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power supply systems for computers

as well as in new innovative energy 

applications like micro-turbines, and

wind and solar power generation. In

addition, new opportunities have been

developed in the automotive market

for battery management and electrical

motor controls for steering and braking

systems. This evolution underscores

the company’s exceptional skills in

adapting to rapidly changing industrial

trends, such as miniaturization, higher

performance levels and a greater 

degree of application integration and

complexity. LEM has the strongest

brand recognition in its markets. Its

products – commonly called “LEMs” –

are at the heart of many power elec-

tronics applications. 

LEM – At the heart 

of power electronics 

LEM is a focused manufacturer and a

global market leader. Its core products,

transducers for measuring electrical

parameters like current and voltage,

are used in a broad range of applica-

tions. Although these devices are not

visible to the naked eye, they are vital

for application functionality and the

benefits provided to the end users.

Starting with products for locomotives

in the seventies, LEM expanded into 

a vast area of industrial applications,

including variable speed drives for 

motors and power supplies for indus-

trial applications. Today, LEM’s current

and voltage transducers are also used

in AC/DC converters, uninterrupted

LEM’s strategy is to exploit the intrinsic

strengths of its core business and 

develop opportunities in new markets

with new applications. At the same

time, LEM is committed to maintaining

customer focus and operational excel-

lence by running cost-effective and

service-oriented production platforms.

Profitable growth is a key objective.

Worldwide presence

LEM is a global organization with pro-

duction plants in Geneva (Switzerland),

Machida (Japan) and Beijing (China).

The company has sales offices close

to its main clients’ locations and offers

seamless service around the globe.
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Key figures 2005/06 

in CHF million 2003/04 2004/05 2005/06

Sales* 107.09 135.9 151.7

EBIT 2.6 13.7 15.5

in % of sales 2.4 10.1 10.2

Net earnings 0.9 0.3 25.0

Shareholders’ equity 68.4 66.5 69.7

Net debt 58.3 1.2 –24.2

ROE 0.2% 0.2% 6.7%*

Return on capital employed 4.2% 11.4% 34.8%*

Market capitalization (per 31.3.) 60.0 111.5 184.8

*Industrial and Automotive segments

   PRODUCTION CENTERS (PDCs)
   Geneva, Switzerland
   Beijing, China
   Tokyo, Japan

   ADAPTATION CENTERS
   Milwaukee, USA
   Tver, Russia 

   SALES OFFICES
   Geneva, Switzerland
   Milwaukee, USA
   Tver, Russia 
   Beijing, Shanghai, China
   Tokyo, Japan
   Braine-le-Comte, Belgium
   Frankfurt, Germany
   Paris, France
   Skelmersdale, UK 
   Padova, Italy
   Vienna, Austria
   Barcelona, Spain

   AGENTS/DISTRIBUTORS
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Achievements 2005/06

• Significant sales growth of 11.6% with strong growth in both segments.

• Gross margin at 42.7% despite increase in cost of raw materials and strong competition.

• Strengthened customer service with dedicated customer care centers in China, Europe, Japan and USA.

• Further development of the Beijing operations with high sales growth and production volumes.

• Delivery of the 5 millionth current transducer for automotive battery management.

INDUSTRIAL SEGMENT
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LEM has been listed on the SWX Swiss Exchange since 1986; the company’s ticker symbol is LEHN.



“Our ambition continues to be 
the leading manufacturer and supplier of 

current and voltage transducers.”
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About two years ago the Board of Directors made the strategic decision to focus

LEM on its core competencies in the transducer business and consequently offer

a greater potential to unlock growth and profitability to the benefit of its investors

and the other stakeholders. It is our pleasure to announce that the results of the

first full year after the major strategic realignment support the decision taken. Our

ambition continues to be the leading manufacturer and supplier of current and

voltage transducers to a number of different industrial and automotive markets on

a global scale. 

In 2005/06, we achieved remarkable sales growth in excess of market expansion

and managed to improve EBIT margins despite a strong increase in raw material

costs and a highly competitive market environment. Our activities were particu-

larly successful in Asia and in the BRIC-economies (Brazil, Russia, India and

China). Today, we are happy to say that we strengthened our position as the

undisputed leader in our industry by maintaining our market share and by increasing

the number of quality awards we received from several key customers over

sequential quarters. 

New dynamics in the group

After finalizing the divestiture of LEM Instruments in June 2005, we concentrated

our efforts on exploiting the core strengths of the company. We underpinned our

leadership by focusing strongly on innovation in both our current as well as in

selected new markets. We reinforced our focus on Asia by expanding our low-

cost plant in China, building up our sales activities in the region and by opening

new offices in Shanghai and Shenzhen. The focused and clearly defined strategy

created a new dynamism throughout the whole organization.

We defined four strategic priorities, which are fundamental to achieve our goals. 

• Global leadership: We aim to further increase our market share and build on our

seamless global service. Our brand is synonymous with quality current and volt-

age transducers.

• New technologies and applications: We successfully introduced new products

and our share of new products in total sales is steadily increasing. We reinforced

our position as a leader in product development.

• Maximize value for customers: We introduced new regional customer care cen-

ters in China, Europe, Japan and USA. In customer surveys we received high

ratings with regard to quality of relations, product quality and efficiency of

processes.

• Focus on profitable growth: We developed an R&D efficiency program to assure

fast and reliable new product development. We continued to move production

to low cost sites; the plant in China is ready to accept several major product

lines in the first quarter of 2006/07.

Felix Bagdasarjanz 

Chairman of the 

Board of Directors 

Paul Van Iseghem

President & CEO
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Continued growth momentum in Industrial and Automotive

Both segments, Industrial and Automotive, showed a strong performance in the

past business year. Within the Industrial Segment, a number of new products and

applications provided proof that the market is far from mature. Our business was

supported by the positive economic growth momentum and developed in step

with the increasing role of power electronics in everyday life as consumers and

professional users require more functionality, comfort, energy savings as well as

safety from their equipment. Uninterrupted Power Supplies (UPS) and new energy

applications continued to grow above average, while several customers started 

to integrate products from the new ASIC (Application Specific Integrated Circuit)

product range. The Automotive Segment, which is still in its early growth stage,

demonstrates how LEM accelerated the delivery time of products. After only 

24 months of production, the 5 millionth current transducer for battery manage-

ment was delivered to our customers. Furthermore, we successfully initiated the

ramp-up of our new Electronic Power Steering (EPS) application. Consequently, in

the financial year 2005/06 we achieved a break-even on the EBIT-level for the first

time in the Automotive Segment.

Sustained growth drivers

We will continue to pursue our focused strategy. In this context we have posi-

tioned ourselves to take utmost advantage of growth and transformations in our

industry. Our organization is ideally profiled to benefit from fundamental growth

drivers such as the need for energy savings, advancement of renewable energy,

replacement of various power sources by electricity and increasing electrical and

electronic management in cars. We are ready to create additional profitable

growth with a rich pipeline of new products and our global reach with a strong

foothold in Asia. It is our objective to grow organically above market growth rates.

Changes in the Executive Management 

End of February 2006 Kennerth Lundgren left the company as Chief Financial Offi-

cer. He had worked with LEM for 13 years and after having contributed to the

divestiture of the real estate and LEM Instruments, he decided to seek new pro-

fessional challenges. Ageeth Walti will succeed in this position. She comes from

Industrieholding CHAM AG as Head of Corporate Services and CFO. She will 

join LEM in September 2006. Meanwhile, Heinz Stübi, former CFO of SIG Pack

Division of SIG Holding AG, Neuhausen is appointed acting CFO. 

Didier Baltus, VP Automotive left the company in November 2005 after leading the

start-up of the Automotive Business. Luc Colombel, VP Traction has accepted the

addition of the Automotive activities to his existing responsibilities. In the past he

has already managed the Business Development of the Automotive Segment. 
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Proposal to the Annual Shareholders’ Meeting

Offering our shareholders an attractive return remains high on our agenda. Last year,

we underlined this with a substantial capital repayment to shareholders. Funds in the

amount of CHF 29.4 million available after the sale of CTN (Centre de Technologies

Nouvelles) were returned through the reduction of the nominal share value in Septem-

ber 2005. At the same time a stock split of one-to-four was introduced.

The Board of Directors remains confident about the outlook of the company and will

recommend the payment of an ordinary dividend of CHF 2.50 per share supple-

mented by an extraordinary dividend of CHF 7.50 per share, which will return a signif-

icant part of the excess cash to the shareholders.

Share Buy Back Program

The Board of Directors has decided to implement a share buy back in 2006. Shares

in an aggregate amount of up to CHF 8 million are to be repurchased via a separate

trading line. The Board of Directors intends to propose a reduction of the share capital

in the amount of the shares purchased by then to the Shareholders’ Meeting 2007.

Thanks

The Management is proud of the skillful and committed LEM employees around the

world. The recent strategic realignment has demanded efforts from all and we sin-

cerely appreciate our colleagues’ ongoing contribution and enthusiasm. We are most

grateful for their commitment. We thank our clients for their trust in our products and

services; they have contributed to LEM’s success with their much appreciated part-

nership. Finally, we express gratitude to our shareholders for their continuing support

and confidence in us. 

Going forward we will continue to build on LEM’s success as a focused leader in the

global market for current and voltage transducers.

Felix Bagdasarjanz Paul Van Iseghem

Chairman of the Board of Directors President & CEO
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Good financial performance

In the financial year 2005/06 the LEM group’s growth momentum continued. After a

slow start in the first six months, business picked up substantially in the second half.

For the reporting period ending 31 March 2006, total sales increased by 11.6% to

CHF 151.7 million showing sustained growth after the strong performance in the pre-

vious year (plus 26%). Operating profit (EBIT) reached 15.5 million, plus 13.4% com-

pared to the previous year, outperforming the forecast provided at the beginning of

the year. The EBIT margin increased to 10.2%. 

Net earnings from continuing operations amounted to CHF 9.1 million whereas net

earnings for the Group reached CHF 25.0 million, including earnings from Discon-

tinued Operations of CHF 15.9 million thanks to the proceeds from the sale of the

instruments business. This resulted in earnings per share of CHF 21.11, compared to

CHF 0.23 in the previous reporting period. Cash flow from operating activities

increased from CHF 10.0 million in 2004/05 to CHF 11.6 million in 2005/06. Thanks

to the improved profitability and the closing of the sale of the instruments business,

Shareholders’ equity increased from CHF 66.5 million to CHF 69.7 million on 

31 March 2006 despite the capital repayment to the shareholders of CHF 29.4 

million.

Performance Industrial segment: significant pick-up in the second half

In the Industrial segment, sales reached CHF 132 million, plus 6.4% compared to the

previous year. EBIT improved to CHF 15.2 million from CHF 14.3 million in 2004/05.

This result reflects the reinforced demand in the second semester with a growth of

15.8% compared to the first. 

The favorable performance, which followed the high levels of previous year’s growth

of 17%, was supported by the general global economic pick-up in the second half.

Growth per continent was 7.0% for Europe, 6.8% for Asia and 4.5% for North Amer-

ica. Especially the BRIC markets (Brazil, Russia, India and China), but also Germany,

Spain and ROA (Rest of Asia) recorded strong sales growth. India showed a major

increase, driven as well by local demand as by customers moving their plants to

India. In China, the strengthening of the sales force including the opening of new

offices in Shanghai and Shenzhen has shown a further encouraging expansion of

business. In addition, China has become an important market for LEM’s traction solu-

tions. The needs for public transportation are continuously increasing and the

Olympic Games in 2008 require a considerable infrastructure. Besides supplying the

western companies in China, LEM also managed to generate initial business with var-

ious Chinese traction companies. 

Rest of Asia recorded an increase of 60% that was mainly driven by production trans-

fer out of the US. Therefore sales in the US market developed at a lower pace than

last year. Sales in Japan, however, suffered from the general slowdown in demand,

especially from the semiconductor industry. Signs of recovery were seen in the last

quarter.
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From the application side, there was a strong demand in the two main areas,

Uninterrupted Power Supplies (UPS) and Drives; major new contracts were

gained in the past year. LEM’s strongest growth drivers, the renewable energies,

also showed an upswing towards the end of the year. Further growth is expected

in this market especially in the areas of photovoltaic solar panels and wind tur-

bines. There is a strong demand for renewable energy sources in America, Europe

and Asia. The company gained significant new business in Japan and Taiwan for

wind turbines. This is one of the areas where LEM has the clear competitive

advantage of an in-depth application knowledge and a wide range of well

adapted products to offer. With its new Open Loop ASIC based transducers LEM

generated new business in Europe and Asia primarily in the forklift industry and

also for induction cooking, a new application. The Closed Loop ASIC based trans-

ducer has allowed the company to penetrate the market of industrial sewing

machines. These machines are becoming increasingly sophisticated and precise

with the integration of modern electronics.

The traction market also contributed to the positive sales development. Growth in

the reporting period mainly came from on-board applications where the liberaliza-

tion of the European railway market has created the need for detailed information

on energy usage. Today all railway companies are sharing the same power net-

works and must be billed individually for their respective energy consumption. The

LEM EM4T (Energy Meter for Traction) is a certified product that can measure the

amount of energy used. At the same time this device can be used for onboard

applications in multi-system locomotives. It was well received by the Scandina-

vian and German authorities and led to a sharp increase in orders promising sig-

nificant growth in the forthcoming years. Volume production has started in Q1 of

2006/07. New contracts were signed which will support the positive momentum in

the years to come.

New product lines such as battery monitoring transducers have also developed

favorably. They were introduced in the market and raised high interest for monitor-

ing standby batteries. Highly integrated Macro-Component products for the Auto-

mation markets have seen their breakthrough in the past year. Several customers,

mainly in the machine industry, realized the advantages of LEM’s products that

include: easy installation and integration into existing infrastructure, and lower

total cost of ownership. Sales grew by 49% to an initial CHF 1.9 million.
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After only 24 months of production,

LEM delivered the 5 millionth current

transducer. A new product range for

Battery Management is in preparation

for market introduction this year. The

new product will also monitor the bat-

tery’s load and help to reduce the fuel

consumption of the car.

For the Drive applications, LEM suc-

ceeded in a ramp-up of the new appli-

cation for Electronic Power Steering

(EPS.) Mass production for a first

Japanese car manufacturer using the

technology started in the second half

of 2005/06.

Going forward, LEM will continue

developing its two main applications,

Battery Management and Drive Tech-

nology, and market its products to a

wider range of car manufacturers.

Operations: a quest for continuous

improvement 

A number of company-wide initiatives

resulted in operational improvements.

In particular, there have been three

main focus areas:

• Quality: Continuous improvement in

the production area and in the design

centres.

During the past three years LEM has

progressively implemented the Six

Sigma program. 

So far in Geneva, LEM has trained 

82 employees for Six Sigma and 52

Performance Automotive Segment:

break-even on EBIT-level

The Automotive Segment maintained

its fast growth pace. Sales reached

CHF 19.4 million, a growth of 67%

compared to the previous year. On

EBIT-level, a milestone was reached by

recording a first-time positive EBIT of

CHF 0.3 million, an improvement from

CHF –0.6 million in 2004/05. 

Despite the growth the automotive 

industry has to offer, LEM is aware that

it is an industry facing a challenging

time especially in the USA. We recog-

nize this and have been broadening

our customer base to minimize our 

exposure. Our innovative technology

has allowed us to generate other im-

portant business in this industry with

key players.

During the reporting period, two major

customers transferred their Electronic

Purchasing Departments to China.

This accentuates the trend of moving

further parts  of the value chain to Asia.

While the US market remains the

strongest region, contributing 70% of

turnover, sales in Asia, especially in

China and Japan, are encouraging.

Concerning the Battery Management,

sales developed very well for LEM’s

main customers in North America but

also to their subcontractors in China.

employees have passed the exam for

the diploma from the Swiss Associa-

tion for Quality (SAQ).

• Service: Improvement of customer

service levels whilst reducing lead

times.

For several years LEM has been focus-

ing on being a reliable supplier. LEM 

is now recognized as a world class

supplier by major players in the indus-

try. This has been manifested by the

numerous quality awards received.

• Cost: LEM has implemented a strin-

gent cost reduction program in order

to offset the market price pressure.

At the same time, several product lines

were transferred from Geneva to the

Beijing plant after assuring LEM’s

usual high levels of quality, logistics

and supply chain management. Con-

sequently, production volumes in the

Beijing factory increased by 42%.

Working capital – inventory levels –

was another priority for improvement.

Through stronger coordination of the

global logistics aspects, LEM was able

to reduce inventories by 20%.

The European RoHS (Restriction of

Hazardous Substances) directive to

use lead-free technologies applies

from mid 2006. LEM is well prepared

to make this transition on time for 

Europe and to all the other customers

world-wide.
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Strong product pipeline as engine for

future growth

In 2005 LEM focused on its innovation

process, by successfully deploying 

a major optimization program which 

integrates the various roles in innovation

in a lean process to generate ideas and

execute developments. Targeted im-

provements were a better selection of

projects in line with LEM’s strategy,

shorter time-to-market and a develop-

ment process focusing on cost, quality

and manufacturability.

A high level of R&D spending was main-

tained in 2005/06. The Group invested

CHF 11.7 million, corresponding to

7.7% of total sales, in order to reinforce

its leading position and successfully

seize market opportunities. 

The mix and skills of LEM’s R&D team is

well balanced, with the core team in

Geneva, Switzerland, and specific com-

petences and expertise in the Beijing,

China and Machida, Japan organiza-

tions. A few joint projects resulted in

sharing international experiences. For the

convenience of the North American cus-

tomers LEM has implemented a small

R&D team, acting from Milwaukee, USA.

While LEM’s R&D consistently supports

the development of well selected cus-

tomized products for key customers and

low current measurement device taking

profit of state-of-the-art Silicon post-

processing techniques. 2005 also saw

the development of the most accurate

current transducers ever made

(0.001%), for a specific highly demand-

ing application.

Outlook

At an increasing rate, LEM’s products

are at the heart of new and exciting ap-

plications. The company is ideally posi-

tioned to exploit its intrinsic strengths in

the traditional business fields and is

poised to take advantage of new oppor-

tunities. After the past years’ strong

growth rates, LEM’s management is

confident to continue this trend well into

the future. As a consequence of sus-

tained investment in R&D, the new 

markets are expected to contribute sub-

stantially. The build up of the China plant

will ensure stringent cost management

going forward. 

We nevertheless depend on the general

economic climate, which we and our

customers see as favorable for the near

term.

applications, several new product series

have been launched to support the tra-

ditional business, such as the second

generation of ASIC based Open-Loop

current transducers with an enhanced

cost-performance ratio, a new high cur-

rent Open-Loop transducer series and

products for new applications for drives

in the Automotive segment.

The main innovation projects in the 

Industrial segment are related to new

markets where LEM leverages on its

specific core competences: Battery

Monitoring devices to increase the relia-

bility of standby batteries used in back-

up energy systems; distributed wireless

power transducers for energy manage-

ment and optimization; high sensitivity

transducers to detect isolation failures,

i.e. for building safety or maintenance 

of solar panels. In the Automotive Seg-

ment the main focus was on the second

generation of products for car battery

management. 

LEM is working on a few specific leading

technologies, in many cases collaborat-

ing with external private companies or

universities. To this end, the Group also

sponsors several graduate students in

Switzerland, UK and Japan. A recent

success of these long-term develop-

ments is the launch of the so-called

Minisens product, an efficient low cost –
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Forklifts serve as indispensable equipment in numerous manufacturing

and warehousing operations. Wherever heavy goods need to be

moved, forklifts ensure an efficient and safe working process. In 2004,

more than 630’000 forklifts were produced worldwide.

“
”

Today’s forklifts are powered by electricity and rely 
on the feedback of the current measurement to 
ensure a safe and smooth operation. Our trans-
ducers have a 5 Volt direct interface with the micro-
controller and simplify the integration process.

Marc Laforet, Director R&D, Nanalem, Japan

Today, modern forklifts are battery driven

and need to be fast, strong, precise and

agile whilst moving. They are often used

outdoors, so they must be robust and

able to cope with extreme conditions.

Electric motor drives control the various

important functionalities of the forklift

such as the speed of the vehicle as well

as the ascending and descending of the

fork. For safety and stability, it is vital that

the fork will lift with the same precision

and speed – no matter the weight it has

to transport. By measuring the current

demanded by the fork motor, LEM

transducers control the speed and pre-

cision of the fork. Analyzing the amount

of current necessary for the action, they

adjust the amount of power needed to

lift the fork. The result is a smooth and

steady operation.

At the same time, the current transduc-

ers check the status of the battery

charge. This allows an optimization of

the batteries’ efficiency and load cycle,

enabling the forklift to go further after

charging and also effecting the most

rapid recharging possible. Since the

transducers measure the current without

intrusion in the circuitry, they also have a

positive impact on the total energy con-

sumption of the forklift. 

LEM’s open loop current transducers

offer clear advantages to customers.

They are very small and can be perfectly

integrated into the on-board electronics.

They shorten installation time significant-

ly as they do not have to be built into the

application.

At the heart of … forklifts
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The blades of today’s powerful on- and

offshore wind energy turbines drive a

generator. This converts the mechanical

energy from the turning blades into elec-

tricity. The electricity produced needs to

be fed safely into the grid. 

The grid needs to be supplied with con-

tinuous power at a controlled frequency

and voltage. To do this it is essential to

transform and to optimize the generation

of electricity from the wind turbine. Cur-

rent transducers are key components of

every converter in wind energy turbines,

as they enable optimal control and pro-

tection to feed the grid.

To ensure the generators can work in

the most efficient way, electric motors

actively turn the nacelle and the rotor

into the wind. In addition, an active

power control system adjusts the rotor

blades within their longitudinal axis using

low-power electrical drives for pitch set-

tings. This is how the maximum wind

power can be transformed into useful

electricity.

Transducers in the power converters,

provided by LEM, continuously measure

the current in order to optimally position

the turbine to the wind. Thanks to its in-

depth knowledge, LEM offers a wide

range of products, including different

sizes and parameters, that are very well

adapted to the specific needs and me-

chanical requirements of the application.
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“
”

The wind turbines are a popular and exciting application
and we have become an important partner for our
customers. Renewable energies will increase in demand
and enable LEM to keep our growth momentum.

Jürgen Koss, Sales and Marketing Manager, LEM Germany

Price increases for oil and gas combined with the global environmental pollution debate demand

new, clean sources of energy. Wind power is increasingly used as a clean, zero emission alterna-

tive for generating electricity. About 4% of today’s global electricity is generated by renewable

energy sources. The European Union agreed on the goal that 21% of all energy used must come

from renewable sources by 2010.

At the heart of … 
wind turbines
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The advantages of an Electric Power

Steering (EPS) versus commonly used

hydraulic systems are impressive: not

only is it smaller in size and easier to in-

stall, but it is also more energy efficient.

In contrast to conventional systems,

EPS only consumes power when active-

ly in use.

A highly developed EPS system consists

of the steering gear, a supporting mech-

anism and the electric control system.

Sensors measure the torque applied to

the steering column by the driver and

the position of the steering wheel. The

electric control system manages the 

parameters provided by current meas-

urement and ensures that the car fol-

lows the driver’s intended direction.

Today’s innovative car manufacturers in

Japan rely on LEM transducers because

of their reliability and high precision. LEM

developed a specific ASIC-(Application

Specific Integrated Circuit)-platform that

provides precise and fast feedback to

the electronic control module based on

state-of-the-art insulated, non-intrusive

measurement technology.

In today’s cars, the use of power electronics is steadily growing. The demands to increase

safety and driving comfort are behind the trend to replace mechanical and hydraulic compo-

nents with high precision, electronically controlled devices. This is especially the case in the

steering and braking systems. Besides superior performance, electronic steering systems allow

for substantially lower costs and energy savings as well as simplified installation.
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Our innovative products have given us the opportunity to collaborate with
some of the Japanese technology leaders in the automotive industry. They
have selected us due to our cutting edge technology and high precision 
of current measurement. The success of our solution proves that it provides 
a distinguished advantage to the volume car manufacturers.

Gerard Lepine, Innovator Engineer, LEM SA, Switzerland

At the heart of … 
Electric Power Steering systems 
(EPS)
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The amount of energy consumed in the

industrial, commercial and residential

sectors continues to rise. Gas co-gener-

ators can contribute substantially to

slowing down this trend.

A gas co-generator uses natural gas to

generate electricity and hot water. 

The process works by using natural gas

to generate steam which is used to drive

a turbine and so generate electricity. Any

extra heat can be used for hot water or

the heating system – just like a water

boiler. 

The steam produced by the gas water

heater drives a turbine, which in turn

generates electricity through an inverter.

This inverter is connected directly to the

electrical network of the household.

Specific, high accuracy LEM transduc-

ers measure the output current of the in-

verter, and ensure that it is perfectly

matched with the electrical network. In

parallel, newly developed transducers

using flux-gate technology, ensure that

leakage current stays within safety limits. 

LEM is the preferred supplier for this 

application due to their products’ high

performance and reliability. For the first

time, LEM’s non-intrusive technology 

allows the measurement of very small

current flows with high accuracy at rea-

sonable costs.

Today, gas co-generation systems are increasingly available for residential applications. They

allow electricity to be generated in every home and provide savings of around 20% in primary

energy and a 30% cut in CO2 emissions. The system is attracting attention as a clean, environ-

mentally friendly form of energy use efficiently tailored to the specific needs of the individual

customers.
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“
”

Increasing oil prices make the efficient use of energy by gas
co-generation more and more attractive. LEM is recognised
as a leading global supplier with superior technology. Our
transducers allow measurements at a reasonable price that,
up to now, could only be done using high-end instruments.

Pierre Savary, Representative Director, Nanalem Japan

At the heart of … 
gas co-generators



C
O

R
P

O
R

AT
E

 G
O

V
E

R
N

A
N

C
E

 

The following information complies with the SWX Directive on Information Relating 

to Corporate Governance, which has been in effect since July 2002. Key elements

are contained in the Articles of Incorporation of 1 July 2005 and the Organization

Regulations of 4 November 2005. In cases where the required information is provided

in other sections of this Annual Report, reference is made to the appropriate page

number(s).

1 Group Structure

The LEM Group is structured into the Industrial Segment and the Automotive 

Segment. The Instruments Segment that was divested on 24 June 2005 is reported

as Discontinued Operations. Appropriate segment reporting pursuant to IFRS is 

contained on page 35 of the notes to the consolidated financial statements. All com-

panies in the LEM Group are listed on the back cover of the Annual Report and under

“scope of consolidation” on page 47, where the relevant percentages of shares held

are indicated. 

Peter Rutishauser Felix Bagdasarjanz Anton Lauber Fritz Fahrni

CH Nationality CH Nationality CH Nationality CH Nationality
Born – 1956 Born – 1945 Born – 1951 Born – 1942
Member Chairman Member Member
External External External External
Entry BoD – 2003 Entry BoD – 2002 Entry BoD – 2004 Entry BoD – 1999
Chairman AC Member AC Member NCC Chairman NCC 

AC = Audit Committee  NCC = Nomination and Compensation Committee

16
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Felix Bagdasarjanz
Education
Dr. of Electrical Engineering, ETH Zurich

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
Member of the Board of Schneeberger Holding AG,
Roggwil, BE
Head of expert team (engineering sciences), Federal
Office for Professional Education and Technology,
The Innovation Promotion Agency, KTI/CTI.

Fritz Fahrni
Education
Dipl. Ing., ETH Zurich
PhD, Illinois Institute of Technology, Chicago, USA
SMP, Harvard Business School, Boston, USA

Professional background
Since 2000, Professor for Technology Management
and Entrepreneurship jointly at the ETH Zurich and
the University of St. Gallen 
1988–1999, CEO of Sulzer Corporation

Other notable activities
Member of the Board of Directors of Ammann
Industries, Langenthal; Business Tools AG, Zurich
Member of the Board of University Hospital Balgrist,
Zurich
Head of the Investment Committee of SAM Private
Equity, Zurich
Member of the Swiss Science and Technology
Council
Individual member of the Swiss Academy of 
Technical Sciences

Anton Lauber
Education
Federal Proficiency Certificate as a Mechanic
Certified Machinery Engineer, Technical College
Brugg-Windisch
Post-graduate studies in Management University 
of Applied Sciences, Lucerne
University of St. Gallen: Program for top managers 
in SMEs 
IMD: Program Leading the Family Business

Professional background
Since 1998, Member of the Board of Directors of
Schurter Holding AG and other group companies
Since 1993, Chairman of the Management of
Schurter AG, Lucerne, CEO and Delegate of the
Board of Directors, Member of the Schurter-Group
Management
1989, Technical Director Schurter AG, Lucerne
Up to 1988, Managing Director Generatorenfabrik
ABB, Switzerland

Other notable activities
EFQM-Assessor
Chairman of ITZ (Innovation-Transfer Central
Switzerland)
Chairman of TQM-Forum, Switzerland
Member of the Board of LIV (Association of Lucerne
Industries)
Member of the Board of Directors of 
Beutler Nova AG, Gettnau

Peter Rutishauser
Education
Dr. sc. nat., ETH 
lic. oec., HSG 
OPM, Harvard Business School, Boston, USA

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 AG
Member of the Board of Directors of Sigg Switzer-
land AG, Trisport AG; Glatz AG; Foto Ganz AG
Partenaires Edelweiss SA

Education, professional background and other notable 
activities (Absence of information on other notable activities
indicates that there are none of relevance.)
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Significant shareholders in LEM Holding SA with shareholdings of more than 5% are

disclosed on page 54 of the Annual Report. On 31 March 2006 three shareholders

exceeded the limit of 10%. During the period under review the following disclosure

notifications pertaining to shareholdings were made:

Shareholder Above 5% Below 5% Above 10%

Long-term Investment Fund 6.18% on 20.7.2005 7.12.2005

POWE Capital Management LLP 5.06% on 20.12.2005

Threadneedle Ltd 5.12% on 27.1.2006 10.05% on 16.2.2006

Chase Nominees Ltd 11.43% on 16.2.2006

There are no known shareholder agreements between individual shareholders. LEM has no cross-
shareholdings.

2 Capital Structure

LEM Holding SA is domiciled at 8, chemin des Aulx in CH-1228 Plan-les-Ouates,

Geneva. Its 1’200’000 registered shares (par value: CHF 0.50) are listed on the main

segment of the SWX Swiss Exchange (LEHN, security no. 2 242 762; ISIN

0022427626). On March 31 2006, the market capitalization was CHF 184.8 million. 

A reduction of share capital from CHF 30 million to CHF 600’000 by a repayment to

the shareholders was agreed on during the Shareholders’ meeting of 1 July 2005 and

executed on 22 September 2005. At the same time the number of shares was split in

relation 1 to 4. 

The changes in equity are shown on page 30 in the consolidated financial state-

ments. All registered shares are fully paid up and entitled to a dividend; there are no

preferential rights. There are no restrictions on the transfer of shares, and there is no

authorized or conditional share capital. On 31 March 2006, LEM Holding SA held no

treasury shares. Information on stock option programs is provided below under Sec-

tion 5, “Compensations and Shareholdings” and under Note 26, ”Stock Options

Plan” on page 45.

3 The Board of Directors

The Board of Directors (BoD) is comprised of at least three members who are elected

at the Shareholders’ Meeting for a mandate of one year, which is renewable. At the

Shareholders’ Meeting on 1 July 2005, the current members Felix Bagdasarjanz, Fritz

Fahrni, Peter Rutishauser, and Anton Lauber, were re-elected. Felix Bagdasarjanz

maintained the Chairmanship which he took over from Fritz Fahrni in 2004. All Mem-

bers of the BoD are non-executive members and were never members of the Senior

Management of LEM. Furthermore, they have no significant business connections

with the LEM Group. There is no cross-involvement among Boards of Directors.
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The BoD delegates the management 

of the company to the CEO to the

fullest extent permitted by the law, the

Articles of Incorporation and the 

organization regulations. The BoD

shall, however, be exclusively entitled

to take major decisions like:

• approval of the strategy, business

plan, annual business objectives and

budget for the next business year for

the company 

• creation and closing of any sub-

sidiary; purchase and sale of any 

interest in any company 

• appoints/dismisses the Senior Man-

agement

• establishes and monitors the per-

formance-based compensation sys-

tem for the top management

• monitors the ethical and legal 

behavior of LEM

On a quarterly basis the BoD receives

consolidated financial statements for

the LEM Group, together with year-end

forecasts. A monthly report with sales,

orders, margins and comments on 

operations is sent to the BoD.

Annual reviews and assessments are

carried out by the BoD for:

• the strategy and its implementation

• the budget as well as the annual 

objectives

• human resources management, es-

pecially co-worker satisfaction and

management development

• customer satisfaction, public and 

investor relations

• risk, legal, intellectual property, social

& environmental aspects

• the qualifications and achievements

for the performance-based remuner-

ation and the reward system includ-

ing the performance review for the

Senior Management

Every second year the BoD approves

an update of the strategic business

plan. 

The BoD reflects in its working proce-

dures the efficiency and effectiveness

of the teamwork as well as its interac-

tion with the management of the com-

pany on a regular basis. A BoD

self-assessment is carried out every

second year.

Two standing committees support the

BoD. They are comprised of at least

two non-executive and independent

members of the BoD. They meet

whenever necessary but at least twice

a year. 

– The primary objective of the audit

committee (AC) is to provide the BoD

with effective support in financial

matters in particular the selection

and supervision of the external audi-

tor, assessment of the effectiveness,

compliance and clarity of the Group

financial reporting and the assess-

ment and preparation of the financial

reports to the shareholders and the

general public.

– The Nomination and Compensation

Committee (NCC) deals with succes-

sion, recruitment and compensation

of the members of the BoD and the

Senior Management. It also ensures

and monitors the personnel develop-

ment plan and adequate succession

planning for the middle and top 

management. It organizes the self-

assessment of the BoD.

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’s headquarters. The agenda

is drawn up by the Chairman; the

members of the BoD can ask for addi-

tional items to be included. As a rule

the CEO attends the meetings of the

BoD without having a right to vote. 

Depending on the issues, other mem-

bers of Senior Management participate

in the meetings in order to respond to

specific questions. In the completed 

financial year, eight meetings and five

phone conferences were held. Deci-

sions can be taken by the Board if at

least half of the Directors are present,

and a simple majority of them is suffi-

cient. In the event of deadlock, the

Chairman has the casting vote.

The respective responsibilities of the

BoD and the Senior Management are

set out in the Organization Regulations

of 4 November 2005. In addition to the

tasks, the decision-making authorities

are set out in detail. 
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4 Senior Management

The year under review was a year of consolidation. After the divestment of LEM Instruments in June 2005 Patrick De Bruyne, 

CEO from 1993 to August 2004, and David M. North, President LEM Instruments, left the LEM Group. End of February 2006,

Kennerth Lundgren left the company as Chief Financial Officer. Ageeth Walti will succeed in this position. Her previous role was at

Industrieholding CHAM AG as Head of Corporate Services and CFO. She will join LEM in September 2006. Meanwhile, Heinz Stübi,

former CFO of SIG Pack Division of SIG Holding AG, Neuhausen is appointed acting CFO. Luc Colombel, VP Traction has accepted

to add the Automotive activities to his existing responsibilities taking over from Didier Baltus who left the company in 2005. 

The Senior Management was comprised of the following members as of 31 March 2006:

Management Contracts

The function of CFO is on an interim basis executed by Heinz Stübi, Management Services, Wollerau since February 7, 2006. Fees

in the amount of CHF 70’000 have been paid for these services. 

With LEM since Previous companies 
Name Nationality Education Born in Function Previous functions and positions

Paul Van Iseghem Belgian PhD, UCLA 1946 President & CEO, 2000 ITT CANNON 

LEM Group President Vice President 

LEM components Engineering & 

Operations 

Heinz Stübi Swiss MBA, CPA 1954 Interim CFO As of 7 February 2006 Various key financial 

positions with Bosch,

SIG, Saurer, Roche 

Hans-Dieter Huber German Cert. Eng. (BA) 1959 Vice President, 1995 ABB 

Industrial Business Development Division Manager

Manager

Luc Colombel French Engineer 1959 Vice President, 1996 Arcelor Group 

Automotive Business Development Strategic Development

and Traction Manager and Sales Manager

Simon Siggen Swiss Engineer EPFL 1967 Vice President, 2002 Leclanché

Master in Logistics Operations Operations Manager Business Segment

Director

Eric Favre Swiss PhD, EPFL 1962 Vice President, 2000 ETEL Aerospace

Technology Technology Manager Director

Aerospace division

None of the persons listed are engaged in other notable activities.

A global management meeting at lake Geneva.
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5 Compensation and Shareholdings

Remunerations for the BoD and the Senior Management are fixed by the BoD based on recommendations by the NCC. Criteria for

bonus systems and option plans have been validated by the BoD. The allocation of stock options was based on the consolidated

Group ROE, while the cash bonus is based on achieving targeted consolidated EBIT.

Senior Management Non-Executive Directors

Total compensation of acting members CHF 1’201’684 CHF 340’235

of which special bonus on sale of Instruments

Total amount covers 5 persons CHF 104’325

Total compensation of members CHF 4’122’261 N/A

who gave up their function of which special bonus on sale of Instruments

during the year under review CHF 3’525’480

Total amount covers 4 persons

Severance payments Based on seniority, max 12 months salary None

CHF 47’258

This amount covers 1 person

Compensation for former members of governing bodies None None

who gave up their function in the year preceding the year 

under review

Share allotment in the year under review None None

Share ownership at the time of disclosure deadline 2’778 10’960

Options held at the date of the disclosure deadline 18’749 4’331

of which 2’628 from 2004/05 all from 2005/06

of which 16’121 from 2005/06

Additional fees and remuneration (e.g. support N/A CHF 46’000

in communication and strategic matters) in the case 

these sums exceed half of the ordinary remuneration 

of the member of the Board in question 

Loans to members of governing bodies None None

Highest total compensation to a member N/A CHF 208’095

of which value of stock options CHF 47’860
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The stock option plan 2004/05 was

granted in March 2005. The 2005/06

plan granted in May 2005 with 20’452

options for Senior Management and

BoD maintaining identical conditions:

each option giving the right to buy one

LEM share at a strike price of CHF 77.18

during the exercise period from 1 April

2007 to 31 March 2015. For the years

2002/03 and 2003/04 there were no 

allotments of stock options. All out-

standing options from the 2000/01 and

2001/02 plans have been exercised.

LEM Holding and its Group companies

have given no loans, advances, credits

or sureties to members of the BoD or

the Senior Management or persons

closely linked to them.

No compensations were given to former

members of governing bodies, and

there are no agreements for any such

compensation.

6 Shareholders’ participation rights

The Articles of Incorporation do not

allow for any limitation of voting rights.

The provisions of the Articles of Incorpo-

ration on the convening of shareholders’

meetings and the majority rules for deci-

sions follow the Swiss law. One or sev-

eral shareholders who collectively hold

10% of the share capital can call for a

shareholders’ meeting. Shareholders

with shares to a total nominal value of at

least CHF 1 million can call for an item to

be put on the agenda. They must pro-

vide a description of the relevant motion.

Appropriate applications must be sub-

mitted to the BoD in writing a minimum

of 60 days before the shareholders’

meeting.

Any shareholder who, on the day deter-

mined by the BoD, is registered as 

a shareholder has the right to attend and

vote at the shareholders’ meeting.

Shareholders registered are convened 

to shareholders’ meetings by ordinary

mail and by publication in the Swiss offi-

cial trade journal at least 20 days prior 

to the day of the meeting. Each share-

holder may be represented by the repre-

sentative of the Company, by the

independent representative, or by a third

party who need not be a shareholder of

LEM Holding SA.

Dividend Policy

The aim is to pay out 25% to 50% of the

net profit in the form of dividends. 

7 Changes of control and defensive

measures

In accordance with Art. 32 of the Swiss

Federal Act on Stock Exchanges and

Securities Trading (SESTA), any share-

holder who exceeds 33.3% of the con-

trol of the company has to make a public

offer for all outstanding shares. The Arti-

cles of Incorporation of the company 

do not provide for any exceptions to this

rule. There is no particular clause in the

Articles of Incorporation for changes of

control. If dismissed in the case of a

change of control of the company, the

President & CEO as well as the  CFO will

receive supplementary severance pay-

ments equal to 1 year’s remuneration.

There are no other contractual obliga-

tions or plans.

8 Auditors

The group auditors Ernst & Young Ltd,

Geneva were appointed in 2005 initiat-

ing their mandate with the present finan-

cial year. The responsible partner is

Hans Isler. The audit fees amount to

CHF 190’000. 

The group auditors charged additional

fees for interim reviews and tax consult-

ing of CHF 47’971 in the financial year

2005/06.

There were 4 meetings of the Audit

Committee with the participation of the

auditors during the year under review.

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 re-

port, as well as the Annual Report, is

distributed to all shareholders inscribed

in the share register and made publicly

available on its website www.lem.com.

Once a year, LEM holds a presentation

for the media and financial analysts. In-

ternal processes assure that price-sen-

sitive facts are published without delay in

accordance with the ad hoc publicity

rules of the SWX Swiss Exchange.

At www.lem.com, detailed information

(e.g., the Articles of Incorporation, interim

and Annual Reports, Investor Presenta-

tions, as well as important dates) is

available. Should you have any ques-

tions, please do not hesitate to contact

LEM Holding SA, Heinz Stübi, Interim

CFO, 8 chemin des Aulx, CH-1228 

Plan-les-Ouates, or send an e-mail to 

investor@lem.com

(phone: +41 22 706 12 30).



FINANCIAL RESULTS
“LEM delivered another solid operating performance in 2005/06, 
even after the strong results of the previous year.”
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The review of the financial results concerns the financial year which ended on 

31 March 2006.

Operating Performance

In a challenging environment, LEM delivered another solid operating performance

in 2005/06, even after the strong results of the previous year.

Sales increased by 11.6% in Swiss francs and 10.2% in local currencies and

reached CHF 151.7 million. After a slow start in the first semester sales in the

Industrial Segment reached CHF 132.3 million (+6%) and in the Automotive 

Segment sales increased to CHF 19.4 million (+67%). Orders received grew at a

much faster pace by 28% to CHF 166.7 million.

During the financial year, certain accounting estimates were revised which led to

additional provisions and accruals for receivables, inventories and personnel com-

pensation. The implementation of the changes reduced the operating earnings by

CHF 1.9 million.

Consequently, the gross margin decreased to 42.7% compared to 44.5% in the

previous year. The price increases of raw materials (i.e. copper, plastics) were

compensated by volume increase, efficiency gains and transfer of assembly to the

China plant. As a result of these measures, a continuous improvement of the

gross margin was achieved throughout the year.

Operating costs grew distinctively slower than sales with the exception of R&D

expenses which increased to 7.7% of sales (from 7.5%) as a result of expenses

for a project geared to increase the efficiency and effectiveness of the R&D

processes. Going forward, this investment is expected to contribute considerably

to the sales development. 

Operating Profit (EBIT) increased by 14% to CHF 15.5 million (CHF 13.7 million in

the previous year) and the EBIT margin to 10.2% (10.1%) in spite of the impact of

the revised accounting estimates. EBITDA rose from CHF 18.8 to 20.3 million.

The Industrial Segment slightly increased its EBIT margin to 11.5% (EBIT CHF

15.2 million). The Automotive Segment exceeded the break-even level and

achieved an EBIT of CHF 0.3 million against a loss of CHF 0.6 million in 2004/05.

Heinz Stübi 

Interim CFO 
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Net Earnings

The global economic environment pre-

sented both challenges and opportuni-

ties for LEM’s financial exposure. The US

dollar strengthened considerably during

the year and interest rates increased, re-

quiring prudent management of expo-

sures. The costs for hedging of the

foreign exchange and interest rate expo-

sures of CHF 3.8 million lead manage-

ment to review the risk management

policies. As a consequence more em-

phasis will be put on operational cover-

age of exchange rate exposure.

Interest expenses decreased as a con-

sequence of the reduction in net debt

following the proceeds of the sale of the

Instruments Segment.

The Group’s average expected tax rate

could be significantly decreased as a re-

sult of careful monitoring of this area.

The positive outlook allows to create de-

ferred tax assets in the amount of CHF

1.7 million for tax losses carried forward

in LEM’s US affiliates. The Group’s effec-

tive tax expenses could be reduced to

15% from 40%.
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EBIT BREAKDOWN

■ INDUSTRIAL SEGMENT

■ AUTOMOTIVE SEGMENT
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Net earnings from continuing business

increased by 31% to CHF 9.1 million re-

flecting the development excluding the

one-time items in each reporting period

(2004/05: divestment of real estate;

2005/06: divestment of Instruments

Segment).

The closing of the sales of the discontin-

ued business (LEM Instruments) resulted

in a net earning of CHF 15.9 million.

High processing costs of the complex

transaction reduced the profit in the sec-

ond semester by CHF 1.3 million.

Net earnings of LEM reached CHF 25.0

million after CHF 0.3 million in the previ-

ous year. As a consequence of net earn-

ings improvements in the continuing

business and the gain on divestment of

the Instruments Segment, earnings per

share increased from CHF 0.23 to CHF

21.11. 

Cash Flow

The cash flow from the continuing busi-

ness was positively impacted by 

improvements in the operating per-

formance and in working capital man-

agement. The sales growth achieved

was realized without increasing working

capital. Capital expenditure in 2005/06

were reduced by CHF 1.2 million. This

resulted in an improvement of the free

cash flow of the continuing operations

from CHF 5.6 to CHF 8.4 million.

A positive cash flow of CHF 40.0 million

resulted from the divestment of the dis-

continued operations. During 2005/06

LEM returned CHF 29.4 million to its

shareholders in form of a share capital

reduction. Additionally, loans in the

amount of CHF 30.7 million were repaid.

Balance Sheet

After the solid performance and the sale

of the Instruments Segment LEM’s bal-

ance sheet is very strong. The equity

ratio reaches 68% of total assets. The

net debt position changed into a net

cash position even after the capital re-

duction of CHF 29.4 million.

Furthermore, the change in financial risk

management resulted in reduced provi-

sions for hedging instruments.



LEM GROUP
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Assets Notes 31.3.2006 31.3.2005
CHF CHF

Current assets 
Cash and cash equivalents 1 25’395’371 29’753’314
Trade debtors 2 28’724’211 23’613’551
Other current assets 3 5’689’792 7’557’646
Inventories 4 19’906’811 24’984’136
Total current assets 79’716’185 85’908’647

Non-current assets
Deferred tax assets 18 2’073’024 655’330
Non-current receivables 5 371’250 736’651
Tangible assets 6 15’024’979 14’911’127
Intangible assets 7 4’583’713 5’911’648
Total non-current assets 22’052’966 22’214’756

Assets held for sale 8 0 41’060’903

Total assets 101’769’151 149’184’306

Liabilities and equity Notes 31.3.2006 31.3.2005
CHF CHF

Current liabilities
Trade creditors 10’916’243 10’736’498
Other current liabilities 9 13’911’877 13’312’552
Current income tax payable 1’232’112 3’052’032
Provisions 10 3’287’343 1’510’778
Derivative financial instruments 11 30’645 3’623’375
Bank overdraft 589’169 30’736’508
Total current liabilities 29’967’389 62’971’743

Non-current liabilities
Non-current financial debt 12 632’328 1’194’772
Deferred tax liabilities 18 1’427’977 2’483’040
Total non-current liabilities 2’060’305 3’677’812

Liabilities associated 
with assets held for sale 8 0 15’991’898
Total liabilities 32’027’694 82’641’453

Equity
Share capital 13 600’000 30’000’000
Reserves 27’702’690 26’075’585
Retained earnings 41’315’586 10’403’823
Minority interests 14 123’181 63’445
Equity 69’741’457 66’542’853

Total liabilities and equity 101’769’151 149’184’306

The accompanying notes are an integral part of the consolidated financial statements.
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Notes 2005/06 2004/05
CHF CHF

Continuing Operations
Sales 151’665’352 135’901’235
Cost of goods sold (86’870’590) (75’396’526)
Gross margin 64’794’762 60’504’709

Sales expense (20’023’693) (18’328’121)
Administration expense (17’974’820) (18’477’169)
Research & development expense (11’735’979) (10’220’439)
Impairment loss on goodwill 0 (429’922)
Other expense 15 (154’317) (241’756)
Other income 16 627’354 890’195
Earnings before interests 
and taxes 15’533’307 13’697’497

Financial Expenses (net) 17 (4’762’437) (2’175’523)

Share of profit of associates 0 8’983

Earnings before taxes 10’770’870 11’530’957

Income taxes 18 (1’666’324) (4’603’318)

Net earnings from 
Continuing Operations 9’104’546 6’927’639

Discontinued Operations
Earnings (loss) from 
Discontinued Operations 8 15’908’895 (6’626’424)

Net earnings 25’013’441 301’215

Attributable to:
LEM shareholders 24’949’154 263’471
Minority interests 64’287 37’744
Net earnings 25’013’441 301’215

Earnings per share for profit attributable to the equity holders
of the company during the year

- basic Continuing Operations 19 7.6 6.0
- basic Discontinued Operations 13.5 (5.8)

- diluted Continuing Operations 19 7.5 6.0
- diluted Discontinued Operations 13.2 (5.8)

The accompanying notes are an integral part of the consolidated financial statements.



Notes 2005/06 2004/05
CHF CHF

CASH FLOW FROM OPERATING ACTIVITIES
Net earnings from Continuing Operations 9’104’546 6’927’639
Reconciliation of net earnings to cash flows from operating activities:
Depreciation and amortisation 6, 7 4’692’852 4’691’700
Goodwill impairment charge 20 0 429’923
Constitution of provisions 10 2’073’540 738’254
Reversal and utilization of provisions 10 (332’889) (344’768)
Deferred taxes 18 (1’992’408) 494’791
Share in results of companies 
consolidated with the equity method 0 (8’983)
Interest expense 17 1’124’371 1’998’307
Financial income 17 (281’763) (234’390)
Interest paid (705’643) (1’913’154)
Interest received 281’763 234’390
Taxes paid (5’439’494) (1’968’932)
Fair value gains on derivative financial instruments 17 (418’728) 216’049
Tax expense 18 3’632’651 4’072’922
Share based compensation expense 26 508’240 15’000
Cash flow 12’247’038 15’348’748
Conversion differences on cash flows 106’677 (151’807)
Change in inventory 5’223’302 (5’627’137)
Change in receivables (3’163’503) (3’892’756)
Change in payables (2’826’802) 4’316’436
Changes in working capital: (767’003) (5’203’457)
Cash flow from operating activities 11’586’712 9’993’484

CASH FLOW USED IN INVESTING ACTIVITIES 
Capital expenditures in intangible assets 7 (289’045) (371’267)
Capital expenditures in tangible fixed assets 6 (3’770’352) (4’850’642)
Proceeds from the sale of intangible and fixed assets 6, 7 513’050 744’718
Investment in long-term receivables (109’871) (57’805)
Proceeds from long-term receivables 447’915 448’432
Acquisition of companies 22 0 (264’120)
Cash flow used in investing activities (3’208’303) (4’350’684)

CASH FLOW (USED IN)/FROM FINANCING ACTIVITIES
Repayment of share capital 13 (29’400’000) 0
Proceeds from sales of  treasury shares 13 4’057’998 976’484
Other changes in equity (12’622) (106’586)
Dividends paid to minorities in NANALEM KK and TVELEM (12’177) (17’550)
Proceeds from borrowings 0 1’378’851
Repayment of borrowings (30’693’404) (735’667)
Cash flow (used in)/from financing activities (56’060’205) 1’495’532

Net cash flow from discontinued operations 8 40’021’528 15’490’916

Change in cash and cash equivalents (7’660’268) 22’629’248

Cash and cash equivalents at the beginning of the year 32’607’917 10’101’212
Effects of exchange rates on cash and cash equivalents 447’722 (122’543)
Cash and cash equivalents at the end of the year 25’395’371 32’607’917

Change in cash and cash equivalents (7’660’268) 22’629’248

Reconciliation of cash and 
cash equivalents with the balance sheet: 
Cash 25’391’730 29’749’641
Marketable securities 3’641 3’673
Equals the position “cash” in the balance sheet 1 25’395’371 29’753’314
Plus: Cash included in the position 
disposal group held for sale 0 2’854’603
Equals cash and cash equivalents 25’395’371 32’607’917

The accompanying notes are an integral part of the consolidated financial statements.
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Attributable to equity holder of the company

Share Other Treasury Retained Minority Total
capital reserves shares earnings Interest equity

Balance on 1 April 2004 30’000’000 31’282’888 (3’758’084) 10’140’352 749’979 68’415’135
Currency translation difference (1’935’374) 1’051 18’998 (1’915’325)
Dividends paid 0
Treasury shares 58’251 1’068’355 1’126’606
Stock option plan 0
Change in scope of consolidation (641’502) (705’532) (1’347’034)
Net earnings 263’471 263’471

Balance on 31 March 2005 30’000’000 28’764’263 (2’688’678) 10’403’823 63’445 66’542’853

Balance on 1 April 2005 30’000’000 28’764’263 (2’688’678) 10’403’823 63’445 66’542’853
Changes in capital (29’400’000) (29’400’000)
Currency translation difference 1’627’105 7’626 1’634’731
Dividends paid 0
Treasury shares (2’688’678) 2’688’678 4’057’998 4’057’998
Stock option plan 508’240 508’240
Change in scope of consolidation 1’396’371 1’396’371
Dividends paid to minority interests (12’177) (12’177)
Net earnings 24’949’154 64’287 25’013’441

Balance on 31 March 2006 600’000 27’702’690 0 41’315’586 123’181 69’741’457
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General information
The LEM Group (the Group) provides transducers for measuring electrical parameters like current and voltage in
a broad range of applications. The Group has operations in 10 countries and employs around 700 people. The
parent company of the LEM Group is LEM Holding SA (the Company), which is a limited 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 SWX Swiss Exchange since 1986. The Board of
Directors approved the consolidated financial statements on 16 May 2006.

Accounting principles
The accounting principles adopted in the preparation of the consolidated financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

A. Basis of preparation
The LEM Group consolidated financial statements are prepared in accordance with the historical cost convention
except for the revaluation to market value of certain financial assets and liabilities and comply with the Interna-
tional Financial and Reporting Standards (IFRS).
The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting es-
timates. It also requires management to exercise its judgement in the process of applying the Company’s ac-
counting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions
and estimates are significant to the consolidated financial statements, are disclosed below.

New standards and interpretations not applied
During the year, the IASB and IFRIC have issued the following standards and interpretations with an effective
date after the date of these financial statements:

International Accounting Standards (IAS/IFRSs) Effective date (periods beginning after)

IFRS 1 Amendment relating to IFRS 6 1 January 2006
IFRS 4 Insurance Contracts 
(Amendment to IAS 39 and IFRS 4 – Financial Guarantee Contracts) 1 January 2006
IFRS 6 Exploration for and Evaluation of Mineral Assets 1 January 2006
IFRS 6 Amendment relating to IFRS 6 1 January 2006
IFRS 7 Financial Instruments: Disclosure 1 January 2007
IAS 1 Amendment – Presentation of Financial Statements: Capital Disclosures 1 January 2007
IAS 19 Amendment – Actuarial Gains and Losses: Group Plan Disclosures 1 January 2007
IAS 21 Amendment – Net Investment in a Foreign Operation 1 January 2007
IAS 39 Fair Value Option 1 January 2007
IAS 39 Amendment to IAS 39 – Transition and Initial Recognition of Financial Assets 
and Financial Liabilities (Day 1 profits) 1 January 2007
IAS 39 Cash Flow Hedge Accounting 1 January 2007
IAS 39 Amendment to IAS 39 and IAS 4 – Financial Guarantee Contracts 1 January 2007

International Financial Reporting Interpretations Committee (IFRIC) 

IFRIC 4 Determining Whether an Arrangement Contains a Lease 1 January 2006
IFRIC 5 Rights to Interests Arising from Decommissioning, 
Restoration and Environmental Rehabilitation Funds 1 January 2006
IFRIC 6 Liabilities Arising from Participating in a Specific Market – Waste Electrical and
Electronic Equipment 1 December 2005

The Group does not anticipate that the adoption of these standards and interpretations will have a material 
impact on the Group’s financial statements in the period of initial application.

B. Group accounting
(1) Subsidiary undertakings
Subsidiary undertakings, being those companies in
which the Group, directly or indirectly, is able to exer-
cice control over the fully consolidated operations.
Separate disclosure is made of minority interests.
Subsidiaries are consolidated from the date on which
control is transferred 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 eliminat-
ed. Where necessary, accounting policies for sub-
sidiaries have been changed to ensure consistency
with the policies adopted by the Group.
(2) Joint-ventures
In jointly controlled entities the method of proportion-
ate consolidation is applied. 
No jointly controlled entities exist as per 31 March
2006.
(3) Associated Undertakings
Investments in associated undertakings are account-
ed for using the equity method. These are undertak-
ings over which the Group exercises significant
influence, but which it does not control.
No associated undertaking entities exist as per 
31 March 2006
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Scope of consolidation
During the year the following changes in the scope of
consolidation occurred:
Hokuto KK, Tokyo, Japan was merged with Nanalem
KK, Tokyo, Japan in March 2006.
In order to take up the LEM activities in Great Britain
LEM UK Ltd was founded in April 2005.
With the closing of the divestment of the Instruments
Segment on 24 June 2005 the following affiliated
companies were eliminated from the scope of con-
solidation:
Beijing Dianyan El. Instruments Co. Ltd, Beijing,
China
LEM BE SA, Wavre. Belgium
LEM HEME Ltd, Skelmersdale, UK
LEM Instruments Inc., Torrance, USA
LEM Instruments & Meters Co. Ltd, Beijing, China
LEM Norma GmbH, Brunn am Gebirge, Austria
Universal Technic SAS, Paris, France
LEM Dynamp Inc., USA
CTN SA, Geneva, Switzerland

Foreign currency translation
(a) Functional and presentation currency
Items included in the financial statements of each of
the Group’s entities are measured using the currency
of the primary economic environment in which the
entity operates (’the functional currency’). The con-
solidated financial statements are presented in Swiss
francs (CHF), which is the Company’s functional and
presentation currency.
(b) Transactions and balances
Foreign currency transactions are translated into the
functional currency using the exchange rates prevail-
ing at the dates of the transactions. Foreign ex-
change gains and losses resulting from the
settlement of such transactions and from the transla-
tion at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are
recognised in the income statement.
Translation differences on non-monetary items, such
as equities held at fair value through profit or loss, are
reported as part of the fair value gain or loss.
(c) Group companies
The results and financial position of all the group enti-
ties (none of which has the currency of a hyperinfla-
tionary economy) that have a functional currency
different from the presentation currency are trans-
lated into the presentation currency as follows:
(I) assets and liabilities for each balance sheet pre-
sented are translated at the closing rate at the date
of the balance sheet;
(II) income and expenses for each income statement
are translated at average exchange rates (unless this
average is not a reasonable approximation of the 
cumulative effect of the rates prevailing on the trans-
action date, in which case income and expenses are
translated at the dates of the transaction); and
(III) all resulting exchange differences are recognised
as a separate component of equity.

C. Tangible assets
Property, plant and equipment is stated at historical
cost less depreciation. Depreciation is calculated on
the straight-line basis 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
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For additions after 1 January 2006, the following
principles for useful life of tangible assets are applied:
Land nil Machinery & Equipment 5-8 years
Buildings 20-40 years Tools & moulds 2-5 years
Infrastruc. 10-25 years Vehicles 3-5 years

IT equipment 3-5 years
Repairs and renewals are charged to the profit and
loss account when the expense is incurred.

D. Investment property
The Group had sold its investment property on 
30 March 2005.

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 subsidiary/associated
undertaking at the date of acquisition. Goodwill on
acquisitions is reported in the balance sheet as an in-
tangible asset and is tested annually for impairment
and carried at cost less accumulated impairment
losses and amortization until 31 March 2004 (adop-
tion of IAS 36). Gains and losses on the disposal of
an entity include the carrying amount of goodwill 
relating to the entity sold.  
(2) Research and development
Research costs are written off as incurred. Develop-
ment costs are written off as incurred, except for
projects where it is reasonably 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 maximum of three years. 
All capitalized development projects have been fully
depreciated on 31 March 2006.
(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
Assets that have an indefinite useful life are not sub-
ject to amortisation and are tested annually for im-
pairment. Assets that are subject to amortisation are
reviewed for impairment whenever events or
changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss
is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are
grouped at the lowest levels for which there are sep-
arately identifiable cash flows (cash-generating unit).

F. Assets held for sale
Groups of assets are reclassified as held for sale
when a sale within one year is highly probable and
the assets are available for immediate sale in their
present condition. Tangible and intangible assets
held for sale are re-evaluated at the lower of fair value
less cost to sell or the carrying amounts at the date
they meet the held for sale criteria. Any resulting 
impairment loss is recognised in the profit & loss 
account. 
Presently there are no assets held for sale at LEM.
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G. Investments
The Group classifies its investments in the following
categories: financial assets at fair value through profit
or loss, loans and receivables, held-to-maturity in-
vestments, and available-for-sale financial assets.
The classification depends on the purpose for which
the investments were acquired. Management deter-
mines the classification of its investments at initial
recognition and re-evaluates this designation at every
reporting date.
(a) Financial assets at fair value through profit or loss
This category has two sub-categories: financial 
assets held for trading, and those designated at fair
value through profit or loss at inception. A financial
asset is classified in this category if acquired princi-
pally for the purpose of selling in the short term or if
so designated by management. Derivatives are also
categorised as held for trading unless they are desig-
nated as hedges. Assets in this category are classi-
fied as current assets if they are either held for
trading or are expected to be realised within 
12 months of the balance sheet date.
(b) Loans and receivables
Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in the  active market. They arise when the
Group provides money, goods or services directly to
a debtor with no intention of trading the receivable.
They are included in current assets, except for matu-
rities greater than 12 months after the balance sheet
date. These are classified as non-current assets.
(c) Held-to-maturity investments
Held-to-maturity investments are non-derivative 
financial assets with fixed or determinable payments
and fixed maturities that the Group’s management
has the positive intention and ability to hold to matu-
rity. During the year, the Group did not hold any in-
vestments in this category.
(d) Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives
that are either designated in this category or not clas-
sified in any of the other categories. They are includ-
ed in non-current assets unless management intends
to dispose of the investment within 12 months of the
balance sheet date. 

H. Leases
Assets acquired under long-term finance leases are
capitalised and depreciated over the shorter of the
estimated useful life of the asset and the lease term.
The associated obligations are included in the finan-
cial liabilities.
Rentals payable under operating leases are charged
to the profit & loss account as incurred.

I. Inventories
Inventories is stated at the lower of cost or net realis-
able 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. 

J. Trade receivables
Trade receivables are carried at original invoice
amount less an estimate made for doubtful receiv-
ables based on a review of all outstanding amounts
at the year-end. Bad debts are written off when iden-
tified.

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 with a term of
less than three months.

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

M. Deferred income taxes
Deferred income tax is provided in full, using the lia-
bility method, on temporary differences arising be-
tween the tax bases of assets and liabilities and their
carrying amounts in the financial statements. The
principal temporary differences arise from trade re-
ceivables, inventories, depreciation on tangible as-
sets, revaluations of certain non-current assets, post
retirement benefits and tax losses carried forward;
and, in relation to acquisitions, on the difference be-
tween the fair values of net assets acquired and their
tax base. Tax rates enacted or substantially enacted
by the balance sheet date are used to determine de-
ferred income tax. Deferred tax assets are recog-
nised to the extent that it is probable that taxable
profit will be available in the future against which the
tax losses carried forward can be utilised in the next
3 years. 

N. Employee benefits
(1) Defined benefit pension obligations
The liability in respect of defined benefit pension
plans represents the defined benefit obligation calcu-
lated annually by independent actuaries using the
projected unit credit method.
The defined benefit obligation is measured at present
value of the estimated future cash flows. The charge
for such arrangements, representing the benefit ex-
pense less employee contributions, is included in the
personnel expenses of the various functions where
the employees are located. Plan assets are recorded
at fair values. Significant gains or losses arising from
experience effects and changes in actuarial assump-
tions are charged or credited to income over the
service lives of the related employees to the extent to
which they fall outside the 10% corridor permitted
under IAS 19.
(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
The Group operates an equity-settled, share-based
compensation plan. Share options are granted to 
directors and managers. The attribution is linked to
return on equity. The options are granted at the mar-
ket price of the shares on the date of the grant and
are exercisable at that price after a vesting period of
two years. The fair value of the employees services

received in exchange for the grant of the options is
recognised as an expense and adjusted in equity.
The total amount to be expensed over the vesting
period is determined by reference to the fair value of
the options granted, excluding the impact of any
non-market vesting conditions. Non-market vesting
conditions are included in assumptions about the
number of options that are expected to become 
exercisable. At each balance sheet date, the entity
revises its estimates of the number of options that
are expected to become exercisable and recognises
the impact, if any, in the income statement, and a
corresponding adjustment to equity over the remain-
ing vesting period.

O. Provisions
Provisions are recognised when the Group has a
present legal or constructive obligation as a result of
past events, it is probable that an outflow of re-
sources 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 bal-
ance 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 
The Group sees presently no need for provisions for
onerous contracts.
(4) Restructuring
Restructuring charges are recorded in the Profit &
Loss Account in the period in which the Group has
committed to a plan, which has either been com-
menced or announced publicly, and it is probable
that a liability was incurred and the amount can be
reasonably estimated. Restructuring charges are in-
cluded in the heading “other expense” in the P&L.
The Group has presently no need for provisions for
restructuring.

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

Q. Financial instruments
Financial instruments are initially recognised in the
balance sheet at cost and subsequently re-evaluated
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 desig-
nates 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 commitment or c) a hedge
of a net investment in a foreign entity. 
The changes in fair value of derivative financial instru-
ments are recognised in the profit and loss account
in the net financial expense. The fair value of financial
instruments traded in active markets (such as pub-
licly traded derivatives, and trading and available-



for-sale securities) is based on quoted market prices
at the balance sheet date. The fair value of forward
foreign exchange contracts is determined using for-
ward exchange market rates at the balance sheet
date.
At the end of the financial year, the Group did not
have any open positions that qualified for hedge 
accounting. 

R. Segment information
The LEM Group is structured into the Industrial and
the Automotive Segments. The divested segments, 
Instruments and the real estate activity CTN are re-
ported as Discontinued Operations. The Industrial
Segment develops, manufactures and sells elec-
tronic components called transducers for the meas-
urement of current and voltage for various industrial
applications. The Automotive Segment develops,
manufactures and sells transducers for applications
in automotive markets. Non allocated assets corre-
spond to cash, long-term financial receivables as well
as deferred tax assets. Non allocated liabilities com-
prise bank borrowings, income tax payable and pro-
visions for deferred taxes. 

S. Financial risk management
The Group’s operating activities expose it to a variety
of financial risks, mainly to the effects of credit and
foreign currency exchange rates. 
The Group’s overall risk management is governed by
policies approved by the BoD and senior manage-
ment. When deemed appropriate, some  of the
above risks are reduced through the use of financial
instruments. 
(1) Foreign exchange risk
The Group operates internationally and is exposed to
foreign exchange risk arising from various currency
exposures primarily with respect to the USD, EUR,
JPY, and Chinese Yuan (CNY). Foreign exchange risk
is managed centrally.
The exchange risk management approach was re-
vised in March 2006. The program focuses on the
unpredictability of financial markets and seeks to
minimise major potential adverse effects on the finan-
cial performance of the Group. Focus is given to 
operational coverage of exchange risks.

Derivative financial instruments are entered for spe-
cific underlying risks in accordance with the Group’s
risk policy.  Risk management within the frame of the
Group’s financial risk policy is carried out by the CFO,
who identifies, evaluates and hedges financial risks.
(2) Credit risk
The Group has no significant concentrations of credit
risk with  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. Their limits and exposures are continuously
monitored.
(3) Interest rate risk
After the repayment of the outstanding loans the
Group carries no significant interest exposure. There-
fore the risk management tools in this area were
abandoned in March 2006.

T. Critical accounting estimates and judgements
Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events that
are believed to be reasonable under the circum-
stances.
The Group makes estimates and assumptions con-
cerning the future. The resulting accounting esti-
mates will, by definition, seldom equal the related
actual results. The estimates and assumptions that
have a significant risk of causing a material adjust-
ment to the carrying amounts of assets and liabilities
within the next financial year are discussed below.
(a) Estimated impairment of goodwill
The Group tests annually whether goodwill has suf-
fered any impairment, in accordance with the ac-
counting policy stated. The recoverable amounts of
cash-generating units have been determined based
on value-in-use calculations. These calculations re-
quire the use of estimates (Note 20).
(b) Income taxes
The Group is subject to income taxes in numerous
jurisdictions. Significant judgment is required in de-
termining the worldwide provision for income taxes.
There are many transactions and calculations for
which the ultimate tax determination is uncertain dur-
ing the ordinary course of business.
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Segment information 
Primary reporting format – by Business Segment 
CHF 000 Total LEM

Industrial Automotive Continuing Discontinued Group
2005/06 04/05 05/06 04/05 05/06 04/05 05/06 04/05 05/06 04/05

Income Statement 
Sales 132’262 124’243 19’404 11’658 151’666 135’901 151’666 135’901
EBITDA 18’692 18’295 1’589 523 20’281 18’818 20’281 18’818
EBIT 15’218 14’317 315 (620) 15’533 13’697 15’533 13’697
Net financial expense (4’762) (2’176) (4’762) (2’176)
Income from associates 0 9 0 9
Taxes (1’667) (4’603) (1’667) (4’603)
Earnings from 
Discontinued Operations 
(note 8) 15’909 (6’626) 15’909 (6’626)
Net earnings 9’104 6’927 15’909 (6’626) 25’013 301

Depreciation & amortisation:
Tangible assets 3’041 3’138 527 386 3’568 3’524 0 1’625 3’568 5’149
Intangible assets 380 410 747 757 1’127 1’167 0 447 1’127 1’614
Goodwill impairment 0 430 0 0 0 430 0 0 0 430
Total 3’421 3’978 1’274 1’143 4’695 5’121 0 2’072 4’695 7’193

Balance Sheet 
Segment assets 66’909 66’866 7’392 8’990 74’301 75’856 0 37’934 74’301 113’789
Unallocated assets 0 0 0 0 27’468 0 0 0 27’468 35’395
Total assets 66’909 66’866 7’392 8’990 101’769 75’856 0 37’934 101’769 149’184

Segment liabilities 24’898 24’553 3’217 1’469 28’115 26’022 0 13’285 28’115 39’307
Unallocated liabilities 0 0 0 0 3’913 0 0 0 3’913 43’334
Total liabilities 24’898 24’553 3’217 1’469 32’028 26’022 0 13’285 32’028 82’641

Capital expenditure:
Tangible assets 2’920 3’967 898 884 3’818 4’851 980 3’818 5’831
Intangible  assets 289 371 0 0 289 371 27 289 398
Total 3’209 4’338 898 884 4’107 5’222 1’007 4’107 6’229

Secondary reporting format – by Geographical Segment
CHF 000 North Rest of LEM

Europe America Asia the world Group
2005/06 04/05 05/06 04/05 05/06 04/05 05/06 04/05 05/06 04/05

Sales by location of customers
Continuing Operations 71’746 66’835 35’932 31’678 41’510 35’067 2’478 2’321 151’666 135’901
Discontinued Operations 10’806 33’316 1’332 11’750 1’165 6’421 0 2’959 13’303 54’446

Segment assets 
by location of assets 45’217 77’452 7’389 10’316 20’156 26’022 0 0 72’762 113’790
Unallocated assets 29’007 35’395
Total assets 45’217 77’452 7’389 10’316 20’156 26’022 0 0 101’769 149’184

Capital expenditure:
Tangible assets 3’071 4’595 93 84 654 1’152 0 0 3’818 5’831
Intangible assets 275 378 0 0 14 20 0 0 289 398
Total 3’346 4’973 93 84 668 1’173 0 0 4’107 6’229
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31.3.2006 31.3.2005
CHF 000 CHF 000

1. Cash and cash equivalents
Cash at bank and in hand 25’391 29’749
Securities 4 4
Total 25’395 29’753

2. Trade debtors
Trade debtors, third party 29’562 24’496
Allowance for bad debt (838) (882)
Total 28’724 23’614

3. Other current assets
Advances to suppliers 515 226
Prepayments and accrued income 1’489 3’201
Other current assets 3’238 3’480
Real-estate debtors 0 849
Allowance for bad debt 
on real-estate debtors 0 (610)
Current portion of non-current receivables 448 412
Total 5’690 7’558

4. Inventories
Raw material 10’954 10’901
Work in progress 2’470 1’788
Finished goods and goods for resale 6’483 12’295
Total 19’907 24’984

5. Non-current receivables
Loan to Dynamp llc 672 1’030
Less: current portion (448) (412)
Miscellaneous 147 119
Total 371 737

6. Tangible assets Land & Machinery & Total
In CHF 000 Buildings Equipment

Net book value on 1 April 2005 536 14’375 14’911
Conversion differences (4) 135 131
Increases 0 3’818 3’818
Decreases 0 (267) (267)
Depreciation charge (6) (3’562) (3’568)
Net book value on 31 March 2006 526 14’499 15’025

On 31 March 2006
Cost 673 45’217 45’890
Depreciation (147) (30’718) (30’865)
Net book value on 31 March 2006 526 14’499 15’025
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Land & Machinery & Total
In CHF 000 Buildings Equipment

Net book value on 1 April 2005 3’111 18’460 21’571
Conversion differences (44) (169) (213)
Increases 0 4’850 4’850
Decreases 0 (670) (670)
Assets reclassified as held for sale (2’374) (3’701) (6’075)
Discontinued operations (152) (876) (1’028)
Depreciation charge (5) (3’519) (3’524)
Net book value on 31 March 2005 536 14’375 14’911

On 31 March 2005
Cost 679 42’055 42’734
Depreciation (143) (27’680) (27’823)
Net book value on 31 March 2005 536 14’375 14’911

7. Intangible assets Deferred Goodwill Other Total
In CHF 000 R&D intangible

Assets

Net book value on 1 April 2005 862 4’090 959 5’911
Conversion differences 0 (13) 0 (13)
Increases 0 0 289 289
Decreases 0 (476) 0 (476)
Amortisation charge (862) 0 (265) (1’127)
Net book value on 31 March 2006 0 3’601 983 4’584

On 31 March 2006
Cost 2’732 5’329 2’521 10’582
Amortisation (2’732) (1’728) (1’538) (5’998)
Net book value on 31 March 2006 0 3’601 983 4’584

Deferred Goodwill Other Total
In CHF 000 R&D intangible

Assets

Net book value on 1 April 2004 2’614 10’634 1’031 14’279
Conversion differences 0 (155) (38) (193)
Increases 0 0 371 371
Decreases 0 0 (74) (74)
Assets reclassified as held for sale (431) (5’807) (53) (6’291)
Discontinued operations (427) (152) (5) (584)
Amortisation charge (894) 0 (273) (1’167)
Impairment loss 0 (430) 0 (430)
Net book value on 31 March 2005 862 4’090 959 5’911

On 31 March 2005
Cost 2’755 9’320 2’229 14’304
Amortisation (1’893) (5’230) (1’270) (8’393)
Net book value on 31 March 2005 862 4’090 959 5’911
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8. Assets held for sale and discontinued operations
With the closing of the sale of LEM Instruments to Danaher Corporation, Washington
D.C., USA on 24 June 2005 the related assets and liabilities presented on 31 March
2005 were transfered to the buyer.

It was sold for an enterprise value of CHF 59.2 million (after a sales price adjustment
as a result of the closing balance sheet of CHF 3.8 million) minus net debt of CHF 5.9
million, resulting in an equity value of CHF 53.3 million. The sale resulted in a capital
gain of CHF 17.1 million. 

2005/06 2004/05
CHF 000 CHF 000

Total assets held for sale 0 41’061
Total liabilities associated
with assets held for sale 0 15’992

Profit & Loss Accounts 
of Discontinued Operations
Instruments 16’082 (922)
Real Estate (173) (5’704)

Total 15’909 (6’626)

Detailed Profit & Loss Statement 
of LEM Instruments
Sales 13’303 54’446
Gross profit 6’230 28’727
in % 46.8% 52.8%
Sales Expense (3’765) (13’569)
Administration Expense (1’870) (8’828)
R&D Expense (1’572) (6’153)
Impairment test (33) 0
Other expense (15) (120)
Other income 221 314
EBIT (804) 371

Financial expense (31) (901)
Taxes (163) (392)
Capital gain on divestment 
(net of capital gain tax kCHF 700) 17’080 0

Profit (loss) from discontinued
operations Instruments 16’082 (922)

Detailed Profit & Loss Statement 
of Real Estate
Total rental income 0 4’760
Operating real estate expenses (31) (2’795)
Fee to Fongit 0 (349)
Net financial expense 33 (894)
Capital (loss) on divestment (175) (6’426)

Profit (loss) from discontinued
operations real estate (173) (5’704)

Cash Flow of Discontinued Operations
Operating Cash Flows 24’340 363
Investing cash flows 23’195 49’952
Financing Cash Flows (7’513) (34’824) 

Total cash flows 40’022 15’491

The balance sheet of LEM Instruments 
as of June 2005, is summarised below.

in CHF 30 June 2005
Current assets 29’376
Non current assets 7’471
Current liabilities 16’598
Non current liabilities 3’083
Equity 17’166



10. Provisions Employee and Claims and  Restructuring Total
in CHF 000 termination benefits litigation
Balance on 1 April 2004 3’507 883 138 4’528

Additional provisions 448 448
Unused amounts reversed 0 0
Net movement in discontinued operations (160) (599) (120) (879)
Provisions associated with assets held for sale (2’015) (166) (18) (2’199)
Utilized during the year (260) (62) (322)
Conversion differences (66) (66)

Balance on 31 March 31 2005 1’454 56 0 1’510

Balance on 1 April 2005 1’454 56 0 1’510

Additional provisions 275 1’820 2’095
Unused amounts reversed 0 0
Utilized during the year (346) (346)
Conversion differences 19 9 28

Balance on 31 March 2006 1’402 1’885 0 3’287
The timing of payment of provisions is not contractually fixed and by experience expected to occur within
one year.
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31.3.2006 31.3.2005
CHF 000 CHF 000

9. Other current liabilities 
Advances from customers 476 1’200
Accruals and deferred income 11’756 7’986
Other payables 1’680 4’126

Total 13’912 13’312

2005/06 2004/05
CHF 000 CHF 000

11. Derivative financial instruments
Cash flow hedges:
Fair value of interest rate hedge 0 3’310
Fair value of currency overlay 
Management USD/EUR 0 221
Fair value of currency options 31 92

Total 31 3’623  

The interest rate hedging as well as the currency overlay program were terminated in
March 2006 since the underlying risks are not significant for LEM after the sale of the
Instruments segment.

2005/06 2004/05
CHF 000 CHF 000

12. Financial Debt
Borrowings in:
JPY 632 1’195 

Total 632 1’195  

The loan in JPY carries an interest rate of 1.25% and is due for repayment until 
31 March 2008.

The proceeds from the sale of the discontinued businesses allowed to repay the out-
standing short-term loans in Switzerland.



40

N
O

T
E

S
 T

O
 T

H
E

 C
O

N
S

O
LI

D
A

T
E

D
 F

IN
A

N
C

IA
L 

S
TA

T
E

M
E

N
T

S

13. Equity 
Share capital
On 31 March 2006, the share capital amounts to CHF 600’000 divided into
1’200’000 fully paid-up registered share with a nominal value of CHF 0.50 each. 

As decided by the Shareholders’ meeting on 1 July 2005 the capital was reduced
from CHF 30 million by a repayment of CHF 29.4 million to the shareholders in Sep-
tember 2005. At the same time the number of shares was increased by splitting the
existing shares in a relation 1:4. 

There is no authorised or conditional share capital.

Movement of treasury shares Number Average price Total in
of shares in CHF CHF 000

Balance on 1 April 2004 55’508 3’758

Puchase at cost 22’612 76 1’723
Sales and transfers (39’736) 72 (2’850)
Realised gain (loss), net – 
transfered to reserves 58

Balance on 31 March 2005 38’384 2’689

Balance on 1 April 2005 38’384 2’689

Puchase at cost 0
Sales and transfers at cost (38’384) 70 (2’689)
Realised gain (loss), net 1’369
Transfer to retained earnings (1’369)

Balance on 31 March 2006 0 0
The number of shares reflects the number after the share split.

Reserves and retained earnings
Reserves and restricted earnings include reserves required by local law or the articles
of incorporations in order to give creditors an added measure of protection from the
effects of losses. They also include any amounts received in excess of the par or
stated value of registered shares issued.

2005/06 2004/05
CHF 000 CHF 000

14. Minority Interests 123 63

There were no changes in minority interests in the current financial year.
The minority interests correspond to 10% in TVELEM held by local management. 

15. Other expense
Loss on sales of fixed assets 23 113
Miscellaneous 131 128 

Total 154 242  

16. Other income
Royalties 3 164
Recharged R&D participation 37 106
Miscellaneous 587 620

Total 627 890
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2005/06 2004/05
CHF 000 CHF 000

17. Net Financial Expenses
Financial Income (282) (234)
Interest Expenses (incl. cash discounts) 1’124 1’998
Foreign Exchange losses (gains) (80) 886
Net result of derivative financial instruments:
– interest rate hedging 1’059 216
– foreign exchange hedging 2’941 (690) 

Total 4’762 2’176 

The net financial expenses relate to the continuing operations.

The use of derivative financial instruments was reviewed in March 2006 in the frame
of financial risk management.

18. Income Taxes 
Amounts charged (credited) in 
the income statement are as follows:
Current income taxes 3’905 5’231
Reimbursement of current tax of prior year (247) 0
Deferred income taxes (1’992) (628)

Total income tax expenses 1’666 4’603 

Since the Group operates globally, it is liable for income taxes in many different tax
juridisctions. Significant judgement is required in determining the provision for income
taxes. There are many transactions and calculations for which the ultimate tax deter-
mination is uncertain during the ordinary course of business. Differences between the
final tax outcome and the amounts that were initially recorded impact the income and
deferred taxes in the period in which such determinations are made.

The group calculates its average expected tax rate as a weighted average of the tax
rates in the tax jurisdictions in which the Group operates.

The Group’s effective tax rate differs from the Group’s average expected tax rate as
follows:

2005/06 2004/05

Group’s average expected tax rate 33% 45%
Tax effect of
– income not taxable
– expenses not deductible
– tax refunds from prior years –3%
– consideration of tax losses carried forward –15% –5%
Group’s effective tax rate 15% 40%

The variation in the Group’s average expected tax rate is caused by changes in 
volumes, product mix and profitability of the Group’s subsidiaries in the various juris-
dictions, as well as changes in applicable statutory tax rates.

The Group’s low effective tax rate for 2005/06 is due to the capitalization of tax
losses carried forward as deferred tax assets to the extent that realization of the
related tax benefit is probable. Deferred income tax liabilities have not been estab-
lished for withholding and other taxes that would be payable on the un-remitted earn-
ings of certain foreign subsidiaries, as such amounts are currently regarded as
permanently reinvested. 



42

N
O

T
E

S
 T

O
 T

H
E

 C
O

N
S

O
LI

D
A

T
E

D
 F

IN
A

N
C

IA
L 

S
TA

T
E

M
E

N
T

S

2005/06 2004/05
CHF million CHF million

Tax Losses carried forward 
not recognized in the balance sheet
Expiration in the next 10 years 0 0.4
Expiration 2020 0 9.3
Without date of expiration 0.2 0.4

Total 0.2 10.1 

19. Earnings per share 
Basic earnings per share 
Basic earnings per share is calculated by dividing the net earnings attributable to the
shareholders by the weighted average number of shares outstanding.

For comparison reasons 2004/05 figures are expressed considering the share split of
1:4 of September 2005.

2005/06 2004/05

Net earnings for the year (CHF 000) 24’949 264 

Ordinary shares (after split of 1:4) 1’200’000 1’200’000
Treasury shares (17’960) (46’944)
Weighted average number 
of shares outstanding 1’182’040 1’153’056

Earnings per share – basic (CHF) 21.11 0.23 
– continued business 7.65 5.98 
– discontinued business 13.46 (5.75)  

Deferred income tax assets and liabilities Current Tax losses Other Total
In CHF 000 Assets carried temporary

forward differences

Deferred Tax assets 185 1’552 336 2’073
Deferred Tax liabilities (1’428) (1’428)

Net deferred tax assets (liabilities) on 31 March 2006 (1’243) 1’552 336 645

Net deferred tax assets (liabilities) on 1 April 2005 (1’283) 0 (545) (1’828)

Credited (charged) to income statement 40 1’460 881 2’381
Credited to equity 0
Translation differences 92 92

Net deferred tax assets (liabilities) on 31 March 2006 (1’243) 1’552 336 645

Net deferred tax assets (liabilities) on 1 April 2004 (2’126) 473 (1’653)

Credited (charged) to income statement 503 (1’018) (515)
Reclassified as liabilities associated with assets held for sale 328 328
Credited to equity 0
Translation differences 12 12

Net deferred tax assets (liabilities) on 31 March 2005 (1’283) 0 (545) (1’828)
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Diluted earnings per share
For the calculation of diluted earnings per share, the weighted average number of
shares outstanding is adjusted to assume conversion of all diluted potential shares.

2005/06 2004/05

Net earnings 24’949 264

Weighted average number 
of shares outstanding 1’182’040 1’153’056
Executive stock option plans 22’229 0
Adjusted weighted average number 
of shares outstanding 1’204’269 1’153’056

Earnings per share – diluted (CHF) 20.72 0.23
– continued business 7.51 5.98
– discontinued business 13.21 (5.75) 

20. Impairment of goodwill
Goodwill is allocated to the cash generating units identified which are determined on
a legal entity basis.

The recoverable amount has been determined based on value in use calculations. 

These calculations use cash flow projections based on financial business plans and
budgets approved by management. 

The basis of the key assumptions is market growth. Operating costs are based on
past performance. The discount rate applied to cash flow projections is pre-tax and
reflects specific risks relating to LEM and was determined at 8.0%.

The entire goodwill of LEM Group is from the acquisition of NANA in 2000/01 and is
allocated to cash generating legal unit NANALEM KK.

No impairment loss resulted from the impairment test of goodwill.

31.3.2006 31.3.2005
CHF 000 CHF 000

21. Staff cost 
Salaries and wages continuing operations 44’863 43’298
Salaries and wages discontinued operations 0 23’102

Number of employees at the end of the financial year
Continuing 701 696
Discontinued 0 331

2005/06 2004/05

CHF 000 CHF 000
22. Acquisiton of companies 
Purchase of minority interest in TVE (39%) 0 264

Total 0 264

In the year 2005/06 no acquisitions were made.
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23. Related parties 
Associated companies:
There have been no transactions between the companies of the Group and the asso-
ciated company Qualimatest SA before its divestment in September 2005.

Directors of the Board and Senior Management:
The fees to the Board and the remuneration of Senior Management are further
explained in the section Corporate Governance.

The following remunerations have been accounted for:
Short-term employee benefits 5’664
Post-employment benefits 0
Termination benefits 48
Share based payments 508
Total remuneration 6’220

No loans have been granted to members of the Board of Directors and Senior 
Management or their families.

31.3.2006 31.3.2005
CHF 000 CHF 000

24. Contingent liabilities
Total guarantees for credits of subsidiaries 7’324 8’745
Total guarantees to third parties 1’455 1’717 

Total off balance sheet liabilities 8’779 10’462

Continuing operations
Total guarantees for credits of subsidiaries 7’324 7’135
Total guarantees to third parties 1’455 1’435

Total continuing 8’779 8’570

Discontinued operations
Total guarantees for credits of subsidiaries 0 1’609
Total guarantees to third parties 0 282

Total discontinued 0 1’892

On 31 March 2006 the Group had contigent 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 oper-
ates. 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.

31.3.2006 31.3.2005
CHF 000 CHF 000

25. Operating leasing liabilities
Total 151 496
Less than 1 year 0 298
Between 1 and 5 years 151 198
Beyond 5 years 0 0
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The BoD re-introduced a stock option plan for the management team and the direc-
tors in 2005. The plan is based on the share capital composed of 1’200’000 shares.
Each option gives the right to buy one share at the pre-determined exercise price,
which corresponds to the share price on the last day of the financial year. The vesting
period is two years.

No options are exercisable as of 31 March 2006.

The fair value of the options was calculated using the “Hull-White” model using the
following parameters: 
– expected volatility (based on historical volatility): 36%
– risk free interest rate: 2.54%
– dividend yield: 2.35%

Due to the share split in September 2005, the number of options under all share
option programs was adjusted by the factor of 4.8135.

27. Interests in joint-ventures
The Group sold its participation in the real estate company CTN SA in 2005.

CTN SA sold its assets on 30 March 2005 and the liquidation of the joint venture is
reflected in the segment real estate in discontinued business.

LEM holds no participation in joint venture companies on 31 March 2006.

26. Stock options plans 
2004/05 Grant Quantity Quantity Quantity Quantity Quantity Exercise Exercise Exercise

Date options options options options options price period period
outstanding issued forfeited exercised 31 March in CHF from until
1 April 2004 2005

SOP 2000/01 1.4.2001 36’807 0 (1’516) 0 35’291 84.14 1.4.2003 31.3.2011
SOP 2001/02 1.4.2002 6’788 0 (856) (1’712) 4’220 58.17 1.4.2004 31.3.2012
SOP 2004/05 31.3.2005 0 2’628 0 0 2’628 77.18 1.4.2007 31.3.2015
Total 43’595 2’628 (2’372) (1’712) 42’139

2005/06 Grant Quantity Quantity Quantity Quantity Quantity Exercise Exercise Exercise
Date options options options options options price period period

outstanding issued forfeited exercised 31 March in CHF from until
1 April 2005 2006

SOP 2000/01 1.4.2001 35’291 0 0 (35’291) 0 84.14 1.4.2003 31.3.2011
SOP 2001/02 1.4.2002 4’220 0 0 (4’220) 0 58.17 1.4.2004 31.3.2012
SOP 2004/05 31.3.2005 2’628 0 0 0 2’628 77.18 1.4.2007 31.3.2015
SOP 2005/06 1.4.2005 0 40’658 (2’406) 0 38’252 77.18 1.4.2007 31.3.2015
Total 42’139 40’658 (2’406) (39’511) 40’880
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28. Retirement benefit obligations
The Group considers its Swiss pension fund a defined benefit plan. The Group spon-
sors this defined benefit plan in Switzerland, which provides benefits primarily based
on years of service and level of compensation in accordance with local regulations
and practices.

The components of net pension expense for the defined benefit plan are included in
the profit and loss account and are as follows:

2005/06 2004/05
CHF CHF

Service cost 2’433’199 2’592’838
Interest cost 851’616 816’751
Expected return on plan assets (1’125’503) (1’037’920)
Employee contributions (980’695) (1’068’929)

Total 1’178’617 1’302’740 

The following tables provide a reconciliation of the changes in the net benefit obliga-
tion as of 31 December, 2005:

31.3.2006 31.3.2005
CHF CHF

Net projected benefit obligation beginning 
of the year 944’294 1’822’801
Expected service cost 1’302’741 1’226’930
Employer contributions (1’313’330) (1’313’330)
Loss (gain) on actual return of plan assets 406’997 (167’364)
Actuarial gains (2’412’817) (624’743)

Projected benefit (asset)/ (1’072’115) 944’294
obligation end of the year

31.3.2006 31.3.2005
CHF CHF

Projected benefit obligation 24’331’869 23’335’747
Plan assets (25’403’984) (22’391’453)
Projected benefit (asset)/ 
obligation end of the year (1’072’115) 944’294
Unrecognized net actuarial losses 0 (944’294)
Unrecognized asset due to limit 
in IAS19§58(A) 1’072’115 0

Asset/liability recognized 0 0
in the balance sheet 

Actual return on plan assets for 2005/06 was 630’923 CHF.

The principal assumptions used in determining the pension benefit obligation are as
follows:

2005/06 2004/05

Discount rate 3.50% 3.50%
Salary increases 1.50% 1.50%
Pension increases 0% 0%
Expected return on plan assets
– Equities 7.00% 7.00%
– Bonds 3.50% 3.75%
– Other assets 2.50% 2.50%
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29. Scope of Consolidation
Full consolidation Country Currency Share Capital Participation

Europe
LEM Belgium sprl-bvba Belgium EUR 3’600’000 100%
LEM Deutschland GmbH Germany EUR 75’000 100%
LEM France Sàrl France EUR 240’000 100%
LEM Holding SA Switzerland CHF 600’000 100%
LEM Italia Srl Italy EUR 25’000 100%
LEM SA Switzerland CHF 8’500’000 100%
LEM UK Ltd Great Britain GBP 2 100%
TVELEM Ltd Russia RUB 200’000 90%

North America
LEM Holding Inc. USA USD 50 100%
LEM USA Inc. USA USD 150’000 100%

Asia
Beijing LEM Electronics Co. Ltd China CNY 20’211’273 100%
LEM Malaysia Sdn Bhd* Malaysia MYR 50’000 100%
NANALEM KK Japan JPY 16’000’000 100%
*In liquidation.

30. Events after the balance sheet date
There were no events subsequent to the balance sheet day that require adjustment
to or disclosure in the financial statements.

31. Changes in accounting estimates
During the financial year, certain accounting estimates were revised which led to
additional provisions and accruals for receivables, inventories, and personnel com-
pensation.

The implementation of the changes reduced the operating earnings by CHF 1.9 million.
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Report of the group auditors to the Annual Shareholders’ Meeting

of LEM Holding SA

As group auditors, we have audited the consolidated financial statements (bal-

ance sheet, profit and loss account, cash flow statement, statement of changes 

in equity and notes) on pages 27 to 47 of LEM Holding SA for the year ended 

31 March 2006. The consolidated financial statements as of 31 March 2005 were

audited by other auditors whose report dated 10 June 2005 expressed an unqua-

lified opinion on those statements. 

These consolidated financial statements are the responsibility of the Board of

Directors. Our responsibility is to express an opinion on these consolidated finan-

cial statements based on our audit. We confirm that we meet the legal require-

ments concerning professional qualification and independence.

Our audit was conducted in accordance with Swiss Auditing Standards and Inter-

national Standards on Auditing (ISA), which require that an audit be planned and

performed to obtain reasonable assurance about whether the consolidated finan-

cial statements are free from material misstatement. We have examined on a test

basis evidence supporting the amounts and disclosures in the consolidated finan-

cial statements. We have also assessed the accounting principles used, signifi-

cant estimates made and the overall presentation of the consolidated financial

statements. 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 flows in accordance

with International Financial Reporting Standards (IFRS) and comply with Swiss law.

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

Geneva, 16 May 2006

Ernst & Young Ltd

Laurent Bludzien

(in charge of the audit)

Fredi Widmann
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LEM Holding SA
Statutory Accounts
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Assets Notes 31.3.2006 31.3.2005
CHF CHF

Current assets
Cash 8’836’506 3’405’630
Treasury shares 1 0 2’688’678
Group debtors 2’399’894 2’266’487
Sundry current assets 396’133 1’685’945
Sundry current assets, Group 610’217 72’698

Total current assets 12’242’750 10’119’438

Fixed assets
Group loans 4’122’625 10’719’293
Investments in subsidiaries 2 49’496’981 86’094’609
Intangible assets 121’845 207’254

Total fixed assets 53’741’451 97’021’156

Total assets 65’984’201 107’140’594

Liabilities & Equity Notes 31.3.2006 31.3.2005
CHF CHF

Current liabilities
Bank borrowings 1’177 26’738’683
Current liabilities 2’796’380 996’797
Group current liabilities 3 10’758’042 11’478’973

Total current liabilities 13’555’599 39’214’453

Equity
Share capital 4 600’000 30’000’000
General reserve 5 37’484’959 31’532’282
Reserve for treasury shares 1 0 2’688’678
Retained earnings 3’705’181 7’345’962
Net earnings of the period 6 10’638’462 (3’640’781)

Total equity 52’428’602 67’926’141

Total liabilities & equity 65’984’201 107’140’594
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Income Notes 2005/06 2004/05
CHF CHF

Dividends 1’156’970 4’086’919
Interest income on 
inter-company loans 322’347 373’528
Other financial income 58’396 19’113
Central services to the Group 2’036’236 1’949’904
Sundry income 0 22’691
Foreign exchange gains 3’100 294’927
Gain on sale of treasury shares 2’190’294 58’251
Decrease of provision for loss 
on investments in subsidiaries 2 0 932’911
Gain on divestment 26’040’485 0

Total income 31’807’828 7’738’244

Expenses Notes 2005/06 2004/05
CHF CHF

Office and administration expenses 2’269’295 4’929’613
Financial expenses 5’302’132 1’643’832
Foreign exchange losses 544’490 8’230
Loss on investments in subsidiaries 298’870 290’000
Increase of provision for 
loss on investments in subsidiaries 0 4’462’000
Expense on divestment 12’762’433

Total expenses 21’177’220 11’333’675

Net earnings (loss) before taxes 10’630’608 (3’595’431)
Taxes 7’854 (45’350)

Net earnings (loss) 10’638’462 (3’640’781)
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1. Own shares 31.3.2006 31.3.2005
CHF CHF

The company holds no treasury shares 0 2’688’678
(9’596 shares on 31.03.2005).
The provision for treasury shares 
was dissolved.

2. Investments in subsidiaries 31.3.2006 31.3.2005
CHF CHF

Historical cost 49’496’981 95’556’609
Provision for loss 
on the investment in CTN SA 0 (9’462’000)
Total 49’496’981 86’094’609

3. Group current liabilities 31.3.2006 31.3.2005
CHF CHF

Inter-company loans 10’382’941 10’047’455
Inter-company current liabilities 
and accruals 375’101 1’431’518
Total 10’758’042 11’478’973

4. Important shareholders according to 31.3.2006 31.3.2005
art.663c of the Swiss company law Shares in% Shares in%

Shareholder with ownership above 5%: 
M. Werner Weber 212’300 17.69% 38’500 12.83%
Chase Nominee Fiduz. 149’717 12.48%
Sarasin Investment Fund 119’090 9.92% 30’000 10.00%
Threadneedle Ltd* 120’600 10.05%
POWE Capital Management* 60’720 5.06%
Treasury shares – 0.00% 9’596 3.20%
Other registered shareholders 
with less than 5% 344’818 28.73% 125’164 41.72%
Non registered shareholders 192’715 16.06% 96’740 32.25%
Total number of shares 1’200’000 100% 300’000 100%
*according to notifications of non-registered shareholders

5. General reserve 31.3.2006 31.3.2005
CHF CHF

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

6. Disposable earnings 31.3.2006 31.3.2005
CHF CHF

Retained earnings on 1st April 3’705’181 7’345’962
Net earnings (loss) of the period 10’638’462 (3’640’781)
Disposable earnings 14’343’643 3’705’181

7. Obligations according to art. 663b
of the Swiss company law 31.3.2006 31.3.2005

CHF CHF
Guarantees in favour of third parties 
on behalf of subsidiaries Deposits 20’649’453 22’069’625
as collateral for interest rate hedges 0 3’062’663

Dispositions regarding the dividend payment
The Board of Directors proposes the distribution of an ordinary dividend of CHF 2.50
per share, supplemented by an extra-ordinary dividend of CHF 7.50 per share.

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).

Basis and methods of valuation

The current assets and liabilities and the

inter-company loans are valued at the

exchange rate of 31 March.

The foreign exchange gains and losses

are recorded in the profit and loss ac-

count. The investments in subsidiaries

are valued at acquisition cost less ad-

justments for impairment of value.
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LEM Holding SA

Report of the statutory auditors to the Annual Shareholders’ Meeting 

of LEM Holding SA

As statutory auditors, we have audited the accounting records and the financial

statements (balance sheet, profit and loss account and notes) on pages 50 to 52

of LEM Holding SA for the year ended 31 March 2006. The financial statements as

of 31 March 2005 were audited by other auditors whose report dated 30 May

2005 expressed an unqualified opinion on those statements. 

These financial statements are the responsibility of the Board of Directors. Our

responsibility is to express an opinion on these financial statements based on our

audit. We confirm that we meet the legal requirements concerning professional

qualification and independence.

Our audit was conducted in accordance with Swiss Auditing Standards, which

require that an audit be planned and performed to obtain reasonable assurance

about whether the financial statements are free from material misstatement. We

have examined on a test basis evidence supporting the amounts and disclosures

in the financial statements. We have also assessed the accounting principles

used, significant estimates made and the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the accounting records and financial statements and the proposed

appropriation of available earnings comply with Swiss law and the company’s arti-

cles of incorporation.

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

Geneva, 16 May 2006

Ernst & Young Ltd

Laurent Bludzien

(in charge of the audit)

Fredi Widmann
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S Number of registered shareholders
Shares 31 March 2006 31 March 2005
0 – 499 296 273
500 – 4 999 67 142
5 000 – 49 999 16 37
50 000 and more 3 3
Total 382 455

Shareholders by category
In % 31 March 2006 31 March 2005
Institutional shareholders 32.5 22.5
Private individuals 36.3 42.1
of which:
LEM employees, managers and Board 1.4 3.3
Treasury shares 0 3.2
Non-registered shares 31.2 32.2
Total 100.0 100.0

Major shareholders (top 5 Investors)
In % 31 March 2006 31 March 2005
Werner O. Weber 17.69 12.83
Chase Nominees Ltd 12.48 N.A.
Threadneedle Asset Management Holdings Ltd 10.051 N.A.
Saraselect 9.92 10.0
POWE Capital Management LLP 5.061 N.A.

Share price data Share information 
Symbol LEHN
Listing SWX
Nominal value CHF 0.50
ISIN CH0022427626
Swiss Security Number (Valor) 2’242’762

In CHF FY 2005/06 FY 2004/05
Number of shares
(after split 1:4) 1.200.000 1.200.000
Year high 160.0 81.552

Year Low 78.532 39.062

Year End 154.0 77.182

Average daily trading volume (shares) 2.895 1.251
Earnings per share 21.11 0.23
Ordinary dividend per share 2.503 nil
Extraordinary dividend per share 7.503 nil
Capital Repayment per share 0 24.5
Market capitalization as at 31 March 184.8 111.5
(in CHF million)

Financial calendar: The financial year runs from 1 April to 31 March.
30 June 2006 Annual Shareholders’ Meeting, 

OPI Skycom, Geneva Airport
7 August 2006 First quarter results 2006/07 
17 November 2006 Half-year results 2006/07 
7 February 2007 Nine months results 2006/07 
5 June 2007 Year-end results 2006/07

Contact
Mr Heinz Stübi (Interim CFO)
Tel. (+ 41) 022 706 12 30
e-mail: hst@lem.com

1Shareholdings of Treadneedle 
Asset Management Holdings Ltd 
and POWE Capital according to 

their communication of shareholding.
2after retroactive adjustment 
to reduction of share capital 

(source Bloomberg)
3proposal of the BoD to the 

Shareholders’ meeting
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LEM is a global player with production

plants and development centers in

Geneva (Switzerland), Beijing (China)

and Machida (Japan) as well as adapta-

tion centers in Russia and USA. The

company has sales offices at any loca-

tion of its clients and offers seamless

service around the globe.

For a complete list of subsidiaries, 

offices and representatives, refer to

www.lem.com > Contact > Subsidiaries

& representatives

Beijing LEM Electronics. Co. Ltd.
No1, Standard Factory Buildings
Sector B, Airport Industrial Area
CN-101300 Beijing
> Jean Hinden

LEM Belgium sprl-bvba
Route de Petit-Roeulx 95
B-7090 Braine-le-Comte
> Paul Leens

LEM Deutschland GmbH
Frankfurter Strasse 74
D-64521 Gross-Gerau
> Martin Hoffmann

LEM France Sarl
La Ferme de Courtaboeuf
avenue des Indes 19
F-91969 Courtaboeuf Cedex
> Paul Leens

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

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

LEM UK Ltd.
West Lancs Investment Centre
Maple View
White Moss Business Park
UK-Skelmersdale WN8 9TG, Lancashire
> Paul Leens

LEM Holding USA Inc.
6643 West Mill Road
USA-Milwaukee-Wisconsin 53218
> Paul Van Iseghem

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

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

TVELEM
P.O. Box 18
Marshal Budionny Str 11 
RU-170023, Tver
> Alexander Semenov

LEM Holding SA
chemin des Aulx 8
CH-1228 Plan-les-Ouates/Genève
> Paul Van Iseghem
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At the heart of power electronics

Annual Report
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Postal address
LEM Holding SA
P.O. BOX 785
CH – 1212 Grand-Lancy 1

Visitors’ address
LEM Holding SA
8, chemin des Aulx
CH – 1228 Plan-les-Ouates
Phone +41 22 706 11 11
Fax +41 22 794 94 78
www.lem.com




