0.97 0.89

Return on sales - industrial (%) 4.8 10.4 3.5 0.6 2.0

Return on equity - total (%) 4.1 10.9 2.3 -6.9 0.2

Return on capital employed - total (%) 5.7 14.8 5.2 2.2 4.2

Return on capital employed - industrial (%) 7.5 22.2 6.0 1.1 3.9

Return on capital employed - real-estate (%) 3.2 2.2 3.8 4.4 4.7

Number of employees  - total 722 910 928 994 954

in Americas 80 73 80 69 40

in Asia 67 222 218 242 248

in Western Europe 305 321 318 321 299

in Russia 43 46 49 79 79

in Switzerland 227 248 263 283 288

Sales per employee (kCHF/employee) 179 207 175 158 169

1999/00 2000/01 2001/02 2002/03 2003/04

Share Price

High (CHF) 310 451 449 285 260 

Low (CHF) 230 225 248 230 190 

Share price at the end of the financial year 241 405 280 235 200 

Market capitalisation at the end of the financial year 72'300 121'500 84'000 70'500 60'000 

Market to book value 0.9 1.3 1.1 1.1 0.9  

Capital employed

The capital employed corresponds to the total non financial
assets minus non interest bearing liabilities. The industrial
capital employed includes the amount of MCHF 20 corre-
sponding to the CTN building occupied by LEM SA.

Net debt to equity
Shows the total interest bearing debt minus liquid assets
compared to equity.

ROS – return on sales
The return on sales is the ratio of industrial earnings before
interests and taxes to the sales.

ROE  - return on equity
This is the consolidated LEM Group net earnings, divided
by the annual average equity.

ROCE – return on capital employed
Earnings before interests and taxes divided by the average
capital employed.

Number of employees
The annual number of full-time employees in consolidated
companies at the end of the financial year.

Financial year 1999/2000
Results of consolidated operations for the financial year
1999/2000 correspond to an annualised of 15 months.
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