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* 1999/00 corresponds to an annualisation of 15 months

Share price evolution

LEM Group in kCHF 1999/00* 2000/01 2001/02

Consolidated Sales 129’564 188’452 163’740

Operating Earnings 6’184 19’522 5’702

Net Earnings 3’185 9’235 1’938

Cash-Flow (Net earnings + depreciation) 10’233 18’464 9’899

Equity 78’415 90’734 76’122

Net Debt/Equity 0.73 0.61 0.87

ROE (Return on Equity) 4.1% 10.9% 2.3%

Personnel end of the year 722 910 928

Earnings per Share (CHF) 10.62 30.78 6.46

Market Capitalisation 31.3. 72’300 121’500 84’000

LEM R VONTOBEL-DATASTREAM SMALL COS. - PRICE INDEX
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Electricity is a fundamental building block in the global economy as well as

being an important driving force for most of the improvements of our daily

lives. In the industrialised world, a major concern is to optimise the con-

sumption of electricity in terms of quality and quantity, while in all other

regions the priority is to build and secure infrastructure.

LEM’s mission is to invent and provide efficient solutions for measuring

electrical parameters, thereby making a significant contribution to effective

control of electricity supply and usage. It is an area that provides substantial

growth opportunities for the future.

Our keys to success are innovation and exemplary customers relations, based

on operational excellence. The Board has reviewed and discussed intensive-

ly the business plan that addresses high value market segments and defines

aggressive and realistic objectives to give us a solid basis for strong, sus-

tained growth. Nevertheless, we have to accept that the extraordinary eco-

nomic slowdown should not obscure the fact that LEM possesses exception-

al capacities and potential. There is no doubt that LEM has the ability to reap

above average benefit from the recovery of market demand. The internal

process of continuous improvement and development of market-attractive

products continues as it should.

With a clearly defined business focus and solutions that support customers in

their efforts to save energy, LEM is positioned to play a key role in achiev-

ing sustainable development. Moreover, the company aims to continuously

increase its value for all its Stakeholders by striking a well-judged balance

between the economic, environmental and social impacts of our activities.

The outstanding efforts that people have made to understand and align our

Corporate Values created a visible positive LEM spirit that pervades the

company world-wide. This and the importance of significant improvements

of LEM’s profitability helped also to strengthen the Board's interactions with

Executive Management in focusing on priorities. A further desirable outcome

would be to enhance and elevate LEM's profile in the community.

While the prospects are undeniably positive, weak market demand has made

this a difficult year for the LEM Group. EBIT was reduced by 71% to MCHF

5.7 and net earnings were down 80% to MCHF 1.9. This was also reflected

in LEM’s stock market performance. LEM shares fell 31% compared to the

Swiss market average of 20%. In accordance with our dividend policy, the

Board proposes a dividend of CHF 3.00 per share.

On behalf of the Board, I would like to thank LEM people for their special

efforts and commitment in testing circumstances.

Thank you, LEM Shareholders, for your continuing support. We look for-

ward to sharing with you the results of successful growth in the near future.

Fritz Fahrni

Chairman's letter

Fritz Fahrni
Chairman of the Board

With its clearly defined
business focus LEM is posi-
tioned to play a key role in
achieving sustainable devel-
opment. Its solutions support
customers in their efforts to
save energy ”

”
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Message CEO

LEM’s broad know-how,
directed by a targeted

policy, explains our first
contract signings in the
automotive industry.

Patrick De Bruyne
Chief Executive Officer

(CEO), LEM

F Friday, 1st March. The newspaper headline reads “Upturn. KOF’s

business barometer confirms a turnaround”. Let’s hope that the

KOF* has got it right… Our electronic power markets have suffered

throughout this fiscal year. After excellent results in 2000, we have revert-

ed to the growth curve of previous years.

Demand down in an uncertain business climate

Much has been said about the current business climate. At LEM it has

meant a 30% reduction in sales of industrial components. The demand for

industrial drives has fallen sharply in response to overstocking. The mar-

ket for power supply, so dependent on telecommunications and IT appli-

cations – notably Internet – fell 33% in a year. The semiconductor indus-

try supplying these same sectors reports a fall of 40%. On the other hand,

the situation for electrical traction is clearly better. Medium- and long-term

projects have been maintained, sustaining an 11% growth for the compo-

nents concerned. Instrumentation has also held up well, given its critical

importance for optimising infrastructure. Orders for the second half have

been good despite uncertainty following the events of September 11th.

Preparing for the upturn

While strenuous efforts to contain costs have allowed us to keep our gross

margin intact, they could not entirely compensate for the effects of reduced

sales. So business has been carried out under extreme pressure and the

operating results are disappointing. At this year’s AGM, the Board of

Directors will propose that there should be a dividend of only CHF 3.00

since the Group needs all its financial and human resources in order to be

ready and able for the pick-up in the markets. If the Management has cut

all non-essential spending, however, it has kept research and development,

quality control and customer interface at full strength. These elements play

a crucial role in our future success. Neglect them and we would be obliged

to improvise once the upturn arrives. At huge cost and for uncertain results.

It is not an option for the company or its stakeholders.

Technological innovation at the service of our customers

Our policy rests on the assumption that there will be a vigorous upturn in

LEM’s markets in the next months. It is a fair assumption. Electrical ener-

gy is one of the mainstays of economic development. Its operation and

systems’ optimisation depend on accurate measurement and precise analy-

sis – our specialties. We know our client’s applications; we understand and

can anticipate their needs. Whether a single product or a complete system,

we offer them solutions to capture signals, analyse and visualise data and

help them make decisions. Working with our local teams of specialists, the

customer chooses the optimisation measures that best suit his circum-

stances. So, now and in the future, success is all about innovation. The

value of a company depends on its order book plus its ability to innovate.

The strategic planning that we have recently finalised highlights a number

of opportunities for major growth. We will capitalise on those opportuni-

ties by exploiting our latest measurement technologies to produce trans-

ducers that are tailor-made for industrial markets and establish our current 

* Swiss Institute for Business Cycle Research

”

”
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probes as the accessories of reference for

measurement and diagnostics. Other oppor-

tunities for growth include railway network

security systems, process automation gener-

ally and high current control in electrochem-

istry. LEM’s broad know-how, directed by a

targeted policy, explains why we have won

our first contract in the automotive industry,

a sector where we aim to be the preferred

partner for current measurement.

Highly favourable outlook

According to the experts, the next decade will see a growth rate of 20% and

more in the sectors of power management : industry, household appliances,

IT installations and automotive electrical power. In the instruments sector,

our regularly updated product range gives us a secure base from which to

grow. In particular, electricity distribution offers us very positive prospects.

By deregulating utilities, industrialised countries have put electricity suppli-

ers in competition, forcing them to optimise their relationships with ever

more demanding customers by proposing differentiated services. It’s up to us

to provide them with the tools that enable them to compete effectively. As for

the less-industrialised countries, their growth rate should – again according

to the experts – easily surpass that of OECD countries in the next ten years.

Such a development implies mastery of the electricity distribution grid in

order to provide consistent supply and product quality. We have been present

for years in key regions, notably in Asia and South America, earning our-

selves privileged positions through local partnerships with extremely compe-

tent specialists.

A winning hand

The most interesting opportunities are open to the company that can sup-

ply complete solutions backed up by coherent software and well-articulat-

ed training, installation and implementation services. It is certainly the

way we choose to go. Our solutions must, however, cover the whole range

of electrical distribution voltages. Otherwise, we are obliged to revert to a

strategy of technically state-of-the art niche marketing, which we already

know has limited potential. 

Expertise and synergy: getting our share of growth

LEM’s strategy is based on knowledge acquired from all the markets for

which we propose solutions. What we already know could prove decisive

in the markets we are entering, particularly the preventive maintenance

sector which has big growth potential. The synergies that come from the

free circulation of know-how within our group will allow us to signifi-

cantly improve our margins. We are on the road to a new era of growth,

starting with internal growth fed by technology/marketing partnerships

together with a targeted acquisition strategy aimed at reinforcing our posi-

tion in priority technologies and markets.

New additions to the Power Quality
product range: measuring instruments
to locate the source of current pollution
and log power transmission
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The Executive Management Team: (from the left) David M. North, Patrick de Bruyne, Philippe Vedel, Eric S.
Wentz, Paul Van Iseghem, Kennerth Lundgren

Lift systems that are dynamic and 
versatile, thanks to the high 

performance of modern power
electronic components

Stakeholder value: getting the right balance

The question remains, how are we going get there? To my mind, it’s all a

question of balance. A healthy person has a good equilibrium between

mind, emotions and body. The same goes for humanity. Sustainable devel-

opment depends on the right balance – and trade-offs – between econom-

ic, environmental and social claims. Getting the balance right is no longer

a matter for argument, and these last months have painfully reminded us

of that. At LEM, we have been discussing the imperative need for balance

for some years now. To us, it translates into what we call our Triad: the

partnership between customers, shareholders and employees. In growing,

LEM aims to increase the value of the company for the benefit of each of

the three groups of partners. Dynamic balance is possible. We can only be

sure of getting the creativity and rigor we need to differentiate ourselves

from the competition by having qualified collaborators who match their

complementary skills in highly motivated teams. And we certainly want

our customers to distinguish us from our competitors! Income levels and

margins depend upon it, as does the durability of the company – all three

important considerations for our shareholders. In our eyes, the good bal-

ance of the Triad is a primary factor for success. So we take great care of

it, in particular by instilling our Corporate Values in all parts of the com-

pany and management processes.
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LEM employees worldwide

9

A s a positive contributor to sustainable development, LEM is both envi-

ronmentally and socially engaged.

• Environmentally, our company aims to develop clean technology,     

prevents waste and avoid contamination.

• Socially, LEM puts emphasis on people, promoting development 

through equity and partnership.

Our trump card, even before finance and technology, is our employees.

LEM's aspiration is to be close to our customers around the world in order

to be able to provide them with the best possible service has been a driv-

ing force in creating strong cultural diversity and large geographical dis-

persion. Cultural and professional diversity also provides fertile ground for

nurturing our corporate identity and the seeds of our creativity and inno-

vative capacity, which together constitute LEM's strongest competitive

advantage.

The following words from LEM's people on the subject of mobility and

freedom give an idea of how the LEM spirit flourishes around the globe.

Lucas Luisoni
Corporate Human Capital Manager

Geneva, Switzerland



In my current position, I cover France, Belgium and the Netherlands
working out of my "home office". It’s a way of working that allows me
to save time and be more autonomous in the interests of responding more
effectively to customer needs.

Yves Declerck
Sales Manager
Brussels, Belgium

The environment in which I work encourages individual decision-making,
and full support is given from my manager – regardless of outcome –
when a decision is made in good faith. I believe that such empowerment
of employees is one of the contributing factors to LEM's unique culture.
It allows the company to respond quickly - which is essential in a
competitive industry.

Joanne Richardson
Sales and Marketing Co-ordinator – Skelmersdale, United Kingdom

10

LEM employees worldwide

It is very motivating to work in an international team, with a friendly
atmosphere and cooperative colleagues. Something that you thought was very
difficult turns out to be simple and easy, when you look back on it, later on.
I had my first experience of skiing with LEM colleagues in Nagano.
Great fun! And a good way to help you to understand what "free" means.

Kaun Shu
Sales and Marketing assistant – Machida – Tokyo, Japan

Having a good job in LEM, I feel enriched! Going with LEM fellow
workers, I'm happy! Contributing to LEM’s growth, I develop myself
continuously! Joining LEM's crew, I feel proud, deeply!

Qun Fan Zhou 
Production supervisor
Beijing, China

In my position as a Sales Manager with LEM I particularly appreciate
that, within the scope of my defined objectives in the Business Plan, I am
able to act and innovate really independently. In our dynamic market
environment that’s extremely important.

Jürgen Göbelhaider
Sales Manager
Vienna, Austria
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In the short time I’ve been working for LEM, I have come to realise that
I’m part of a company that has a well-defined, long-term vision. As such,

it gives me the criteria and guidelines I need, to operate with freedom
and autonomy. 

Carlos P. Gonzalez
Sales Manager for Latin America

Lima, Perú

Over the last three years I have experienced new ways forward, visiting
other companies within the group. Dealing with everyone from

Production to the Managing Director and customers has made me a
stronger person. LEM is the way forward!

Carol Tombs
Cell Leader

Skelmersdale, United Kingdom

The flexible organisation of LEM allows us to work independently with
teams in many different countries. The guiding principles established in

LEM Values provide a unifying influence that transcends cultural
differences and allows us to achieve our objectives much faster than

many other organisations.

David E. Shepard
Marketing Manager

Grove City, United States of America

My job brings me fun and pleasure because I am expected to act inde-
pendently. This is not everywhere the case in Production.

Gabriele Bender
Assembler

Vienne, Austria

The trust of LEM management gives me the freedom to make my own
choices about how to achieve the goals that we have agreed upon. I am
lucky to have a free hand in selecting new collaborators. That way it is

possible to build and defend a work environment that suits all members of
the team by ensuring optimal effectiveness together with the motivation 

of personal development.

Hubert Blanchard
ASIC Development Manager – Geneva, Switzerland
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Beijing Dianyan El. Instruments Co Ltd*
N°1, Standard Factory Buildings
Sector B, Airport Industrial Area
CN-101300 Beijing
> Zhang Hu

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

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

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

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

LEM DynAmp Inc.*
3735 Gantz Road
P.O Box 489
USA-Grove City
Ohio 43123-1891
> Brad Seavoy

LEM ELMES
Bahnholfstrasse 15
CH-8808 Pfäffikon
> Peter Schalcher

LEM ELSIS SA*
Avenue Newton 8
ZI Nord
B-1300 Wavre
> Martin Hankar

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

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

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

> Managing Directors
* PDC (Production & Design Centre)

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

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

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

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

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

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

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

Hokuto KK
1-27-14 Morino, Machida
JP-1940022 Tokyo
> Toshio Ishida

NANALEM KK*
1-27-14 Morino, Machida
JP-1940022 Tokyo
> Masahiro Ashiya

Normet A/S
P.O. Box 155
N-1371 ASKER
> Petter Haavik

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

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

Group subsidiaries

Current transducers allow high
precision positioning of news

satellite observation stations by
means of motorised actuators
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Corporate Governance

T he SWX Swiss Exchange Directive on Corporate Governance enters

into force on 1 July 2002. SWX-listed companies are obligated to

comply with this Directive for the first time as of their 2002 financial

year (i.e. the fiscal year beginning either on 1 January 2002 or later). Owing

to the fact that only a draft of this Directive was available at the time the

annual report was compiled, certain aspects of the following information

could be at variance with the stipulations of the final Directive. LEM has

opted to publish this information, without legal obligation, for its 2001/02

financial year. 

Group Structure
All companies in the LEM Group are listed on page 12 in the annual report.
Important shareholders in LEM Holding SA with more than 5%
Shareholding are found on page 35 in the annual report. There are no
known shareholder agreements between shareholders. Neither are there any
contracts with third parties for management services. 

Share Structure
LEM Holding SA has a share capital of MCHF 30 composed of 300’000 reg-
istered shares with a nominal value of CHF 100 each. According to the arti-
cles of association, voting rights are restricted to 10% per shareholder. The
transfer of the shares is subject to no other restrictions. There is no authorised
or conditional share capital. On 31 March 2002, LEM Holding SA held
11’549 of their own shares. The shares for the stock option programs are pre-
sented in the own shares and are held in separate deposits.

Board of Directors 
The competences between the Board of Directors (BoD) and the management
(Executive Management Team, EMT) are fixed in organisational rules. The
BoD designates the members of the EMT. The CEO is member of the BoD.

The Board of Directors:

• Approves the mission, vision, strategy and 
structure proposed by the CEO; it oversees  
its  implementation.

• Selects/dismisses the CEO, approves  
selection/dismissal of the EMT members 
and direct reports of the CEO; it monitors 
the internal development of “high potentials”.

The Board of Directors: (from the left)
Robert Wyss, Josef von Rotz (Company

Secretary), Fritz Fahrni, Patrick De Bruyne,
Michel Mattacchini

Surname Fahrni De Bryne Mattacchini Wyss

First Name Fritz Patrick Michel Robert

Nationality Swiss Belgian Swiss Swiss

Profession Professor CEO Chairman Vice president
ETH/HSG LEM BCGE SWX

Executive no executive no no

Internal/external external internal external external

Other board Ammann Ind., BCGE
mandates Gerling Insur Parking

Consulting Mont-Blanc
Gretag, SAM Parking Cornavin

Priv. Eq. TéléGenève
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Corporate Governance

A presentation to financial analysts
at the SWX Swiss Stock Exchange

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

• Monitors the ethical and legal behaviour of LEM.

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

Annual assessments are done by the BoD  for

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

• HRM, especially co-worker satisfaction and succession planning,

• Customer satisfaction, Public and Investor Relations, 

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

• the Competitive Environment. 

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

Every second year the BoD approves a revised version of the strategic busi-
ness plan, whose implementation progress it monitors annually (incl. inno-
vation and knowledge management).  

No specific audit committee exists because of  the small size of the BoD. The
Group auditor presents a explanatory report to the BoD according to Swiss
federal law art. 729a, in which he comments on the execution and the results
of his audit. The BoD discusses this report with the Group auditor.

The BoD is composed of three members at a minimum who are elected at
the General Annual Meeting for a mandate of one year, which is renewable.
The BoD meets as often as it is necessary but five annual meetings are
planned in advance. Decisions can be taken by the board if half of the direc-
tors are present and a simple majority amongst them is sufficient.

Executive Management Team
The CEO (together with the EMT)
proposes to the BoD mission, vision,
strategy and structure and is - after the
approval -  responsible for the imple-
mentation through providing:

• the strategic leadership,

• the operational leadership,

• the relations with investors and    
the public,

Compensation and Share Holdings
Remunerations for the Board and the Executive Management Team are
fixed by the Board. Criteria for bonus systems and Stock Options Plan have
been validated by the Board. For the financial year 2000/2001, 3’270
options have been issued for the EMT and the BoD. One share per option
can be bought at CHF 405 from 1 April 2003 to 31 March 2011. For the

Surname De Bruyne Lundgren North Van Iseghem Vedel Wentz

First Name Patrick Kennerth David M. Paul Philippe Eric S.

Nationality Belgian Swedish British Belgian French American

Education MSc MBA PhD PhD MSc, MBA MSc, MBA

Age 53 36 60 55 42 54

Function CEO CFO President President President President
LEM LEM LEM LEM

Ventures Components Instruments Americas

With LEM since 1989 1992 1989 2000 2001 1990

Previous ABB Power HEME ITT Cannon Cuttler GE
companies Semiconductors International Vice  Hammer Medical

Vice President Ltd. President Sales Systems
Managing Engineering Director Manager

Director &Operations Europe Asia
Pacific



financial year 2001/2002, 1’326 options have been
issued for the EMT and the BoD. One share per
option can be bought at CHF 280 from 1 April 2004
to 31 March 2012. The attribution of stock options
and restricted shares is based on consolidated Group
ROE. The cash bonus is based on achieving targeted
consolidated EBIT less an interest charge for capital
employed.

Shareholders’ rights
There is a limitation in voting rights per shareholder to 10%. Exceptions can
be granted by the BoD. One or several shareholders who together hold 10%
of the share capital can also call for an annual general meeting. Shareholders
representing shares with a total value of at least MCHF 1 can also call for an
item to be put on the agenda. The calling for an annual general meeting or
for an item to be put on the agenda have to be done in writing by indicating
the topics of discussion and the proposals. At the General Annual Meeting
the shareholders can ask to be represented by an independent representative
who is Mr. Antoine Kohler, lawyer, 44 avenue Krieg, B.P. 45, CH-1211
Genève 17, Switzerland.

Dividend Policy
The pay-out ratio shall in normal circumstances tend to be 25% and in any
case not exceed 50%.

Change of Control and Defensive Measures
In accordance with art 32 in BEHG of the Swiss federal law, any share-
holder who exceeds 33,3% of the control of the company, will have to make
a public offer for all outstanding shares. The articles of association of the
company do not contain any exception to this rule. There is no particular
clause in the articles of association for change of control. If dismissed in the
case of a takeover, the EMT and the CEO will receive severance pay in rela-
tion to the number of years’ of service, with a maximum of 12 months’
salary. There are no other contracts or plans.

Auditors
The Group auditor was appointed in 1983. His mandate is renewed every
year. The current auditor has been in charge of the mandate since 1986. The
total cost of the Group audit is CHF 49’000,--. This company also receives
fees for tax advice to the Swiss companies of the Group amounting to CHF
12’665,--. The auditor also receives fees of CHF 52’000,-- for the audit of
two other Group companies.

Information Policy
LEM informs its shareholders on the business status and its results once
every quarter. After the first six months a half-year report is published. This
information as well as the annual report is distributed to all shareholders
registered in our share register and published to the public. Once a year
LEM organises a presentation to the media and to financial analysts.
Internal processes assure that  price sensitive facts are published without
delay in according with the disclosure rules of the SWX Swiss Exchange.

On the internet site www.lem.com a great deal of information is available
which might interest LEM shareholders.

15

Executive Directors and  Non Executive
Executive Management Team Directors

Number of shares held 4’295 863

Number of options held 3’565 1’031

Remuneration 1’613’583 99’776

Severance payments based on seniority, none
max 12 months salary

Additional consultancy fees none none
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One company
Three Business Areas
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2 001 was a mixed and difficult year for LEM Components. During the
second quarter, it became clear that the high levels of bookings and
billings registered in previous quarters could not be sustained. And

with the events of September 11th, it was evident that the upturn would be
further delayed. Our core Industrial business suffered most, given that it
relates to the general power electronics industry and GNP growth vectors.
Only recently did we begin to see an increase in bookings.

Global effort, regional contrasts
Our sales, engineering, production and service teams worldwide gave their
utmost to limit damage and identify new business opportunities. Their ded-
ication to LEM is evidence of our strong corporate culture and I would like
to thank the Components teams in Geneva, Machida, Beijing, Milwaukee,
Skelmersdale and our other offices around the world for their efforts.

A warm welcome for new products
Despite operating in an adverse business climate, we concluded the year
with gross margins sustained at 2000 levels, a healthy 10% growth for our
core Traction business and significant cost reductions resulting from pro-
duction and structural improvements. Geographical differences continued
in 2001, with China and Germany emerging as the strongest regions and
Japan as the weakest.

Other highlights include a series of improved products in the Industrial and
Traction segments and the launch of a third core business, Process
Automation, for which new product series and new partnerships have been
completed. This is the first major outcome of the new Strategic Business
Plan developed over the last year. 

Accelerating our global expansion, we apply external market and product
expertise in North America through a market and product partnership
agreement with NK Technologies of California while using internal
expertise to open up Chinese markets. In addition, we have successfully
launched the first Trackside products designed to address traction opera-
tors’ key concerns of safety and maintenance. The range will continue to
be further enhanced over the next period.

LEM Components

Our competitive
strength: to be close to

customers and their
applications.

Paul Van Iseghem
President of

LEM Components

”
”

LEM Components has 63% of sales and is the most
important business area of the LEM Group.
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Our know-how close to customers
With Current and Voltage Transducers as our core competence, we have
found new applications that will substantially expand our business scope. 
Our competitive strength is to be close to our customers and their applica-
tions. We apply several technologies: open loop, closed loop, fluxgate, ‘Eta’
and, more recently, the proprietary ‘PRIME’ technology in order to satisfy
market needs to measure and control currents and voltages. Our world-wide
market presence means we are now moving into global application and
product development synergies. In particular, our Chinese, Japanese and
North American operations gain significant new momentum from such co-
operative agreements. 

Focus on quality and lower costs
Our engineering and production centres concentrate on service, quality and
cost improvement programs to ensure our competitive position and enhance
the value of the LEM brand into the future. We continue to develop our
Beijing operation as a fully qualified LEM operation. All our plants gained
ISO 9000 approvals several years ago and they are now preparing to meet
much more advanced QS 9000 and ISO-TS 16949 standards. We also have
several 6 sigma projects underway with key customers. Additional engineer-
ing resources, including new ASIC chip design resources, have increased our
innovative capacity to address more technologies and designs while acceler-
ating time to market.

As a global leader in our industry, we are convinced that we are ready to take
full advantage of the projected market upturn in existing business areas and
that we can further expand and develop into new market segments thereby
ensuring sustained growth at levels well above the industry average.

Current transducers exist in various sizes (see picture
below). The are used to reposition the rotor blades of
wind turbines and at the point of power supply
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I t is a matter of pride to us that our products and services make a posi-
tive impact on the global economy by enabling people to optimise sup-
ply and use of electricity through accurate measurement and precise

analysis. In this area, LEM clearly wishes to position itself at the leading
edge thanks to service concepts that add value to our product offer.            

A truly global partner
Optimisation of transport infrastructure and electricity distribution answers
many needs. Following deregulation, electricity providers want to be able to
manage dealings and strengthen relationships with both customers and sup-
pliers. For some years now, we have been working in partnership with elec-
tricity companies and we have already demonstrated our competence and
know-how in projects in Belgium, Germany, Switzerland, France, Portugal
and elsewhere. Our Q-Wave and E-Wave systems are being installed direct-
ly into interconnecting nodes to give the user Internet access to real-time
data on electricity consumption, load curves and quality.

In other parts of the world, sustainable economic growth means being able
to control generating infrastructures as well as the transportation and dis-
tribution of electricity.  Our presence in Asia and Latin America, allows us
to offer a total environment of grid supervision and analysis.

An extended range of upgraded products
While we are well established in market niches, our range of solutions is
such that in the near future we will be in a position to cover the whole
spectrum of electrical distribution from generation to point of supply with
the end-user. This will mean that we can develop synergies that will sig-
nificantly improve our margins. 

In the area of installation, management and maintenance of electrical
equipment, continuous upgrading of the offer is the key to success. Once
again this year, and despite the sharp fall in the telecommunications mar-
ket, we have introduced new products. Our network analyser, Analyst 3Q,
was launched at the end of 2001 and warmly received by both industry
professionals and the specialist press.

LEM Instruments

Philippe Vedel
President of

LEM Instruments

Our range of solutions will
cover the whole spectrum

of electrical distribution,
from generation to the

end-user.

”

”

LEM Instruments achieved 26% of the group’s sales.
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Confidence in the future
In the area of traditional instrumentation, we increasingly offer solutions
based on software packages backed up by training, installation and imple-
mentation services, all grounded in local expertise.

We are also working to develop our presence in key regions, namely the
United States, Asia and Latin America. This internal growth is primarily
based on our creative abilities but also, more and more, on partnership
agreements relating to technologies and commercialisation.

Even though this year saw a slowdown in investment decision-making, we
are convinced that today we are well positioned as a preferred partner to
electricity providers and major industry throughout the world.

With the appropriate software, electricity grid
parameters can be represented in different ways
(see picture below). Measurements can be taken
with handheld appliances or fixed measuring
systems.
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I n its role of accelerating growth and expanding applications know-how,
LEM Ventures made significant strides this past year in strengthening our
market position and preparing to exploit opportunities for the future.

New software to open new markets
High Current Systems (HCS) was hit by price slumps for customer products
like aluminium and chlorine, while the slow-down in capital expenditure
allowed us to strengthen our strategic position in the developing Chinese
market and make initial contacts to penetrate Russia, the world’s third
largest aluminium producing region. More significantly, customer focus on
cost control meant increased interest in our new LKAT series and the new
RCEM rectifier analyser for maintenance and diagnostic purposes.

HCS has two approaches to accelerated growth. First, we are developing a
series of ‘soft’ information and evaluation products that address cus-
tomers’ operating expenses and open up new opportunities in maintenance
and diagnostics. Second, we are dedicating significant resources to devel-
op alliance and acquisition prospects in the interests of broadening our
business base.

Productive research
The exploration of new opportunities has paid off in a Joint Product
Development Agreement for a technology that we call PRIME, a revolu-
tionary measuring concept for AC applications. It opens up new market
sectors and allows us to offer customers totally comprehensive measuring
solutions and capabilities.
Additionally, the sectors of energy metering, condition monitoring and pre-
ventive maintenance continue to show promise and afford LEM the oppor-
tunity to demonstrate its measurement capability across new markets.

New Probes products gained significant acceptance and won additional
contracts, particularly for automotive applications. In association with our
instruments and maintenance businesses, we have identified significant
opportunities in AC measurement where we can use the new PRIME tech-
nology to strengthen our position. In the coming year, we expect these new
products to bring additional market share and get wider recognition for
LEM’s expertise across measurement markets.

LEM Ventures

David M. North
President of

LEM Ventures

Several promising sectors will
give LEM the opportunity to

demonstrate its know-how
across new markets.

”
”

LEM Ventures contributed 11% to the group’s sales.
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Automotive: a strong growing sector
Though still in its infancy, our automotive activity grew by about 50% this
year. We have made significant progress in developing a dedicated auto-
motive team and strengthening both product development and sales capac-
ity. We have now achieved major contracts in Europe and the United
States, significant project involvement in Japan, and growing recognition
of LEM as a respected partner in the automotive industry. The main appli-
cations continue to be battery monitoring, electronic power steering, and
starter/alternator, with LEM being the preferred supplier and partner for
many of the automotive manufacturers and first level suppliers. Short-
term, we are focused on QS 9000 certification as well as bringing full
manufacturing capability up to speed to meet production and quality lev-
els required by our automotive customers. Equally as important, if we are
to maintain our leadership role and develop this business into a major con-
tributor to LEM’s portfolio, is the next generation of technology currently
under development. It will give us the levels of precision that our cus-
tomers are looking for.

Universal clip-on probes and flexible current transducers
(LEMflex) allow non-invasive power measurement (see picture

below). New applications in automotive electronics call for
new solutions. In the picture below: Siemens-VDO’s water-

cooled drive incorporates LEM’s current transducers in its new
starter/generator system.
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The financial years presented below are from 1 April to

31 March.

Consolidated results for 2001/02

Sales for the financial year ended on 31 March 2002 amount to MCHF

163.7, i.e. a decrease of 13% compared to previous year.

Sales in LEM Components decreased by 24% (Asia –51%; USA –20%;

Europe –11%). Strongest hit is the Industrial Segment – particularly the

variable speed drives for the machine-tools industry. The boom in uninter-

rupted power supplies, UPS, for internet and telecom infrastructures

impacted positively on the financial year 2000/01. Here the fall in orders

was significant in 2001/02. In the industrial segment only renewable ener-

gies (windmills) increased. The Traction Segment which represents 20%

of  LEM Components, had a growth of 15% thanks to long-term projects

e.g. for China. The first signs of recovery can be found in LEM

Components where orders received in the last quarter were 15% higher

than the previous three quarters. LEM Components is well positioned to

take advantage of the expected recovery.

In LEM Instruments sales increased by 28% and on a comparable basis by

3%. The activity of digital fault recorders (DFR) from the EII acquisition

contributed with sales of MCHF 8.5. In this activity 80% of sales come

from outside Europe, notably in the Middle East and South East Asia and

certain projects were delayed following the event of September 11.

However, since the month of April 2002 orders of DFR picked up strong-

ly. The segment Power, with a 15% growth, continues to establish solu-

tions for quality of electricity and the mastery of infrastructures.

LEM Ventures was launched in 2001 with objective to explore new oppor-

tunities in the measurement of electrical parameters by capitalising on

LEM’s application know-how. This Business Area also regroups the enti-

ties “High Current Systems” (-5%), “Probes” (-17%) and the Automotive

program with for the moment  modest sales covering pre-series.

Production in big series starts in 2003. LEM offers solutions for three

applications: starter/alternator, electronic power steering and battery man-

agement. This domain offers important growth perspectives.

Financial results

26

(MCHF) 2000/01 2001/02 Variation

LEM Components 135.4 103.4 -23.6 %

LEM Instruments 33.8 43.2 27.8 %

LEM Ventures 19.3 17.1 -11.4 %

Total 188.5 163.7 -13.2 %

Kennerth Lundgren
Chief Financial Officer

(CFO), LEM

LEM slightly exceeded the
EBIT forecasts published

in November 2001
”

”



The large reduction in sales in Asia and particularly in Japan is reflected in
the geographical breakdown of sales.

EBIT
LEM slightly exceeded the EBIT forecasts
published in November 2001. EBIT
reached MCHF 5.7 for the financial year
2001/02 against MCHF 19.5 for 2000/01.
The following factors explain this
reduction:

• The reduction in sales above all in LEM 
Components. Despite lower sales the 
gross margin percentage could be main
tained due to a strong drop in sales of 
NANALEM products which have a 
lower gross margin but also thanks to 
cost reduction programs.

• The EII acquisition generated a loss of 
kCHF 880 due to sales 40% below initial
forecasts. It is a delay in projects following
the events of September 11 that explain 
this deviation.

• On a comparable basis, sales expenses decreased by MCHF 1.3.     
The absolute increase comes from the integration of EII.

• Strategic investments explain the increase in administration expense 
(reinforcement of LEM Components management and of our structures
in China) and in R&D expenses (constitution of an ASIC team, rein
forcement of the team in Geneva for Components and forAutomotive).
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(MCHF) 2000/01 2001/02 Variation

Europe 95.0 91.5 -3.7 %

North America 45.8 39.9 -12.9 %

Asia 42.2 25.8 -38.9 %

Rest of the world 5.5 6.5 18.2 %

Total 188.5 163.7 -13.2 %

Expenses in % of sales

Industrial EBIT

Personnel expense

Sales expense

Administration expense

R&D expense
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Net earnings

The net financial expenses decreased by kCHF 577, which is explained by

lower foreign exchange losses. The improvement of the net real-estate

income comes mainly from the adoption of the IAS 40 which relates to the

evaluation of the buildings at fair value instead of depreciated historical

cost. This means no depreciation of the buildings in the P&L. The effective

tax rate, as percentage of earnings before taxes, amounts to 16.7% against

36% in 2000/01. This reduction is attributable to lower earnings in LEM

Components companies, which normally pay taxes and to deferred tax assets

notably in Japan. The above elements result in net earnings of MCHF 1.9 for

2001/02 compared to MCHF 9.2 in 2000/01.

Balance Sheet Structure and cash flow

Commentary on certain balance sheet items:

• The balance sheet on 31 March includes the integration of the EII 

acquisition. 

• The CTN buildings qualify for treatment as “investment property” 

and are valued according to the new standard IAS 40. The difference 

of MCHF 7.4 between the previous book value and the fair value has 

been transferred directly in reduction of equity in accordance with this 

standard.

• The operating cash flow amount to  
MCHF 8.3 against MCHF 15.6 for 
2000/01. Firstly, net earnings are much 
lower than 2000/01. Secondly, the working
capital and notably the inventory was not 
sufficiently reduced in 2001/02.       
During the growth period of 2000/01,    
the prodution centres had to commit   
themselves to ordering higher volumes, 
which later turned out to be too high.   
This is now being corrected. 

• Capital expenditure in tangible fixed assets 
amount to MCHF 7.1 against MCHF 5.9. 
MCHF 2.1 of development expenses were 
deferred, of which MCHF 1 for the 
Automotive Programme and the rest for the
Power segment in LEM Instruments. The 
amortisation is over 3 years.

Financial results
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Key figures (in kCHF) 31.3.2001 31.3.2002

Balance sheet total 196’040 187’943

Equity 90’734 76’122

Net debt - total 55’158 66’597

Net debt - industry 16’163 27’867

Net debt - real estate 38’995 38’730  
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• The net debt is MCHF 67 on 31.3.2002 against MCHF 55.1 on 

31.3.2001. It is the industrial net debt which increased by MCHF 11.7.

Half of the increase is due to acquisitions.

• The reduction in EBIT and net earnings as well as the weak turnover 

rate of the working capital are reflected in the profitability ratios: 

ROS, industrial ROCE and ROE  reach 3.5%, 6.0% and 2.3% 

respectively. Our financial objectives target an ROE above 12%.

Real-estate activity

LEM Holding SA holds 58.24% of the company CTN SA, which owns a

real-estate complex of 50’000m2 in Plan-les-Ouates, a Geneva suburb,

located at 10 minutes from the airport.

Several years ago, LEM decided to concentrate itself on its industrial

activities and divest the real-estate activity.

The agreements concluded with the Geneva government in 1997 had to be

renegotiated because they did not allow the sale of the building before 2007.

We are now close to a new agreement. All CTN shareholders now pursue the

same objectives. In parallel, we have prepared the sales process of the build-

ings and as soon as the decision from the Geneva government is made the dis-

cussions with potential investors will start. It is foreseen that the sale of the

real-estate generates around MCHF 20 of cash for LEM Holding SA.

Perspectives

The measurement of electrical parameters and the mastery of electricity

offer substantial possibilities and the perspectives for LEM are very posi-

tive. We have worked a great deal on the Strategic Business Plan and have

fixed clear priorities. In order to achieve an accelerated internal growth,

we have reinforced the R&D teams despite the economic downturn.

However, in order to adapt our production capacity to lower volumes, cor-

rective measures have been taken e.g. in Japan where the personnel has

been reduced. Without a rapid market recovery this year’s outlook leads to

sales close to last year’s level and improved earnings level.
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Financial results
Financial Risk Management
The Group’s operating activities expose it to a variety of financial risks,
including the effects of: interest rates, credit and foreign currency
exchange rates. 

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

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

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

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

(2) Interest rate risk
The Group’s net earnings and operating cash flow are substantially inde-
pendent of changes in market interest rates. The debt in the real-estate
company CTN SA is at fixed rates. The industrial debt is at variable rates
and the Group uses derivatives as hedging to limit the impact of rising
interest rates. 

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



Balance Sheet of LEM Holding SA on 31 March
(before distribution of earnings)
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Assets Notes 31.03.2002 31.03.2001

Current assets CHF CHF

Cash 1’170’026 309’985

Own shares 1 3’233’720 3’402’605

Group debtors 686’981 845’795

Sundry current assets 977’613 435’313

Sundry current assets of the group – 389’120

Total current assets 6’068’340 5’382’818

Fixed assets

Group loans 10’857’974 6’345’937

Investments in subsidiaries 2 94’513’155 86’115’063

Tangible fixed assets 57’477 88’266

Intangible fixed assets 311’185 161’716

Total fixed assets 105’739’791 92’710’982

Total assets 111’808’131 98’093’800

Liabilities & Equity Notes 31.03.2002 31.03.2001

Current liabilities CHF CHF

Bank borrowings 30'367’351 14’808’153

Current liabilities 1’490’663 1’064’639

Group current liabilities 3 2’711’628 2’730’882

Total current liabilities 34’569’642 18’603’674

Equity

Share capital 4 30’000’000 30’000’000

General reserve 5 30’981’852 30’812’967

Reserve for own shares 1 3’233’720 3’402’605

Retained earnings 11’805’294 12’954’683

Net earnings of the period 6 1’217’623 2’319’871

Total equity 77’238’489 79’490’126

Total liabilities & equity 111’808’131 98’093’800



Profit and Loss Account of LEM Holding SA
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Income Notes 2001/02 2000/01

CHF CHF

Dividends 4’296’764 3’207’266

Interest income on inter-company loans 216’401 150’122

Other financial income 20’733 8’503

Management fees 2’686’199 2’213’117

Sundry income 15’472 –

Sundry income group 13’035 14’266

Foreign exchange gains 18’291 –

Gain on sale of own shares 125’266 1’002’570

Reversal of provision for loss on own shares 1 – 1’180’102

Total income 7’392’161 7’775’946

Expenses Notes 2001/02 2000/01

CHF CHF

Office and administration expenses 4’350’740 4’018’980

Financial expenses 1’306’605 1’111’438

Foreign exchange losses 270’061 267’657

Increase of provision for loss on own shares 1 187’132 –

Total expenses 6’114’538 5’398’075

Earnings before taxes 1’277’623 2’377’871

Taxes (60’000) (58’000)

Net earnings 1’217’623 2’319’871



Notes to the financial statements of LEM Holding SA

Principles for the establishment of the financial statements

The financial statements are established on the basis of con-

tinuity of operation and materiality and on the accrual basis.

They also take into account the principles of completeness,

of clarity, of prudence, of presentation consistency, in the

information provided and in the evaluation and of non-com-

pensation.

Bases and methods of valuation

The current assets and the inter-company loans are valued at

their actual value. The balance sheet items with the excep-

tion of investments in subsidiaries, are valued at the

exchange rates of 31 March. The foreign exchange rate gains

and losses are recorded in the profit and loss account. The

investments in subsidiaries are valued at their historical cost.
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31.03.2002 31.03.2001

1. Own shares CHF CHF

The company holds own shares for an amount of: 3’233’720 3’402’605

The book value corresponds to 11'549 shares (11'722 on 31.03.2001)
to the share price on 31.03.2002 and to historical cost 31.03.2001.
The reserve for own shares has been constituted for the same amount.
An allowance for loss on own shares has been constituted on 31.03.2002

2. Investments in subsidiaries

Historical cost 94’513’155 86’115’063

3. Group current liabilities

Inter-company loans 2’487’044 1’963’284

Inter-company current liabilities and accruals 224’584 767’598

Total 2’711’628 2’730’882

31.03.2002 31.03.2001

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

Shareholder with ownership above 5%:
Saraselect 27’342 9.1 % 20’672 6.9 %

Mr Werner Weber 21’000 7.0 % – 0.0 %
Own shares 11’549 3.9 % 11’722 3.9 %
Other registered shareholders with less than 5% 184’038 61.3 % 192’849 64.3 %
Non registered shareholders 56’071 18.7 % 74’757 24.9 %

Total number of shares 300’000 100 % 300’000 100 %
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31.03.2002 31.03.2001

5. General reserve CHF CHF

Additional paid-in capital 33’623’493 33’623’493

6. Disposable earnings

Retained earnings on 1st April 11’805’294 12’954’683

Earnings of the period 1’217’623 2’319’871

Disposable earnings 13’022’917 15’274’554

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

Deposits and guarantees in favour of third parties on behalf 

of subsidiaries 27’541’646 10’634’629

Dispositions regarding the dividend payment

Subject to the approval by the Shareholders' General Annual Meeting of the
financial statements and the proposed appropriation of earnings, the dividend
will be paid as follows:

Dividend CHF

Gross dividend  3.00

less: 35% federal withholding tax 1.05

Net dividend 1.95

The payment of the dividend will be made on 19 September 2002
to the address indicated by the shareholder.



As statutory auditors, we have audited the accounting

records and the financial statements (balance sheet, profit

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

Holding SA for the year ended on 31 March 2002.

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 the auditing

standards promulgated by the Swiss profession, which

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

sonable assurance that the financial statements are free from

material misstatement. We have examined on a test basis the

amounts and disclosures in the financial statements. We

have also assessed the accounting principles used, signifi-

cant estimates made and the overall financial statement

presentation. We believe that our audit provides a reasonable

basis for our opinion.

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

ments and the proposed appropriation of available earnings

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

incorporation.

We recommend that the financial statements submitted to

you be approved.

Geneva, 5 July 2002

ALBER & ROLLE 

Experts-comptables Associés SA

H. Rolle

Certified Public Accountant

(Auditor in charge)

J.-C. Vitali
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Report of the statutory auditors to the General
Annual Meeting of LEM Holding SA

LEM Holding SA
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Consolidated Balance Sheet of the LEM Group
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Assets Notes 31.03.2002 31.03.2001

CHF CHF

Cash 12’914’695 12’250’578

Marketable securities 14’448 4’526

Trade debtors 1 33’384’601 40’678’233

Loans 2 637’625 1’439’457

Other current assets 3 7’621’591 6’172’731

Deferred taxes 4 1’914’648 466’592

Inventory 5 33’923’793 37’036’691

Current assets 90’411’401 98’048’808

Investments in subsidiaries 6 1’707’048 1’534’241

Long-term receivables 7 1’159’349 1’042’342

Land and buildings 8 58’532’093 66’379’186

Machinery and equipment 8 20’047’665 18’277’336

Intangible assets 9 16’085’648 10’757’732

Fixed assets 97’531’803 97’990’837

Total assets 187’943’204 196’039’645

Liabilities and equity Notes 31.03.2002 31.03.2001

CHF CHF

Trade creditors 10 8’612’270 12’878’697

Other current liabilities 11 16’363’494 16’969’405

Provisions 12 5’984’375 5’223’903

Short-term borrowings 36’491’862 19’007’855

Current liabilities 67’452’001 54’079’860

Long-term borrowings 13 41’695’236 42’845’889

Other long-term payables 14 1’338’764 5’559’795

Long-term liabilities 43’034’000 48’405’684

Minority interests 15 1’335’390 2’820’349

Share capital 16 30’000’000 30’000’000

Reserves 44’183’694 51’498’857

Net earnings of the period 1’938’119 9’234’895

Equity 76’121’813 90’733’752

Total liabilities and equity 187’943’204 196’039’645



Consolidated Profit and Loss Account

39

Notes 2001/02 2000/01

CHF CHF

Sales 163’740’257 188’451’893

Cost of goods sold (85’521’544) (102’717’392)

Gross margin 78’218’713 85’734’501

Sales expense (30’601’151) (29’409’434)

Administration expense (29’390’462) (26’276’291)

Research & development expense (11’137’612) (10’071’772)

Goodwill amortisation (2’127’370) (1’529’955)

Other expense (479’030) (136’585)

Other income 18 1’218’944 1’211’317

Earnings before interests and taxes (EBIT) 5’702’032 19’521’781

Net financial expense 19 (3’462’691) (4’039’788)

Earnings before real-estate earnings 2’239’341 15’481’993

Net real-estate earnings 20 387’316 (396’169)

Earnings before taxes 2’626’657 15’085’824

Taxes 21 (437’714) (5’446’913)

Earnings after taxes 2’188’943 9’638’911

Minority interests (250’824) (404’016)

Net earnings 1’938’119 9’234’895



Consolidated Cash Flow Statement
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Notes 2001/02 2000/01

CASH FLOW FROM OPERATING ACTIVITIES CHF CHF
Net earnings 1’938’119 9’234’895
Reconciliation of net earnings to cash flows from operating activities:
Minorities’ share in net earnings of subsidiaries 250’824 404’016
Depreciation and amortisation 7’960’961 9’228’843
Provisions made 1’934’818 3’233’453
Reversal of provisions (3’232’643) (1’006’610)
Share in results of companies consolidated with the equity method (34’418) 15’377

Cash flow 8’817’661 21’109’974

Conversion differences on cash-flows (171’313) (235’134)

Change in inventory 1’115’872 (6’505’287)
Change in receivables 6’502’322 (4’663’692)
Change in payables (8’109’915) 5’918’096

Changes in working capital  (491’721) (5’250’883)

Cash flow from operating activities 8’154’627 15’623’957

CASH FLOW FROM INVESTING ACTIVITIES
Capital expenditure in intangible fixed assets (2’726’727) (475’861)
Capital expenditure in tangible fixed assets (7’094’858) (5’873’851)
Proceeds from the sale of fixed assets 488’195 707’091
Investment in long-term receivables (160’511) (1’530’058)
Proceeds from long-term receivables 2’329’533 1’119’717
Acquisition of companies 23 (7’886’497) (7’749’205)

Cash flow from investing activities (15’050’865) (13’802’167)

CASH FLOW FROM FINANCING ACTIVITIES
Variation in own shares 107’023 5’477’456
Other changes in equity (70’143) (25’277)
Dividends paid to the shareholders of LEM Holding SA (3’469’260) (2’530’955)
Dividends paid to minorities in NANALEM KK (17’443) – 
Proceeds from borrowings 17’512’433 (443’054)
Repayment of borrowings (5’936’815) (2’244’231)

Cash flow from financing activities 8’125’795 233’939

Change in cash and cash equivalents 1’229’557 2’055’729

Cash and cash equivalents at the beginning of the year 12’255’104 10’621’119
Conversion differences on cash and cash equivalents (555’518) (421’744)

Cash and cash equivalents at the end of the year 12’929’143 12’255’104

Change in cash and cash equivalents 1’229’557 2’055’729
Reconciliation of cash and cash equivalents with the balance sheet:
Cash 12’914’695 12’250’578
Marketable securities 14’448 4’526

Equals cash and cash equivalents 12’929’143 12’255’104

Additional information:
Payments of interests 4’632’370 4’444’443
Financial income received 696’140 614’060
Payments of taxes 2’669’193 2’435’778
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General Information
The LEM Group (the Group) provides components, instruments
and systems worldwide for the measurement, analysis and visu-
alisation of electrical parameters. The Group has operations in
15 countries and employs over 900 people. The parent compa-
ny 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 fol-
lows: 8, chemin des Aulx; CH-1228 Plan-les-Ouates/Geneva.
The Company is listed on the Swiss Exchange, SWX, since
1986. The Board of Directors authorised the financial state-
ments for issue on 17 May 2002.

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

A. Basis of preparation
The consolidated financial statements of the Group are prepared
in accordance with International Accounting standards    (IAS).
The consolidated financial statements have been prepared under
the historical cost convention except as disclosed in the
accounting policies below. For example, investment property is
shown at fair-value. In 2001 the Group adopted IAS 39 –
Financial Instruments : Recognition and Measurement and IAS
40 – Investment Property. The effects of adopting these stan-
dards is summarised in the consolidated statement of changes in
the shareholders’ equity, and further information is disclosed in
accounting policies “Investment Property”, “Investments” and
“Financial Instruments”. The amounts in these financial state-
ments are presented in Swiss francs (CHF).

B. Group Accounting
(1) Subsidiary undertakings
Subsidiary undertakings, being those companies in which the
Group, directly or indirectly, has an interest of more than half of
the voting rights and is able to exercise control over the opera-
tions, have been fully consolidated. 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 eliminated. Where necessary,
accounting policies for subsidiaries have been changed to
ensure consistency with the policies adopted by the Group.

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

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

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

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

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

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

D. Investment Property
Investment property, principally comprising office buildings, is
held for long-term rental yields. Investment property is treated as a
long term investment and is carried at fair value, representing open
market value determined annually by external valuers. Under IAS
40 – Investment property, which the Group adopted at 1 April
2001, changes in fair values are recorded in the profit & loss
account and are included in net real-estate income. The effect of
adopting this standard was recorded as an adjustment to the open-
ing balance of retained earnings on 1 April 2001. In accordance
with this standard no comparative amounts needed to be restated.

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 acqui-
sition. Goodwill on acquisitions is reported in the balance sheet
as an intangible asset and is amortised using the straight-line
method. Goodwill arising on major strategic acquisitions of the
Group to expand its product or geographical market coverage is
amortised over a maximum period of ten years. For all other
acquisitions goodwill is amortised over a shorter period not
exceeding five years.

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

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

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

F. Investments
Investments consist of marketable securities like shares and
bonds. In the perspective of the introduction of IAS 39, the Group
classifies all its marketable securities as “available-for-sale” as
they are not bought for short term speculation. They are carried at
fair value and realised and unrealised gains and losses from
changes in fair value are recorded in the profit & loss account.

G. Leases
Assets acquired under long-term finance leases are capi-
talised and depreciated in accordance with the Group’s pol-
icy on property, plant and equipment. The associated obliga-
tions are included in the financial liabilities.
Rentals payable under operating leases are charged to the
profit & loss account as incurred.
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H. Inventory
Inventory is stated at the lower of cost or net realisable
value. Cost is determined by the first-in, first-out (FIFO)
method. The cost of finished goods and work in process
comprises raw materials, other direct costs and related pro-
duction overheads, but exclude interest expense. 

I. Construction contracts
The Group has no construction contracts.

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

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

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

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

N. Employee benefits
(1) Pension obligations
The expense for the legal pension system is included in the
payroll taxes in accordance with local legislations. In certain
countries the employees benefit from a complementary
retirement system according to the system of defined contri-
butions. The corresponding expense is recorded in the prof-
it & loss account.
(2)Termination benefits
These obligations are covered by a provision in the balance
sheet according to the legal requirements of certain countries.
(3) Equity compensation benefits
Share options are granted to directors and managers. The
attribution is linked to return on equity. The options are
granted at the market price of the shares on the date of the
grant and are exercisable at that price and thus no compen-
sation cost is recognised. Upon exercise of the options the
Company shall sell its own shares at the exercise price.

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

P. Provisions
Provisions are recognised when the Group has a present legal
or constructive obligation as a result of past events, it is prob-
able that an outflow of resources will be required to settle the
obligation, and a reliable estimate of the amount can be made.
(1) Warranty
The Group recognises the estimated liability to repair or
replace products still under warranty at the balance sheet
date. This provision is calculated based on past history of the
level of repairs and replacements.
(2) Termination benefits
These obligations are covered by a provision in the balance
sheet according to the legal requirements of certain countries.
(3) Onerous contracts and restructuring
The Group has no provisions for onerous contracts or
restructuring.

Q. 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 elim-
inating sales within the Group. 

R. Financial Instruments
The Group adopted  IAS 39 – Financial Instruments:
Recognition and Measurement from 1 April 2001. Under
IAS 39 derivative financial instruments are initially recog-
nised in the balance sheet at cost and subsequently remea-
sured at to their fair value. The method of recognising the
resulting gain or loss is dependent on whether the derivative
contract is designed to hedge a specific risk and qualifies for
hedge accounting. On the date a derivative contract is
entered into, the Group designates certain derivatives as
either a) a hedge of fair value of a recognised asset or liabil-
ity (fair value hedge), or b) a hedge of a forecasted transac-
tion (cash flow hedge) or firm commitment or c) a hedge of
a net investment in a foreign entity. At the end of the finan-
cial year, the Group did not have any open positions relating
to fair value hedges or hedges of net investments in foreign
entities. Changes in fair value of derivatives in cash flow
hedges are recognised in equity. The amounts recorded in
equity are transferred to the profit and loss account and clas-
sified as revenue or expense in the same period in which the
forecasted transaction affects the profit and loss account.
When derivative instruments do not qualify for hedge
accounting, the changes in fair value are recognised imme-
diately in the profit and loss account.

Segment Information
The Group is organised on a worldwide basis into three main
business areas for its industrial activities. LEM Components
develops, manufactures and sells electronic components for
the measurement of current and voltage for industrial and
traction applications. LEM Instruments develops, manufac-
tures and sells instruments and services for the measure-
ment, analysis and visualisation of electrical parameters for
electrical networks and for professional electricians. LEM
Ventures has as mission to explore new business opportuni-
ties by leveraging know-how from the components and the
instruments. This business area also regroups the units
Probes, High Current Systems and the Automotive
Programme. These units do not exceed the size of the dis-
closure threshold. The Group has also a real-estate activity
which is disclosed separately.
Non allocated assets correspond to cash, long-term financial
receivables as well as deferred tax assets. Non allocated lia-
bilities comprise bank borrowings, income tax payable and
provisions for deferred taxes.
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(all amounts in Swiss francs unless otherwise stated)

Segment information
Primary reporting format - by Business Area
Year ended
on 31.3.2002 Industry Real-estate Group
in kCHF Components Instruments Ventures Inter-segments (Switzerland)

Sales 103’398 43’276 18’822 -1’756 163’740 
Earnings before interests
and taxes (EBIT) 5’946 -157 -87 5’702 
Net financial expense -3’462 
Net real-estate earnings 387 387 
Taxes -438 
Minority interest -251 
Net earnings 1’938 

Segment assets 75’010 37’755 12’320 44’510 169’595 
Unallocated assets 18’348 

Total assets 187’943

Segment liabilities 14’175 10’850 1’953 601 27’579 
Unallocated liabilities 82’907 

Total liabilities 110’486 

Capital expenditure:
Tangible fixed assets 4’495 2’125 475 7’095 
Intangible fixed assets 538 1’056 1’035 2’629 
Goodwill -111 6’851 6’740 

Total 4’922 10’032 1’510 16’464 

Depreciation & amortisation:
Depreciation on tangible fixed assets 3’305 1’099 578 125 5’107 
Amortisation on intangible fixed assets 217 242 34 230 723 
Amortisation on goodwill 346 1’660 125 2’131 

Total 3’868 3’001 737 355 7’961 

Secondary reporting format - by geographical segments
Year ended
on 31.3.2002 Industry Real-estate Group
in kCHF Europe Americas Asia Rest of the world (Switzerland)

Sales by location 
of customers 91’618 39’886 25’767 6’469 163’740 

Segment assets by 
location of assets 88’732 18’377 17’976 44’510 169’595 
Unallocated assets 18’348 

Total assets 187’943 

Capital expenditure:
Tangible fixed assets 5’664 426 1’005 7’095 
Intangible fixed assets 2’523 106 2’629 
Goodwill 3’792 3’035 -87 6’740 

Total 11’979 3’461 1’024 16’464 
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Segment information
Primary reporting format - by Business Area
Year ended
on 31.3.2001 Industry Real-estate Group
in kCHF Components Instruments Ventures Inter-segments (Switzerland)

Sales 135’248 33’837 19’856 -489 188’452 
Earnings before interests
and taxes (EBIT) 17’560 762 1’200 19’522 
Net financial expense -4’040 
Net real-estate earnings -396 
Taxes -5’447 
Minority interest -404 
Net earnings 9’235 

Segment assets 91’681 24’467 10’745 52’409 179’302 
Unallocated assets 16’738 

Total assets 196’040 

Segment liabilities 19’588 8’264 2’385 615 30’852 
Unallocated liabilities 71’634 

Total liabilities 102’486 

Capital expenditure:
Tangible fixed assets 3’941 959 881 93 5’874 
Intangible fixed assets 417 7 52 476 
Goodwill 4’107 4’107 

Total 8’465 966 933 93 10’457 

Depreciation & amortisation:
Depreciation on tangible fixed assets 3’674 1’481 473 951 6’579 
Amortisation on intangible fixed assets 406 205 251 256 1’118 
Goodwill 452 938 142 1’532 

Total 4’532 2’624 866 1’207 9’229 

Secondary reporting format - by geographical segments
Year ended
on 31.3.2001 Industry Real-estate Group
in kCHF Europe Americas Asie Reste du monde (Switzerland)

Sales by location 
of customers 94’946 45’779 42’200 5’527 188’452 

Segment assets by 
location of assets 85’147 19’828 21’918 52’409 179’302 
Unallocated assets 16’738 

Total assets 196’040 

Capital expenditure:
Tangible fixed assets 5’139 264 379 92 5’874 
Intangible fixed assets 349 51 76 476 
Goodwill 4’107 4’107 

Total 5’488 315 4’562 92 10’457 
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31.03.2002 31.03.2001

1. Trade debtors CHF CHF
Trade debtors, third party 34’280’699 41’636’660
Allowance for bad debt (896’098) (958’427)

Total 33’384’601 40’678’233

2. Loans
LEMSYS SA – 450’000
Kipp & Zonen BV 612’903 961’260
Miscellaneous CTN SA 24’722 28’197

Total 637’625 1’439’457

3. Other current assets
Advances to suppliers 359’827 282’456
Prepayments and accrued income 1’438’274 1’590’278
Other current assets 5’582’463 4’108’619
Fair value of deferred cash-flow hedges (see notes 17 and 28) 953 –
Real-estate debtors 346’071 297’884
Allowance for bad debt on real-estate debtors (105’997) (106’506)

Total 7’621’591 6’172’731

4. Deferred taxes
Assets associated with: 
- Legal termination benefits 265’900 273’475
- Loss carryforwards 1’495’069 –
- Other items 153’679 193’117
Total deferred tax asset 1’914’648 466’592

Liabilities associated with  (see note 12 Provisions): 
- Fixed assets 403’000 123’800
- Trade debtors 247’500 402’500
- Inventory 1’504’068 816’500
Total deferred tax liabilities 2’154’568 1’342’800

The amount of deferred tax assets, associated with loss carryforwards, are
linked to a payment for the NANALEM acquisition and does not concern
the operating activity. These losses expire on 31.3.2007.

5. Inventory
Raw material  18’539’166 15’309’607
Work in progress 4’712’110 5’369’463
Finished goods and goods for resale 10’672’517 16’357’621

Total 33’923’793 37’036’691

6. Investments in subsidiaries
Qualimatest SA (equity method at 39.634%, control 21.67%) 256’139  121’226
Miscellaneous of CTN SA at historical cost with % of control below 20% 1’450’909  1’413’015

Total 1’707’048 1’534’241

7. Long-term receivables
Available-for-sales marketable securities 984’258 1’017’648
Miscellaneous 175’091  24’694

Total 1’159’349 1’042’342

Marketable securities for EUR 361’336 have been pledged
as guarantee for a loan to LEM Norma GmbH.
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8. Property, plan & equipment (in kCHF) Land Investment Machinery &
and buildings property equipment

Net book value on 1 April 2001 66’379 – 18’277
Transfer to investment property on 1 April  2001 (55’328) 55’328 –
Conversion differences (89) – (288)
Change in scope of consolidation (2) – 298
Increases 99 – 6’996
Decreases – – (195)
Adjustment linked to the introduction of IAS 40 (see note 17) (7’789) – –
Depreciation charge (66) – (5’041)

Net book value on 31 March 2002 3’204 55’328 20’047

On 31 March 2001
Cost 68’855 – 60’419
Depreciation (2’476) – (42’142)

Net book value on 1 April 2001 66’379 – 18’277

On 31 March 2002
Cost or fair value 3’784 55’328 66’185
Depreciation (580) – (46’138)

Net book value on 31 March 2002 3’204 55’328 20’047

The investment property (CTN SA) is valued at fair value which corresponds to the market value.
The adjustment relating to adopting IAS 40 is reported directly in the opening balance of equity according to IAS 40p70.
The buildings of CTN SA are on a land lease with expiry date in 2076.

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

assets

Net book value on 1 April 2001 647 8’352 1’759 10’758
Conversion differences (4) (66) (84) (154)
Change in scope of consolidation 38 (45) 148 141
Acquisition of companies (see note 23) – 6’740 – 6’740
Adjustment of goodwill related to a deferred payment in JPY (note 14) – (883) – (883)
Deferral of development 2’133 – – 2’133
Increases – – 496 496
Decreases (192) – (100) (292)
Amortisation charge (100) (2’131) (623) (2’854)

Net book value on 31 March 2002 2’522 11’967 1’596 16’085

On 31 March 2001
Cost 2’667 16’395 4’365 23’427
Depreciation (2’020) (8’043) (2’606) (12’669)

Net book value on 31 March 2001 647 8’352 1’759 10’758

On 31 March 2002
Cost 3’439 21’974 5’176 30’589
Depreciation (917) (10’007) (3’580) (14’504)

Net book value on 31 March 2002 2’522 11’967 1’596 16’085

The deferred development expenses comprise  internal and external expenses relating to development projects
with high probability of commercial success.
The other intangible assets comprise software, copyrights and patents.
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31.03.2002 31.03.2001

10. Trade creditors CHF CHF
Trade creditors, third party 8’565’646 12’778’148
Trade creditors, real-estate 46’624 100’549

Total 8’612’270 12’878’697

11. Other current liabilities
Advances from customers 885’146 527’068
Income tax payables 1’227’188 2’877’451
Accruals and deferred income 9’382’710 10’169’571
Other payables 4’868’450 3’395’315

Total 16’363’494 16’969’405

31.03.2001 Conversion Increase Decrease 31.03.2002
difference

12. Provisions (in CHF)

Deferred taxes (see note 4) 1’342’800 (3’785) 815’553 – 2’154’568
Pensions 452’068 (18’686) 144’331 – 577’713
Termination benefits 3’011’751 (161’667) 195’200 (398’539) 2’646’745
Provisions for warranty, repair and maintenance 417’284 (16’734) 221’722 (16’923) 605’349

Total 5’223’903 (200’872) 1’376’806 (415’462) 5’984’375

31.03.2002 31.03.2001

13. Long-term borrowings CHF CHF
Borrowings in: EUR 1’087’686 1’232’031

CHF (Mortgage of  CTN SA) 38’729’600 38’994’000
GBP – 22’284
JPY (of which CHF 160'529 of financial leasing obligation on 31.3.2002) 1’877’950 2’597’574

Total 41’695’236 42’845’889

14. Other long-term payables
Deferred payment on the acquisition of NANALEM KK (see note 9) – 4’582’000
Research promotion credit 653’762 466’200
Sleeping partner of LEM NORMA GmbH 365’300 507’381
Deferred payment on the acquisition of LEM ELSIS SA 319’702
Miscellaneous – 4’214

Total 1’338’764 5’559’795

15. Minority interests
1’335’390 2’820’349

On 31.03.2002 the minority interests correspond to 49% in TVELEM, 48%
in BEIJING DIANYAN El, 40% in LEM Malaysia and 7,92% in NANALEM KK

On 31.03.2001  the minority interests correspond to 49% in TVELEM, 45% in ACTLEM SA
and 23,7% in NANALEM KK.
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31.03.2002 31.03.2001

17. Variation in equity CHF CHF

Consolidated equity in the beginning of the financial year 90’733’752 78’415’009
Dividend paid to the shareholders of LEM Holding SA (3’469’260) (2’504’169)
Earnings of the period 1’938’119 9’234’895
Translation difference on equity (1’847’328) (1’647’180)
Variation in own shares 107’023 5’477’456
Introduction IAS 40: Difference between historical cost and fair value
of investment property (7’789’309) – 
Introduction IAS 39: Fair value of deferred cash-flow hedges
(see notes 3 and 28) (953) – 
Change in scope of consolidation and % of control (107’386) 1’783’018
Other changes (3’442’845) (25’277)

Consolidated  equity at the end of the financial year 76’121’813 90’733’752

The other changes correspond to a change in the method of eliminating
gains on inter-company inventory for CHF 2’372’702.
The change did not have a significant impact on the consolidated gross
margin of the two last financial years.

Movements in own shares:
Number of shares in the beginning of the financial year 11’722 27’790
Purchases 1’464 805
Sales (1’637) (16’873)

Number of shares at the end of the financial year 11’549 11’722
The company has purchased own shares for CHF 489’574
(CHF 217’776 for last financial year) and sold own shares for
CHF 471’329 (CHF 5704’277).

2001/02 2000/01

18. Other income CHF CHF
Commissions 325’000 383’585
Gain on sale of fixed assets 52’000 9’254
Reversal of provisions 49’888 279’578
Miscellaneous 792’056 538’900

Total 1’218’944 1’211’317

Authorised Liberated
31.03.02      31.03.01 31.03.02      31.03.01

16. Share capital

Registered shares of CHF 100 each 300’000       300’000 300’000       300’000
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2001/02 2000/01

19. Net financial expenses CHF CHF
Financial income 674’923 612’605
Allowance for loss on loans (309’326) (262’500)
Contractual debt relinquishment on loan to LEMSYS SA (225’000) (112’500)
Interest expense (2’864’051) (2’536’811)
Share of mortgage interest of LEM SA (336’320) (362’450)
Foreign exchange  (losses) gains (437’335) (1’362’755)
Share in profits of Qualimatest SA according to the equity method 34’418 (15’377)

Total (3’462’691) (4’039’788)

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

20. Net real-estate earnings of CTN SA
Rental income 3’621’145 3’551’392
Other income 431’968 236’667

Total rental income 4’053’113 3’788’059
Operating real-estate expenses (1’645’936) (1’097’925)
Depreciation and provisions (352’749) (1’226’231)
Financial income 21’217 1’455 
Fee to Fongit (256’330) (316’345)
Financial expense (1’431’999) (1’545’182)

Net real-estate earnings before tax 387’316 (396’169)

The net real-estate earnings correspond to the proportionate
consolidation of CTN SA at 58.24% in 2001/02 and at 58.2%
in 2000/01.

21. Income taxes
Taxes on income 1’183’499 4’202’483
Deferred taxes (745’785) 1’244’430

Total 437’714 5’446’913

Analysis of taxes: 
Normal taxes on profitable companies 2’775’035 5’811’243
Reduced tax rates (506’420) (242’628)
Utilisation of losses carried forward (1’085’116) (1’366’132)
Deferred taxes (745’785) 1’244’430

Total 437’714 5’446’913

Tax losses carried forward: MCHF MCHF
Expiration 2006 - 1.1
Expiration 2020 10.5 11.3
Without date of expiration 15.8 16.1

Total 26.3 28.5
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2001/02 2000/01

22. Staff cost CHF CHF
Salaries and wages 61’846’275  56’616’760
of which pension expense for complementary systems  
with defined contributions 503’806 561’383

Number of employees at the end of the financial year 928 910

23. Acquisition of companies
Investments by CTN SA 436’089
Purchase of  13.4375% in NANALEM KK 1’692’931
Acquisition Electronic Instruments International 5’181’039
Purchase of 45% in ACTLEM SA 421’504
Miscellaneous 154’934 

Total 7’886’497

Acquisition of Electronics Instruments International
This acquisition comprise 100% of Electronic Instruments International SA
(= LEM ELSIS SA), 100% of EII USA Inc, 52% of Beijing Dianyan El.
Instruments Co Ltd. and 60% of LEM Malaysia Sdn Bhd. The acquisition
is integrated from 1 April 2001.

Purchase consideration 6’132’597
Less: cash (951’558)
Cash-flow on acquisition net of cash acquired 5’181’039

Cash-flow on acquisition net of cash acquired corresponds to 
Working capital (911’005)
Tangible fixed assets 934’791
Goodwill 6’192’273
Less: long-term debt (961’089)
Less: minorities’ share in equity (73’931)
Cash-flow on acquisition of   Electronic Instruments International 5’181’039

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

Directors of the board:
The fees to the board of directors amount to  CHF 96’996 for the financial year 2001/02 (CHF 148’000 for 2000/01).
No loans have been granted to the board of directors or their families.
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31.03.2002 31.03.2001

25. Contingent liabilities CHF CHF
Total guarantees for credits of subsidiaries 10’554’568 2’547’700 
Total guarantees to third parties 589’366 4’851’929 

Total off balance sheet liabilities 11’143’934 7’399’629 

On 31 March 2002 the Group had contingent liabilities in respect of bank
and other guarantees and other matters arising in the ordinary course of
business from which it is anticipated that no material liabilities will arise.
The operations of earnings of the Group continue, from time to time and
in varying degrees, to be affected by political, legislative, fiscal and regulatory
environments, including those relating to environmental protection, in the
countries in which it operates. The industries in which the Group is engaged
are also subject to physical risks of various kinds. The nature and frequency
of these developments and events, not all of which are covered by insurance,
as well as their effect on future operations and earnings are not predictable.

26. Operating leasing liabilities
Total 1’556’726 1’205’610
Less than 1 year 589’312 633’678
Between 2 and 5 years 967’414 571’932
Beyond 5 years – –

27. Stock options plan

Grant Quantity Exercice Exercise period Exercise period
date options issued price in CHF from until

01.04.2001 7’649 405 01.04.2003 31.03.2011
01.04.2002 1’412 280 01.04.2004 31.03.2012

Total: 9’061
The Board of Directors introduced a stock options plan for the management team and the directors in 2001. The plan is
based on the share capital composed of 300'000 shares. Each option gives the right to buy one share at the predetermined
exercise price.

28. Financial instruments
On 31 March 2002, the Group has a hedge which qualified for hedge accounting. It is a hedge put into place in May
2001 for a nominal amount of USD 12'000'000,-- corresponding to cash-flow from orders received from the automotive
industry. Sales prices are in dollars and cost of goods sold in euro. The realisation of the cash-flows are estimated as fol-
lows (10% in 2003, 40% in 2004 and 50% in 2005). This risk is covered by Currency Overlay Management (futures con-
tracts) and the fair value of the contract on 31 March 2002 is CHF 953 (see note 3 and 17).

On 31 March 2002, the Group has a hedge not qualify for hedge accounting, for which the amounts paid and received
are recorded directly in the profit and loss account. It relates to a hedge against rising interest rates on the industrial debt
for a nominal amount of CHF 30'000'000,--. with a cap of 4.85% for a period of 5 years until 14.3.2007.

For the above transactions the collaterals amount to CHF 1'924'252.

The bonds in note 7 under "available-for-sale marketable securities" are valued at fair market value. The changes in fair
value were below CHF 5'000 for both financial years.
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Notes to the Consolidated Financial Statements

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

Europe

ACTLEM SA Belgium

LEM Belgium sprl-bvba Belgium

LEM Deutschland GmbH Germany

LEM ELSIS SA Belgium

LEM France Sàrl France

LEM Heme Ltd United Kingdom

LEM Holding SA Switzerland

LEM Instruments GmbH Austria

LEM Italia Srl Italy

LEM Nederland BV the Netherlands

LEM Norma GmbH Austria

LEM SA Switzerland

LEM UK Ltd United Kingdom

Normet A/S Norway

TVELEM Ltd Russia

Proportionate consolidation

CTN SA Switzerland (58.24%)

North America

EII USA Inc. USA

LEM Dynamp Inc. USA

LEM Holding USA Inc. USA

LEM Instruments Inc. USA

LEM USA Inc. USA

Asia

Beijing Dianyan El. Instruments Co Ltd China (52%)

Beijing LEM Electronics Co Ltd China 

Hokuto KK Japan

LEM Instruments & Meters Co Ltd China

LEM Malaysia Sdn Bhd Malaysia (60%)

NANALEM KK Japan (92.078%)

Equity Method

Qualimatest SA Switzerland (39.634%)

29. Interests in joint-ventures

The Group holds 58,24% (58.2% on 31.3.01) in a real-estate company, CTN SA, which is jointly managed with the
minority shareholders. The company is integrated with proportionate consolidation. The following amounts are included 
proportionally in the balance sheet and the profit and loss account of the Group.
Inter-company transactions are also eliminated proportionally. 31.03.2002 31.03.2001

CHF CHF

Fixed assets 97’887’181 111’812’783 
Current assets 2’451’483 695’861 

Long-term liabilities 66’500’000 67’000’000 
Current liabilities 1’033’547 1’074’591 

Net assets 32’805’117 44’434’053 

The reduction in fixed assets is explained by the introduction of IAS 40 
for an amount of MCHF 13.4 corresponding to the difference between 2001/02 2000/01
between the valuation at historical cost and the fair market value. CHF CHF

Total income 9’614’909 8’553’583 
Total expenses 7’272’684 7’861’366 
Earnings before taxes 2’342’225 692’217 

With the introduction of IAS 40 there is no depreciation on the buildings in
the expenses for 2001/02 (2000/01: CHF 1’492’250).
The number of employees in the company CTN SA amounts to 3 on 31.3.2002 (31.3.2001: 3).



As auditors of the group, we have audited the consolidated
financial statements (balance sheet, profit and loss account,
cash flow statement and notes on pages 38 to 52) of the
LEM Holding SA for the year ended March 31 2002.

The consolidated financial statements are the responsibility
of the board of directors.  Our responsibility is to express an
opinion on these consolidated financial statements based on
our audit.  We confirm that we meet the legal requirements
concerning professional qualification and independence.

Our audit was conducted in accordance with auditing stan-
dards promulgated by the Swiss profession and with the
International Standards on Auditing issued by the
International Federation of Accountants (IFAC), which
require that an audit be planned and performed to obtain rea-
sonable assurance that the consolidated financial statements
are free from material misstatement.  We have examined on
a test basis the amounts and disclosures in the consolidated
financial statements. We have also assessed the accounting
principles used, significant estimates made and the overall
consolidated financial statement presentation.  We believe
that our audit provides a reasonable basis for our opinion.

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

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

Geneva, 5 August 2002

ALBER & ROLLE
Experts-comptables Associés SA

H. Rolle
Certified Public Accountant
(Auditor in charge)

J.-C. Vitali
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Key financial
figures
1997 to 2001/02

Report of the Group Auditors to the General
Meeting of LEM Holding SA



Key Financial Figures over 5 Years 
in kCHF

LEM

1997 1998 1999/00 2000/01 2001/02

Results of consolidated operations

Sales 112’749 125’973 129’564 188’452 163’740

Earnings before interests and taxes - total 12’683 10’791 8’105 20’671 7’500

Earnings before interests and taxes - industrial 6’442 7’343 6’184 19’522 5’702

Earnings before interests and taxes - real-estate 6’241 3’448 1’921 1’149 1’798

Net earnings 4’521 3’658 3’185 9’235 1’938

Cash flow (net earnings+depreciations + amortisations) 11’349 9’923 10’233 18’464 9’899

Cash flow in % of sales 10.1 7.9 7.9 9.8 6.0 

EBITDA - industrial 12’877 12’770 12’249 27’544 13’309

1997 1998 1999/00 2000/01 2001/02

Consolidated Financial Position

Buildings and land 87’489 85’195 66’488 66’379 58’532

Machinery and equipment 12’729 14’342 18’352 18’277 20’047

Total assets 172’142 184’321 170’730 196’040 187’943

Net debt - total 69’042 75’490 57’239 55’158 66’597

Net debt - industrial 16’697 26’857 18’223 16’163 27’867

Net debt - real-estate 52’346 48’633 39’016 38’995 38’730

Shareholders’ equity 78’626 78’170 78’415 90’734 76’122

Capital employed - total 143’453 149’686 133’270 146’136 140’550

Capital employed - industrial 73’070 83’214 81’226 94’345 96’641

Capital employed - real-estate 70’383 66’472 52’044 51’791 43’909

1997 1998 1999/00 2000/01 2001/02

Per Share

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

Earnings per share (EPS) 15.1 12.2 10.6 30.8 6.5 

Dividend (CHF) 9 9 9 12 3 

Pay-out ratio (%) 59.7 73.8 84.8 39.0 46.4
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1997 1998 1999/00 2000/01 2001/02

Consolidated Financial Ratios

Net debt to equity 0.88 0.97 0.73 0.61 0.87

Return on sales - industrial (%) 5.7 5.8 4.8 10.4 3.5

Return on equity - total (%) 5.9 4.7 4.1 10.9 2.3

Return on capital employed - total (%) 8.3 7.4 5.7 14.8 5.2

Return on capital employed - industrial (%) 8.9 9.4 7.5 22.2 6.0

Return on capital employed - real-estate (%) 7.8 5 3.2 2.2 3.8

Number of employees - total 640 749 722 910 928

in Switzerland 212 227 227 248 263

abroad 428 522 495 662 665

Sales per employee (kCHF/employee) 176 168 179 207 176

1997 1998 1999/00 2000/01 2001/02

Share Price

High (CHF) 370 385 310 451 449 

Low (CHF) 270 260 230 225 248 

Share price at the end of the financial year 296 310 241 405 280 

P/E ratio 20 25 23 13 43 

Market capitalisation at the end of the financial year 88’800 93’000 72’300 121’500 84’000 

Market to book value 1.1 1.2 0.9 1.3 1.1

Capital employed

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

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

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

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

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

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

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