EDGAROnline

MERIX CORP

FORM 10-K

(Annual Report)

Filed 08/17/01 for the Period Ending 05/26/01

Address 15725 SW GREYSTONE COURT
SUITE 200
BEAVERTON, OR 97006
Telephone 503-716-3700
CIK 0000921365
Symbol MERX
SIC Code 3672 - Printed Circuit Boards
Industry  Electronic Instr. & Controls
Sector Technology
Fiscal Year 05/26
powered &y EDGAROnline

http://www.edgar-online.com
© Copyright 2007, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.



http://www.edgar-online.com

UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT

OF 1934
For the fiscal year ended May 26, 2001
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
Commission file number 0-23818
MERIX CORPORATION
(Exact name of registrant as specified in its chaetr)
OREGON 93-1135197
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)
1521 Poplar Lane, Forest Grove, Oregon 97116
(Address of principal executive offices) (Zip Code)

(503) 359-9300

(Registrant’s telephone number)

Securities registered pursuant to Section 12(b) dfie Act:
None

Securities registered pursuant to Section 12(g) ¢ie Act:

Common Stock, no par value
Series A Preferred Stock Purchase Rights

Indicate by check mark whether the Reagigt(1) has filed all reports required to be filgdSection 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wejuired to file such reports), and (2)
has been subject to the filing requirements forphst 90 days. YedX] No O

Indicate by check mark if disclosure efidquent filers pursuant to Item 405 of Regulat®K is not contained herein, and will not be
contained to the best of the registrant’s knowledlgeefinitive proxy or information statements amporated by reference in Part Il of this
Form 10-K or in any amendment to this Form 10-Kl

The aggregate market value of the vasilogk held by non-affiliates of the Registrant &3udy 25, 2001 was $299.0 million based
upon the composite closing price of the Regista@bmmon Stock on the Nasdaq National Market Systethat date. For purposes of this
computation, all executive officers and directoasdnbeen deemed affiliates. This shall not be ddeaneadmission that such persons are
affiliates.

The number of shares of the Registraddmmon Stock outstanding as of July 25, 2001 wag1D3851 shares.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s proxy stadetin connection with its 2001 Annual Meeting dfageholders are incorporated by reference
into Part IIl.




MERIX CORPORATION
FORM 10-K

TABLE OF CONTENTS

Page
Part |
Ite m 1. Business 2
Ite m 2. Properties 7
Ite m 3. Legal Proceedings 8
Ite m 4. Submission of Matters to a Vote of Security Holders 8
Part Il
Ite m 5. Market for the Registrant's Common Equity and Redebtockholder Matters
Ite m 6. Selected Financial Data 9
ltem 7. Management’s Discussion and Analysis of Financ@hdition and Results of Operations 10
Ite m 7A. Quantitative and Qualitative Disclosures About MarRisk 18
Ite m 8. Financial Statements and Supplementary Data 19
Ite m 9. Changes in and Disagreements With Accountants @odtting and Financial Disclosure 38
Part Il
Ite m 10. Directors and Executive Officers of the Registrant 38
Ite m 11. Executive Compensation 38
Ite m 12. Security Ownership of Certain Beneficial Owners dahagement 38
Ite m 13. Certain Relationships and Related Transactions 38
Part IV
Ite m 14. Exhibits, Financial Statement Schedules, and Reort-orm 8-K 39
Sig natures 42
PART |

ITEM 1. BUSINESS.

In this report, the terms “Merix,” “Compg” “we,” “us,” and “our” refer to Merix Corporatin. Merix, an Oregon corporation, was
formed in March 1994. We are a leading manufactoféechnologically advanced electronic interconrsatutions for use in sophisticated
electronic equipment. Our principal products amaplex multilayer printed circuit boards, which @ne platforms used to interconnect
microprocessors, integrated circuits and other a@mapts that are essential to the operation ofreleict products and systems. We focus on
providing our solutions to manufacturers of teclgatally advanced electronic products within sedddtigh growth segments of the
electronics industry, including communications, gating, and test and measurement. We provide aiomers with an integrated
interconnect manufacturing solution that includegkrturn prototypes, pre-production and volumeduiation of printed circuit boards and
backplanes. Our major and emerging customers iedemtling original equipment manufacturers, or OEAm&l contract manufacturers in-
electronics industry.

Industry Overview

Printed circuit boards consist of patseohelectrical circuitry etched from copper thavé been laminated on a board of insulating
material. They are the platforms used to intercohnecroprocessors, integrated circuits and otbenonents that are essential to the
operation of electronic products and systems. &dictrcuit boards are customized for specific ettt applications and are sold to OEMs
and contract manufacturers in volumes that rangm everal units for prototypes to small quantitegspre-production to large quantities for
volume production. Quick-turn prototypes are usethe design, test and launch phases of new eféctpooducts and require rapid
manufacturing, with delivery times ranging fromligte as 24 hours to as long as 10 days. Larg&rmaes of printed circuit boards are needed
as a product progresses past the testing and dalséggres and into pre-production and then volumeéymtion.

Printed circuit boards are used in viltuall electronic equipment from consumer produstsch as personal computers, cellular
telephones and televisions, to high-end commeetéaitronic equipment, such as data communicatioters and switches, data storage
devices, wireless base stations, computer worksim@nd network servers. Typically, printed cir@agards used in consumer electronic
products are less technologically sophisticategyleying lower layer counts and lower performanceeamals and requiring less
manufacturing sophistication than printed circaaids used in high-end commercial equipment.

We manufacture complex multilayer printéetuit boards primarily for use in high-end commial equipment. We are capable of
producing, in volume, technologically sophisticapethted circuit boards of up to 40 layers utilgihigh performance, mixed dielectric
materials. We are also a leading supplier of adsdnthermally enhanced products for wireless btmes and high-speed optical
networking lasers. Our advanced manufacturing déaped uniquely position us to serve the commutiaras, computing and test and
measurement segments of the electronics industgsd industry segments are characterized by rapiichblogical change and short proc



life-cycles as OEMSs continually develop new andiextogically superior products. High-end commereigliipment manufacturers require
more complex multilayer printed circuit board s@us with advanced materials, narrow line widthd aeparations of copper traces, preci
cavities and small diameter vias and through-ht@eonnect internal circuitry.

Manufacturing increasingly sophisticaééectronic interconnect products requires subsibimvestment in advanced production
facilities, engineering and manufacturing experéiad process technology. These capital and tecgpobmuirements have led to
consolidation in recent years, reducing the nunob@rinted circuit board manufacturers in the Udif&tates from approximately 950 in 1992
to approximately 680 in 2000. Despite this consdlh, the printed circuit board market remaingingnted, and we expect consolidation to
continue. Of the approximately 680 printed cirhgard manufacturers in the United States in 200, thirteen independent manufacturers
had revenues in excess of $100 million, and themeufacturers comprised 54% of the domestic printenlit board market.
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There are several significant trends iithe electronic interconnect industry. Theseudet

Increasing Complexity of Electronic Equipment.  The increasing complexity of electronic equiptndrives technological
advancements in interconnect products. OEMs argrneally designing more complex and high performealectronic equipment, which
requires printed circuit boards that accommodajbéri speeds, component densities, frequenciesardting temperatures. We believe this
trend is increasing the demand for interconnectufaturers with superior manufacturing processriggles and engineering support.

Emerging Markets.  Although current demand is down, the demandrfore complex multilayer printed circuit boardsliszen by the
long-term expansion of traditional markets for higid commercial electronic equipment, such as comizations, computing and test and
measurement. We believe that these emerging masilétontinue to grow as a result of technologichbnges, demands for wider variety of
electronic product features, greater bandwidthiaaaasingly powerful electronic components, howegeowth will be at a slower pace than
experienced in recent years.

Shorter Product Life-Cycles for Electronic Products.  Rapid advances in technology have significasltigrtened the life-cycles of
complex electronic products and placed increasessspire on OEMs to develop new products in shoeogs of time. The time-to-market
demands of OEMs have increased emphasis on theeargig and quick-turn production of small unitwoles of printed circuit boards in the
prototype development stage. In addition, the sssoéfirst-to-market products has heightened #raahd for manufacturing expertise and
process controls that enable manufacturers to tyrkceed to volume production.

Increased Demand for Integrated Products and Services.  The accelerated time-to-market and time-to-n@wneeds of OEMs of high-
end equipment have resulted in increased collaiboratith interconnect providers that can offer engiring support in the design phase and
manufacturing scalability throughout the produfe-tycle. Many OEMs are limiting their vendor base smaller number of technically
qualified providers that are able to offer a broatge of interconnect products and services.

Products and Services

We offer a broad range of products amdises designed to meet our customeeseds for complex multilayer printed circuit boaats
backplanes. Our products and services span thedoeom product conception through volume productiod include the following:

Design Assistance and Engineering Services. We provide design assistance and engineerinicss in the early stages of product
development to ensure that mechanical and elecéliements are integrated to achieve a high quatity cost-effective product. We also
evaluate customer designs for manufacturability, areen appropriate, recommend design changes twegdanufacturing costs and lead
times or increase manufacturing yields and theityuail finished printed circuit boards. We belietvgs cooperative process shortens the time
in transition from the development of the prototgesign to volume manufacturing and facilitatesdakvery of high quality products in a
timely fashion. By working closely with our custore¢hroughout the design and manufacturing prosesgain insight into their future
product requirements.

Quick-Turn Prototype and Pre-Production Services.  We produce quick-turn prototypes with lead snoé three to fifteen days for the
product development groups of our customers. We @igduce prototypes in pre-production quantitiéth vead times of ten to fifteen days
for these customers. We offer volume production pnadotypes within the same facility. By using g@me processing lines to manufacture
prototypes, our prototypes more accurately reptes@nvolume products. This allows us to shortenttime in transition from the
development of prototype designs to volume manufaay and facilitates the volume delivery of highatjty complex printed circuit boards
in a timely fashion.

Volume Production.  Volume production is characterized by standead times of six to eight weeks, as printed cirboards move
to full-scale commercial production. At this stagfgoroduction, quality, on-time delivery, processability and price are the factors most
important to our customers. Our engineering cajgbil




enables us to produce, in volume, technologicaphssticated printed circuit boards of up to 40=iyutilizing high performance materials
and leading edge fabrication techniques. In additiar manufacturing process controls enable msdet the accelerated time-to-market and
time-to-volume requirements of our customers.

Backplanes. We produce backplanes for our customers. Bacdlgsl are generally larger and thicker printed gilmards on which
connectors are mounted to interconnect printediitibmards, integrated circuits and other electr@oimponents. In addition to providing
backplane fabrication services, we also perfornorfiéquency testing services to evaluate the perdmce of backplane circuits across a
spectrum of frequencies.

Markets and Customers

The following table shows, for the pesdddicated, the percentage of our net sales tpriheipal market segments we serve:

Fiscal Years

2001 2000 1999
Ma rket Segments:
Co mmunications 59.4% 51.7% 37.%
Co mputing 19.2 21.7 32.¢
Te st and Measurement 19.= 24.2 25.4
Oth er 2.1 2.8 3.6
To tal 100.(% 100.(% 100.(%

Our five largest OEM customers duringdis2001, in alphabetical order, were Cisco Systémesent Technologies, Motorola, Storage
Technology Corp., and Teradyne. Our five largesMaftistomers comprised 64.1%, 67.5% and 67.8% ohetisales during fiscal 2001,
2000 and 1999, respectively. In fiscal 2001 and2@isco Systems, Motorola and Teradyne each ateddor more than 10% of our net
sales. Cisco Systems, Hewlett-Packard, MotorolaTakdronix each accounted for more than 10% oframirsales in fiscal 1999. We expect
to continue to depend on a small number of custerfzera significant portion of our net sales fo foreseeable future. The loss of or
decrease in orders from one or more major custooters reduce our revenues. In the second halscélf 2001, we experienced significal
lower levels of orders from our major customerse Sdanagement Discussion and Analysis of Finan€@ahdition and Results of
Operations.”

Our sales to OEMs include sales madeautfiv@ontract manufacturers that assemble componardsr products for resale to OEMSs.
Approximately 52.9%, 54.8% and 31.2% of our ne¢saere through our contract manufacturing custenmefiscal 2001, 2000 and 1999,
respectively.

Sales and Marketing

We market our products through a fielddshdirect sales force, field application enginem@nufacturers’ representative firms and
customer service personnel. We employ field appitoeengineers in regions across the U.S, who seswle technical interface between
Merix and customers’ design engineering teams.fleld application engineers integrate into the oostrs’design teams as technical expe
providing information and modeling data to asstiat the final printed circuit board design meetsaie electrical performance requirements,
cost goals, and design guidelines for manufactlitabiVe are also represented by independent matwrirs’ representative firms in the
United States, Europe and Canada.

Our sales force develops close relatipssiith our OEM customers beginning at the earlievelopment and design phases and
continuing throughout all stages of productionatitition, because contract manufacturers are isitrglg being given discretionary author
from OEMSs to award business to printed circuit do@anufacturers, we also target contract manufargas well as OEMs and leverage our
relationships with OEMs to access new business eattiract manufacturers.
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Supplier Relationships

We have entered into strategic relatigrshvith certain suppliers of laminates, raw matisrand services to reduce lead times and
inventory carrying costs, enhance the quality atidbility of the supply of raw materials and redutansportation and other logistics costs.
For example, Matsushita Electronics Materials, yalkeinate supplier, operates a factory productagdard and high performance laminates
adjacent to our facility. Isola Laminate SystemspCaanother laminate supplier, utilizes an indejgen warehouse distribution center
adjacent to our facility to offer just-in-time dediry of high-performance raw materials. In additibfania Technologie, Inc. USA provides on-
site electrical test services at our facility.

We rely on our suppliers for laminated aaw materials to complete our customers’ purcloaders. Although we work with our
customers and suppliers to minimize the impachoftages in materials, we have occasionally expeeie short-term effects due to price
fluctuations and delayed shipments. If a significghrortage of raw materials or laminates were tugour operating results would be
materially adversely affected. We also depend small number of suppliers for many of the raw miaterand laminates that we use in-



business. If we were unable to continue to purchizsse raw materials and laminates from our suggpler operating results would be
materially adversely affected.

Manufacturing and Technology

The increasing complexity of electroniogucts has driven technological advancementst@rdonnect products and has placed
increasingly more difficult demands on the manufaoy process. We have invested in production teldgy to manufacture dense multila
printed circuit boards utilizing advanced fabrioatprocesses and high performance materials imlproduction, with excellent reliability.
We employ numerous advanced manufacturing techaigod systems, including automated imaging systeomseyorized automated opti
inspection, computer controlled hot oil vacuum laation, high-speed computer controlled drilling aodting, automated registration
optimizers, periodic reverse pulse metal platingytpimageable solder mask processing, dual-sidegsacelectrical testing and surface
coating. Our execution of these techniques enatsdés manufacture complex printed circuit boardsafsistent quality in high-volume and
on a timely basis.

In general, we receive circuit designediy from our customers in the form of computetadfiles, which we review to ensure data
accuracy and product manufacturability. Using thasaputer files, we generate images of the cingaiiterns that we develop on individual
layers using advanced photographic processes. fhrawariety of plating and etching processes,electvely add and remove conductive
materials forming horizontal layers of thin tracesircuits, which are separated by insulating malteA finished multilayer printed circuit
board laminates together a number of layers ofitisg using intense heat and pressure under vac\Mentical connections between layers
are achieved by plating through small holes calied. Vias are made by highly specialized drilleguipment capable of achieving extremely
fine tolerances with high accuracy. We specializbigh layer printed circuit boards with extreméhe geometries and tolerances. Becau:
the tolerances involved, we use clean rooms iraerhanufacturing processes where tiny particleghtrotherwise create defects on the
circuit patterns and use automated optical inspaaystems to ensure consistent quality.

To organize and track our orders, mateead processes, we have developed a proprietanputer-integrated manufacturing system
called the Computer On-Line Loading and Trackinstem. This system tracks all phases and aspestwpffloor production in real time,
delivering crucial information to every decisioniftausing online statistical process control tcensl helps us analyze and continually
improve our products and processes.

We are members of the Advanced Embeddsdie Technology Consortium funded by the Natiémstitute of Standards and
Technology and administered by the National CefisteManufacturing Sciences. This consortium wasgies] to develop new materials,
tools and manufacturing techniques for embeddirg th

majority of passive electrical devices, such astes and capacitors, into the structure of atpdrtircuit board. This new technology should
reduce costs and space requirements and improvelthkility and performance of many electrical eg. We believe our participation in
this project will help us maintain our technologgtlership and provide us with additional fundingdor engineering research in this area of
interconnect product development.

Competition

We believe our major competitors arel#iige U.S. and international independent produiterisalso manufacture multilayer printed
circuit boards and provide backplane and othertleic assemblies, such as Dynamic Details Incneyuovell, Multek (a division of
Flextronics International Ltd.), Sanmina, TTM Teologies Inc. and Viasystems. We believe our abititgompete successfully depends
upon a number of factors, including our responsgsrio customers in delivery and service, our telcigical capability, our product quality
and our pricing. See “Management’s Discussion andlysis of Financial Condition and Results of Oiers—Risk Factors Affecting
Business and Results of Operations.”

Backlog

Our 90-day backlog was approximately $1fillion at the end of fiscal 2001, $35.4 millianthe end of fiscal 2000 and $18.0 million
at the end of fiscal 1999. A substantial portiorof backlog is typically scheduled for deliverythin 60 days.

The level and timing of orders placedoby customers vary due to a number of factorsugling customer attempts to manage
inventory, changes in customer manufacturing sgfateand variations in demand for customer prodBzsause we do not generally obtain
long-term purchase orders or commitments from ostamers, we must anticipate the future volumerdérs based on discussions with our
customers. We rely on our estimates of anticipatade volumes when making commitments regardimgléfrel of business that we will se
and accept, the mix of products that we intend amufacture, the timing of production schedulestimedevels and utilization of personnel
and other resources. A customer may cancel, realudelay orders that were previously made or gudieid. A significant portion of our
backlog at any time may be subject to cancellatiopostponement without penalty. We may not be @btenely replace canceled, delaye!
reduced orders. In the second half of fiscal 2084 experienced significant shortfalls between owedasts of orders and actual orders, and
higher levels of customer order deferrals and détwmns. Significant or numerous cancellationsiugtions or delays in orders by a customer
or group of customers could lead to under-utilmatdf our installed capacity and harm our resultsperations. In the near term, we expect
our forecasting ability to be less accurate thdra#t been in prior periods.

Patents and Other Intellectual Property



Although we seek to protect certain pigtary technology and other intangible assets tinquatents, we have relatively few patents
and believe our business depends on our effeckieution of fabrication techniques and our abii@dymprove our manufacturing processes
to meet evolving industry standards. In additioecduise manufacturing printed circuit boards requitg employees to have sufficient know-
how to operate advanced equipment and to condusttse and complicated manufacturing processesjepend to a large extent on
training, recruiting and retaining these employees.

Environmental Matters

We are required to comply with federtdte, county and municipal regulations regardirgjqmtion of the environment. Printed circuit
board manufacturing requires the use of a varietpaterials, including metals and chemicals. Assult, we are subject to environmental
laws relating to the storage, use and disposaheiicals, solid waste and other hazardous mateaisiell as air quality regulations. Water
used in the manufacturing process must be treateshtove heavy metals and neutralized before ibeagischarged into
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the municipal sanitary sewer system. We operatenaaidtain effluent water treatment systems andzetépproved laboratory testing
procedures at our manufacturing facility underugffit discharge permits issued by authorized goventehagencies. These permits must be
renewed periodically and are subject to revocdtidhe event of violations of environmental law®rtain waste materials and byproducts
generated by our manufacturing processes aresapptroved third parties for recycling, reclamatimaatment or disposal. We believe our
environmental management complies with environnigmtgection requirements in all material respects.

Employees

As of May 26, 2001 we had a total of B@snployees, all of which were regular employeeméNof our employees is represented by a
labor union. We have never experienced an emplogiaéed work stoppage. We believe our relationshiip our employees is good.

Executive Officers

The following table sets forth certaifoirmation with respect to our executive officers:

Executive Officers Age Position

Ma rk R. Hollinger 43 Chief Executive Officer, President and Direct:

Jan ie S. Brown 56 Senior Vice President, Chief Financial Officer, dsarer and
Secretary

An aya K. Vardya 38 Senior Vice President of Operatior

Da niel T. Olson 46 Vice President of Sales and Marketir

Mark R. Hollinger has served as Chief Executive Officer since Sepeerh®99 and as President since May 1999. Mr. Hy#lirwas
elected to the Board of Directors in May 1999. Mollinger joined Merix in September 1997 as SeMare President of Operations and
served as Chief Operating Officer from August 1898&eptember 1999. Prior to joining Merix, he sgbntée years as Vice President of
Operations at Continental Circuits Corporation. ékperience also includes more than a decade af ¥8¥re he served in a variety of
positions including PCB Manufacturing Superintertden

Janie S Brown has served as Senior Vice President since Jan08dy, Secretary since September 1999, Chief Finb@¢éier since
August 1998 and Treasurer since September 1997BiMwin served as Vice President from April 1998anuary 2001 and as Corporate
Controller from June 1995 until August 1998. Froap@mber 1982 until joining Merix, Ms. Brown heldrious positions, including audit
partner, with Deloitte & Touche LLP.

Anaya K. Vardya has served as Senior Vice President of Operatione danuary 2001 and Vice President of Operafiams
December 1999 to January 2001. Mr. Vardya joinediMa October 1997 as Director of Forest Grove f@giens. Prior to joining Merix, M
Vardya was the Corporate Development Manager fati@ental Circuits Corporation from November 1964ctober 1997. From 1985 to
1994, Mr. Vardya held a number of positions wittMBncluding Engineering Manager for IBM’s Austifiexas facility.

Daniel T. Olson has served as Vice President of Sales and Marksiireg October 1999. From 1992 to April 1999, Misad held
various positions, including Director of Strate&igsiness for the Electronics Business Group of Maafid, Inc. From 1982 to 1991, Mr.
Olson served in a number of sales roles, inclutiational Sales Manager, for Olin Corporation.

ITEM 2. PROPERTIES.

We currently manufacture all of our protuon our 73-acre Forest Grove campus, which dedwapproximately 243,000 square feet of
manufacturing facilities and a 62,500 square fomihing and
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administration facility. Our manufacturing facility ISO 9002 certified, and we use total qualitynagement systems to meet the higl



industry standards for product quality.

We are engaged in a capacity expansiogram and are constructing a leased manufactuaicifity located at Wood Village, Oregon
with approximately 90,000 square feet. This fagilit expected to begin production in March 2002 Séanagement’s Discussion and
Analysis of Financial Condition and Results of Ggtems—L.iquidity and Capital Resources—Capacity &hgion.”

ITEM 3. LEGAL PROCEEDINGS.

We are not involved in any material ktigpn. From time to time we may be involved inglition arising in the normal course of our
business.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

We did not submit any matters to a vdteuwr stockholders during the fourth quarter otéisyear 2001.
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PART Il
ITEM 5. MARKET FOR THE REGISTRANT 'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS.

Our common stock is traded on the Naddtipnal Market under the symbol “MERX.” The follavg table sets forth, for the periods
indicated, the high and low sales prices per sbhoair common stock as reported on the Nasdaq healtidarket.

High Low

Fis cal year 2001:

Qu arter 4 $25.76 $11.00
Qu arter 3 41.25 10.63
Qu arter 2 69.00 23.31
Qu arter 1 49.75 17.21
Fis cal year 2000:

Qu arter 4 $20.25 $ 9.92
Qu arter 3 15.25 6.62
Qu arter 2 9.50 6.17
Qu arter 1 7.59 3.79

As of July 25, 2001, the last reportelé gaice of our common stock on the Nasdaq Natidfelket was $22.16 per share. As of July
25, 2001, there were approximately 81 shareholoferscord and approximately 4,800 beneficial shaldérs of our common stock.

We currently intend to retain any earsifigr use in our business and, therefore, we daniitipate paying any cash dividends in the
foreseeable future. We have never declared orgraictash dividends on our capital stock. In tharitthe decision to pay any cash
dividends will depend upon our results of operatjdimancial condition and capital expenditure plaas well as such other factors as our
Board of Directors, in its sole discretion, may sider relevant.

ITEM 6. SELECTED FINANCIAL DATA.

2001 2000 1999 1998 1997

(In thousands, except per share data)
Statement of Operations Data:

Net sales $183,90! $155,87. $113,98: $178,62 $156,18:
Netincome (loss) 26,59 7,45¢ (20,687) 2,13¢ 321
Ba sic net income (loss) per share* $ 1.0 $ ( $  (2.2) $ 0.2 $ 0.0
Dil uted net income (loss) per share* $ 1.8 $ 7. $  (2.20) $ 0.2 $ 0.0

Balance Sheet Data

Wo rking capital $ 65,97 $ 73,54 $ 14,32 $ 40,75! $ 45,58
To tal assets 175,68 159,30t 109,38: 135,16¢ 130,44¢
Lo ng-term debt, less current portion 16,00( 25,15( 34,29¢ 40,00( 42,39(

Sh areholders’ equity 134,19: 101,73: 50,32¢ 70,19: 67,41¢



*  Restated for the three-for-two stock split effecteyust 25, 2000
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS.

Overview

We are a leading manufacturer of techgioldly advanced electronic interconnect solutiforsuse in sophisticated electronic
equipment. Our principal products are complex rfaylér printed circuit boards, which are the platisrused to interconnect microprocess
integrated circuits and other components that ssergial to the operation of electronic products systems.

Our fiscal year consists of either theo53-week period ending on the last Saturday &y Mriscal years 2001, 2000 and 1999 were
52-week years. For convenience, all of our fisearg are presented as ended on May 31.

Throughout 2001, we continued our focnsostomers who require advanced technology pricitedit boards and we were able to
increase average selling prices by increased higicenology sales and higher levels of premiummageOur premium revenue consists of
both compressed lead-time and quick turn protosypepre-production revenues. In the first halfie¢dl 2001 we continued to experience
high customer demand and a focus on the availaloifitapacity rather than product price. Approxieiat39% of our sales in the first half of
2001 were premium revenues, consisting of quick puototype and pre-production and compressedtiesgvolume orders.

In the second half of 2001 demand fouwwd production and pre-production declined sigaifity. Approximately 29% of sales in the
second half were premium revenues, which primaeifiected a relatively high demand for quick turntptypes. We also significantly
expanded our customer base in the second halihg@di new customers and many new programs. MathyesE new customers are relativ
small companies, and our future business with tbastomers may be significantly affected by theitity to continue to obtain financing.

Results of Operations (Dollars in thousands)

Results of operations information in dadl and as a percentage of net sales are as follows

Years Ended May 31, Percentage of Net Sales

2001 2000 1999 2001 2000 1999
Net sales $183,901 $155,87. $113,98. 100.% 100.%  100.(%
Cost of sales 126,10 125,45t 110,53: 68.€ 80.t 97.C
Gr oss profit 57,79¢ 30,41¢ 3,44¢ 31.4 19.5 3.C
Op erating expenses

Engineering 5,36( 4,48¢ 4,10( 2.9 2.8 3.€
Selling, general and administrativ: 13,37: 11,18¢ 9,04t 7.3 7.2 7.8
Restructuring — — 21,75( — — 19.1
To tal operating expense: 18,73: 15,67: 34,89t 10.2 10.1 30.€
Op erating income (loss) 39,06¢ 14,74« (31,449 21.2 9.4 (27.€)
Int erest income 4,46( 922 912 2.4 0.€ 0.8
Int erest expense (2,039 (3,052 (2,906 (1.0 (2.0 (2.5
Other income (expense), ne (102) (38€) 85 0.2 0.2 0.1
Inc ome (loss) before taxe: 41,38¢ 12,22¢ (33,35¢) 22.t 7.8 (29.2)
Inc ome tax (expense) benef (14,797 4,770 12,67¢ (8.0 3.0 11.1
Netincome (loss) $ 2659 $ 7,45 $ (20,68) 14.5% 4%  (18.)%
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Comparison of Fiscal Years 2001 and 2000
Net Sales

Our net sales were $183.9 million indiis2001, an increase of 18.0% from net sales ob®1&illion in fiscal 2000. The increase in
sales for the year was primarily the result ofimfable sales mix partially offset by lower volurngt shipments, especially in the second
of fiscal 2001. The favorable sales mix resulteahfra higher percentage of more technologically aded printed circuit boards and premi
revenue, both of which have higher average salesgpcompared to the sales mix in the prior yaathé first half of fiscal 2001, premium
revenues resulted primarily from compressed lea@-trolume orders as customers focused on availabflicapacity rather than pricing. In
the last half of fiscal 2001, consistent with intiygrends, we experienced a downturn in custoneenahd for volume orders, but realized an
increase in demand for prototype orders. Premiwamae, consisting of both prototype and comprekssditime volume orders, comprised
34.8% of net sales in fiscal 2001 compared to 23rifiscal 2000.

Sales in the communications market segimereased in dollars and as a percentage of safestal 2001 compared to fiscal 2000.
number of communications customers has increased dipproximately 30 in fiscal 2000 to approximatlyin fiscal 2001. See “Business—
Markets and Customers.”

Our five largest OEM customers compri6éd. % of our net sales in fiscal 2001, comparegi7t®d% in fiscal 2000. Our sales to OEMs
include sales made through contract manufactugaies through contract manufacturers were 52.98tiohet sales in fiscal 2001 compared
to 54.8% in fiscal 2000. Three customers each agedufor more than 10% of our net sales in fis€flZand 2000. See “Business—Markets
and Customers.”

The favorable growth in revenues durisgdl 2001 as compared to fiscal 2000 is not necigsndicative of results to be expected for
future periods and we are unable during this tifew visibility to forecast revenues for periodsylond the next quarter. Future demand and
product pricing are dependent upon a variety abfadncluding product mix and demand for quickatorders, competitive pressure in the
circuit board industry, and economic conditiongefing the electronics industry in general andntiagkets we serve. The current uncertainty
regarding the level and timing of an economic recgyn our product markets and volatility in oustamer forecasts makes our forecasting
inherently less reliable than in prior periods.

Gross Profit

Our gross profit as a percentage of salegross margin, was 31.4% in fiscal 2001 an8%8in fiscal 2000. Gross margin increased in
fiscal 2001 primarily due to a favorable produckrand cost reductions. Our product mix was favardiglcause we produced a greater
proportion of advanced technology printed circaiaitls and premium orders, which provide signifilsanigher gross margins. Our cost
reductions consisted of higher production yieldanofacturing process improvements and lower raverigtand supply costs because of
better supplier arrangements. The effect of catitagons and a favorable product mix on gross margfiscal 2001 was partially offset by a
significant decline in capacity utilization in tkecond half of fiscal 2001.

Engineering

Our engineering expenses were $5.4 miitiofiscal 2001 and $4.5 million in fiscal 200@presenting 2.9% of our net sales in each of
those periods. The increase in engineering exparfsgcal 2001 resulted primarily from increase@dieount required to support the higher
technology products manufactured, higher produdgeasls in the first half of fiscal 2001 and capp&xpansion activities.

Slling, General and Administrative

Our selling, general and administrativpenses were $13.4 million and $11.2 million it&éis2001 and fiscal 2000, respectively,
representing 7.3% and 7.2% of our net sales irethesiods. The increase in selling,
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general and administrative expense resulted priyniaom an increased provision for bad debts, insss in sales and administrative
headcount required to support our growth in thet fialf of fiscal 2001 and increased reserves @ibrof-warranty costs.

Interest Income

Interest income increased to $4.5 miliiofiscal 2001 from $922,000 in fiscal 2000 duéhe short-term investment of the $41.3
million proceeds from the May 2000 public offeriafjcommon stock as well as cash generated fromatipaes during fiscal 2001.

Interest Expense

Interest expense declined to $2.0 milliofiscal 2001 from $3.1 million in fiscal 2000iprarily due to $9.2 million in principal
payments on long-term debt and the capitalizatfoapproximately $296,000 of interest costs relatethe capacity expansion projects.
Capitalized interest will be amortized over theefwof the buildings and equipment to which it redat

Other Income (Expense), Net



Other income (expense), net, was ($1@8,00fiscal 2001, compared to ($386,000) in fis2@D0. The decrease in other expense was
primarily due to greater losses on the disposatafiufacturing equipment in fiscal 2000.

Income Taxes

Our effective tax rate was approximafty7% in fiscal 2001 compared to 39.0% in 2000. fEtriction in the effective tax rate was
due to benefits recorded in fiscal 2001 from fonesgles exclusion and the resolution of IRS taxassWe expect our effective tax rate for
fiscal 2002 to approximate 38.5%.

The Internal Revenue Service has examinedederal income tax returns for fiscal year93,91996 and 1997. This examination was
closed during fiscal 2001 after a settlement washed with the Internal Revenue Service.

Comparison of Fiscal Years 2000 and 1999
Net Sales

Our net sales were $155.9 million indis2000, an increase of 36.8% from net sales oft®lillion in fiscal 1999. The increase in
sales was primarily the result of higher levelslefmand from new and existing customers as theretéctequipment industry recovered from
the downturn of 1998. Additionally, our averagdisglprices rose in the latter half of fiscal 2088 a result of a favorable sales mix, inclu
increased levels of advanced technology printezlitiboards and quick-turn printed circuit boardsthe last half of fiscal 2000, we began to
experience increased customer demand and an iedreastomer focus on the availability of capacitther than product price. Net sales in
fiscal 1999 included five months of sales from baveland manufacturing facility ($11.9 million), vef we closed in October 1998, and r
months of sales from our Soladyne manufacturingit@g€$5.6 million), which we sold in February 199

Sales in the communications market seginereased in dollars and as a percentage of safescal 2000 compared to fiscal 1999 as a
result of continued strong demand for data comnatitins, primarily associated with the growth of theernet, and increasing use of wirel
communications.
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Our five largest OEM customers represgiBfe5% of net sales in fiscal 2000 and 67.8% t&akes in fiscal 1999. Our sales to OEMs
include sales made through contract manufactudars sales to contract manufacturers were 54.8%b$ales in fiscal 2000 and 31.2% of
net sales in fiscal 1999. Three customers eachuated for more than 10% of our net sales in fi2€#l0, and four customers each accounted
for more than 10% of our net sales in fiscal 1999.

Gross Profit

Gross profit as a percentage of net salegross margin, was 19.5% in fiscal 2000 anda3i®fiscal 1999. Gross profit increased in
fiscal 2000 primarily as a result of higher capaditilization, a favorable product mix and costuetibns. In the latter half of fiscal 2000, we
began to experience high capacity utilization ralgs to increased demand, particularly from outarusrs in the data communications and
wireless communications markets. Our product miz feaorable because we produced a greater numlelvahced technology printed
circuit boards and quick-turn printed circuit bogrdrhich provide significantly higher gross margi@sir cost reductions consisted of higher
production yields, manufacturing process improvetsiand lower raw material costs because of baffgpler arrangements. Gross margin in
fiscal 1999 was negatively affected by a $1.1 wmllivrite-off of inventory related to the restructuring dissed below. In addition, because
the downturn in the electronic equipment industryt 998, our capacity utilization in fiscal 1999 vggnificantly below our historical capac
utilization levels.

Engineering

Our engineering expenses were $4.5 milliod $4.1 million in fiscal 2000 and fiscal 198&spectively, representing 2.9% and 3.6% of
our net sales in those periods. Engineering exgensee reduced in fiscal 1999 as a result of tipita&ation of $650,000 in engineering
labor expenses related to the Forest Grove expapsigect. These costs are being amortized ovenoappately seven years, commencing in
fiscal 1999.

Slling, General and Administrative

Our selling, general and administratixpenses were $11.2 million and $9.0 million in &s2000 and fiscal 1999, respectively,
representing 7.2% and 7.9% of our net sales irethesiods. The increase in selling, general andradirative expenses in fiscal 2000 was
primarily attributable to increased selling expensasulting from a larger sales force and highemro@ssions on greater net sales, and to a
lesser extent, increased general and administratipenses generally resulting from the growth ef@ompany.

Restructuring

In the first quarter of fiscal 1999, weglemented a restructuring plan designed to impoayecity utilization and lower our cost
structure. We closed our Loveland, Colorado facilit October 1998 and laid off approximately 340nufacturing and support employe



located there, sold our Soladyne facility in Saedai, California and laid off approximately 35 eny@es from administrative, engineering
and support functions at our Forest Grove, Oregoation. We also transferred a portion of the mactufring equipment used in the Lovel
facility to our Forest Grove site. Installationtb® manufacturing equipment was completed in Deegrh®99.

Interest Income

Interest income remained relatively #a8922,000 in fiscal 2000 compared to $912,00s0al 1999.

Interest Expense

Interest expense increased to $3.1 miilicfiscal 2000 from $2.9 million in fiscal 1998he increase resulted from capitalizing interest
of approximately $584,000 in fiscal 1999, partialfyset by lower interest
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expense in fiscal 2000. The lower interest expéméiscal 2000 resulted from $8.0 million of pripal payments made during the year.

Other Income (Expense), Net

Other income (expense), net, was $(3&9,00fiscal 2000, and $85,000 in fiscal 1999.iktél 2000, we incurred finance charges of
$75,000 in connection with the restructuring of senior unsecured notes and retired manufactugogment. In addition, during 1999, we
received a settlement payment.

Income Taxes

Our effective tax rate was approxima@d9s in fiscal 2000 compared to 38% in fiscal 19B8e net operating losses we incurred in
fiscal 1999 were carried forward to offset our talrancome for fiscal 2000.

Liquidity and Capital Resources
As of May 31, 2001, we had $26.8 milliarcash and cash equivalents as well as $36.3omiifi short-term investments.

Cash provided by operating activitie§isgal 2001 was $47.8 million. Cash provided byragieg activities consisted primarily of net
income for the period, adjusted for depreciatiod amortization and deferred income tax expensettandet reduction in our investment in
working capital for the year. Accounts receivahie inventories decreased as a result of the losweld of sales and production in the later
half of fiscal 2001. The deferred tax asset dee@asie to the utilization of our net operating loagyforward.

Cash used in investing activities in&is2001 was $75.9 million. Cash was used for thestment in short and long-term corporate
securities and the purchase of manufacturing egemprand facilities pursuant to our capacity expamgrogram. We had capital
commitments of approximately $23.6 million as ofyvgi, 2001, primarily for manufacturing equipmentideasehold improvements at
Wood Village.

Cash used in financing activities in 62001 was $6.8 million, used primarily for redaons in the principal balance of our senior
unsecured notes.

We had a secured note payable to Tektrmai. with $1.2 million outstanding at May 31, 20@vhich bore interest at 7.5% per year.
This note was paid in full in June 2001.

We have $24.0 million outstanding undarisr unsecured notes held by two insurance corapahiterest is payable semi-annually at
7.9%. Semi-annual principal payments of $4.0 milliegan in September 1999, with a final princiggimpent of $8.0 million due in
September 2003. The notes contain certain finagol¢nants, including minimum net worth, debt ratial interest coverage and a make-
whole provision covering potential prepayment pgesl As of May 31, 2001, we were in compliancehvell covenants.

In February 2001, we obtained a $15.0ionilunsecured line of credit from a bank, whiclpiees in February 2002. Borrowings under
this line of credit would bear interest at the Bankime rate or alternative LIBOR based rateslabée at the time of borrowing. We have not
made any borrowings under this line of credit tteda

Capacity Expansion

We have been actively engaged in themsipa of our production capacity and technologazgdabilities since the announcement of
two capacity expansion projects totaling $90 millidhe expansion projects include the additiongofese footage at our Forest Grove faci
the construction of a 90,000 square foot leasedufaaturing facility located in Wood Village, Oregand significant expenditures on new
manufacturing
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equipment. The completion of these projects is etqukbto increase our manufacturing production cdaphy approximately 100% and be a
to support a revenue run rate of over $400.0 mildanually. Full capacity realization resultingrfrthese expansion projects is expected
available in the summer of 2004.

We have incurred total costs of approxetya$32.3 million related to these projects toed&Ve expect to fund our expansion projects
with a combination of internally generated fundsested capital and lease financing.

Our planned capacity expansions involgaificant risks. For example, we may encounterstarction delays, equipment delays, labor
shortages or disputes and production start-up enalthat could prevent us from meeting our custshaedivery schedules. We also expect
to incur new fixed operating expenses associatéi auir expansion efforts, including increases iprdeiation expenses and lease expens
our revenues do not increase sufficiently to ofteese expenses, our operating results may be Hafmaddition, the electronics industry is
cyclical and subject to significant economic downtucharacterized by diminished product demandd dgclines in average selling prices
and over-capacity. The electronics industry iseotty experiencing a recessionary period. Unfavierabonomic conditions affecting the
electronics industry in general, or any of our majestomers, may affect our ability to successfutifize our additional manufacturing
capacity in an effective manner, which could adelgraffect our operating results.

We believe that our existing capital tgses and cash generated from operations showddffieient to meet our working capital and
capital expenditure requirements through at ldegsnhext 12 months.

Risk Factors Affecting Business and Results of Opations

This report contains forwalabking statements that involve risks and uncetiezén These statements relate to future eventsiroiueure
financial performance. In some cases, you caniigefiorward-looking statements by terminology inding “could,” “may,” “will,” “should,”
“expect,” “plan,” “anticipate,” “believe,” “estimat” “predict,” “potential” or “continue,” the negat of these terms or other comparable
terminology. These statements are only predictidiatual events or results may differ materially ewaluating these statements, you should
specifically consider various factors, including tiisks described below and those listed from tiongme in our other Securities and
Exchange Commission reports or otherwise disclseas. These factors may cause our actual resuttdfer materially from any forward-
looking statement.

” o ”ou ” o« ” o ” o«

Although we believe the expectationsaetd in the forward-looking statements are redsenae cannot guarantee future results,
levels of activity, performance or achievements. kkeunder no duty to update any of the forwarddlog statements after the date of this
report, to conform them to actual results or tongfes in our expectations.

If economic conditions decrease demand for electramproducts or adversely affect the market for eleonic products, we could
continue to experience reduced sales and lower gomargins.

Our business depends on the electrondissiry, which is subject to intense competiti@pid technological change, short product life
cycles and pricing and margin pressures. When tiaesers adversely affect our customers, we susifeilar effects. Our customers are
primarily manufacturers in the communications, catingy and test and measurement segments of thiecglexs industry. At any time, our
customers can discontinue or modify products cairtgicomponents manufactured by us. This discoatina or modification could
adversely affect our results of operations.

In addition, the electronics industry héstorically been cyclical and subject to sigrafit economic downturns characterized by
diminished product demand, rapid declines in avesailing prices and over-capacity. The electramdaistry is experiencing a recession and
is likely to experience recessionary periods in
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the future. The economic conditions affecting tleeteonics industry, in general, or any of our majostomers, in particular, has adversely
affected our operating results and may do so irfthee.

Because a small number of customers account for alsstantial portion of our revenue, our revenue cou decline if we lose a major
customer or if a major customer demands less of oyroducts or cancels or delays orders.

Historically, we have derived a signifitg@ortion of our revenue from a limited numbercaétomers. Our top five OEM customers
represented 64.1%, 67.5% and 67.8% of our net safescal 2001, 2000 and 1999, respectively. &edil 2001, Cisco, Motorola, and
Teradyne each accounted for more than 10% of dusales. We expect to continue to depend upon d saraber of customers for a
significant portion of our net sales for the foreslele future. The loss of or decrease in ordera fsoe or more major customers could reduce
our revenues and materially adversely affect marfcial condition and results of operations. Oueneies declined significantly in the sect
half of 2001.

Our quarterly operating results may fluctuate signficantly.

Our quarterly results of operations argject to significant variation for a variety ofasons, including the following:



 the timing and volume of our customers’ orders;

e price and product competition;

« changes in the mix of products we sell;

* the levels at which we utilize our manufacturingaeity;

» our level of experience in manufacturing a parécyroduct;

« difficulties we may face integrating acquired opienas;

« costs associated with adding new geographicalitmtsbr expanding our facilities;

« manufacturing process yields;

* raw material availability; and

» shortages of experienced labor.

Each of these factors has had in the pastmay have in the future, an adverse effeciusrquarterly operating results. In addition, a
significant portion of our operations expensesralatively fixed in nature and planned expenditaesbased in part on anticipated orders.

Any inability to adjust spending quickly enoughclmmpensate for any revenue shortfalls may maghdyetdverse impact of such revenue
shortfalls on our results of operations. As a rfiesulr operating results may vary significantlyrfrone quarter to the next.

Competition in the market for electronic interconnect solutions is intense, and could reduce our salesd prevent us from achieving ol
maintaining profitability.

The market for electronic interconnedtions is intensely competitive, highly fragmentatt rapidly changing. We expect
competition to persist and intensify, which cougult in price reductions, reduced gross marginsl@ss of market share. We believe our
major competitors are the large United States ateriational independent producers that also matwkamultilayer printed circuit boards
and provide backplane and other electronic assesjtduch as Dynamic Details Inc., Honeywell, Muliklivision of Flextronics
International Ltd.), Sanmina, TTM Technologies land Viasystems. New and emerging technologiesnegylt in new competitors entering
our market.
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Many of our competitors and potential cetitprs have a number of significant advantages aseincluding:

 significantly greater financial, technical, marketiand manufacturing resources;
« preferred vendor status with our existing and pidéoustomers;

e greater name recognition; and

« larger customer bases.

In addition, these competitors may hédneedbility to respond more quickly to new or emeggiechnologies, may adapt more quickly to
changes in customer requirements and may devotgegmesources to the development, promotion aledo$dheir products than us. We m
continually develop improved manufacturing procegsemeet our customers’ needs for complex prodaais our basic interconnect
technology is generally not subject to significardprietary protection. We may not be able to neamor expand our sales if competition
increases and we are unable to respond effectilei§ing recessionary periods in the electronicsistid/, our competitive advantages in the
areas of providing an integrated manufacturingt8miuand responsive customer service may be legeriiant to our customers. Our
customers may become more price sensitive.

We believe price competition from printgctuit board manufacturers in Asia and other fiores with lower production costs may play
an increasing role in the printed circuit board ke in which we compete. While historically oungeetitors in these locations have
primarily competed in less technologically advanoeatkets, they continue to expand their technotogynclude higher technology printed
circuit boards. These competitors may gain markatesin the market for higher technology printedui board market, which may have a
material adverse effect on the pricing of our prid@and our gross margin and cause our sales teatec

If we lose key personnel, we could experience receat sales, delayed product development and diversiari management resources.

Our success depends largely on the assdircontributions of our key management, engingesales and marketing and professional
services personnel, many of whom would be diffitoilteplace. We do not have employment or-compete agreements with our k



personnel. If one or more members of our senioragement were to resign, the loss of personnel aesidt in loss of sales, delays in new
product development and diversion of managementress. We do not maintain “key man” insuranceqiedi on any of our personnel and
do not require our personnel to enter into non-cetitipn agreements with us.

If we are not able to retain or attract employees vth sufficient know-how to conduct our manufacturing processes, we mayot be able
to maintain or increase our production output and quality.

Manufacturing printed circuit boards rigga employees with sufficient know-how to operatiwanced equipment and to conduct
sensitive and complicated manufacturing proce§dese is intense competition for these types ofleyges. We have been successful in
attracting and retaining a sufficient number ofsthemployees in our operations to date. In thedutue may not be able to attract and ret;
sufficient number of these employees for our exgstiperations or our planned expanded operations.

Acquisitions may be costly and difficult to integrae, divert management resources or dilute sharehoét value.

As part of our business strategy, we make acquisitions of, or investments in, compargesgucts or technologies that complement
our current products, augment our market coveragiegance our technical capabilities or productiqraciy or that may otherwise offer
growth opportunities.
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In connection with these acquisitions or investragwee could:

. issue stock that would dilute our current shareta@doercentage ownership;

. incur debt and assume liabilities; and

. incur amortization expenses related to intangibkets; or

. incur large and immediate write-offs.

Future acquisitions also could pose numerous aaditirisks to our operations, including:

. problems integrating the purchased operationsntdolies or products;

. unanticipated costs;

. diversion of management’s attention from our carsifess;

. adverse effects on existing business relationshiftssuppliers and customers;
entering markets in which we have limited or nampexperience; and

. potential loss of key employees, particularly thokehe purchased organization.

We may not be able to complete one or more acgprisior integrate the operations, products or persbgained through any
such acquisition without a material adverse efgcour business, financial condition and resultspdrations.

We are subject to a variety of environmental laws.

We are required to comply with all fedestate, county and municipal regulations regaygirotection of the environment. Electronic
interconnect product manufacturing requires theafsevariety of materials, including metals anéiticals. Water used in the printed circuit
board manufacturing process must be treated tovemetal particles and other contaminants befararitbe discharged into the municipal
sanitary sewer system. As a result, we are sutmegirious federal, state, local and foreign envinental laws and regulations, including
those governing the storage, use, discharge apdsidisof hazardous substances in the ordinary eairsur manufacturing processes.
Although we believe our current manufacturing operes comply in all material respects with applieabnvironmental laws and regulations,
environmental legislation has been enacted andimtne future be enacted or interpreted to crear@nmental liability with respect to ol



facilities or operations. We may be responsibletfiercleanup of any contamination discovered acawment and former manufacturing
facilities and could be subject to revocation afnpiés necessary to conduct our business. Furthecam not assure you that additional
environmental matters will not arise in the futatesites where no problem is currently known agits that we may acquire in the future.

ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSUR E ABOUT MARKET RISK.

Our exposure to market risk for changeisterest rates relates primarily to the incre@sgecrease in the amount of interest income we
can earn on our available funds for investment@nthe increase or decrease in the amount of stterpense we must pay with respect to
our various outstanding debt instruments. Theaigdociated with fluctuating interest expense igtdid) however, to the exposure related to a
certain credit facility that is tied to variable rket rates. We do not plan to use derivative fim@rinstruments in our investment portfolio. \
plan to ensure the safety and preservation ofrugsted principal funds by limiting default riskarket risk and reinvestment risk. We plan to
mitigate default risk by investing in high-creditality securities. Further information requiredthis item is included in Note 1 and in Note 4
of Notes to Financial Statements.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.
REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors and Shareholders of Merxgoration:

In our opinion, the accompanying balasiveets and the related statements of operatiosbaoéholders’ equity and of cash flows
present fairly, in all material respects, the ficahposition of Merix Corporation (the Company)May 26, 2001 and May 27, 2000, and the
results of its operations and its cash flows faheaf the two years in the period ended May 26,126Cconformity with accounting principles
generally accepted in the United States of Amefiteese financial statements are the responsilofithe Company’s management; our
responsibility is to express an opinion on thesarftial statements based on our audits. We cordiocteaudits of these statements in
accordance with auditing standards generally aedeptthe United States of America, which requira tve plan and perform the audit to
obtain reasonable assurance about whether thecfalatatements are free of material misstatenfemaudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements, assessing theuatiog principles used and significant
estimates made by management, and evaluating #ralbfinancial statement presentation. We beligng our audits provide a reasonable
basis for our opinion.

P RICEWATERHOUSEC OOPERS LLP

Portland, Orego
June 22, 2001
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INDEPENDENT AUDITORS’ REPORT
To the Board of Directors and Shareholders of Merxgoration:

We have audited the accompanying statesdroperations, shareholders’ equity, and cashsflof Merix Corporation for the year
ended May 29, 1999. These financial statementthareesponsibility of the Company’s management. @sponsibility is to express an
opinion on these financial statements based omodit.

We conducted our audit in accordance wittliting standards generally accepted in the dritates of America. Those standards
require that we plan and perform the audit to ebtagsonable assurance about whether the stateaf@psrations, shareholders’ equity, and
cash flows are free of material misstatement. Aditancludes examining, on a test basis, evidenpgarting the amounts and disclosures in
the statements of operations, shareholders’ eqnitycash flows. An audit also includes assessm@tlounting principles used and
significant estimates made by management, as welValuating the overall statements of operatisihareholders’ equity, and cash flows
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, such statements of openat shareholders’ equity and cash flows presaryf in all material respects, the results of
operations and cash flows of Merix Corporationtfar year ended May 29, 1999 in conformity with as@ing principles generally accepted
in the United States of America.

D ELOITTE & T OUCHE LLP

Portland, Orego
June 25, 199
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MERIX CORPORATION

BALANCE SHEETS
(In thousands)

May 31,
2001 2000
ASSETS
Cu rrent assets:
Ca sh and cash equivalents $ 26,79 $ 61,61
Sh ort-term investments 36,33’ —
Ac counts receivable, net of allowance of $1,8@d $337, respectively 15,89: 20,09¢
Inv entories 6,24( 9,44(
Inc ome tax receivable 1,32¢ —
De ferred tax asset 1,73¢ 10,04¢
Oth er current assets 1,50¢ 487
To tal current assets 89,82¢ 101,68
Pro perty, plant and equipment, net 77,52t 57,01
Lo ng-term investments 8,14¢ —
Oth er assets 187 611
To tal assets $175,68 $159,30!
LIABILITIES AND SHAREHOLDERS ' EQUITY
Cu rrent liabilities:
Ac counts payable $ 9,26 $ 12,37
Ac crued compensation 2,09( 3,81¢
Cu rrent portion of long-term debt 9,14¢ 9,14¢
Oth er accrued liabilities 3,35¢ 2,80t
To tal current liabilities 23,85¢ 28,14«
Lo ng-term debt 16,00( 25,15(
De ferred tax liability 1,637 4,281
To tal liabilities 41,49: 57,57¢
Co mmitments and contingencies — —
Sh areholders’ equity:
Pre ferred stock, no par value; authorized 10g}0es; none issued _ _
Common stock, no par value; authorized 50,000 sh#&gssed and outstandil
2001: 13,671 shares, 2000: 13,312 st 95,00¢ 89,13¢
Re tained earnings 39,19( 12,59:
To tal shareholders’ equity 134,19 101,73:
To tal liabilities and shareholders’ equity $175,68 $159,30!

See the accompanying Notes to Financial Statements.
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MERIX CORPORATION

STATEMENTS OF OPERATIONS
(In thousands, except per share data)

Years ended May 31,

2001 2000 1999
Net sales $183,901 $155,87. $113,98.
Cost of sales 126,10 125,45¢ 110,53«
Gr oss profit 57,79¢ 30,41¢ 3,44¢
Op erating expense
En gineering 5,36( 4,48¢ 4,10(
Sel ling, general and administrative 13,37: 11,18« 9,04¢
Re structuring — — 21,75(
To tal operating expenses 18,73: 15,67: 34,89t
Op erating income (loss 39,06¢ 14,74« (31,44
Int erest incomu 4,46( 92z 912
Int erest expens (2,039 (3,057 (2,90€)
Other income (expense), r (102 (38¢€) 85
Inc ome (loss) before taxt 41,38¢ 12,22¢ (33,35¢)
Inc ome tax (expense) bene (14,797 4,770 12,67¢
Net income (loss $ 26,59 $ 7,45 $ (20,68)
Netincome (loss) per shar
Basic $ 1.9 $ 0.7 $ (2.2)
Diluted $ 18 $ 07 $  (2.2)
Shares us_ed in per share calculatic
Ba sic 13,54( 9,861 9,404
Dil uted 14,47¢ 10,36" 9,40¢

See the accompanying Notes to Financial Statements.
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MERIX CORPORATION

STATEMENTS OF SHAREHOLDERS' EQUITY
(In thousands)

Common Stock

Unearned Retained
Shares Amount Compensation Earnings Total




Balance at May 31, 1998 as previously repol 6,20z $44,62! $(250) $25,81¢ $ 70,19
Ad justment for thre-for-two common stock spl
effected August 25, 2000 3,101 — — - -
Balance at May 31, 1998, as adjus 9,30¢ 44,62 (250 25,81¢ 70,19:
Net loss — — — (20,687 (20,687
Tax benefit related to stock based compense — (5) — — (5)
Stock issued under defined contribution p 27¢€ 912 — — 912
Am ortization of unearned compensat — — (90) — (90)
Shares surrendered or cance (25) (33¢) 337 — (D]
Balance at May 31, 1999, as adjus 9,55¢ 45,19 (©)] 5,13¢ 50,32¢
Net income — — — 7,45¢ 7,45¢
Ex ercise of stock optior 154 871 — — 871
Stock issued under defined contribution p 152 1,252 — — 1,252
Tax benefit related to sto-based compensatic — 507 — — 507
Am ortization of unearned compensat — — — 3
Sale of common stock, ni 3,45( 41,31« — — 41,31«
Balance at May 31, 2000, as adjus 13,31: 89,13¢ — 12,59: 101,73:
Net income — — — 26,597 26,597
Ex ercise of stock optior 34¢€ 2,38: — — 2,38:
Stock issued under defined contribution p 14 51¢ — — 51¢
Tax benefit related to sto-based compensatic — 2,97¢ — — 2,97¢
Shares surrendered or cance (D) (14 — — (14)
Balance at May 31, 200 13,67: $95,00:- $— $39,19( $134,19
See the accompanying Notes to Financial Statements.
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(In thousands)
Years ended May 31,
2001 2000 1999
Ca sh flows from operating activities:
Ne tincome (loss) $26,59° $ 7,45 $(20,68:)
Ad justments to reconcile net income (loss)d@baash provided by
operating activities:

De preciation and amortization 9,46( 8,964 8,081

Ta x benefit related to stock based comgiims 2,97¢ 507 (5)

De ferred income taxes 6,87¢ 4,041 (12,400

Am ortization of unearned compensation — 3 (90)

Re structuring charge — — 16,79¢

Co ntribution of common stock to definechcbution plan 51¢ 1,252 912

Oth er 1,44( 68€ 16¢

Ch anges in assets and liabilities:



Ac counts receivable 4,20¢ (2,58¢) 4,29¢

Inv entories 3,20( (2,909 4,25¢
Inc ome tax refund receivable (1,329 — 75¢
Oth er current assets (1,019 454 1,51¢
Ac counts payable (2,606 267 1,52(
Ac crued compensation (1,729 1,307 —
Oth er accrued liabilities (747) 662 (1,039

Ne t cash provided by operating adtsit 47 ,84¢ 20,11: 4,091

Ca sh flows from investing activities:

Ca pital expenditures (31,61 (10,759 (15,91
(Pu rchase of) maturity of investments, net (44,48¢) 7,501 (39)
Ne t proceeds from sale-leaseback of equipment — 4,492 —
Pro ceeds from sale of assets 20¢ 20C 4,537
Ne t cash (used in) provided by invegtctivities (75,89() 1,44¢ (11,415

Ca sh flows from financing activities:
Pri ncipal payments on long-term borrowings (9,150 (8,000) (2,230
Ex ercise of stock options 2,38: 875 —
Pro ceeds from sale of common stock, net — 41,31« —
Re acquisition of common stock (14) 2 2
Ne t cash (used in) provided by finagactivities (6,781) 34,18¢ (2,237
(D ecrease) increase in cash and cash equivalents (34,825 55,74 (9,55¢6)
Ca sh and cash equivalents at beginning of year 61,61¢ 5,87 15,43(
Ca sh and cash equivalents at end of year $26,79( $61,61 $ 5,87

Su pplemental Disclosures:
Ca sh paid for:

Int erest, net of amounts capitalized $ 2,25 $ 3,18: $ 2,95

Ta xes 7,121 — —
No ncash transactions:

Re lease of deposit upon buy-out of opegaiéase 502 — —

Su rrender of unvested shares of restristeck — — 337

See the accompanying Notes to Financial Statements.
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NOTES TO FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

Note 1. Summary of Significant Accounting Poligs

Business

Merix Corporation (the Company or Meriah Oregon corporation, was formed in March 199 Tompany is a leading manufacti
of technologically advanced electronic interconrseditions for use in sophisticated electronic poént. The Company'’s principal products
are complex multilayer printed circuit boards, whare the platforms used to interconnect micromsass, integrated circuits and other
components that are essential to the operatiofeofrenic products and systems. The Company prewsdéutions to original equipment
manufacturers and contract manufacturers in vaisegsnents of the electronics industry, includingg¢bmmunications, hi-end computing



and test and measurement segments. The Comparigdgsadts customers with a broad range of produndssgrvices including quick-turn
prototypes, volume and pre-production printed étrboards and backplanes.

Fiscal Year

The Company’s fiscal year is the 52 omiERk period ending the last Saturday in May. Higears 2001, 2000 and 1999 were 52-week
years ended May 26, 2001, May 27, 2000 and MayL 299, respectively. For convenience, all of the @any's fiscal years are presented as
ended on May 31.

Use of Estimates

The preparation of financial statementsdanformity with generally accepted accountingipiples requires management to make
estimates and assumptions that affect: the reparteslints of assets and liabilities; the disclosfirontingent assets and liabilities at the «
of the financial statements, and; the reported arwoof sales and expenses during the reportinggehictual results could differ from those
estimates. Significant estimates and judgments rhgaeanagement of the Company include matters asaollectibility of accounts
receivable, realizability of inventories, amountwdrranty charges from customers and deferreddsets.

Balance Sheet Financial Instruments: Fair Values

The carrying amounts reported in the me¢asheet for short-term investments, accountsvadae and accounts payable approximate
fair value because of the short-term maturity esthfinancial instruments. The carrying amounbaofjiterm investments approximates fair
value because the instruments earn a rate of retumparable to yields currently available to therpany for investments with similar terms
and maturities. The carrying amount for long-tembtdapproximates its fair value because the relatedest rates are comparable to rates
currently available to the Company for debt witnisar terms and maturities.

Reclassifications

Reclassifications have been made to atsaarprior years to conform to current year préggon. These changes had no impact on
previously reported results of operations or shaldgs’ equity.

Cash and Cash Equivalents

Cash and cash equivalents are compriseasbh in banks and highly liquid investments withturities of three months or less when
purchased.
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Investments

The Company has designated its investsrenheld-to-maturity. Held-to-maturity investmeaits reported at amortized cost with
associated premium or discount amortized to inténesme over the life of the investment. Amortizexst approximates market value at N
31, 2001.

Short-term investments at May 31, 200ictv have maturities of less than one year, areposed of commercial paper of $20,880,
asset-backed securities of $6,882, corporate boihn$8,575 and mortgage-backed securities of $2,000g-term investments at May 31,
2001, which have maturities of more than one ya@r composed of asset-backed securities of $2¢@8Forate bonds of $5,111 and
mortgage-backed securities of $1,001.

During fiscal 2001, the Company sold mvestment prior to maturity. The investment wasl di@ised on information received by the
Company which indicated the issuer was experiengiaignificant deterioration in its credit rating$ie amortized cost of the investment at
the date of the sale was $1,630. The Company eghiigain on the sale of this investment of $38.

Inventories

Inventories are valued at the lower aftar market and include materials, labor and neatufing overhead. Cost is determined by
standard cost which approximates the first-intfinst (FIFO) basis.

Property and Depreciation

Property, plant and equipment is cardedost less accumulated depreciation. Costs afawgments, including capitalized interest, are
capitalized. Depreciation is calculated, usinggtraightline method, based on the estimated useful livetepfeciable assets as follows: u
40 years for buildings, 10 to 20 years for grouand 3 to 10 years for machinery and equipme



Long-lived Assets

The Company’s long-lived assets are megtefor impairment when circumstances indicate thatcarrying amount may not be
recoverable. If the sum of expected undiscountagtéucash flows is less than the carrying amoutihefasset, a loss is recognized based on
the amount by which the carrying value exceeddahesalue of the asset. Fair value is determinecharily using the anticipated cash flows
discounted at a rate commensurate with the ristlied. Losses on assets to be disposed of arenatat in a similar manner, except that
fair values are reduced for the cost to dispose.

Revenue Recognition

The Company recognizes revenue uponftipenent of its products to the customer provided the Company has received a signed
purchase order, the price is fixed, title has ti@med, collection of resulting receivables is @ble, product returns are reasonably estimable,
there are no customer acceptance requirementhareldre no remaining significant obligations. Twmpany provides a provision for bad
debts at the time revenue is recognized. Durirgafigears 2001, 2000 and 1999, bad debt writekaff® been insignificant.

Engineering Expense
Expenditures for engineering of prodwaid manufacturing processes are expensed as idcurre
Warranty

The Company generally warrants its preéslémr a period of up to four months from shipmedcordingly, a provision for the
estimated cost of the warranty is recorded upopnsént.
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Net Income (Loss) Per Share

Basic net income (loss) per share is agegpusing the weighted average number of sharesmimon stock outstanding for the period.
Diluted net income (loss) per share is computedguie weighted average number of shares of constoak and dilutive common
equivalent shares related to stock options outstgrdlring the period. Incremental shares of 938&7d 505,919 for fiscal years 2001 and
2000, related to outstanding stock options, weckided in the calculations of diluted net income gieare. Stock options to purchase
1,891,335 shares were not included in the netdesshare calculation for the fiscal year 1999abse to do so would have been antidilutive.
Of the stock options outstanding at May 31, 200d 2000, 85,937 and 286,892 respectively had exeprises above the average market
price of the underlying common stock for the resipediscal years.

On July 28, 2000, the Company declarddee-for-two stock split of outstanding commonrslsan the form of a stock dividend for
holders of record as of August 10, 2000. The stptit was effected on August 25, 2000. Shares ahéhnome (loss) per share were reste
retroactively, to reflect the stock split.

Comprehensive Income (Loss)

The Company has adopted Statement ohEiabAccounting Standards (SFAS) No. 130, “RepgriComprehensive Income” which
establishes requirements for disclosure of comprakie income (loss) in financial statements. Comensive income (loss) as defined,
includes all changes in equity during a period froon-owner sources. The Company has not had angatcéions that are required to be
reported in comprehensive income (loss) in thegoksrpresented, except for net income (loss).

Income Taxes

The Company accounts for income taxegutite asset and liability method. Under the aasdtliability method, deferred tax assets
and liabilities are recognized for the future taxsequences attributable to differences betweefirthecial statement carrying amounts of
existing assets and liabilities and their respectax bases. Deferred tax assets and liabilitesmerasured using enacted tax rates expected to
apply to taxable income in the years in which thteseporary differences are expected to be recovaredttled. The effect on deferred tax
assets and liabilities of a change in tax ratesdsgnized in income in the period that includesdghactment date. Valuation allowances are
established when necessary to reduce deferregsatsato the amounts expected to be realized.

Segment Reporting

The Company adopted SFAS No. 131, “Disates About Segments of an Enterprise and Relafethiation” (SFAS 131) in fiscal
year 1999. Based on definitions contaiwithin SFAS 131, the Company has determined thapétrates within one segment. Additiona



the Company has no material revenues from foreigtomers outside the United States and has nolieedjassets outside the United States.
See Note 12 for information regarding significanstomers.

Sock-Based Compensation

The Company accounts for stock-based @yepl compensation arrangements in accordance wattispns of Accounting Principles
Board Opinion No. 25, “Accounting for Stock IssuedEmployees” (APB No. 25) and complies with thecttisure provisions of SFAS No.
123, “Accounting for Stock-Based Compensation.” BmdPB No. 25, because the exercise price of stptilons granted to date equals the
market price of the underlying stock on the datgraht, no compensation expense is recorded. Intaxneenefits, if any, related to stock-
based compensation for which compensation expsnsa ireflected in net income, are added to thedtealue of common stock.
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Recent Accounting Pronouncements

In June 1998, the FASB issued SFAS N8, 18ccounting for Derivative Instruments and HeagiActivities” (SFAS 133). SFAS 133
establishes accounting and reporting standardsriegjevery derivative instrument be recorded ia bialance sheet as either an asset or
liability measured at its fair value. SFAS 133 alequires changes in the derivative’s fair valubéaecognized currently in results of
operations unless specific hedge accounting auigné met. SFAS 133, as amended by SFAS 137 gistiw# for fiscal years beginning after
June 15, 2000. The Company does not expect thdiadag SFAS 133 to have a material impact oniitariicial statements.

In December 1999, the Securities and Brgh Commission issued Staff Accounting Bulletin N@1, “Revenue Recognition in
Financial Statements,” (SAB 101) which providesdguice on the measurement and timing of revenugmné&am in financial statements.
Changes in accounting policies to apply the guidafcSAB 101, as amended by SAB 101B, must be addpy recording the cumulative
effect of the changes as of the time of adoptid'e Tompany adopted the provisions of SAB 101 irfoleth quarter of fiscal 2001. The
cumulative effect of adoption of SAB 101 had no @oipon the revenue or related direct costs fop#reod ended May 31, 2001

In March 2000, the FASB issued FASB Iptetation No. 44, (FIN 44) which provides interjpretguidance on several implementation
issues related to Accounting Principles Board QpiriNo. 25, “Accounting for Stock Issued to Emplay&dhe Company adopted the
provisions of FIN 44 in the first quarter of fis@001. The adoption of FIN 44 by the Company hadmgact on its financial statements.

Note 2. Inventories

May 31,
2001 2000
Ra w materials $ 87 $ 80!
Wo rk in process 1.91¢ 4,557
Fin ished goods 3,45: 4,08:
To tal $ 6,24 $ 9,44
Note 3. Property, Plant and Equipment
May 31,
2001 2000
Land $ 2,19 $ 2,19
Bu ildings and grounds 30,62¢ 26,72:
Ma chinery and equipment 85,30¢ 81,50¢
Co nstruction in progress 21,357 4,991
To tal 139,48: 115,40
Ac cumulated depreciation (61,959 (58,39¢)

Pro perty, plant and equipment, net $ 77,52 $ 57,01



The Company capitalized interest relateeixpansion projects of $296 and $584 in fisc@l128nd 1999, respectively. Capitalized
interest is amortized over the depreciable lifthef assets to which it relates.
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Note 4. Long-Term Debt

May 31,
2001 2000
Sen ior unsecured notes $24,00( $32,00(
No te payable to Tektronix 1,14¢ 2,29¢
To tal 25,14¢ 34,29¢
Le ss current portion (9,149 (9,149
Lo ng-term debt $16,00( $25,15(

The Company has a note payable to Teitramc. with $1,149 outstanding at May 31, 200hjeh bears interest at 7.5% and was paid
in June 2001. Certain assets of the Company haae fledged as collateral for the note.

At May 31, 2001, the Company has outsten@24,000 senior unsecured notes held by twaamae companies. Interest is payable
semi-annually at a rate of 7.92%. The notes profadsemi-annual principal payments of $4,000 waitfinal principal payment of $8,000 in
September 2003. The notes contain certain finagol¢nants, including minimum net worth, debt ratnal interest coverage and a make-
whole provision covering potential prepayment pgesl As of May 31, 2001 the Company was in cormgiéawith all covenants.

Future principal payments of debt aréoflews: 2002, $9,149; 2003, $8,000; and 2004, 88,0

In February 2001, the Company obtain8d%000 unsecured line of credit from a bank, wigipires in February 2002. Borrowings
under this line of credit would bear interest & tiank’s prime rate or alternative LIBOR plus adiidnal amount up to a maximum of
1.75%. The line contains certain financial covesaAs of May 31, 2001 the Company was in compliamitk all covenants. To date, no
borrowings have been made under this line of credit

Note 5. Lease Agreements

In August 1999, the Company entered atease agreement, which allowed for the sale eagkback of up to $5,000 of manufacturing
equipment. As of May 31, 2001, the Company has348 equipment remaining under this agreemenm&@Esulting from these sales were
deferred and are amortized on the straight-linéshmeer the life of the lease. The lease is clasbifis an operating lease in accordance with
SFAS No. 13, “Accounting for Leases.”

In August 2000, the Company entered &ntease agreement for a manufacturing facility ted¢an Wood Village, Oregon related to an
ongoing capacity expansion program. Lease payniagiis in July 2001 and escalate at specific pawmes the minimum ten year term of the
lease. The Company has the option to extend thaliterm of the lease for three consecutive pevioffive years each. The lease is classified
as an operating lease in accordance with SFAS 8|d'Atcounting for Leases.”
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Rental expense under operating lease$ta62, $763 and $1,036 in fiscal years 2001, 26@D1999, respectively. Minimum lease
payments related to operating leases for certamufaaturing equipment and the Wood Village facjlibpth of which have a lease term in
excess of 12 months, are as follows:

Minimum
Payments
Under

Operating

Years Ended May 31, Leases
200 2 $1,431
2003 1,473
200 4 1,473
2005 853
200 6 547
Th ereafter 3,051
Total minimum lease payments $8,828

Note 6. Stock-Based Compensation Plan

The Company has a 1994 Stock Incentia@ ithe 1994 Plan) for employees, consultants &edtdrs of the Company. The 1994 Plan,
as amended, covers 3,575,000 shares of commonatociermits the grant of incentive stock optiams)-qualified stock options, stock
bonus rights, restricted stock awards and perfoomdased awards to employees, independent consacid consultants. The 1994 Plan
provides for automatic option grants to directass affiliated with Merix or Tektronix of 20,000 skes at the time first elected to the board
and 5,000 shares annually thereafter.

On December 20, 2000, the Board of Diecapproved the Merix Corporation 2000 Nonquaifgtock Option Plan (the 2000 Plan).
The 2000 Plan covers 2,000,000 shares of commahk atad permits the grant of nonqualified stock apdito employees and directors.
Options granted to officers and directors in aregiyear cannot exceed 25% of the total optionstgdain that year.

A committee of the Board of Directors hiasauthority to determine option prices. To datkgptions have been granted at the fair
market value of the stock at thedate of grant. dpt@ns generally become exercisable ratably odeuayear period beginning one year a
the dateof grant and expire five to ten years ftbendate of grant.
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A summary of non-qualified stock optiastiaity is as follows:

Weighted
Average
Number of Price
Shares Per Share
Ou tstanding at May 31, 1998, as previously regbrte 1,192,66' $16.5:
Ad justment for three-for-two common stock splifeeted August 25, 2000 596,33! —
Ou tstanding at May 31, 1998, as adjusted 1,789,00. 11.01
Gr anted 1,279,35. 4.8¢€
Ca nceled (1,176,98) 11.5¢
Ex ercised )
(38 3.4z
Ou tstanding at May 31, 1999, as adjusted 1,891,33! 6.57
Gr anted 531,82! 6.8¢
Ca nceled

)
(121,84« 11.1C
Ex ercised )
(154,72 5.64




Ou tstanding at May 31, 2000, as adjusted 2,146,58 6.4z

Gr anted 506,42! 26.1¢
Ca nceled )
(105,69: 11.4¢
Ex ercised )
(345,91: 6.9C
Ou tstanding at May 31, 2001 2,201,41. $10.6¢

The Company’s Board of Directors approagaan that allowed employees, except executifieen$, to reprice existing stock options
to the fair market value of the underlying stockJoime 30, 1998. Under the plan, employees receivedoptions in exchange for every 10
options they elected to reprice. The vesting scleealnd term of repriced options remained the sastbeoriginal option. During fiscal year
1999, options to purchase 499,230 shares at a te€igiverage price per share of $12.26 were exclaogeptions to purchase 448,466
shares at a weighted average price per share &3.$6.

Restricted stock awards are subject stivg and other terms as specified at the timssafance by a committee of the Board of
Directors. Generally, restricted stock awards vatstbly over a thregear period beginning on the first anniversaryhafit issuance. Unearn
compensation expense is recognized ratably overasiing period. There was no activity relatedestricted stock in fiscal 2001.
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A summary of restricted stock award attiis as follows:

Number of Value
Shares Per Share
Un vested balance at May 31, 1998, as previouglgrted 18,20( $16.50- $37.2¢
Ad justment for three-for-two common stock splifeeted August 25, 2000 9,10( —
Un vested balance at May 31, 1998, as adjusted 27,30( 11.00- 24.8°
Aw arded _ _
Ve sted (1,800 3.83- 7.4Z
Ca nceled (24,900 12.67- 24.8¢
Un vested balance at May 31, 1999, as adjusted 60C 11.0C
Aw arded _ _
Ve sted (600) 7.5¢
Ca nceled _ _
Un vested balance at May 31, 2000 — $ —

SFAS No. 123, “Accounting for Stock-Basgompensation” (SFAS 123) defines a fair value dasethod of accounting for employee
stock options and similar equity instruments ancbenages all entities to adopt that method of acting for all of their employee stock
compensation plans. However, it also allows artyetdicontinue to measure compensation cost faehmans using the method of accour
prescribed by Accounting Principles Board Opiniom B5 (APB 25). Entities electing to remain witle taccounting in APB 25 must make
pro forma disclosures of net income (loss) andréksented, net income (loss) per share, as ifdin@dlue based method of accounting def
in SFAS 123 had been adopted.

The Company has elected to account $mstiick-based compensation plans under APB 25;erwihe Company has computed, for
pro forma disclosure purposes, the value of alflstiptions granted during fiscal years 2001, 208 E099 using the Black-Scholes option
pricing model as prescribed by SFAS 123 using tleWing weighted average assumptions:

Years ended May 31,

2001 2000 1999



Ris k-free interest rate 5.87% 5.7€% 5.12%

Ex pected dividend yield 0% 0% 0%
Ex pected lives 3.4%years 3.01years 2.61years
Ex pected volatility 11€% 79% 71%

Using the Black-Scholes methodology,tttal value of stock options granted during 2000@and 1999 was $9,673, $1,944 and
$2,016, respectively, which would be amortized gmaforma basis over the vesting period of theomst (typically four years). The weight
average fair value of options granted during 2@0D0 and 1999 was $19.10, $3.65 and $2.13 per,giespectively.
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If the Company had accounted for its 1P%h and 2000 Plan in accordance with SFAS 123Cthmpany’s net income (loss) and net
income (loss) per share would approximate the pnmé disclosures below:

Years ended May 31,

2001 2000 1999
Net income (loss) as reported $26,597 $7,458  $(20,68)
Netincome (loss) pro forma 24,238 6,539 (21,497
Netincome (loss) per share, as reported
Ba sic $ 196 $ 076 $ (2.2)
Dil uted $ 184 $ 072 $ (2.2)
Net income (loss) per share, pro forma
Ba sic $ 179 $ 066 $ (2.29
Dil uted $ 167 $ 063 $ (229

The following table summarizes informatmbout stock options outstanding at May 31, 2001.:

Options Outstanding Options Exercisable

Weighted
Average Weighted Weighted
Remaining Average Number of Average
Range of Number Contractual Exercise Shares Exercise
Exercise Prices Outstanding Life (years) Price Exercisable Price
$2.04% 5.0¢ 492,29° 6.1¢ $ 3.1 189,74: $ 2.9]
5.83- 6.6 674,44 4.14 6.2t 628,71 6.2¢
6.71- 12.1 513,92¢ 4.5¢ 8.7z 219,57. 9.9C
1217 - 43.8t 441,48 4.61 20.1¢ 36,017 17.8¢
44 .25 - 67.0¢ 79,25( 5.87 54.0¢ 0 0.0C
$ 2.04 -$67.0¢ 2,201,41 4,87 $10.6¢ 1,074,04 $ 6.7¢

Note 7. Equity

On March 25, 1997, the Board of Directatepted a Shareholder Rights Plan (the Plan) degitp preserve and enhance shareholder

value and the Company’s ability to carry out itsgeterm business strategy, and reserved 500,008ssh&Series A Preferred Stock for
purposes of the Plan. In connection with the adopdf the Plan, the Board of Directors declaredvaddnd distribution of one Right per shi
of common stock, payable to the shareholders afrdean April 25, 1997. A Right enables the holderger certain circumstances, to purcl
either Series A Preferred or Common Stock of thm@any. The Company may redeem the Rights for $0p@0 Right under certain

circumstances.

On March 29, 2001, the Board of Directanshorized a stock repurchase program that altbev€€ompany, at managemendliscretion

to purchase up to 650,000 shares of Merix commaeksthrough May 2002. As of May 31, 2001, no pas#s have been mai
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Note 8. Income Taxes

Income tax expense consists of federdlstate income taxes. Deferred income taxes aegrdeted based on differences between the
financial reporting and tax bases of assets ahditias, using currently enacted tax rates. Thavigion for (benefit from) income taxes
consisted of the following:

Years ended May 31,

2001 2000 1999
Cu rrent:
Fed eral $ 6,68 $ 25! $ (27)
Sta te 1,22¢ 1 —
To tal current 7,91¢ 252 (275)
De ferred:
Fed eral 6,14( 4,03: (20,967)
Sta te 73€ 48¢ (1,43¢)
To tal deferred 6,87¢ 4,51¢ (12,400
Inc ome tax expense (benefit) $14,79. $4,77( $(12,67Y

The principal differences between taxesncome computed at the federal statutory ra®4éf in fiscal years 2001, 2000 and 1999
recorded income tax expense (benefit) were asvistio

Years ended May 31,

2001 2000 1999
Ta x computed at statutory rate $14,07. $4,15¢ $(11,34)
Sta te income taxes, net of federal benefit 1,481 48€ (1,429
Fo reign sales exclusion (18¢) — —
Re solution of IRS tax issues and other, net (579 12€ 88
Inc ome tax expense (benefit) $14,79. $4,77( $(12,67Y)

Significant components of the Compangedred tax asset and liability were as follows:

May 31,
2001 2000
De ferred tax asset—current:
Inv entories $ 81 $ 51U
Va cation accrual 26¢ 21z
Ne t operating loss — 8,94(
Co ntribution carryforward — 11t
Sal es allowances 42°% 13C
Oth er 232 131

De ferred tax asset—current $1,73¢ $10,04¢



De ferred tax asset (liability)—long-term:

Int angible basis difference $ 67¢ $ 10«

Fix ed asset basis difference (3,319 (5,190

Alt ernative Minimum Tax credit — 251

Oth er 99¢ 554

De ferred tax asset (liability)—long-term $(1,637) $(4,282)
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The Internal Revenue Service has examime@ompany’s federal income tax returns for figears 1995, 1996 and 1997. This
examination was closed during fiscal 2001 afteetdesnent was reached with the Internal RevenueiGer

Note 9. Benefit Plan

The Company has a defined contributi@npWhich meets the requirements of Section 40df(K)e Internal Revenue Code, for all
regular employees. Under this plan, the Companygimeastemployee contributions as follows; 100% offitse 3% of an employee’s base pay
and 50% of the next 3% of an employee’s base plag.dompany’s contributions may be made in cash tte Company’s stock. During
fiscal years 2001, 2000 and 1999, the Company’sriboion expense was $1,415, $1,251 and $1,14pewctively.

Note 10. Restructuring

In the first quarter of fiscal 1999, tiempany implemented a restructuring plan desigaéchprove capacity utilization and lower its
cost structure. The Company closed its Lovelandgr@do facility in October 1998 and laid off appimmately 340 manufacturing and support
employees located there, sold its Soladyne fagiiitgan Diego, California and laid off approximgt8b employees from administrative,
engineering and support functions at its Foresw&r®regon location. The Company also transferrgdréon of the manufacturing
equipment used in the Loveland facility to its Fir@rove site. Installation of the manufacturingipment was completed in December 1¢

In the third quarter of fiscal 1999, Bempany reversed $7,109 of the restructuring exgtalen in the first quarter of fiscal 1999,
primarily because lease termination costs at Lowklaere $3,059 less than the Company had anticiptite Company was able to realize a
higher value on inventory that it had previouslytten down, and the Company realized $2,826 mane fthe sale of equipment than it had
expected. The Company also spent less on sevebanefits than it expected.

The components of the restructuring espeand the subsequent reversal, were as follows:

Adjusted
Restructuring Restructuring
Charge Reversal Charge
No n-cash charges:
Write-down and writ-off of manufacturing equipmen $15,67. $(2,82¢) $12,84¢
Write-off of goodwill and intangible asset 3,952 — 3,952
19,62 (2,826 16,79¢
Cash charges:
Se\erance benefits 2,801 (372) 2,42¢
Lease termination costt 4,75¢ (3,059 1,69¢
Other costs 69¢€ 12¢ 824
8,25¢ (3,309 4,95
Total restructuring expenst¢ 27,87¢ (6,129 21,75(

Write-off of inventory, included ir
Cost of sales 2,11¢ (980) 1,13¢




Tdal $29,99° $(7,109 $22,88
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Cash proceeds from asset sales of $4l@mare reflected in the amounts shown abovenfisre-down and write-off of manufacturing
equipment and inventory. All cash payments for smvee benefits, lease termination costs and othstes celated to the restructuring expense
were paid in fiscal 1999. As of May 31, 1999, therre no outstanding liabilities associated with thstructuring plan.

Note 11. Concentrations of Credit Risk

The Company does not believe that at Bty2001, it had any significant credit risks. Fio@l instruments that potentially subject the
Company to concentrations of credit risk consigigipally of trade accounts receivable and investisieln total, six customers represented
approximately 62.8% of the trade accounts receésablance at May 31, 2001, individually rangingmir6% to 17%. The risk in trade
accounts receivable is limited due to the credithioess of companies comprising the Company’s costdase and their dispersion across
many different sectors of the electronics indusing geographies. The Company has not had significsses related to its accounts
receivable in the past. The risk in investmentsnged due to the creditworthiness of investeesprsing the portfolio and the diversity of
the portfolio.

Note 12. Significant Customers

In fiscal year 2001, three original equngnt manufacturer (OEM) customers represented 2213%% and 10.2%, respectively, of net
sales. In fiscal year 2000, three OEM customersesgmted 25.1%, 15.1% and 13.0%, respectivelyepsales. In fiscal year 1999, four Ol
customers represented 20.7%, 15.0% 13.8% and 10e3¥ectively, of net sales.

Note 13. Related Party Transactions

Included in net sales for fiscal year®@@nd 1999 are product sales of $11,102 and $05r&8pectively, to Tektronix Inc, a major
shareholder of the Company during those years. éusareceivable at May 31, 2000 consisted of ansotateivable from Tektronix Inc. of
$650. During fiscal year 2001, Tektronix Inc. waxd a related party.

The Company sells product through aremhimanufacturer whose Chairman and Chief Exeeudifficer is a member of the
Company'’s board of directors. Although the Compsinips to and bills the contract manufacturer festhtransactions, procurement
decisions related to volume, pricing and sourciregtgpically negotiated by the Company with an OEB\Mdles through this contract
manufacturer represented 12.8%, 21.1% and 5.8%led & fiscal years 2001, 2000 and 1999, respalgtiv

Note 14. Commitments and Contingencies
Litigation

In the normal course of business, the @amy may be party to various legal claims, actieamg complaints, including actions involving
patent infringement and other intellectual propetaims. The Company believes that the disposiifaihese matters will not have a material
adverse effect on the Company’s financial positiesylts of operations and cashflows.

Capital commitments

The Company had capital commitments gfaximately $23.6 million as of May 31, 2001, priihafor manufacturing equipment and
leasehold improvements at Wood Village.
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SUPPLEMENTARY DATA—QUARTERLY FINANCIAL DATA (Unaudi ted)

Fiscal Year 2001

1st Qtr 2nd Qtr 3rd Qftr 4th Qtr

(In thousands, except per share data)

Net sales $51,023 $58,362 $44,446 $30,069
Gr oss profit 17,361 21,341 14,434 4,660



Op erating income 12,603 16,239 9,753 470

Netincome 7,865 10,218 6,357 2,157
Ba sic net income per share 0.59 0.76 0.47 0.16
Dil uted net income per share 0.54 0.70 0.44 0.15

Fiscal Year 2000

1st Qtr 2nd Qtr 3rd Qftr 4th Qtr

(In thousands, except per share data)

Net sales $34,098 $35,882 $39,674 $46,218
Gr oss profit 6,079 6,160 7,530 10,647
Op erating income 2,676 2,561 3,389 6,118
Netincome 1,034 1,196 1,657 3,571
Ba sic net income per share* 0.11 0.13 0.17 0.34
Dil uted net income per share* 0.11 0.12 0.16 0.31

* Restated for the three-for-two stock split efettAugust 25, 2000
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE.

On August 5, 1999, with the recommendatibthe Audit Committee and approval of the Boaf®irectors, we dismissed Deloitte &
Touche LLP as our independent auditors. DeloitfBatiche’s reports on our financial statements ferghor two years did not contain an
adverse opinion or a disclaimer of opinion andréprts were not qualified or modified as to unaiaty, audit scope or accounting
principles. During the prior two fiscal years andidg fiscal year 2000, through August 5, 1999r¢hgere no disagreements with Deloitte &
Touche on any matter of accounting principles actices, financial statement disclosure or audisiogpe or procedure, which disagreem:
if not resolved to the satisfaction of Deloitte &uche, would have caused it to make a referentteeteubject matter of the disagreement in
connection with its reports. We do not believe ¢hisrany additional information regarding Delo&d ouche required to be reported purst
to Item 304 of Regulation S-K.

Effective August 5, 1999 we selected &siaterhouseCoopers LLP as our independent autiégisning fiscal year 2000.
PART Il
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF TH E REGISTRANT.

The information required by this item abour directors is included under “Election of &itors” in our Proxy Statement for our 2001
annual meeting of shareholders. The informatiomired by this item about our executive officersiduded in “Executive Officers and
Certain Key Personnel” in Item 1 of this reporfoimation about compliance with Section 16(a) @ 8ecurities Exchange Act of 1934 is
included in “Section 16(a) Beneficial Ownership Bemg Compliance’in our Proxy Statement for our 2001 annual meeatinghareholders

ITEM 11. EXECUTIVE COMPENSATION.

The information required by this itenirisluded in “Executive Compensation” and “Human &®ese and Compensation Committee
Report” in our Proxy Statement for our 2001 anmakting of shareholders.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICI AL OWNERS AND MANAGEMENT.

The information required by this itemnsluded in “Voting Securities and Principal Shaiglers” and “Election of Directors” in our
Proxy Statement for our 2001 annual meeting ofediaders.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRAN SACTIONS.

The information required by this itemnsluded in “Certain Relationships and Transaction®ur Proxy Statement for our 2001
annual meeting of shareholders.
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ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES , AND REPORTS ON FORM 8-K.
(a)1. Index to Financial Statements.
Me rix Corporation

Page
Reference



Re port of PricewaterhouseCoopers LLP 19

Re port of Deloitte & Touche LLP 20
Ba lance Sheets as of May 26, 2001 and May 27, 2000 21
Sta tements of Operations for fiscal years ended 2 2001, May 27, 2000 and May 29, 1999 22
Sta tements of Shareholders’ Equity for fiscal geanded May 26, 2001, May 27, 2000 and May 29, 1999 23
Sta tements of Cash Flows for fiscal years endeg 2622001, May 27, 2000 andMay 29, 1999 24
No tes to Financial Statements 25

(a)2. Financial Statement Schedules

All schedules have been omitted sincg #re either not required or the information iduded in the financial statements included
herewith.

(a)3. Index to Exhibits

The following exhibits are filed with, orcorporated by reference into, this Annual ReparForm 10-K:

Exhibit No. Description
3.1 Ar ticles of Incorporation of the Company, as amezhd
3.2 By laws of the Company, as amended, incorporate@igyence to Exhibit 3.2 to the Company’s

Form 1-K for the fiscal year ended May 31, 199

4.1 Sh areholder Rights Agreement dated as of Marci 2%/, incorporated by reference to the
Compan’s Current Report on Forn-K filed April 10, 1997.

10.1 As set Transfer Agreement between Tektronix andCimapany (including Note and Trust Deed
and Assignment of Rents and Leases), incotpaiay reference to Exhibit 10.1 the Company’s
Form 1-K for the fiscal year ended May 28, 199

10.z Am endment No. 1 to Promissory Note dated Jun®34 from the Company to Tektronix, Inc.,
incorporated by reference to Exhibit 10.38h@ Company’s Form 10-Q for the quarterly
period ended February 27, 199

10.2 Re gistration Rights Agreement between the CompaualyTektronix, incorporated by reference to
Exhibit 10.2 to the Compa’s Form 1-K for the fiscal year ended May 28, 199
10.4t 199 4 Stock Incentive Plan of the Company, as ae@rnidcorporated by reference to Exhibit 99.1
to the Compar's Registration Statement on Fori-8, File No. 33-59672.
10.5t Ind emnity Agreement between the Company and Débara&oleman as of April 4, 1994,
incorporated by reference to Exhibit 10.6hte €Company’s Form 10-K for the fiscal year ended
May 28, 1994.
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Exhibit No. Description
10.61 Ind emnity Agreement between the Company and CafN&in as of April 4, 1994, incorporated by refeeto
Exhibit 10.10 to the Company’s Form 10-K for thechl year ended May 28,
1994,
10.71 Ind emnity Agreement between the Company and CafiérEllis as of May 24, 1994, incorporated by refee to

Exhibit 10.11 to the Company’s Form 10-K for thechil year
ended May 28, 1994

10.81 Ind emnity Agreement between the Company and Dicli{dNishimura as of May 24, 1994, incorporatedréference
to Exhibit 10.13 to the Company’s Form 10-K for figeal year
ended May 28, 1994

10.91 Ind emnity Agreement between the Company and Teifimberman as of May 25, 1994, incorporated bgnence to
Exhibit 10.14 to the Company’s Form 10-K for thechil year
ended May 27, 1995

10.1¢+ Ind emnity Agreement between the Company and JanBrown as of August 11, 1998, incorporated bgneice to
Exhibit 10.31 to the Company’s Form 10-Q for theuderly
period ended August 29, 199¢



10.11%

10.12F

10.1%F

10.14t

10.1%F

10.1¢f

10.13

10.1¢

10.1¢

10.2(

10.21

Am ended Executive Severance Agreement between th@&ugnand Terri L. Timberman, incorporated by refiesetc
Exhibit 10.17 to the Company’s Form 10-K for thechil year
ended May 31, 1997

Ex ecutive Severance Agreement between the Comgrathyanie S. Brown as of October 5, 1998, incotpdry
reference to Exhibit 10.32 to the Company’s ForrQLfdr the quarterly
period ended November 28, 199

Ex ecutive Severance Agreement between the Comgrahiark R. Hollinger, incorporated by referencé&hibit
10.33 to the Company’s Form 10-Q for the quartpdyiod ended
August 30, 1997.

Ind emnity Agreement between the Company and Mark Hinder as of September 2, 1997, incorporated fgresce
to Exhibit 10.32 to the Company’s Form 10-Q for tharterly
period ended August 30, 1997

Ind emnity Agreement between the Company and Willa McCormick as of October 21, 1997, incorpordigd
reference to Exhibit 10.35 to the Company’s ForrQLfdr the quarterly
period ended November 29, 199

Ind emnity Agreement between the Company and RdheBtrandberg as of June 30, 1998, incorporataefieyence
to Exhibit 10.30 to the Company’s Form 10-K for figeal year
ended May 30, 1998

No te Purchase Agreement dated September 10, 19%8porated by reference to Exhibit 10.1 to the CamyfmForm
10-Q for the quarterly period ended August 31, 19¢

Am endment to Note Purchase Agreement dated Mag$2®7, incorporated by reference toExhibit 10.2thto
Compan’s Form 1K for the fiscal year ended May 31, 199

Sec ond Amendment to Note Purchase Agreement datgdst 29, 1997, incorporated by reference to ExAib.29 to
the Company’s Form 10-Q for the quarterly periodeshAugust
30, 1997.

Th ird Amendment to Note Purchase Agreement datachber 28, 1997, incorporated by reference to tixh0.34
to the Company’s Form 10-Q for the quarterly peeoded
November 29, 1997.

Fo urth Amendment to Note Purchase Agreement dd&ssd28, 1999, incorporated by reference to ExHibi24 to the
Compan’s Form 1K for the fiscal year ended May 29, 199
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Exhibit No.

Description

10.2%F

10.2%F

10.24F

10.2%F

10.2¢t

10.2%

10.2¢

Ind emnity Agreement between the Company and Dani€llson as of October 25, 1999, incorporateddigrence to
Exhibit 10.25 to the Company’s Form 10-Q for theuderly
period ended November 27, 199

Ex ecutive Severance Agreement between the Comgoahypaniel T. Olson as of December 1, 1999, inaaed by
reference to Exhibit 10.26 to the Company’s ForrQLfdr the quarterly
period ended November 27, 199

Sec ond Amended Executive Severance Agreement betthe Company and Deborah A. Coleman as of Septemb
27, 1999, incorporated by reference to Exhibit ZGthe
Compan’s Form 1i-Q for the quarterly period ended November 27, 19

Ex ecutive Severance Agreement between the ComgnathyAnaya K. Vardya, dated as ofJanuary 18, 2000,
incorporated by reference to Exhibit 10.25 to tlwenPany’s Registration
Statement on Form-3, (Registration No. 3:-32616).

Ind emnity Agreement between the Company and Anayadtdya as of December 20, 1999, incorporated byeete
to Exhibit 10.26 to the Company’s Registration &taént on Form
S-3, (Registration No. 3:-32616).

Pro missory Note dated February 26, 2001 betwesCtmpany and U.S. Bank National Association, ipomated by
reference to Exhibit 10.34 to the Company’s ForrQ f6r the
quarterly period ended February 24, 20(

Am endment to Registration Rights Agreement betwberCompany and Tektronix, Inc., incorporateddfgmence to
Exhibit 10.27 to the Company’s Registration Statetms Form
S-3, (Registration No. 3-32616).



10.2¢ Le ase Agreement between the Company and OpuswsthL.L.C., dated as of August 22, 2000, incoaped by
reference to Exhibit 10.32 to the Company’s ForrQLfdr the quarterly
period ended August 26, 200(

10.3(t Ind emnity Agreement between the Company and DHiaMi Lattin dated as of September 28, 2000, inoafed by
reference to Exhibit 10.33 to the Company’s ForrQLfdr the quarterly
period ended November 25, 200!

10.31t Ind emnity Agreement between the Company and Georg@ttkhove dated as of June 28, 20C

10.3:2 200 0 Nonqualified Stock Option Plan of the Compangorporated by reference to Exhibit 99.2 to@wmpany’s
Registration Statement on Forr-8, File No. 33-59672.

23.1 Consent of PricewaterhouseCoopers LL

23.2 Consent of Deloitte & Touche LLP

t  This Exhibit constitutes a management contracoongensatory plan or arrangement.
(b) Reportson Form 8-K
No reports on Form 8-K were filed durthg quarter ended May 26, 2001.
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SIGNATURES

Pursuant to the requirements of Sectidher 15(d) of the Securities Exchange Act of 138tamended, the Registrant has duly causec
this report to be signed on its behalf by the usidered, thereunto duly authorized on August 7, 2001

M E RIX C ORPORATION

By: /s| ANIE s. B ROWN

Janie S. Brow
Sr. Vice President, Chief Financial Officer, Tre@swand Secretary

Pursuant to the requirements of the SesiExchange Act of 1934, this report has begnesi below on August 7, 2001 by the
following persons on behalf of the Registrant amthie capacities indicated.

Signature Title

/s/ M ARK R. H OLLINGER Ch ief Executive Officer, President and Director
(Principal Executive Officer)

Mark R. Hollinger

/s/ JANIE S. B ROWN Sr. Vice President, Chief Financial Officer, Tre@su
and Secretary (Principal Financial and AccawgqtDfficer)

Janie S. Brown

/s/ DEBORAH A. C OLEMAN Dir ector

Deborah A. Coleman

/s/ CARLENE M. E LLIS Dir ector

Carlene M. Ellis

/s/ WILLIAM C. M C C ORMICK Dir ector



William C. McCormick

/s/ ROBERT C. S TRANDBERG

Robert C. Strandberg

/s DR . W ILLIAM W. L ATTIN

Dr. William W. Lattin

/s| GEORGE H. K ERCKHOVE

George H. Kerckhove

/s/ DR . K OICHI N ISHIMURA

Dr. Koichi Nishimura

Dir ector

Dir ector

Dir ector

Dir ector

42




EXHIBIT 3.1

AMENDMENT TO
ARTICLES OF INCORPORATION
OF
MERIX CORPORATION
ESTABLISHING
SERIES A PREFERRED STOCK

1. The name of the Corporation is Merix Corporation
2. Article Il of the Articles of Incorporation i@mended to add a new Atrticle 111.D. to read ineitdirety as follows:

"D. Series A Preferred Stock

1. Designation and AmounfThe shares of such series shall be designat&skaies A Preferred Stock" and the
number of shares constituting such series sh&abiBe000.

2. Dividends and Distributions

(i) The holders of shares of Series A PreferreaiSshall be entitled to receive, when and as dedlay the Board of
Directors, out of funds legally available for the'pose, dividends in an amount per share equdQqthe

"Adjustment Number") multiplied by the aggregate gleare amount of all cash dividends, and the Adjast

Number multiplied by the aggregate per share am@ayable in kind) of all nc-cash dividends or other distributions
other than a dividend payable in Common Stock sutadivision of the outstanding Common Stock (byassificatior
or otherwise), declared on the Common Stock, nosalare, of the Corporation (the "Common Stock"gathe first
issuance of any share or fraction of a share aéSé& Preferred Stock.

(i) The Corporation shall declare a dividend astdbution on the Series A Preferred Stock as pleiin
subparagraph 2(i) at the same time that it deckdigidend or distribution on the Common Stockéotthan a
dividend payable in Common Stock).

(i) Dividends shall not be cumulative. Unpaid wignds shall not bear interest. Dividends paidn@nSeries A
Preferred Stock in an amount less than the totaluamof such dividends at the time accrued andlgayan such
shares shall be allocated pro rata on a share-dmg $fasis among all such shares at the time odtstan

3. Voting Rights The holders of Series A Preferred Stock shalktae following voting rights:

(i) Each share of Series A Preferred Stock shéitlerthe holder thereof to the number of votesada the
Adjustment Number then in effect on all mattersrsiited to a vote of the shareholders of the Corjpmma

(i) Except as otherwise provided herein or by l&ve holders of Series A Preferred Stock and theens of Common
Stock shall vote together as one class on all msagt@omitted to a vote of shareholders of the Qaitpm.

4. Certain Restrictions

(i) Whenever dividends or distributions payabletioe Series A Preferred Stock as provided in Se@ibave not been
declared or paid for any fiscal year, until all sutividends and distributions for such fiscal yearSeries A Preferred
Stock outstanding shall have been declared andip&udl, the Corporation shall not in such fisgalar.

(a) declare or pay dividends on or make any otigrilutions on any shares of stock ranking jumioon a parity
(either as to dividends or upon liquidation, dissioin or winding up) to the Series A Preferred 8texcept dividends
paid ratably on the Series A Preferred Stock ahsuah parity stock on which dividends are payafleroportion to
the total amounts to which the holders of all ssichres are then entitled and, dividends or digtabs payable in
Common Stock



(b) purchase or otherwise acquire for consideraionSeries A Preferred Stock or any shares okstotking on ¢
parity with the Series A Preferred Stock, exce@anordance with a purchase offer made in writingyopublication
(as determined by the Board of Directors) to altkes of such shares upon such terms as the Bo&ruextors, after
consideration of the respective dividend ratesathdr relative rights and

preferences of the respective series and cladsasdstermine in good faith will result in fair dequitable treatment
among the respective series or classes.

(i) The Corporation shall not permit any subsigliaf the Corporation to purchase or otherwise aegiar
consideration any shares of stock of the Corpanatidess the Corporation could, under subparagtéiphpurchase
otherwise acquire such shares at such time anacimrmanner.

5. Restriction on Issuance of Shares; ReacquirageShThe Corporation shall not issue any Series Aderefl Stock
except upon exercise of rights (the "Rights") issparsuant to the Rights Agreement dated as of IM2ab¢ 1997,
between the Corporation and ChaseMellon Shareh8leefices L.L.C. (the "Rights Agreement”), a copyvbich is
on file with the secretary of the Corporation atgtincipal executive office and shall be made labée to shareholde
of record without charge upon written request. Agyies A Preferred Stock purchased or otherwiseigextby the
Corporation in any manner whatsoever may be restoréhe status of authorized but unissued shdiresthe
acquisition thereof. All such shares shall upon sungh restoration become authorized but unissuaestof Preferred
Stock and may be reissued as part of a new sdrideferred Stock to be created by the Board oé®aors, subject to
the conditions and restrictions on issuance s#t togrein.

6. Liguidation, Dissolution or Winding Up

(i) Upon any liquidation (voluntary or otherwiséjssolution or winding up of the Corporation, nstdbution shall be
made to the holders of shares of stock rankingjuf@ither as to dividends or upon liquidationsdisition or winding
up) to the Series A Preferred Stock unless, pherdto, the holders of shares of Series A Prefe3tedk shall have
received the Adjustment Number multiplied by the gigare amount to be distributed to holders of Com@tock,
plus an amount equal to declared and unpaid didsland distributions thereon to the date of sugimgat (the
"Series A Liquidation Preference"). Following thayment of the full amount of the Series A LiquidatiPreference,
no additional distributions shall be made to thilis of shares of Series A Preferred Stock.

(ii) In the event that there are not sufficientedssavailable to permit payment in full of the $erA Liquidation
Preference and the liquidation preferences oftakoseries of Preferred Stock, if any, which raakior to or on a
parity with the Series A Preferred Stock, then tsssieall be distributed first to holders of anyiesgof Preferred Stock
ranking senior to the Series A Preferred Stockéoextent of their liquidation preferences and sechaining assets
shall be distributed ratably to the holders of & A Preferred Stock and such parity shares ingotiop to their
respective liquidation preferences.

7. Consolidation, Merger, etm case the Corporation shall enter into any cadabbn, merger, combination or other
transaction in which the Common Stock is excharfgedr changed into other stock or securities, casiior any
other property, then in any such case the Serieseferred Stock shall at the same time be similxtyhanged or
changed in an amount per share equal to the Adargthdumber multiplied by the aggregate amount alst
securities, cash and/or any other property (payaltend), as the case may be, into which or forolleach common
Share is changed or exchanged.

8. Anti-Dilution Adjustments to Adjustment Numbeln the event the Corporation shall at any timterad\pril 25,
1997 (the "Rights Declaration Date") (i) declarg dividend on Common Stock payable in shares of @omStock,
(ii) subdivide the outstanding Common Stock, ay ombine the outstanding Common Stock into a Enaumber
of shares, then in each such case the Adjustmembiufor all purposes of this Article I11.D. shak adjusted b




multiplying the Adjustment Number then in effect&dyraction, the numerator of which is the numkfeshtares o
Common Stock outstanding immediately after sucmesad the denominator of which is the number afaes of
Common Stock that were outstanding immediatelyrgdasuch event. In the event the Corporation sitadiny time
after the Rights Declaration Date, fix a recorcedat the issuance of rights, options or warramtalitholders of
Common Stock entitling them (for a period expirwighin 45 calendar days after such record datsutzscribe for or
purchase Common Stock or securities convertibte @ammon Stock at a price per Common Stock (orrfupai
conversion price per share, if a security convigtilto Common Stock) less than the then CurrenShare Market
Price of the Common Stock (as defined in Sectiqa}ldf the Rights Agreement) on such record daien in each
such case the Adjustment Number for all purposekisfArticle I1.D. Shall be adjusted by multiphg the
Adjustment Number then in effect by, a

fraction, the numerator of which shall be the numifeshares of Common Stock outstanding on sucbrdedate plus
the number of additional shares of Common Stodietoffered for subscription or purchase (or intacktihe
convertible securities so to be offered are iritiabnvertible) and the denominator of which shulthe number of
shares of Common Stock outstanding on such reatedplus the number of shares of Common Stock wthieh
aggregate offering price of the total number ofrehaf Common Stock so to be offered (and/or thygeagate initial
conversion price of the convertible securitiessbé offered) would purchase at such Current PareSiarket Price
(as defined in Section 11(d) of the Rights Agreethén case such subscription price may be pa#léonsideration
part or all of which shall be in a form other thaash, the value of such consideration shall beetesmiined in good
faith by the Board of Directors. Common Stock owbgdr held for the account of the Corporation khat be
deemed outstanding for the purpose of any such atatipn. Such adjustment shall be made successivednever
such a record date is fixed. In the event that sigtits, options or warrants are not so issuedAttjastment Number
shall be readjusted as if such record date hatieen fixed; and to the extent such rights, optmmsarrants are
issued but not exercised prior to their expiratibie, Adjustment Number shall be readjusted to bentimber which
would have resulted from the adjustment providedrfdhis paragraph 8 if only the rights, optiomsa@rrants that
were exercised had been issued.

9. No Redemption. The Series A Preferred StocH slodlbe redeemable at the option of the Corpanatioany holde
thereof. Notwithstanding the foregoing sentence Gbrporation may acquire Series A Preferred Sitoeky other
manner permitted by law.

10. Amendment. Subsequent to the Distribution Pasedefined in the Rights Agreement) these Artioles
Incorporation shall not be further amended in amyner which would materially alter or change thefemences,
limitations and relative rights of the Series Afereed Stock so as to affect them adversely wittloataffirmative
vote of the holders of a majority of the outstargdBeries A Preferred Stock, voting separately dass.

11. Fractional Shares. Series A Preferred Stocklmeagsued in fractions of a share in integral iplés of one one-
hundredth of a share, which shall entitle the hoglsteproportion to such holder’s fractional shartesexercise voting
rights, receive dividends, participate in distribos and to have the benefit of all other righthoiders of Series A
Preferred Stock."

3. The amendment was adopted on March 25, 1997

4. Shareholder action was not required to adopathendment. The amendment was adopted by the Bbo&idector:
without shareholder action.

5. Person to contact about this filing:

Margaret Hill Noto
Stoel Rives LLF



900 SW Fifth Ave., Suite 23C
Portland, OR 97204

(503) 294-9348

Dated: April 3, 1997.

MERIX CORPORATION

By: /s/ Samuel R. DeSimone, Jr.

Name:Samuel R. DeSimone, Jr.

Title: VP. Corporate Development

ARTICLES OF INCORPORATION
OF
MERIX CORPORATION

ARTICLE |
The name of the Corporation is Merix Corporation.

ARTICLE I
The purpose of the Corporation is to engage inlanwjul business.

ARTICLE Il

A. The Corporation is authorized to issue shardsvofclasses of stock: 50,000,000 shares of Confatock and
10,000,000 shares of Preferred Stock.

B. Holders of Common Stock are entitled to one ya&eshare on any matter submitted to the sharet®l®n
dissolution of the Corporation, after any prefei@rdamount with respect to the Preferred Stockbeesn paid or set
aside, the holders of Common Stock and the holafeasy series of Preferred Stock entitled to pgodite in the
distribution of assets are entitled to receivertbeassets of the Corporation.

C. The Board of Directors is authorized, subjedintatations prescribed by the Oregon Business G@fon Act, as
amended from time to time (the "Act"), and by thevisions of this Article, to provide for the issuz of shares of
Preferred Stock in series; to establish from timere the number of shares to be included in sacies and to
determine the designations, relative rights, pegfees and limitations of the shares of each sériesauthority of the
Board of Directors with respect to each seriesuddes determination of the following:

(1) The number of shares in and the distinguishkiegjgnation of that series;

(2) Whether shares of that series shall havedp#cial, conditional, limited or no voting righéxcept to the extent
otherwise provided by the Act;

(3) Whether shares of that series shall be comlerdind the terms and conditions of the conversiah,ding
provision for adjustment of the conversion rateincumstances determined by the Board of Directors;

(4) Whether shares of that series shall be redelenaabl the terms and conditions of redemptionuticlyg the date or
dates upon or after which they shall be redeemaidethe amount per share payable in case of redempthich



amount may vary under different conditions or #edent redemption date

(5) The dividend rate, if any, on shares of thaiese the manner of calculating any dividends dedgdreferences of
any dividends;

(6) The rights of shares of that series in the egéroluntary or involuntary dissolution of the @oration and the
rights of priority of that series relative to ther@mon Stock and any other series of Preferred Sindke distribution
of assets on dissolution; and

(7) Any other rights, preferences and limitatiohghat series that are permitted by law to vary.
ARTICLE IV

A director of the Corporation can be removed onithwause, and then only if such removal is appidwethe
affirmative vote of the holders of two-thirds okthiotes entitled to be cast on the matter. No ament of the bylaws
of the Corporation shall have the effect of shartgrihe term of any incumbent director. The prawis set forth in
this Article may not be amended, altered, changedmealed in any respect, nor may any provisioadmpted which
is inconsistent with this Article unless such acti® approved by the affirmative vote of the hofdef two-thirds of
the votes entitled to be cast on the matter.

ARTICLE V

No director of the Corporation shall be personbdliple to the Corporation or its shareholders fanetary damage
for conduct as a director, provided that this Aetishall not eliminate the liability of a directimr any act or omission
for which such elimination of liability is not pertted under the Oregon Business Corporation Actad@ndment to
the Oregon Business Corporation Act that furtherts the acts or

omissions for which elimination of liability is paitted shall affect the liability of a director fany act or omission
which occurs prior to the effective date of the adraent.

ARTICLE VI

The Corporation shall indemnify to the fullest extaot prohibited by law any current or former dig or officer of
the Corporation who is made, or threatened to baere party to an action, suit or proceeding, wérethvil, criminal,
administrative, investigative or other (including a&ction, suit or proceeding by or in the rightteé Corporation), by
reason of the fact that such person is or wasegtdir, officer, employee or agent of the Corporato a fiduciary
within the meaning of the Employee Retirement Ineddecurity Act of 1974 with respect to any emplolyerefit
plan of the Corporation, or serves or served ate¢haest of the Corporation as a director, offieenployee or agent,
or as a fiduciary of an employee benefit plan,radtaer corporation, partnership, joint venturestrr other
enterprise. The Corporation shall pay for or reirsbuthe reasonable expenses incurred by any sa@ntor former
director or officer in any such proceeding in adsanf the final disposition of the proceeding & herson sets forth
writing (i) the person’s good faith belief that therson is entitled to indemnification under thigide and (ii) the
persons agreement to repay all advances if it is ultinyadetermined that the person is not entitled ttemnification.
No amendment to this Article that limits the Comuarr’s obligation to indemnify any person shall havg affect on
such obligation for any act or omission that ocaqirisr to the later of the effective date of theesmiment or the date
notice of the amendment is given to the persors Aniicle shall not be deemed exclusive of any ofrevisions for
indemnification or advancement of expenses of thrsg officers, employees, agents and fiduciahes may be
included in any statute, bylaw, agreement, gerarapecific action of the Board of Directors, voteshareholders or
other document or arrangeme



ARTICLE VI

The street address and the mailing address ohitie registered office of the Corporation is 132dplar Lane, Fore
Grove, Oregon 97116 and the name of its initiaisteged agent at that address is Richard L. Anderso

ARTICLE VIlII

The name of the incorporator is Henry H. Hewitt #meladdress of the incorporator is 900 SW Fiftlerdwe, Portlanc
Oregon 97204.

ARTICLE IX
The mailing address for the Corporation for notices521 Poplar Lane, Forest Grove, Oregon 97116.

Executed: March 22, 1994.

/sl Henry H. Hewitt

Henry H. Hewitt, Incorporator




EXHIBIT 10.31

INDEMNITY AGREEMENT

This Agreement is made as of June 28, 2001, bybatwieen Merix Corporation, an Oregon corporatibe (t
"Corporation"), and George H. Kerckhove ("Indemaf)ea director and/or officer of the Corporation.

WHEREAS, it is essential to the Corporation toirend attract as directors and officers of thepGaation and its
subsidiaries the most capable persons availabte; an

WHEREAS, corporate litigation subjects directord afficers to expensive litigation risks at the satime that
adequate coverage of directors’ and officers’ ligbinsurance may be unavailable; and

WHEREAS, the Articles of Incorporation of the Coration require indemnification of the officers agidectors of th
Corporation to the fullest extent permitted by |&we Articles and the Oregon Business Corporation(e "Act")
expressly provide that the indemnification prowsiget forth in the Act are not exclusive, andebgrcontemplate
that contracts may be entered into between thedZatipn and members of the Board of Directors dfiders with
respect to indemnification of directors and off&geand

WHEREAS, Indemnitee does not regard the protecianlable under the Corporation’s Articles of Inporation,
Bylaws and insurance adequate in the present cgtanoes, and may not be willing to serve as atdirec officer
without adequate protection, and the Corporati@girds Indemnitee to serve in such capacity.

NOW THEREFORE, the Corporation and Indemnitee agee®llows:
1. Agreement to Servedndemnitee agrees to serve or continue to senaedirector and/or officer of the Corporation

and/or one or more of its subsidiaries for so laadndemnitee is duly elected or appointed or soith time as
Indemnitee tenders a resignation in writing.

2. Definitions. As used in this Agreement:

(a) The term "Proceeding” shall include any thneatk pending or completed action, suit or procegdihether
brought in the right of the Corporation or othemyis/hether of a civil, criminal, administrativeiawestigative nature,
and whether formal or informal, in which Indemniteay be or may have been involved as a party @raike, by
reason of the fact that Indemnitee is or was actbreand/or officer of the Corporation, or is orsaserving at the
request of the Corporation as a director, offieenployee or agent of another corporation, partmgrghint venture,
trust or other enterprise, whether or not servinguich capacity at the time any liability or experssincurred for
which indemnification or reimbursement can be pied under this Agreement.

(b) The term "Expenses"” includes, without limitatihereto, expense of investigations, judicialdmanistrative
proceedings or appeals, amounts paid in settlebyelmdemnitee, attorneys’ fees and disbursemertsaay expenses
of establishing a right to indemnification undectan 7 of this Agreement, but shall not include #mount of
judgments or fines against Indemnit

(c) References to "other enterprises” shall incleiloyee benefit plans; references to "fines"Ishalude any excis
tax assessed with respect to any employee bettefit ieferences to "serving at the request of trparation” shall
include any service as a director, officer, empéoge agent of the Corporation which imposes dutiesor involves
services by, such director, officer, employee aragvith respect to an employee benefit plan,atsigpants, or
beneficiaries; and a person who acted in good &aithin a manner reasonably believed to be innteeast of an
employee benefit plan shall be deemed to have aci@ananner "not opposed to the best interestiseoCorporation”
as referred to in this Agreement.

3. Indemnity in Third Party ProceedingShe Corporation shall indemnify Indemnitee in@dance with the
provisions of this Section 3 if Indemnitee is atpado or threatened to be made a party to any aing




(other than a Proceeding by or in the right of @oeporation to procure a judgment in its favor)iagihall Expenses,
judgments and fines actually and reasonably indusselndemnitee in connection with such Proceedugonly if
Indemnitee acted in good faith and in a manner windemnitee reasonably believed to be in or npbspd to the
best interests of the Corporation and, in the ocdsecriminal proceeding, in addition, had no rewdde cause to
believe that Indemnitee’s conduct was unlawful. Tdrenination of any such Proceeding by judgmerndgeoof court,
settlement, conviction or upon a plea of nolo codée, or its equivalent, shall not, of itself,ateea presumption that
Indemnitee did not act in good faith and in a manvi@ch Indemnitee reasonably believed to be inbibst interest of
the Corporation, and with respect to any criminmakcpeding, that such person had reasonable cabstid¢ve that
Indemnitee’s conduct was unlawful.

Pursuant to this Agreement, the Corporation speifi will, and hereby does, indemnify, to the &gt extent
permitted by law, Indemnitee against any and akés, claims, damages, liabilities and expenses,goseveral, (or
actions or proceedings, whether commenced or @medt in respect thereof) to which Indemnitee megome
subject, as a result of serving as a director araffcer of Merix, under the Securities Act or aoher statute or
common law, including any amount paid in settlen@rany litigation, commenced or threatened, ancimburse
them for any legal or other expenses incurred byntin connection with investigating any claims aefending any
actions, insofar as any such losses, claims, dasnagsilities, expenses or actions arise out airerbased upon any
untrue statement or alleged untrue statement adtanml fact regarding Merix, or the omission degéd omission to
state a material fact required to be stated theneirecessary in order to make the statementsithéndight of the
circumstances under which they were made, not adsig.

4. Indemnity in Proceedings By or In the Rightlué orporation The Corporation shall indemnify Indemnitee in
accordance with the provisions of this Section hdemnitee is a party to or threatened to be nagplarty to any
Proceeding by or in the right of the Corporatiomptocure a judgment in its favor against all Exgsnactually and
reasonably incurred by Indemnitee in connectioi whe defense or settlement of such Proceedingyriytif
Indemnitee acted in good faith and in a manner wmdemnitee reasonably believed to be in or npospd to the
best interests of the Corporation, except thandemnification for Expenses shall be made underSkection 4 in
respect of any claim, issue or matter as to whicth person shall have been finally adjudged byuatdo be liable fo
negligence or misconduct in the performance of imgieee’s duty to the Corporation, unless and only to titerd tha
any court in which such Proceeding was brought sleéérmine upon application that, despite the didation of
liability but in view of all the circumstances die case, Indemnitee is fairly and reasonably edititb indemnity.

5. Indemnification of Expenses of Successful PaNgtwithstanding any other provisions of this Agmeent, to the
extent that Indemnitee has been successful on d¢nigsnor otherwise, in defense of any Proceedinig defense of
any claim, issue or matter therein, including tisrissal of an action without prejudice, Indemngéall be
indemnified against all Expenses incurred in cotinadherewith.

6. Advances of Expense3he Expenses incurred by Indemnitee pursuanétdié@s 3, 4 and 8 in any Proceeding
shall be paid by the Corporation in advance atwthten request of Indemnitee, if Indemnitee shialllertake to repay
such amount to the extent that it is ultimatelyedained by a court that Indemnitee is not entitiede indemnified b
the Corporation and shall furnish the Corporatiowrigten affirmation of the Indemnitee’s good faliblief that
Indemnitee is entitled to be indemnified by the iwation under this Agreement. Such advances bhatiade
without regard to Indemnitee’s ability to repay Is@expenses.

7. Right of Indemnitee to Indemnification Upon Ajgaltion; Procedure Upon ApplicatiorAny indemnification or
advances under Sections 3, 4, 6 or 8 shall be madkger than 45 days after receipt of the writesguest of
Indemnitee, unless a determination is made withainl5 day period by (a) the Board of Directorsabyajority vote
of a quorum consisting of directors who were natipa to such proceeding, or (b) independent legahsel in a
written opinion (which counsel shall be appointesiich quorum is not obtainable), that the Indeeelias not met
the relevant standards for indemnification setifantSection 3, 4 or 8 or an exclusion set fortséction 9 is
applicable




The right to indemnification or advances as progig this Agreement shall be enforceable by Indésenin any
court of competent jurisdiction. The burden of pngvthat indemnification or advances are not

2

appropriate shall be on the Corporation. Neitherfétlure of the Corporation (including its BoaridQirectors or
independent legal counsel) to have made a detetionin@rior to the commencement of such action that
indemnification or advances are proper in the cirstances because Indemnitee has met the applstabléard of
conduct nor an actual determination by the Corpamgincluding its Board of Directors or indepentkagal counsel)
that Indemnitee has not met such applicable stdnafazonduct, shall be a defense to the actiorreate a
presumption that Indemnitee has not met the agpécstandard of conduct. Indemnitee’s expensestiagun
connection with successfully establishing Indengigeight to indemnification or advances, in whotdan part, in any
such Proceeding shall also be indemnified by thep@ation.

8. Additional Indemnification

(a) Notwithstanding any limitation in Sections 34oithe Corporation shall indemnify Indemnitee ac@dance with
the provisions of this Section 8(a) to the fullestent permitted by law if Indemnitee is party taloreatened to be
made a party to any Proceeding (including a Prangday or in the right of the Corporation to proew judgment in
its favor) involving a claim against Indemnitee byeach of fiduciary duty by Indemnitee againsEapenses,
judgments and fines actually and reasonably indupselndemnitee in connection with such Proceedingyided tha
no indemnity shall be made under this Section 8account of Indemnitee’s conduct which constgwadreach of
Indemnitee’s duty of loyalty to the Corporationitsrstockholders or is an act or omission not indytaith or which
involves intentional misconduct or a knowing vidaat of the law or with respect to an unlawful distition under
ORS 60.367.

(b) Notwithstanding any limitation in Sections 3p¥8(a), the Corporation shall indemnify Indemeitelndemnitee i
a party to or threatened to be made a party tdPaogeeding (including a Proceeding by or in thatraf the
Corporation to procure a judgment in its favor)iagball Expenses, judgments and fines actuallyraadonably
incurred by Indemnitee in connection with such Beating to the fullest extent permitted by the Awt|uding the
nonexclusivity provision of ORS 60.414(1) and angcessor provision and including any amendmerntiset@\ct
adopted after the date hereof that may increasexteat to which a corporation may indemnify itéagrs and
directors.

(c) The indemnification provided by this Agreemshall not be deemed exclusive of any other rightshich
Indemnitee may be entitled under the Restated |lAstiof Incorporation, the Bylaws, any other agrestinany vote of
shareholders or directors, the Act, or otherwisgh las to action in Indemnitee’s official capa@tyas to action in
another capacity while holding such office. Theammuhification under this Agreement shall continuécaidemnitee
even though Indemnitee may have ceased to be@ati@ officer and shall inure to the benefit loé theirs and
personal representatives of Indemnitee.

9. Exclusions Notwithstanding any provision in this Agreemehg Corporation shall not be obligated under this
Agreement to make any indemnification or advanoeinnection with any claim made against Indemnitee

(a) for which payment is required to be made torobehalf of Indemnitee under any insurance pobksgept with
respect to any excess beyond the amount of regp@gehent under such insurance, unless payment sodber
insurance policy is not made after reasonable Efpindemnitee to obtain payment. The Corporasioall be
subrogated with respect to any other rights of timoiéee with respect to any payment made by the @atjn to or
on behalf of the Corporation under this Agreement;

(b) for any transaction from which Indemnitee dedan improper personal benefit;



(c) for an accounting of profits made from the ha®e and sale by Indemnitee of securities of thrpdation within
the meaning of Section 16(b) of the Securities Exge Act of 1934 and amendments thereto or simitarisions of
any state statutory law or common law.

10. Partial IndemnificationIf Indemnitee is entitled under any provisiongtos Agreement to indemnification by the
Corporation for some or a portion of the Expengefgments and fines actually and reasonably indusselndemnite
in the investigation, defense, appeal or settleraEahy Proceeding but not, however, for the total

amount thereof, the Corporation shall neverthaledsmnify Indemnitee for the portion of such Expesigudgments
or fines to which Indemnitee is entitled.

11. Business Transaction$he Corporation agrees that it will not effecy &usiness Transaction (as defined in
Article Xl of the Restated Articles of Incorporatiof the Corporation) which has not been approwethe Continuing
Directors (as defined in Article Xl of the Resta#dicles of Incorporation of the Corporation) diet Corporation
unless the other party to the transaction agreesiimg to (a) use its best efforts to maintain fiee subsequent two
year period any and all directors’ and officerabilility insurance in effect prior to any discuss@r announcement
relating to such Business Transaction and (b) assalhobligations of the Corporation under this égment and
indemnify Indemnitee and advance litigation expsneeaccordance with this Agreement.

12. Severability If this Agreement or any portion thereof shallilmealidated on any ground by any court of compk
jurisdiction, then the Corporation shall nevertkslexdemnify Indemnitee as to Expenses, judgmertdiaes with
respect to any Proceeding to the full extent peeaiiby any applicable portion of this Agreement gtall not have
been invalidated or by any other applicable law.

13. Notice. Indemnitee shall, as a condition precedent ternmaitee’s right to be indemnified under this Agreei)
give to the Corporation notice in writing as soarpaacticable of any claim made against Indemrideghich
indemnity will or could be sought under this Agressth Notice to the Corporation shall be directeyix
Corporation, 1521 Poplar Lane, Forest Grove, Oréydri 6, Attention: Secretary (or such other addasshe
Corporation shall designate in writing to Indema)teNotice shall be deemed received three daysthftedate
postmarked if sent by prepaid mail, properly adskds In addition, Indemnitee shall give the Corporasuch
information and cooperation as it may reasonaldyire and as shall be within Indemnitee’s power.

14. CounterpartsThis Agreement may be executed in any numbeowhierparts, each of which shall constitute the
original.

15. Applicable Law This Agreement shall be governed by and constivadcordance with Oregon law.

16. Successors and Assignehis Agreement shall be binding upon the Corponaéind its successors and assigns.

IN WITNESS WHEREOF, the parties hereby have catisisdAgreement to be duly executed and signed #seoflay
and year first above written.

MERIX CORPORATION

By /s/ Mark R. Hollingel
Chief Executive Officer and Preside

INDEMNITEE



/sl GEORGE H. KERCKHOVI

George H. Kerckhove




EXHIBIT 23.1

CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referemt¢lee Registration Statements on Form S-8 (N8s33344, 333-

59672 and 333-76367) of Merix Corporation of oyrar dated June 22, 2001 relating to the finarat@tiements,
which appears in this Form 10-K.

P RICEWATERHOUSEC OOPERSLLP

Portland, Oregon
August 15, 2001




EXHIBIT 23.2
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference iniRReggion Statement Nos. 33-87344, 333-76367 ard53%72 of
Merix Corporation on Form S-8 of our report datadel 25, 1999, appearing in the Annual Report omF0-K of
Merix Corporation for the year ended May 26, 2001.

D ELomTE& T OUCHELLP

Portland, Oregon
August 15, 2001




