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PART |

This Annual Report contains forward-looking statateevithin the meaning of the Private Securitiggation Reform Act of 1995. This
Act provides ¢safe harbor” for forward-looking statements to enaage companies to provide prospective informatibaut themselves so
long as they identify these statements as forwao#tthg and provide meaningful cautionary stateméestifying important factors that could
cause actual results to differ from the projecteduits. All statements, other than statementssbdétical fact, including statements regarding
industry prospects and future results of operationfinancial position, made in this Annual Reparé forward looking. We use words such as
“anticipates,” “believes,” “expects,” “future” and “intends” and similar expressions to identify forwalooking statements. Forward-looking
statements reflect management’s current expecttigans or projections and are inherently uncertahctual results could differ materially
from manageme’s expectations, plans or projections. Readerscaationed not to place undue reliance on thesedoadwooking statements,
which speak only as of the date of this report.t@emrisks and uncertainties that could cause octual results to differ significantly from
management’s expectations are described in théoseentitled “Risk Factors Affecting Business ares&ts of Operations.” This section,
along with other sections of this Annual Reporsaiibes some, but not all, of the factors that darduse actual results to differ significantly
from manageme’s expectations. We undertake no obligation to jplibtelease any revisions to these forward-lookitatements that may be
made to reflect events or circumstances after tte tereof or to reflect the occurrence of unaptitéd events. Readers are urged, howew
review the factors set forth in reports that we filom time to time with the Securities and Exclea@gmmission.

ITEM 1. BUSINESS.

In this report, the terms “Merix,” “Company,” “we’us,” and “our” refer to Merix Corporation. Merign Oregon corporation, was
formed in March 1994. We are a leading manufactoféechnologically advanced electronic interconrsstutions for use in sophisticated
electronic equipment. Our principal products areptex multilayer printed circuit boards, which #@he platforms used to interconnect
microprocessors, integrated circuits and other aorapts that are essential to the operation ofreleict products and systems. We focus on
providing our solutions to manufacturers of teclogatally advanced electronic products within sedddtigh growth segments of the
electronics industry, including communications,Hgnd computing, and test and measurement. Wedeair customers with an integrated
interconnect manufacturing solution that include&krturn prototypes, pre-production and volumedution of printed circuit boards and
backplanes. In addition, we provide design assistamd engineering services in the early stagpsodfuct development. We recently
announced a new service offering called thermalagament solutions, which supports wireless apjdicat Our customers include original
equipment manufacturers, or OEMs, and contract faatwrers in the electronics industry.

Industry Overview

Printed circuit boards consist of patterns of eleat circuitry etched from copper that have besmihated on a board of insulating
material. They are the platforms used to intercohmécroprocessors, integrated circuits and otbengonents that are essential to the oper
of electronic products and systems. Printed citoo#rds are customized for specific electronicigppbns and are sold to OEMs and contract
manufacturers in volumes that range from severis Gior prototypes to small quantities for pre-puotion to large quantities for volume
production. Quick-turn prototypes are used in tbsigh, test and launch phases of new electroniuygts and require rapid manufacturing,
with industry delivery times ranging from as liths 24 hours to as long as 10 days. Larger voluhpsnted circuit boards are needed as a
product progresses past the testing and desigreplaasl into pre-production and then volume prodacti

Printed circuit boards are used in virtually a#atonic equipment from consumer products, sugteesonal computers, cellular
telephones and televisions, to high-end commeedémitronic equipment, such as data communicatioters and switches, data storage
devices, wireless base stations, computer worbksisti
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and network servers. Typically, printed circuit bldsused in consumer electronic products emplogtdayer counts and lower performance
materials and require less manufacturing flexipilitan printed circuit boards used in high-end caruial equipment. High-end commercial
equipment manufacturers require more complex raykil printed circuit board solutions with advanoeaterials, narrow line widths and
separations of copper traces, precision cavitidssamall diameter vias and through-holes to conimeetnal circuitry.

We manufacture complex multilayer printed circuoibds primarily for use in high-end commercial @guént. We are capable of
producing, in volume, technologically sophisticapgthted circuit boards of up to 40 layers utiligihigh performance, mixed dielectric
materials. We are also a leading supplier of adedmeoducts for wireless base stations, which glpicequire thermal management solutions,
and high-speed optical networking systems. Our ack@ manufacturing capabilities uniquely positisrtaiserve the communications, high-
end computing and test and measurement segmettts efectronics industry. These industry segmertslaaracterized by rapid technological
change and short production life-cycles as OEMgicoally develop new and technologically supericodqucts.

Manufacturing increasingly sophisticated electranterconnect products requires substantial investrim advanced production faciliti
engineering and manufacturing expertise and praeessology. These capital and technology requirgmieave led to consolidation in recent
years, reducing the number of printed circuit baaehufacturers in the United States by almos-half, from approximately 950 in 1992 to
approximately 510 in 2001. Despite this consolmatthe printed circuit board market remains fragted and we expect consolidation to
continue. Additionally, the sustained downturntie lectronics industry over the last 18 monthsréssited in plant closures, which have
decreased domestic printed circuit board manufexgjurapacity by 20 to 25%.

There are several significant trends within thetetmic interconnect industry that we believe presgportunities for growth. These
include:

Increasing Complexity of Electronic EquipmentThe increasing complexity of electronic equipindrives technological advancements
in interconnect products. OEMs are continually gesig more complex and high performance electregigpment, which requires printed
circuit boards that accommodate higher speeds, ooent densities, frequencies and operating tempesatWe believe this trend is increas
the demand for interconnect manufacturers with Sapmanufacturing process techniques and engingatipport.

Emerging Markets. Although current market conditions are weak, demand for more complex multilayer printed cirtwgards is
driven by the expansion of traditional marketsHayh-end commercial electronic equipment, suchoasneunications, computing and test and
measurement. Although growth in these markets neagtla slower pace than experienced in previousye@ believe that these markets will
rebound and grow as a result of technological ceandemands for a wider variety of electronic pmdeatures, greater bandwidth and
increasingly powerful electronic components.

Shorter Product Life-Cycles for Electronic ProductsRapid advances in technology have significasiigrtened the life-cycles of
complex electronic products and placed increasesspire on OEMs to develop new products in shoeeogs of time. The time-to-market
demands of OEMs have increased emphasis on theesmgig and quick-turn production of small unitwoles of printed circuit boards in the
prototype development stage. The success of Girstdrket products heightens the demand for manuiagt expertise and process controls
that enable manufacturers to quickly proceed tame production.

Increased Demand for Integrated Products and Sesvic The accelerated time-to-market and time-to4v@weeds of OEMs of high-
end equipment have resulted in increased collaiboratith interconnect providers that can offer emgring support in the design phase and
manufacturing scalability throughout the productiéercycle. Many OEMs are limiting their vendord®ato a smaller number of technically
qualified providers that are able to offer a broaige of interconnect products and services.

2
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Products and Services

We offer a broad range of products and servicegded to meet our customers’ needs for complexilaydir printed circuit boards and
backplanes. Our products and services span thedoiedm product conception through volume produtaod include the following:

Design Assistance and Engineering Service$Ve provide design assistance and engineerivires in the early stages of product
development to ensure that mechanical and elekcéfiements are integrated to achieve a high quatity cost-effective product. We also
evaluate customer designs for manufacturability edmmend design changes to reduce manufactusstg and lead times or increase
manufacturing yields and the quality of finishethfed circuit boards. We believe this cooperativ@cpss shortens the time in transition from
the development of the prototype design to voluna@ufacturing and facilitates the delivery of highatity products in a timely fashion. By
working closely with our customers throughout tiesign and manufacturing process, we gain insigbtthmeir future product requirements.

Quick-Turn Prototype and Pre-Production ServicesWe produce quick-turn prototypes with lead snoé three to ten days and
prototypes in pre-production quantities with leidets of ten to fifteen days for these customers.offer prototype and volume production
within the same facility. By using the same prog&séines for all production, our prototypes mooearately represent our volume products.
This allows us to shorten the time in transitioonirthe development of prototype designs to voluraaufacturing and facilitates the volume
delivery of high-quality complex printed circuit &a@ls in a timely fashion.

Volume Production Volume production is characterized by standead times of four to eight weeks, as printedutrboards move to
full-scale commercial production. At this stagepabduction, quality, on-time delivery, process dafity and price are the factors most
important to our customers. Our engineering cajigl@hables us to produce, in volume, technologicsdphisticated printed circuit boards of
up to 40 layers utilizing high performance materiahd leading edge fabrication techniques. In amdibur manufacturing process controls
enable us to meet accelerated time-to-market ametHib-volume requirements of our customers.

Backplanes. Backplanes are generally larger and thickerted circuit boards on which connectors are moutdedterconnect printed
circuit boards, integrated circuits and other etadt components. In addition to providing backgdabrication services for our customers, we
also perform radio frequency testing services tlwate the performance of backplane circuits acacgsectrum of frequencies.

Thermal Management Solutions.We offer solutions to help our customers martegg in high performance applications and address
thermal and signal integrity requirements in higlvpr wireless products. Our manufacturing facitsipport the integration of metal pallets
and metal coins with a circuit board, as well deoprocesses for managing thermal issues.

Markets and Customers

The following table shows, for the periods indichtéhe percentage of our net sales to the princifzaket segments we serve:

Fiscal Years
2002 2001 2000
Market Segments:
Communication: 75.€% 59.4% 51.7%
High-end Computing 12.4 19.2 21.c
Test and Measureme 9.6 19.: 24.2
Other 24 2.1 2.8
Total 100.(% 100.(% 100.(%
| ] ]
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Sales in the communications market segment repesdariarger percentage of sales in fiscal 2002pewed to fiscal 2001, reflecting the
increase in the number of communications custorfinens approximately 47 in fiscal 2001 to approximgate00 in fiscal 2002. Sales in both
test and measurement and high-end computing segmepresent a smaller percentage of sales in f28G# due to significant growth in the
number of new communications customers. In additbom sales in the test and measurement segmeptiararily to semiconductor test
equipment customers, which have experienced a signéficant downturn than other sectors within tegt and measurement segment. We do
not anticipate sales in the test and measuremgntesg to increase until demand for semiconductirdguipment improves.

Our five largest OEM customers during fiscal 20@2alphabetical order, were Cisco Systems, Moto®taverwave Technologies,
StorageTek, and Teradyne. Our five largest OEMarusts comprised 65.4%, 64.1% and 67.5% of ourales sluring fiscal 2002, 2001 and
2000, respectively. In fiscal 2002, Cisco Systend lflotorola each accounted for more than 10% ofhetisales. Cisco Systems, Motorola
Teradyne each accounted for more than 10% of dwsales in fiscal 2001 and 2000. We expect to coetito depend on a small number of
customers for a significant portion of our net sdte the foreseeable future. The loss of or desréaorders from one or more major custor
could reduce our revenues.

Sales to OEMs include sales made through contraoufacturers that assemble components on our piothraesale to OEMs.
Approximately 50.9%, 52.9% and 54.8% of our ne¢salere through our contract manufacturing custermefiscal 2002, 2001 and 2000,
respectively. The majority of sales through contraanufacturers are directed by our OEM custontéosvever, in fiscal 2002, we were added
to the approved vendor list of three contract mactufrers and we have been awarded incrementaktmuary orders directly from these
contract manufacturers. We expect these discretjarders to increase in the future.

Sales and Marketing

We market our products through a field-based disatds force, field application engineers, manufa&et’ representative firms and
customer service personnel. We employ field appiioeengineers in regions across the U.S, who sesue technical interface between M
and customers’ design engineering teams. Our fipflication engineers integrate into the customagsign teams as technical experts,
providing information and modeling data to asshed the final printed circuit board design meetsaip electrical performance requirements,
cost goals, and design guidelines for manufactlinabindependent manufacturers’ representativadirepresent us in the United States,
Europe, Israel and Canada.

Our sales force develops close relationships with@QEM customers beginning at the earliest deverand design phases and
continuing throughout all stages of production. 8e® contract manufacturers are increasingly kggiren discretionary authority from OEMs
to award business to printed circuit board manufacs, we also target contract manufacturers aretdge our relationships with OEMs to
access new business with contract manufacturers.

Supplier Relationships

We have entered into strategic relationships wéthain suppliers of laminates, raw materials amdises to reduce lead times and
inventory carrying costs, enhance the quality aidbility of the supply of raw materials and reducansportation and other logistics costs.
example, Matsushita Electronics Materials, a keyitete supplier, operates a factory producing stechdnd high performance laminates
adjacent to our facility. Isola Laminate SystemspCoanother laminate supplier, utilizes an indejggnt warehouse distribution center adjacent
to our facility to offer just-in-time delivery ofigh-performance raw materials. In addition, Man&chnologie, Inc. USA provides on-site
electrical test services at our facility.

We continue to offer new laminate material prodictmeet our customers’ needs and we are on tkeédot of offering these new
materials due to our relationships with our suppli®Ve rely on our suppliers for

4
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laminates and raw materials needed to manufacturied circuit boards for our customers. We alspahel on a small number of suppliers for
many of the raw materials and laminates that wdruser business. If a significant shortage of raaterials or laminates were to occur or if
were unable to continue to purchase these raw rast@and laminates from our suppliers, our opegatésults would be materially adversely
affected.

Manufacturing and Technology

The increasing complexity of electronic products deven technological advancements in interconpeaducts and has placed
increasingly more difficult demands on the manufeng process. We have invested in production teldgy to manufacture dense multilayer
printed circuit boards utilizing advanced fabrioatprocesses and high performance materials imloroduction, with excellent reliability.
We employ numerous advanced manufacturing techsigod systems, including automated imaging systeomsjeyorized automated optical
inspection, computer controlled hot oil vacuum laation, high-speed computer controlled drilling aodting, automated registration
optimizers, periodic reverse pulse copper platphtgtoimageable solder mask processing, dual-sideeka electrical testing and automated
surface coating. Our execution of these technign@bles us to timely manufacture complex printecud boards of consistent quality in high-
volume.

In general, we receive circuit designs directlynfrour customers in the form of electronic datasfilehich we review to ensure data
accuracy and product manufacturability. Using thedsetronic files, we generate images of the cirpatterns that we develop on individual
layers using advanced photographic processes. Ghrawariety of plating and etching processes, electively add and remove conductive
materials forming horizontal layers of thin traceircuits, which are separated by insulating miatteA finished multilayer printed circuit
board laminates together a number of layers ofiiting using intense heat and pressure under vacVentical connections between layers are
achieved by plating through small holes called Vidas are made by highly specialized drilling gouent capable of achieving extremely fine
tolerances with high accuracy. We specialize imMti@yer printed circuit boards with extremely figeometries and tolerances. Because of the
tolerances involved, we use clean rooms in certeinufacturing processes where tiny particles nogerwise create defects on the circuit
patterns and use automated optical inspectionregste ensure consistent quality.

To organize and track our orders, materials andge®es, we have developed a proprietary integnaseadifacturing support system ca
the Computer On-Line Loading and Tracking syste@LT"). This system tracks all phases and aspdabap-floor production in real time
to deliver crucial information to every decisionitoOur lab analysis system, which integrates WL T, helps us analyze and continually
improve our products and processes using onlinistital process control tools.

We are members of the Advanced Embedded Passivadlegy Consortium funded by the National InstitaftéStandards and
Technology and administered by the National CefsteManufacturing Sciences. This consortium wasglesd to develop new materials, tools
and manufacturing techniques for embedding the nityjof passive electrical devices, such as ressand capacitors, into the structure of a
printed circuit board. This new technology showduce costs and space requirements and improveltaleility and performance of many
electrical devices. We believe our participationhis project will help us maintain our technoldggdership and provide us with additional
funding for our engineering research in this areiaterconnect product development.

Competition

We believe our major competitors are the large drfsl. international independent producers that neentufe multilayer printed circuit
boards, provide backplane and other electronicnalsises and offer quick-turn services, such as Dyindbetails Inc., Honeywell, Multek (a
division of Flextronics International Ltd.), Sanra#$CI, TTM Technologies Inc., Tyco InternationaflLand Viasystems. We believe our
ability to
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compete successfully depends upon a number ofrfadételuding our responsiveness to customerslimelg and service, our technological
capability, our product quality and our pricingeS&lanagement’s Discussion and Analysis of Findn€@ndition and Results of Operations—
Risk Factors Affecting Business and Results of @fens.”

Backlog

Our 90-day backlog was approximately $9.5 milliothee end of fiscal 2002 and $15.5 million at thel ef fiscal 2001. A substantial
portion of our backlog is typically scheduled faligdery within 60 days.

The level and timing of orders placed by our cugtohvary due to a number of factors, includingations in demand for customer
products, customer attempts to manage inventorychadges in customer manufacturing strategies.Becae do not generally obtain long-
term purchase orders or commitments from our custepwe must anticipate the future volume of ordéb@sed on discussions with our
customers. We rely on our estimates of anticiptade volumes when making commitments regardimgléivel of business that we will seek
and accept, the mix of products that we intend émufacture, the timing of production schedules thiedevels and utilization of personnel and
other resources. A customer may cancel, reducelay @rders that were previously made or anticghatesignificant portion of our backlog at
any time may be subject to cancellation or postpuerg without penalty. We may not be able to tinrelglace canceled, delayed or reduced
orders. Significant cancellations and reductiorss delays in orders by customers have led to untiézation of our installed capacity.

Patents and Other Intellectual Property

Although we seek to protect certain proprietanhitetogy and other intangible assets through patemave relatively few patents and
believe our business depends instead on our eféeekiecution of fabrication techniques and ouritgttib improve our manufacturing proces
to meet evolving industry standards. In additicegduse manufacturing printed circuit boards requirg employees to have sufficient know-
how to operate advanced equipment and to condositse and complicated manufacturing processegjepend to a large extent on training,
recruiting and retaining these employees.

Environmental Matters

We are required to comply with federal, state, ¢p@amd municipal regulations regarding protectiéthe environment. Printed circuit
board manufacturing requires the use of a variétypaterials, including metals and chemicals. Assult, we are subject to environmental laws
relating to the storage, use and disposal of chemisolid waste and other hazardous materialseliss air quality regulations. Water used in
the manufacturing process must be treated to refesey metals and neutralized before it can behdiged into the municipal sanitary sewer
system. We operate and maintain effluent watetrtreat systems and utilize approved laboratoryriggtrocedures at our manufacturing
facility under effluent discharge permits issuedaoghorized governmental agencies. These permiss beurenewed periodically and are
subject to revocation in the event of violationeo¥ironmental laws. Certain waste materials argtdjucts generated by our manufacturing
processes are sent to approved third parties égclieg, reclamation, treatment or disposal. Wedwel our environmental management
complies with environmental protection requirementall material respects.

Employees

As of May 25, 2002 we had a total of 963 employa#yf which were regular employees. None of aupkyees is represented by a
labor union. We have never experienced an emplogie¢ed work stoppage and we believe our relatignsith our employees is good.

6
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Executive Officers

The following table sets forth certain informatiaith respect to our executive officers:

Executive Officers Age Position

Mark R. Hollinger 44  Chairman, Chief Executive Officer and Presid

Janie S. Brow! 57 Senior Vice President, Chief Financial Officer, 3sarer and Secreta
Anaya K. Vardye 39  Senior Vice President, Operatic

Daniel T. Olsor 47  Vice President, Sales and Market

Gary R. Lenagha 50  Vice President, Human Resourc

Mark R. Hollingerwas elected Chairman of the Board in September 20@1has served as Chief Executive Officer sinqgaedeber
1999. Mr. Hollinger has served as President aralraember of the Board of Directors since May 1389joined Merix in September 1997 as
Senior Vice President, Operations and served aaf Cigerating Officer from August 1998 to Septemb@99. Prior to joining Merix, Mr.
Hollinger worked for more than a decade at IBM|daled by three years as Vice President of OperatédrContinental Circuits Corporation of
Phoenix.

Janie S. Browtas served as Senior Vice President since Jan0ady, Secretary since September 1999, Chief Finb@¢€fizer since
August 1998 and Treasurer since September 1997BMgn served as Vice President from April 1998anuary 2001 and as Corporate
Controller from June 1995 until August 1998. Froep&mber 1982 until joining Merix, Ms. Brown heldrious positions, including audit
partner, with Deloitte & Touche LLP.

Anaya K. Vardydas served as Senior Vice President, Operations genuary 2001 and Vice President of Operatiams fPecember
1999 to January 2001. Mr. Vardya joined Merix int@er 1997 as Director of Forest Grove Operati®ngr to joining Merix, Mr. Vardya we
the Corporate Development Manager for Continentiadu@ts Corporation from November 1994 to Octob887. From 1985 to 1994, Mr.
Vardya held a number of positions with IBM.

Daniel T. Olsorhas served as Vice President, Sales and Marketing ©ctober 1999. From 1992 to April 1999, Mr. @iseld various
positions, including Director of Strategic Businémssthe Electronics Business Group of MacDermid, IFrom 1982 to 1991, Mr. Olson sen
in a number of sales roles, including National S&lkanager for Olin Corporation.

Gary R. Lenaghahas served as Vice President, Human Resources@utober 2001. Mr. Lenaghan joined Merix from Hgrl@avidsor
Motor Company where he was the Corporate Diredtdiotal Compensation and was responsible for huraaources strategy, compensation,
benefits, labor relations and human resourcesrmition systems. He also has a broad range of huesanrce experience from hgesitions a
Rockwell International and Ingersoll-Rand, Inc.

ITEM 2. PROPERTIES.

We currently manufacture all of our products on #8+acre Forest Grove campus, which includes ajppitely 248,000 square feet of
manufacturing facilities and a 62,500 square fohing and administration facility. Our manufadmgy facility is certified under the ISO 9002
quality assurance model. We use total quality mamant systems to meet the highest industry staadargrroduct quality.

We commenced a capacity expansion program at hotiVood Village, Oregon and Forest Grove, Oregocations in the first quarter
of fiscal 2001. Due to current industry conditiotig timeline for completion of this program hagtsignificantly lengthened. We have
completed the construction of a 90,000 squareléasted manufacturing facility located at Wood \gjkaand have completed installation of
critical
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equipment at both locations, but have deferredrorgenon<ritical equipment. We do not expect to start fyrar operating at the Wood Villa
facility until we are experiencing a sustained netof demand for volume production. Once we begiimép and completing equipment
installation at the Wood Village facility, we estie it will take up to six months until significagtoduction occurs. See “Management’s
Discussion and Analysis of Financial Condition &ebults of Operations—Liquidity and Capital Resesre-Capacity Expansion.”

ITEM 3. LEGAL PROCEEDINGS.

We are not involved in any material litigation. Rrdime to time we may be involved in litigationsing 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 vote of ourldtotders during the fourth quarter of fiscal 2002.

8
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PART I

ITEM5. MARKET FOR THE REGISTRANT'S COMMON EQUI TY AND RELATED
STOCKHOLDER MATTERS.

Our common stock is quoted on the Nasdag Natiorsakkt under the symbol “MERX.” The following taldets forth, for the periods
indicated, the high and low sales prices per sbhoeir common stock as reported on the Nasdaq haltidarket.

High Low

Fiscal year 2002:

Quarter 4 $ 20.1¢ S 14.9(

Quarter & 20.5¢ 15.3¢

Quarter z 26.4( 10.6(

Quarter 1 26.9( 14.57
Fiscal year 2001:

Quarter 4 $ 25.7¢ % 11.0C

Quarter & 41.2¢ 10.6:

Quarter z 69.0( 23.31

Quarter 1 49.7¢ 17.21

As of July 24, 2002, the last reported sale priceus common stock on the Nasdaq National Market $&.97 per share. As of July 24,
2002, there were approximately 95 shareholdersaidrd and approximately 5,600 beneficial sharelsldeour common stock.

We currently intend to retain any earnings for imseur business and, therefore, we do not antieipaying any cash dividends in the
foreseeable future. We have never declared orgraiccash dividends on our capital stock. In tharitthe decision to pay any cash dividends
will depend upon our results of operations, finahcondition and capital expenditure plans, as a&kuch other factors as our Board of
Directors, in its sole discretion, may consideevaht.

Disclosure Regarding the Company’s Equity Compensain Plans

The Company maintains the 1994 Stock Incentive PE®94” Plan”) and the 2000 Nonqualified Stock @ptPlan (“2000 Plan”)
pursuant to which the Company may grant equity de/éw eligible persons. The material terms of tB@41Plan and the 2000 Plan are
described below.

The following table summarizes information aboutiggawards under the Company’s 1994 Plan and 7380 as of May 31, 2002:

Weighted
Number of shares of Average Exercist Number of Shares of
Common Stock to be issued Price of Common Stock Available for
upon exercise of Outstanding Outstanding Future Issuance (excluding
Plan Category Options* Options shares reflected in *)
Equity compensation plans approved by securitydrstdl 994 Plal 1,395,48! $ 13.52 642,78(
Equity compensation plan not approved by secuotgdrs: 200(
Plan 763,86( $ 17.1¢ 1,235,39.
2,159,34! $ 14.82 1,878,17.
| I |

In August 2002 the Board of Directors authorizedhdditional 2,000,000 shares to be available fangunder the 2000 Plan.

9
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1994 Stock Incentive Plan

In 1994, the Company’s Board of Directors adopted1994 Stock Incentive Plan. The Company’s shdder®approved the 1994 Plan
on September 30, 1994 and approved amendments &®8%4 Plan on October 9, 1995, September 23, 488 Beptember 28, 2000. See
exhibit 10.4 of this Form 10-K for reference to fflan document, as amended.

2000 Nonqualified Stock Option Plan

The Company’s Board of Directors adopted the 20060dualified Stock Option Plan in December 2000 approved amendments in
March 2002 and August 2002. The 2000 Plan hasew®r lapproved by the Company’s shareholders.

Shares Available

As amended, the 2000 Plan reserves up to 4,008/2@s of the Company’s Common Stock for issuancgupnt to awards granted
under the 2000 Plan. The 2000 Plan permits thetgmon-statutory stock options (“NSOs”) and ktawards. If an option granted under the
Plan expires, terminates or is canceled, or ifeshawarded are forfeited to the Company or repsethay the Company, the shares again
become available for issuance under the Plan.

Eligibility

All employees, officers and directors of the Compand its subsidiaries are eligible to participatéhe 2000 Plan. Non-employee
consultants, agents, independent contractors ardaad who provide services to the Company are @igible to participate. In any plan year,
the Company'’s officers and directors may not rez@iptions and stock awards involving more thanggregate of 25% of the shares of
Common Stock subject to the total aggregate numbeptions and stock awards granted during suci yder.

Administration

The Human Resources and Compensation Committdee &dard of Directors administers the 2000 Plare Tbmmittee may designate,
from time to time, the individuals to whom awards enade under the Plan, the amount of any suchdeavat the price and other terms and
conditions of any such award. The Committee hasuthand exclusive power to interpret the Plan amaly, subject to the provisions of the
Plan, establish the rules for its operation. Ohly Board of Directors may amend, modify or terngrtae 2000 Plan.

Term of Plan

The 2000 Plan will continue until all shares avalgafor issuance under the 2000 Plan have beeadssud all restrictions on such shares
have lapsed. The Board of Directors may suspenerotinate the 2000 Plan at any time.

Stock Options

The Committee determines the persons to whom optiom granted, the option price, the number ofeshaubject to each option, the
period of each option and the times at which optieast and may be exercised. No monetary consideriatpaid to the Company upon the
granting of options.

Options granted under the Plan generally continwefect for the period fixed by the Committee. iOps are exercisable in accordance
with the terms of an option agreement enteredantbe time of grant. Except as otherwise deterchimethe Committee, options are
nontransferable except on death. Options may beisee
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only while an optionee is employed by or in thevaer of the Company or a subsidiary or on the esrlof (i) the option’s expiration date; (ii)
within 12 months following termination of employmidyy reason of death or disability; or (iii) 90 @apllowing termination for any other
reason. The purchase price for each share purclpassdant to exercise of options must be paidh(@ash; (ii) by check; (iii) in shares of
Common Stock valued at fair market value that Hzaen owned by the optionee for at least six mofathany shorter period necessary to
avoid a charge to the Company’s earnings for firdmeporting purposes); or (iv) in other formsaminsideration permitted by the Committee.
Upon the exercise of an option, the number of shaubject to the option and the number of sharedade under the Plan for future option
grants are reduced by the number of shares witfeot$o which the option is exercised, less anyeshsurrendered in payment or withheld to
satisfy withholding obligations.

Stock Awards

The Committee may award Common Stock of the Compadyer the Plan on such terms and conditions abj@aLto repurchase or
forfeiture restrictions, if any, as the Committegaimines at the time the stock is awarded. Thergittee may determine the recipients of the
awards, the number of shares to be awarded artirtbef the award.

Changes in Capital Structure

The Plan provides that if the outstanding Commarisof the Company is increased or decreased orggtkinto or exchanged for a
different number or kind of shares or other semgibf the Company or of another corporation bygoesof any recapitalization, merger,
consolidation, stock split or certain other tratigans, appropriate adjustment will be made by then@ittee in the number and kind of shares
available for awards under the Plan and the numbérkind of securities that are subject to anytaatting option. In the event of dissolution
of the Company, unless otherwise determined byCtiramittee in its sole discretion, options and staslards shall immediately terminate
prior to dissolution or liquidation.

Amendments

The Board of Directors may at any time amend, suspe terminate the Plan in such respect as it deaim advisable; provided that
shareholder approval must be obtained if requiseth.

Tax Consequences

No income is realized by the grantee under fedecame tax law until a stock option is exercisedcBuse the stock options granted
under the Plan are NSOs, at the time of exercissm SO, the optionee will realize ordinary comgias income, and the Company will
generally be entitled to a deduction, in the amdaynivhich the market value of the shares subjettieéamption at the time of exercise exceeds
the exercise price. The Company’s deduction is itmmetd upon withholding income taxes on the incameount. Upon the sale of shares
acquired upon exercise of an NSO, the excess drtfmint realized from the sale over the marketevafithe shares on the date of exercise
will be taxable.

An employee who receives a stock award in conneatith the performance of services will generadiglize taxable income at the time
of receipt unless the shares are not substantieited for purposes of Section 83 of the Code anBlattion 83(b) election is made. If the
shares are not vested at the time of receipt,tiayee will realize taxable income in each yeawfich a portion of the shares substantially
vest, unless the employee makes an election uredzio8 83(b) of the Code within 30 days after thiginal date of the receipt of the award.
The Company generally will be entitled to a taxwlgn in the amount includable as income by thelegee at the same time or times as the
employee recognizes income with respect to theesharovided the Company withholds income taxetherincome amount. Section 162(m)
of the Code limits to $1,000,000
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per person the amount that the Company may deducbmpensation paid to any of its most highly cengated officers in any year after
1993. Because the Plan was not approved by the &uytgpshareholders, compensation received througlexercise of options granted under
the Plan is subject to the $1,000,000 deductioit.lim

For additional information about our equity compaitn plans, see Note 6 to the financial statemiectaded in this report.

ITEM 6. SELECTED FINANCIAL DATA.

2002 2001 2000 1999 1998

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

Net sales $ 86,50( $183,90( $155,87. $113,98: $178,62(
Net income (loss (9,580 26,597 7,45¢ (20,68)) 2,13¢
Basic net income (loss) per shi (0.6¢) 1.9¢ 0.7¢x (2.20* 0.2%
Diluted net income (loss) per sh (0.6¢) 1.84 0.72* (2.20* 0.2z
Balance Sheet Data

Working capital $ 59,64t $ 6597C $ 73,54( $ 14,32; $ 40,75t
Total asset 161,20: 175,68" 159,30t 109,38: 135,16¢
Long-term debt, less current porti 16,00( 16,00( 25,15( 34,29¢ 40,00(
Shareholdel equity 132,79¢ 134,19: 101,73: 50,32¢ 70,19!

* Restated for the thr-for-two stock split effected August 25, 20
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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 technologicallyaated electronic interconnect solutions for ussoiphisticated electronic equipment.
Our principal products are complex multilayer peshtircuit boards, which are the platforms useidtierconnect microprocessors, integrated
circuits and other components that are essentihlet@peration of electronic products and systems.

Our fiscal year consists of either the 52 or 53#meeriod ending on the last Saturday in May. Figears 2002, 2001 and 2000 were 52-
week years. For convenience, all of our fiscal geae presented as ended on May 31.

Throughout fiscal 2002, we continued our focus esteamers who require advanced technology printexiitiboards and we enhanced
our capabilities to meet our customers growing detrfar quick-turn production. We were able to irase average selling prices by increasing
our higher technology sales and by a significaatéase in higher margin quick-turn prototype aremoduction sales. Current economic
conditions have resulted in a significant undeliastiion of capacity, however, we have focusedemtucing our cost structure and we continue
to make improvements throughout our operations siyeificantly expanded our customer base in fi2€812, adding 62 new customers and
many new programs with existing customers. To enthat we will be able to support the needs ofaustomer base once demand returns, we
proceeded with our capacity expansion program selective basis. We believe that the steps we taken during the economic downturn
position us for growth once demand returns.

Critical Accounting Policies and Estimates

Management’s Discussion and Analysis of Financ@mhdition and Results of Operations discusses thepgaay’s financial statements,
which have been prepared in accordance with acowuptinciples generally accepted in the UnitedexaThe preparation of these financial
statements requires us to make estimates and assomihat affect: (i) the reported amounts of essaed liabilities; (ii) the disclosure of
contingent assets and; (iii) liabilities at theedaf the financial statements and the reported asoaf sales and expenses during the reporting
period. On an on-going basis, we evaluate and epalatestimates and judgments, including thosee@t® the collectibility of accounts
receivable, realizability of inventories, impairnierfi long-lived assets, amount of warranty obligas and valuation of deferred income tax
assets. We base our estimates and judgments oni¢casexperience and on various other factorsweabelieve to be reasonable under the
circumstances, the results of which form the bfmsisur judgments about the carrying values of @saed liabilities that are not readily
apparent from other sources. Actual results magdifom these estimates under different conditiée believe the following critical
accounting policies, among other policies, affagtmore significant judgments and estimates useldrpreparation of our financial
statements.

Revenue Recognition and Accounts Receivable

The Company recognizes revenue upon the shipmetst mfoducts to the customer provided that the gamy has received a signed
purchase order, the price is fixed, title has timmed, product returns are reasonably estimabléation of resulting receivable is reasonably
assured, there are no customer acceptance requiteare there are no remaining significant oblayesi We maintain an allowance for
estimated product returns based on historical éepee. We also maintain an allowance for doubtégloants for estimated losses resulting
from the inability of our customers to make reqdipayments. This estimate is based on historiga¢e&nce, current economic and industry
conditions and the profile of our customer mixthé financial condition of our customers were ttederate, resulting in an impairment of th
ability to make payments, additional allowances mayequired.
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Inventories

Inventories are valued at the lower of cost or ratdnd include materials, labor and manufacturiveyteead. We write down our
inventory for estimated obsolescence or unmarkiiabiual to the difference between the cost efitiventory and its estimated market value
based on assumptions about future demand and nwankéitions. If actual future demand or market ¢bods were to be less favorable than
we projected, additional inventory write-downs nteyrequired.

Long-lived Assets

We review long-lived assets for impairment whegwinstances indicate that the carrying amount map@&oecoverable. Factors which
could trigger an impairment review include a sigr@nt decline in operating results relative todvistal or projected future operating results,
significant changes in the manner of our use aétasshanges in technology or significant negdtidestry or economic trends. If this review
indicates that the value of an asset may be imgadne evaluation of the recoverability of the retrging value of the asset over its remaining
useful life is made. If this evaluation indicatbattthe value of the asset is not recoverablend¢hearrying value of the asset will be reduced to
fair value and the remaining depreciation period toa adjusted. Any such impairment charge couldigmificant and could have a material
adverse effect on our financial statements if ahdman impairment charge is recorded.

Warranty

We provide for the estimated cost of product waiesrat the time revenue is recognized. The wayrabligation includes a provision
based on historical experience, as well as resdovespecific issues we identify. To the extenuattwvarranty charges vary from our historical
experience, revisions to the estimated warranbjlitg may be required.

Income Taxes

We account for income taxes under the asset abititfanethod. Under the asset and liability methddferred tax assets and liabilities
are recognized for the future tax consequencdabuttible to differences between the financial stegiet carrying amounts of existing assets
liabilities and their respective tax bases. Defétex assets and liabilities are measured usingtetdax rates expected to apply to taxable
income in the years in which those temporary défifees are expected to be recovered or settledeffért on deferred tax assets and liabilities
of a change in tax rates is recognized in incoméeanperiod that includes the enactment date. Vialuallowances are established when
necessary to reduce deferred tax assets to therdsnexpected to be realized. We have not recordediiation allowance to reduce our
deferred tax assets as management believes thamdre likely than not that the results of futoperations will generate sufficient taxable
income to utilize these net deferred tax assetshéve considered future taxable income and ongmindent and feasible tax planning
strategies in assessing the need for a valuatiowahce. However, in the event we were to deterrtiaewe would not be able to realize all or
part of our net deferred tax assets in the futameadjustment to the deferred tax assets wouldhérged to income in the period such a
determination was made.
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Results of Operations (Dollars in thousands)

Results of operations information in dollars anc geercentage of net sales are as follows:

Years Ended May 31, Percentage of Net Sales

2002 2001 2000 2002 2001 2000

Net sales $ 86,50( $183,90( $155,87. 100.(% 100.(%  100.(%
Cost of sale! 87,08( 126,10 125,45t 100.7 68.¢€ 80.t
Gross profit (loss (580) 57,79¢ 30,41¢ (0.7 31.4 19.5

Operating expense

Engineering 5,66¢ 5,36( 4,48¢ 6.t 2.¢ 2.¢
Selling, general and administrati 11,18( 13,37 11,18¢ 12.¢ 7.3 7.2
Total operating expens: 16,84¢ 18,73 15,67: 19.4 10.2 10.1
Operating income (los: (17,425 39,06¢ 14,74« (20.1) 21.2 9.4
Interest incomt 2,01t 4,46( 92z 2.3 24 0.€
Interest expens (620) (2,039 (3,052 (0.7) (1.0) (2.0)
Other expense, n (68€) (102) (38€) (0.8 (0.2 (0.2
Income (loss) before taxi (16,71¢ 41,38¢ 12,22¢ (19.9) 22.t 7.8
Income tax (expense) bene 7,13¢ (14,799 4,770 8.2 (8.0 (3.0

Net income (loss $(9,58) $26597 $ 7,45¢ (11.1% 14.5% 4.8%
| | | | ] ]

Comparison of Fiscal Years 2002 and 2001
Net Sales

Net sales were $86.5 million in fiscal 2002, a éase of 53.0% from net sales of $183.9 millionigndl 2001. This decrease was
primarily due to the downturn in the electronicdustry and the resulting decline in OEM customenaled. The decrease was slightly offse
improved average pricing resulting from a higheeleof quick-turn prototype sales and a higher petage of more technologically advanced
printed circuit board sales compared to the preary Premium revenue, consisting of both protogme compressed lead-time volume orders,
comprised 33.8% of net sales in fiscal 2002 comp&re34.8% in fiscal 2001. Premium revenue in fi02 consisted principally of prototy
and pre-production orders, while premium revenusicel 2001 was principally comprised of comprektsad-time volume orders. Consistent
with industry conditions, we experienced a susthid@wvnturn in customer demand for volume orderéndguiscal 2002. However, as a result
of enhancing our quick-turn capabilities, we achida significant increase in the level of highergmaprototype orders during the year.

Sales in the communications market segment dedgehseincreased as a percentage of sales, il #8662 compared to fiscal 2001. The
number of communications customers has increased &ipproximately 47 in fiscal 2001 to approximatedp in fiscal 2002. Many of these
new customers are relatively small companies, amduture business with these customers may baéfisigntly affected by their ability to
continue to obtain financing. Sales in our test am&surement and high-end computing segments decrea a percentage of sales due to
reduced demand in those market segments as wék asgnificant growth in the number of new comneations customers. Sales in the test
and measurement segment are primarily to semicoodtest equipment customers, which have expertéeagaore significant downturn than
other sectors within the test and measurement seigiee do not anticipate sales in the test and oreasent segment to increase until demand
for semiconductor test equipment improves. See ifiiss—Markets and Customers.”

Sales to our five largest OEM customers compriged% of our net sales in fiscal 2002, compared4td % in fiscal 2001. Our sales to
OEMs include sales made through contract manufatuales through contract manufacturers weré/®0f%ur net sales in fiscal 2002
compared to 52.9% in fiscal 2001. Two
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customers each accounted for more than 10% ofetsales in fiscal 2002, and three customers eambuated for more than 10% of our net
sales in fiscal 2001. See “Business—Markets anddfnueys.”

During the last part of fiscal 2002, we experienaeslight increase in demand for volume orderschpgcity utilization rates in the
printed circuit board industry remained below 5084 aricing for both quick-turn and volume ordersswary competitive. Future demand and
product pricing depend on many factors includingdoict mix, levels of advanced technology, capadiitization, competitive pressure in the
circuit board industry, and economic condition®efiing the electronics industry in general andntlaekets we serve. The current uncertainty
regarding the level and timing of an economic reeg\vn our product markets and volatility in ouistemer forecasts makes our forecasting
less reliable than in prior periods.

Gross Profit

Gross profit as a percentage of sales, or grosgimavas negative 0.7% in fiscal 2002 and posi8¥et% in fiscal 2001. Gross margin
decreased in fiscal 2002 primarily due to the digaint decrease in sales and resulting decreasmimfacturing capacity utilization. Decrea:
production volumes required fixed costs to be alled over a lower number of units. Partially offieet the negative impact of lower volumes
was stronger pricing year over year resulting feofavorable sales mix. See “Net Sales.”

We have aggressively implemented cost-cutting nreasaver the last five quarters. These measuresihaluded a reduction in
headcount through layoffs and attrition, mandatee off, limited hiring, salary and wage freezexjuced discretionary spending,
manufacturing process improvements, scheduled ptartdiowns and lower raw material and supply coftsvever, fixed costs are expectec
modestly increase in the future as a result ofcapacity expansion project.

Until industry conditions improve and demand inses we expect gross margin will continue to beatiegly impacted by low capacity
utilization. Our gross profit may also be affectsdother factors, including product pricing, protian yields and changes in our cost structure.

Engineering

Our engineering expenses were $5.7 million in fig€®2 and $5.4 million in fiscal 2001, represegtth5% and 2.9% of our net sales in
each of those periods, respectively. The incraasa@ineering expense in fiscal 2002 resulted pilynrom increased headcount. Greater
levels of design assistance and engineering saruicte early stages of product development atiealrto engaging with new customers and
supporting the increase in prototype work and higéehnology products manufactured. Additionaldiapplication engineers were added to
support the sales organization. Increases in eagimgeexpenses were partially offset by the absehagcentive bonuses and mandated time-
off in fiscal 2002.

Selling, General and Administrative

Selling, general and administrative expenses wite2dmillion, or 12.9% of net sales, and $13.4iorillor 7.3% of net sales, in fiscal
2002 and fiscal 2001, respectively. The decreaselimg, general and administrative expense redutom tight controls on discretionary
spending and mandated time-off. Although salarye@sps have increased slightly due to strategis hirstrengthen the organization,
headcount remains flat and bonuses decreasedis#mtif in fiscal 2002 as compared to fiscal 20@laddition, we reduced outside services
and outside sales commissions and did not significéncrease our provision for bad debts and ressefor out-of-warranty costs in fiscal
2002, as compared to fiscal 2001.

Interest Income

Interest income decreased to $2.0 million in fig@02 from $4.5 million in fiscal 2001 due to thectine in our investment balances and
the lower yield on those balances as a resultliiigainterest rates.
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Interest Expense

Interest expense declined to $620,000 in fiscaRZ@8m $2.0 million in fiscal 2001 due partially $8.1 million in principal payments on
long-term debt made in fiscal 2002. In addition, we tajzied approximately $942,000 of interest coslateel to capacity expansion project:
fiscal 2002 compared to $296,000 in fiscal 2001pitadized interest is amortized over the livesta buildings and equipment to which it
relates.

Other Expense, Net

Other expense, net, increased to $686,000 in @2, compared to $102,000 in fiscal 2001, prilpahie to one-time costs associated
with early retirement of debt recorded in fiscaD20

Income Taxes

Our effective tax rate was a benefit of 42.7% gtdil 2002 compared to an expense of 35.7% in f&¥@l. Excluding a one-time benefit
of $575,000 related to research and developmerdredits from prior years recorded during fiscad20our effective tax rate would have been
a benefit of 39.3% for the year. This effectiveeregflected research and development tax credétereto fiscal 2002 and interest earned on
tax-exempt bonds. The effective tax rate in fi#)1 reflected benefits from foreign sales exclugind the resolution of IRS tax issues. We
expect our effective tax rate for fiscal 2002 toebeenefit of approximately 40%.

Comparison of Fiscal Years 2001 and 2000
Net Sales

Our net sales were $183.9 million in fiscal 2001 jrecrease of 18.0% from net sales of $155.9 miiliofiscal 2000. The increase in net
sales for the year was primarily the result ofvwfable sales mix partially offset by lower volurmat shipments, especially in the second half
of fiscal 2001. The favorable sales mix resultedrfra higher percentage of more technologically adgd printed circuit boards and premium
revenue, both of which have higher average salesgpcompared to the sales mix in the prior yeuathé first half of fiscal 2001, premium
revenues resulted primarily from compressed kaé-volume orders as customers focused on avhijabf capacity rather than pricing. In tl
last half of fiscal 2001, consistent with industrgnds, we experienced a downturn in customer ddrfanvolume orders, but realized an
increase in demand for prototype orders. Premiwramee, consisting of both prototype and comprekssitime volume orders, comprised
34.8% of net sales in fiscal 2001 compared to 23ri#iscal 2000.

Sales in the communications market segment incddasgollars and as a percentage of sales in fi@@1 compared to fiscal 2000. The
number of communications customers increased figonoximately 30 in fiscal 2000 to approximatelyid#iscal 2001.

Our five largest OEM customers comprised 64.1%uwfreet sales in fiscal 2001, compared to 67.5%siaf 2000. Our sales to OEMs
include sales made through contract manufactugaigs through contract manufacturers were 52.98tiohet sales in fiscal 2001 compare:
54.8% in fiscal 2000. Three customers each accduntanore than 10% of our net sales in fiscal 280d 2000.

Gross Profit

Our gross profit as a percentage of sales, or gnasgin, was 31.4% in fiscal 2001 and 19.5% indig000. Gross margin increased in
fiscal 2001 primarily due to a favorable produckrand cost reductions. Our product mix was favardddcause we produced a greater
proportion of advanced technology printed circaiafmls and premium orders, which provide signifiahigher gross margins.

Our cost reductions consisted of higher producyiefds, manufacturing process improvements and loew material and supply costs
because of better supplier arrangements. The effexist reductions and a
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favorable product mix on gross margin in fiscal 20@as partially offset by a significant declinecapacity utilization in the second half of
fiscal 2001.

Engineering

Our engineering expenses were $5.4 million in fig€®1 and $4.5 million in fiscal 2000, represegtth9% of our net sales in each of
those periods. The increase in engineering exparfseal 2001 resulted primarily from increaseddeount required to support the higher
technology products manufactured, higher produdgeels in the first half of fiscal 2001 and capgexpansion activities.

Selling, General and Administrative

Our selling, general and administrative expenseag $&3.4 million and $11.2 million in fiscal 200adfiscal 2000, respectively,
representing 7.3% and 7.2% of our net sales iretpesiods. The increase in selling, general andraidirative expense resulted primarily from
an increased provision for bad debts, increassales and administrative headcount required to@tppir growth in the first half of fiscal
2001 and increased reserves for out-of-warrantiscos

Interest Income

Interest income increased to $4.5 million in fis@D1 from $922,000 in fiscal 2000 due to the shkemn investment of the $41.3 million
proceeds from the May 2000 public offering of cormstock as well as cash generated from operationisgifiscal 2001.

Interest Expense

Interest expense declined to $2.0 million in fis2@01 from $3.1 million in fiscal 2000 primarily duo $9.2 million in principal paymer
on long-term debt and the capitalization of appmately $296,000 of interest costs related to thpacity expansion projects. Capitalized
interest will be amortized over the lives of thélings and equipment to which it relates.

Other Expense, Net

Other expense, net, was $102,000 in fiscal 200hpawed to $386,000 in fiscal 2000. The decreasghiar expense was primarily due to
greater losses on the disposal of manufacturingpetgnt in fiscal 2000.

Income Taxes

Our effective tax rate was approximately 35.7%iscdl 2001 compared to 39.0% in 2000. The redudtidhe effective tax rate was due
to benefits recorded in fiscal 2001 from foreiglesaxclusion and the resolution of IRS tax issues.

Liquidity and Capital Resources
At the end of fiscal 2002, we had $42.6 milliorcesh and cash equivalents as well as $9.3 milliahort-term investments.

We generated $2.7 million in cash from operationfiscal 2002 as a result of a net reduction inkivay capital, income tax refunds
related to prior years’ research and developmentrtadits, and the net loss for the year adjustediépreciation and amortization. Accounts
receivable, inventories and accounts payable deedeas a result of the lower levels of sales andyution in fiscal 2002.
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Cash from investing activities in fiscal 2002 wds8$® million. Cash from investments in corporateusities resulted from the maturity
these investments. Cash was used to purchase roturirfg equipment and facilities pursuant to oyvazaty expansion program. We had
capital commitments of approximately $9.5 millionaf May 31, 2002, primarily for manufacturing gguient at Wood Village.

Cash used in financing activities in fiscal 200%v&.2 million, and was used primarily to reduce phincipal balance of our senior
unsecured notes and to retire a secured note mai@bkektronix, partially offset by proceeds frotack option exercises.

Shortly after the end of fiscal 2002, we privatetfd $25.0 million of 6.5% convertible debentures dlay 2007. The debentures are
unsecured, are convertible into shares of our comstack at a fixed conversion price of $19.41, arelcallable after August 2004 if certain
conditions are met. There is no principal amortimgtand interest is payable quarterly beginningeJ2002. The debenture contains an
embedded derivative in the form of a put option rebg the holder has the right to put the instrunfiark to the Company at 110% if a change
in control of the Company should occur. This pui@pwill be marked-to-market quarterly and anyeeffwill be shown in the Statement of
Operations. The Company does not anticipate tleati¢hivative will have significant value becausechange of control is currently
contemplated. A portion of the proceeds of thiaficing was used to repay in full the remaining @1#6illion outstanding under our 7.9%
senior unsecured notes. The 7.9% senior notesinedtaertain financial covenants, including minimaet worth, debt ratio and interest
coverage ratio and a makeiole provision covering potential prepayment pgesl We were not in compliance with the covenhat specifie(

a minimum interest charges coverage ratio for theth quarter of fiscal 2002.

We had a secured note payable to Tektronix Ind $4t2 million outstanding at May 31, 2001, whidrdinterest at 7.5% per year. This
note was paid in full in June 2001.

We lease manufacturing equipment under an operkgasg. Outstanding minimum lease payments atrtti@gfiscal 2002 were $2.3
million, to be paid in monthly installments throuljlovember 2004. The lease agreement includes edimaincial covenants including
minimum net worth, debt to capitalization and dednvice coverage requirements. During the lastquarters of fiscal 2002, we were not in
compliance with the covenant that requires a mimnalebt service coverage ratio. The lessor waiveaptiance with this covenant for those
periods. In addition, this covenant has been wabethe lessor through the first quarter of fis2@04.

We lease a 90,000 square foot manufacturing fadditated in Wood Village, Oregon under an opematagase. Monthly lease payments
escalate at specific points over the minimum tesyerm of the lease. Outstanding minimum leasengays at the end of fiscal 2002 totaled
$5.1 million. Payments on the initial term of tle@s$e extend through July 2011 and we have theroftiextend the initial term of the lease for
three consecutive periods of five years each.

We issued a standby letter of credit for $699,@08etcure obligations due under employee healthhanse plans. This letter of credit
expired on July 1, 2002. We also issued a letteredit for $94,000 to satisfy requirements of ldese agreement for the Wood Village faci
This letter of credit expires on February 26, 2008] is collateralized with cash.

We guaranteed a note with a bank related to fimgncertain manufacturing equipment that was puethéy a subcontractor. The
Company holds a security interest in the underlyqgipment and at May 31, 2002, there was $4660088anding on the note.

We also have consignment agreements with certgiplieus for raw material inventory, some of whidtligate us to purchase inventory
on hand upon termination of the agreement. As@fthd of fiscal 2002, potential commitments untlesé agreements were insignificant.
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The following summarizes contractual obligationsNterix at the end of fiscal 2002 and the effecso€h on its liquidity and cash flows
in future periods (in thousands).

Future

Minimum
Lease Senior *Pro Forma
Payments Notes Total Total
Years ending May 3:
2003 $ 147 $ 8,00( $ 9,47: $ 1,47:
2004 1,47: 8,00 9,47: 1,47:
2005 85% — 85% 853
2006 547 — 547 547
2007 57¢ — 57¢ 57¢
Thereaftel 2,47¢ — 2,47¢ 27,47¢
7,39¢ 16,00( 23,39¢ 32,39¢
Less: amounts due within 1 ye (1,477) (8,000 (9,477) (1,479
Total lon¢-term obligations $ 5,92 $ 8,00( $13,92¢ $ 30,92¢
| ] ] |

* Pro forma total reflects the issuance of $25.0iomilin convertible debentures and the payment ef&#mior notes subsequent to year
Capacity Expansion

We commenced capacity expansion programs at botiood Village, Oregon and Forest Grove, Oregoations in the first quarter of
fiscal 2001. Due to current industry conditiong timeline for completion of this program has bsmgmificantly lengthened. We have
completed the construction of a 90,000 squareléasted manufacturing facility at Wood Village aravé completed installation of critical
equipment, but have deferred ordering moitical equipment at both locations. We do notemtgo start hiring at or operating the Wood Vi#é
facility until we are experiencing a sustained netof demand for volume production. Once we bedimép and completing equipment
installation at the Wood Village facility, we estite it will take up to six months until significamtoduction occurs and expect that full cape
will be available within approximately two year®tbafter. The total cost for the capacity expanpi@grams will be approximately $90
million and we have incurred total costs of appnuiely $45.9 million related to these projectsated We expect to fund our expansion
projects with a combination of current cash resesirinternally generated funds and financing. Qroeepleted, we expect these expansion
projects to increase production capacity by appnaxely 100% and estimate our manufacturing faesitvill support revenues of
approximately $400 million annually.

Our planned capacity expansions involve significagks. For example, we may encounter construailays, equipment delays, labor
shortages or disputes and production start-up gneblthat could prevent us from meeting our custenulivery schedules. In addition, the
electronics industry has historically been cyclaadl is currently experiencing a significant ecoimodownturn characterized by diminished
product demand and over-capacity. We expect tarinew fixed operating expenses associated wittegpansion efforts, including increases
in depreciation expenses and lease expenses. Tieacunfavorable economic conditions affectingenajustomers or the electronics industry
in general may affect our ability to successfulljize our additional manufacturing capacity ineffective manner. If our revenues do not
increase sufficiently to offset increased expensaspperating results may be adversely affected.

We believe that our existing capital resources@agh generated from operations should be suffietenteet our working capital and
capital expenditure requirements through at ldesnext 12 months.
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Risk Factors Affecting Business and Results of Opations

You should carefully consider the following facttrat may affect our business, future operatingiitssand financial condition, as well
as other information included in this Annual Repditte risks and uncertainties described below aretime only ones we face. Additional risks
and uncertainties not presently known to us or thatcurrently deem immaterial also may impair ousibess operations. If any of the
following risks actually occur, our business, fig&l condition and operating results could be matly adversely affectec

If economic conditions further adversely affect themarket for electronic products, we could continudo experience reduced sales and
lower gross margins.

Our business depends on the electronics industrighwis subject to intense competition, rapid texdbgical change, short production life
cycles and pricing and margin pressures. When taesers adversely affect our customers, we susifeilar effects. Our customers are
primarily manufacturers in the communications, hégtd computing and test and measurement segmettits efectronics industry. At any
time, our customers can discontinue or modify potslgontaining components manufactured by us. disiontinuance or modification could
adversely affect our results of operations.

In addition, the electronics industry has histdhcheen cyclical and subject to significant ecomoaownturns characterized by
diminished product demand, rapid declines in avesmdling prices and over-capacity. The electromdsstry is experiencing a recession and
is likely to experience recessionary periods infthiare. The economic conditions affecting the &tatcs industry, in general, or any of our
major customers, in particular, has adversely &fitour operating results and may continue to da siee future. Our revenues declined
significantly from fiscal 2001 to fiscal 2002.

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

The market for electronic interconnect solutionsitensely competitive, highly fragmented and rgpithanging. We expect competition
to persist and intensify, which could result incgrreductions, reduced gross margins and loss detnshare. We believe our major
competitors are the large United States and intiemme independent producers that manufacture raydtr printed circuit boards, provide
backplane and other electronic assemblies, and gffiek-turn services, such as Dynamic Details,|hi@neywell, Multek (a division of
Flextronics International Ltd.), Sanmina-SCI, TTMchnologies Inc., Tyco International Ltd. and Visteyns. New and emerging technologies
may result in new competitors entering our market.

Many of our competitors and potential competitaaséha number of significant advantages over ug,diirg:
« significantly greater financial, technical, marketiand manufacturing resourc

» preferred vendor status with our existing and piidénustomers

» greater name recognition; a

 larger customer base

In addition, these competitors may have the abitityespond more quickly to new or emerging techgiels, may adapt more quickly to
changes in customer requirements and may devoaegnesources to the development, promotion aedo$aheir products than we can. We
must continually develop improved manufacturinggesses to meet our customers’ needs for compladupts, and our basic interconnect
technology is generally not subject to significardprietary protection. We may not be able to membr expand our sales if competition
increases and we are unable to respond effectiideising recessionary periods in the electronicaigtiy, our competitive advantages in the
areas of providing an integrated manufacturingtsmiuand responsive customer service may be legsriant to our customers than they are in
a more favorable climate. Our customers may beaoore price sensitive.
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We believe price competition from printed circuitasd manufacturers in Asia and other locations Veitter production costs may play
an increasing role in the printed circuit board ke#s in which we compete. While historically ourmggetitors in these locations have primarily
competed in less technologically advanced markiety, continue to expand their technology to inclb@gher technology printed circuit boar
These competitors may gain market share in theehitgthnology printed circuit board market, whicaynhave a material adverse effect on the
pricing of our products and our gross margin angl nzuse our sales to decrease.

Because a small number of customers account for alsstantial portion of our revenue, our revenue coud significantly decline if we lose
a major customer or if a major customer demands lesof our products or cancels or delays orders.

Historically, we have derived a significant portiohour revenue from a limited number of custom@sr top five OEM customers
represented 65.4%, 64.1% and 67.5% of our net safescal 2002, 2001 and 2000, respectively. Wigeex to continue to depend upon a small
number of customers for a significant portion of nat sales for the foreseeable future. The logs decrease in orders from one or more n
customers could reduce our revenues and mateaadligrsely affect our financial condition and resolt operations. Additionally, many of our
new customers are relatively small companies, amduture business with them may be significanffe@ed by their ability to continue to
obtain financing.

Our quarterly operating results may fluctuate signficantly.
Our quarterly results of operations are subjesigaificant variation for a variety of reasons,luding the following:
 the timing and volume of our custom’ orders;
 price and product competitio
» changes in the mix of products we s
» the levels at which we utilize our manufacturingaeity;
» our level of experience in manufacturing a paricydroduct:
« difficulties we may face integrating acquired opienss;
» costs associated with adding new geographicalitomtsaor expanding our facilitie
» manufacturing process yielc
* raw material availability; an
» shortages of experienced lab

Each of these factors has had in the past, andhanay in the future, an adverse effect on our qtlgirtgerating results. In addition, a
significant portion of our operations expensesratatively fixed in nature and planned expenditaesbased in part on anticipated orders.
inability to adjust spending quickly enough to cangate for any revenue shortfalls may magnify theeese impact of such revenue shortfalls
on our results of operations. As a result, our afeg results may vary significantly from one geatb the next.

Acquisitions may be costly and difficult to integrdae, may divert management resources and may diluthareholder value.

As part of our business strategy, we may make aitoris of, or investments in, companies, prodoctechnologies that complement
current products, augment our market coverage,reehaur technical capabilities or production cajyaai that may otherwise offer growth
opportunities.
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In connection with these acquisitions or investragwe could:

* issue stock that would dilute our current sharedi@ percentage ownershi

* incur debt and assume liabilities; &

» incur amortization expenses related to intangibkets; 0

 incur large and immediate wr-offs.

Future acquisitions also could pose numerous auhditirisks to our operations, including:
» problems integrating the purchased operationsntdolgies or product:

* unanticipated cost:

 diversion of manageme’s attention from our core busine

» adverse effects on existing business relationshighssuppliers and customel
» entering markets in which we have limited or n@pgxperience; an

» potential loss of key employees, particularly thokéhe purchased organizatic

We may not be able to complete one or more aceuisior integrate the operations, products or persbgained through any such
acquisition without a material adverse effect onlausiness, financial condition and results of afiens.

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

Manufacturing printed circuit boards requires empks with sufficient know-how to operate advanogaigment and to conduct
sensitive and complicated manufacturing proceSdeae 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 retain a
sufficient number of these employees.

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

Our success depends largely on the continued batitshs of our key management, engineering, saldsyarketing and professional
services personnel, many of whom would be diffitalteplace. We do not have employment or non-céenpgreements with our key
personnel. If one or more members of our senioragament were to resign, the loss of personnel aesldt in loss of sales, delays in new
product development and diversion of managemenuress. We do not maintain “key man” insuranceqeedi on any of our personnel.

We are subject to a variety of environmental laws.

We are required to comply with all federal, sta@ynty and municipal regulations regarding protectf the environment. Electronic
interconnect product manufacturing requires theafisevariety of materials, including metals anéicals. Water used in the printed circuit
board manufacturing process must be treated tovermetal particles and other contaminants befararitbe discharged into the municipal
sanitary sewer system. As a result, we are sutgaarious federal, state, local and foreign envinental laws and regulations, including those
governing the storage, use, discharge and dispbsalzardous substances in the ordinary coursaraffanufacturing processes. Although we
believe our current manufacturing operations conmplgll material respects with applicable enviromta laws and regulations, environmental
legislation has been enacted and may in the flderenacted or interpreted to create environmeiatzility with respect to our facilities or
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operations. We may be responsible for the cleafigmy contamination discovered at our current amthér manufacturing facilities and could
be subject to revocation of permits necessary talgot our business. Further, we cannot guarantyatt@itional environmental matters will r
arise in the future at sites where no problem isetuly known or at sites that we may acquire i filture.

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

Our exposure to market risk for changes in intenatsts relates primarily to the increase or deer@athe amount of interest income we
can earn on our available funds for investment.eingure the safety and preservation of our invgstedipal funds by limiting default risk,
market risk and reinvestment risk. We mitigate difask by investing in high-credit quality secties.

We do not have interest rate risk in our long-telebt and do not enter into interest rate swap aggats. Further information required by
this item is included in Note 1 to our financiatements included in this report.

24



Table of Contents

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.
REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders of
Merix Corporation:

In our opinion, the accompanying balance sheetsfandelated statements of operations, of sharehsildquity and of cash flows presi
fairly, in all material respects, the financial fims of Merix Corporation (the Company) at May 2802 and May 26, 2001, and the results of
its operations and its cash flows for each of tired years in the period ended May 25, 2002 inaramfy with accounting principles generally
accepted in the United States of America. Thesmnfiral statements are the responsibility of the @amy’s management; our responsibility is
to express an opinion on these financial statemzaged on our audits. We conducted our auditsesitistatements in accordance with aud
standards generally accepted in the United Stdtdmerica, which require that we plan and perfoha &udit to obtain reasonable assurance
about whether the financial statements are freaaiérial misstatement. An audit includes examinorga test basis, evidence supporting the
amounts and disclosures in the financial statemeastessing the accounting principles used andfisemt estimates made by management,
and evaluating the overall financial statementgmégtion. We believe that our audits provide aoeable basis for our opinion.

P RICEWATERHOUSEC OOPERY_LP

Portland, Oregon
June 21, 2002
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MERIX CORPORATION

BALANCE SHEETS
(In thousands)

ASSETS
Current assett
Cash and cash equivalel
Shor-term investment
Accounts receivable, net of allowance of $998 ah@%®l, respectivel
Inventories
Income tax receivabl
Deferred tax assi
Other current asse

Total current asse
Property, plant and equipment, |
Long-term investment
Deferred tax asst
Other asset

Total asset

LIABILITIES AND SHAREHOLDERS ’ EQUITY

Current liabilities:
Accounts payabl
Accrued compensatic
Current portion of lon-term deb
Accrued warrant
Other accrued liabilitie

Total current liabilities
Long-term debt
Deferred tax liability
Total liabilities
Commitments and contingencies (Note
Shareholder equity:
Preferred stock, no par value; authorized 10,0@0esh none issue
Common stock, no par value; authorized 50,000 shésgued and outstanding 2002: 14,411 shares;
13,671 share
Retained earning
Total shareholde’ equity

Total liabilities and sharehold¢ equity

See the accompanying Notes to Financial Statements.
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May 31,

2002 2001
$ 42,63¢ $ 26,79
9,29¢ 36,331
10,80¢ 15,89:
5,007 6,24(
1,69: 1,32¢
1,57¢ 1,73¢
1,03¢ 1,50¢
72,04¢ 89,82¢
83,641 77,52¢
— 8,14¢
5,39: —
11t 187
$ 161,20: $ 175,68
| |
$ 6,46¢ $ 9,26
2,42¢ 2,09(
— 9,14¢
1,31(C 1,48:
2,197 1,871
12,40: 23,85¢
16,00( 16,00(
— 1,637
28,40: 41,49
103,18¢ 95,00«
29,61( 39,19(
132,79¢ 134,19
$ 161,20: $ 175,68
— ——



Table of Contents

Net sales
Cost of sale:

Gross profit (loss
Operating expense
Engineering
Selling, general and administrati
Total operating expens:
Operating income (los:
Interest incom:
Interest expens
Other expense, n

Income (loss) before tax
Income tax (expense) bene

Net income (loss

Net income (loss) per shal
Basic

Diluted

Shares used in per share calculatit
Basic

Diluted

MERIX CORPORATION
STATEMENTS OF OPERATIONS

(In thousands, except per share data)
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Years ended May 31

2002 2001 2000
$ 86,50(  $183,90(  $155,87:
87,08( 126,10« 125,45¢
(580) 57,79¢ 30,41¢
5,66¢ 5,36( 4,48¢
11,18( 13,37: 11,18«
16,84¢ 18,73 15,67:
(17,425 39,06¢ 14,74¢
2,01¢ 4,46( 922
(620) (2,034 (3,057)
(68€) (102) (38€)
(16,716 41,38¢ 12,22¢
7,13¢ (14,79:) (4,770
$ (9580 $ 26,597 $ 7,45¢
| | |
$ (06§ $ 196 $ 0.7¢€
| | |
$ (069 $ 18 $ 0.7z
| | ]
14,08! 13,54( 9,861
| | ]
14,08! 14,47¢ 10,367
| | |

See the accompanying Notes to Financial Statements.
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Balance at May 31, 19¢

Net income

Exercise of stock optior

Stock issued under defined contribution g

MERIX CORPORATION

STATEMENTS OF SHAREHOLDERS' EQUITY

(In thousands)

Tax benefit related to exercise of stock opti

Amortization of unearned compensat
Sale of common stock, n

Balance at May 31, 20(

Net income

Exercise of stock optior

Stock issued under defined contribution

Tax benefit related to exercise of stock opti

Shares surrendered or cance

Balance at May 31, 20(

Net loss

Exercise of stock optior

Stock issued under defined contribution g

Tax benefit related to exercise of stock opti

Balance at May 31, 20(

Common Stock

Retained
Shares Amount Earnings Total

9,55¢ $ 45,19 $ 5,13 $ 50,32¢

— — 7,45¢ 7,45¢

154 871 — 871

152 1,252 — 1,252

— 507 — 507

— — 3 3

3,45(C 41,31« — 41,31¢

13,31: 89,13¢ 12,59 101,73:

— — 26,597 26,597

34¢€ 2,38: — 2,38¢

14 51¢ — 51¢

— 2,97¢ — 2,97¢
D (14) — (14)

13,67 95,00¢ 39,19( 134,19
— — (9,58() (9,580)

717 3,94« — 3,944

23 397 — 397

— 3,841 — 3,844

14,41 $103,18¢ $ 29,61( $132,79¢

| | | |

See the accompanying Notes to Financial Statements.
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MERIX CORPORATION

STATEMENTS OF CASH FLOWS
(In thousands)

Cash flows from operating activities:

Net income (loss

Adjustments to reconcile net income (loss) to @eshcprovided by operating activitie
Depreciation and amortizatic
Tax benefit related to exercise of stock opti
Deferred income taxe
Contribution of common stock to defined contribatjgan
Other

Changes in assets and liabiliti
Accounts receivabl
Inventories
Income tax refund receivak
Other asset
Accounts payabl
Accrued compensatic
Accrued warrant
Other accrued liabilitie

Net cash provided by operating activit

Cash flows from investing activities:
Capital expenditure
Maturity of (purchase of) investments, |
Net proceeds from seleaseback of equipme
Proceeds from sale of ass

Net cash provided by (used in) investing activi

Cash flows from financing activities:
Principal payments on lo-term borrowings
Exercise of stock optior
Proceeds from sale of common stock,
Reacquisition of common stor

Net cash (used in) provided by financing activi

Increase (decrease) in cash and cash equiv:
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of

Supplemental Disclosures
Cash paid for
Interest, net of amounts capitaliz
Taxes
Noncash transaction
Release of deposit upon t-out of operating leas

Years ended May 31

2002 2001 2000
$ (9580 $ 26,597 $ 7,45¢
10,59: 9,46( 8,96¢
3,84¢ 2,97¢ 507
(6,869) 6,87¢ 4,041
397 51¢ 1,257
131 1,44(¢ 68¢
5,08: 4,20¢ (2,58¢)
1,23 3,20( (2,909
(364) (1,329 —
40€ (1,019) 454
(2,795) (2,606) 267
33¢ (1,729 1,307
(179) 1,01 321
407 (1,759 347
2,65( 47,84¢ 20,11°
(16,809 (31,615 (10,752
35,19: (44,486 7,507
— — 4,49;
18 20¢ 20C
18,40: (75,890) 1,445
(9,149) (9,150) (8,000
3,94¢ 2,38: 87¢
— — 41,31
— (14 %)
(5,208) (6,78)) 34,18¢
15,84¢ (34,825 55,741
26,79( 61,61¢ 5,874
$ 4263  $ 26,79 $ 61,61
| | |
$ 146¢ $ 225 $ 3,18
1,36: 7,121 —
— 502 —

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

Note 1. Summary of Significant Accounting Poligs
Business

Merix Corporation (“the Company” or “Merix”), an @gon corporation, was formed in March 1994. The Gamy is a leading
manufacturer of technologically advanced electramierconnect solutions for use in sophisticategttebnic equipment. The Company’s
principal products are complex multilayer printédtgit boards, which are the platforms used torcaanect microprocessors, integrated
circuits and other components that are essentihletoperation of electronic products and systdihe.Company provides solutions to original
equipment manufacturers and contract manufactimerarious segments of the electronics industmgiuiding the communications, high-end
computing and test and measurement segments. Tiedy provides its customers with a broad rangeaducts and services including
quick-turn prototype, pre-production and volumenged circuit boards and backplanes.

Fiscal Year

The Company’s fiscal year is the 52 or 53-weekqueanding the last Saturday in May. Fiscal yea22@001 and 2000 were 52-week
years ended May 25, 2002, May 26, 2001 and May@dQ, respectively. For convenience, all of the @any's fiscal years are presented as
ended on May 31.

Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make
estimates and assumptions that affect the repartexiints of assets and liabilities, the disclosfientingent assets and liabilities at the da
the financial statements and the reported amodrgales and expenses during the reporting periotua results could differ from those
estimates. Significant estimates and judgments rbgdeanagement of the Company include matters asdollectibility of accounts
receivable, realizability of inventories, estimatebts of warranty obligations and deferred taetsss

Balance Sheet Financial Instruments: Fair Values

The carrying amounts reported in the balance gbestort-term investments, accounts receivableaamudunts payable approximate fair
value because of the short-term maturity of thesmntial instruments. The carrying amount of loag¥t investments at May 31, 2001
approximated fair value because the instrumentsegla rate of return comparable to yields availawiae Company for investments with
similar terms and maturities. The carrying amoontidngterm debt approximates its fair value becausedlatead interest rates are compar.
to rates currently available to the Company fortdeth similar terms and maturities.

Reclassifications

Reclassifications have been made to amounts im pe@rs to conform to current year presentatioeséhchanges had no impact on
previously reported results of operations or shaldgrs’ equity.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash in amké&ighly liquid investments with maturities ofée months or less when purchased.
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MERIX CORPORATION
NOTES TO FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

Investments

The Company has designated its investments asttveidturity. Such investments are reported at amattizst with associated premi
or discount amortized to interest income over thesl of the investments. Amortized cost approximatarket value at May 31, 2002 and 2(

Short-term investments at May 31, 2002, which haegurities of less than one year, are composedmofeercial paper of $1,998, asset-
backed securities of $2,271 and corporate bon88625. Short-term investments at May 31, 2001 wereposed of commercial paper of
$20,880, asset-backed securities of $6,882, cagpbiands of $6,575 and mortgage-backed securiti$8,000. Long-term investments at May
31, 2001, which had maturities of more than one,yeare composed of asset-backed securities oB$2@brporate bonds of $5,111 and
mortgage-backed securities of $1,001.

Inventories

Inventories are valued at the lower of cost or raénd include materials, labor and manufacturiveyteead. Cost is determined by
standard cost, which approximates the first-irstfout (FIFO) basis.

Property and Depreciation

Property, plant and equipment are carried at esstdccumulated depreciation. Costs of improvemeisiding related interest and
qualifying internal costs, are capitalized. Depagion is calculated, using the straight-line methmabed on the estimated useful lives of
depreciable assets as follows: up to 40 yearstfiddibgs, 10 to 20 years for grounds and 3 to 1&rydor machinery and equipment.

Long-lived Assets

The Company’s long-lived assets are reviewed fgaimment when circumstances indicate that the oagrgmount may not be
recoverable. If the sum of expected undiscountadgdcash flows is less than the carrying amountthefasset, a loss is recognized based ¢
amount by which the carrying value exceeds theviaine of the asset. Fair value is determined pilynasing the anticipated cash flows
discounted at a rate commensurate with the risklted. Losses on assets to be disposed of areatat in a similar manner, except that fair
values are reduced for the cost to dispose.

Revenue Recognition

The Company recognizes revenue upon the shipmétst pfoducts to the customer provided that the gamy has received a signed
purchase order, the price is fixed, title has timmed, collection of resulting receivable is razoly assured, product returns are reasonably
estimable, there are no customer acceptance regiits and there are no remaining significant obibbiga. The Company provides a provision
for bad debts at the time revenue is recognizedinQudiscal years 2002, 2001 and 2000, bad delevaifs have been insignificant.

Warranty

The Company generally warrants its products foeropl of up to twelve months from the manufactuaieedA provision for the estimat
cost of the warranty is recorded upon shipment.
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MERIX CORPORATION
NOTES TO FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

Engineering Expense
Expenditures for engineering of products and mastufing processes are expensed as incurred.
Net Income (Loss) Per Share

Basic net income (loss) per share is computed ubmgveighted average number of shares of comnuwk stutstanding for the period.
Diluted net income (loss) per share is computedgutiie weighted average number of shares of constomk and dilutive common equivalent
shares related to stock options outstanding dutiageriod. Stock options to purchase 1,095,458:shaere not included in the net loss per
share calculation for the fiscal year 2002 becaoisid so would have been antidilutive. Incremesteres of 938,972 and 505,919 for fiscal
years 2001 and 2000, related to outstanding stptikres, were included in the calculations of dituteet income per share. Of the stock opti
outstanding at May 31, 2002, 2001 and 2000, 551 83®37 and 286,892 respectively had exercisepadove the average market price of
the underlying common stock for the respectivedigears.

On July 28, 2000, the Company declared a threg@wforstock split of outstanding common shares inftl of a stock dividend for
holders of record as of August 10, 2000. The ssmtit was effected on August 25, 2000. Shares ahihocome (loss) per share were restated,
retroactively, to reflect the stock split for a#nods presented.

Comprehensive Income (Loss)
The Company has not had any transactions in corapsafe income (loss) for the periods presentecegor net income (loss).
Income Taxes

The Company accounts for income taxes under tret asd liability method. Accordingly, deferred @ssets and liabilities are
recognized for the future tax consequences attaiilatto differences between the financial stateroarmying amounts of existing assets and
liabilities and their respective tax bases. Defétex assets and liabilities are measured usingtedaax rates expected to apply to taxable
income in the years in which those temporary défifiees are expected to be recovered or settledeffért on deferred tax assets and liabilities
of a change in tax rates is recognized in incoméeaperiod that includes the enactment date. Vialuallowances are established when
necessary to reduce deferred tax assets to therasnexpected to be realized.

Segment Reporting

The Company operates within one business segmelgfimed in Statement of Financial Accounting Stdd (“SFAS”) No. 131,
“Disclosures about Segments of an Enterprise atat&information”. Additionally, the Company has material revenues from foreign
customers outside the United States and has ndliledjassets outside the United States. See Nbferlinformation regarding significant
customers.

Stock-Based Compensation

The Company accounts for stock-based employee awgafien arrangements in accordance with provisié#scounting Principles
Board Opinion No. 25, “Accounting for Stock IssuedEmployees” (“APB
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MERIX CORPORATION
NOTES TO FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

No. 2£") and complies with the disclosure provisions 6% No. 123, “Accounting for Stock-Based Comperwati Under APB No. 25,
because the exercise price of stock options grantddte equals the market price of the underlgiogk on the date of grant, no compensation
expense is recorded. Income tax benefits, if aglgted to stock option exercises are added totéttedsvalue of common stock. See Note 6.

Recent Accounting Pronouncements

In October 2001, the Financial Accounting Stand&dard (“FASB”) issued SFAS No. 144, “Accounting tbe Impairment of Disposal
of Long-Lived Assets” (“SFAS 144") which superse®¥sAS No. 121, “Accounting for the Impairment ofrigsLived Assets and for Long-
Lived Assets to be Disposed of” (“SFAS 121"). SFA8! retains the fundamental provisions of SFAS rEgfarding the recognition and
measurement of the impairment of long-lived askel® held and used and the measurement of loeg-tgsets to be disposed by sale, but
provides additional definition and measurementdatfor determining when an impairment has ocauré&oodwill and financial assets are
excluded from the scope of SFAS 144; however, daairte intangible assets fall within its scope. Thmmpany does not expect the adoption

of SFAS 144 to have a material impact on its finalnstatements.

In May 2002, the FASB issued SFAS No. 145, “Resaissf FAS Nos. 4, 44, and 64, Amendment of FAS&r8] Technical
Corrections” (“SFAS 145")Among other things, SFAS 145 rescinds various puonements regarding early extinguishment of dettaliows
extraordinary accounting treatment for early extispment only when the provisions of AccountingnBiples Board Opinion No. 30,
“Reporting the Results of Operations, ReportingEffects of Disposal of a Segment of a Businesd,E&xtraordinary, Unusual and
Infrequently Occurring Events and Transactions”raest. SFAS 145 provisions regarding early extinguient of debt are generally effective
for fiscal years beginning after May 15, 2002. Tdmmpany does not expect that the adoption of SF#BWll have a material impact on its
financial statements.

Note 2. Inventories
May 31,
2002 2001
Raw material $ 71€ 3% 871
Work in proces! 1,99: 1,91¢
Finished good 2,29 3,45
Total $ 5000 $ 6,24(
I I
Note 3. Property, Plant and Equipment
May 31,
2002 2001
Land $ 2,19( $ 2,19(
Buildings and ground 32,91¢ 30,62¢
Leasehold improvemen 8,84 —
Machinery and equipmel 89,36¢ 85,30¢
Construction in progres 21,33¢ 21,357
Total 154,66( 139,48:
Accumulated depreciatic (71,019 (61,959
Property, plant and equipment, | $ 83,64’ $ 77,52t
I I
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The Company capitalized interest related to exmangrojects of $942 and $296 in fiscal 2002 and120@spectively. Capitalized inter
is amortized over the depreciable life of the ass®tvhich it relates. The Company recognized dzatien expense of $10,456, $9,390 and
$8,903 in fiscal 2002, 2001 and 2000, respectively.

Note 4. Long-Term Debt

May 31,
2002 2001
Senior unsecured not $ 16,00 $  24,00(
Note payable to Tektroni — 1,14¢
Total 16,00( 25,14¢
Less current portio — (9,149
Long-term debt $ 16,00 $ 16,00(

In June 2001, the Company repaid in full a noteap#g/to Tektronix, Inc., which had outstanding B, At May 31, 2001.

At the end of fiscal 2002, the Company had outstani16,000 senior unsecured notes held by twaamae companies. Interest was
payable semi-annually at a rate of 7.92%. The nmtegided for semi-annual principal payments o088, with a final principal payment of
$8,000 in September 2003. The notes containedicdinancial covenants, including minimum net wordebt ratio and interest coverage ratio
and a make-whole provision covering potential pyepent penalties. As of the end of fiscal 2002, @lmenpany was not in compliance with the
covenant that specified a minimum interest chacgegrage ratio.

Shortly after the end of fiscal 2002, the Compariyately sold $25,000 of 6.5% convertible debengudae May 2007. The debentures
are unsecured, are convertible into shares of @mneon stock at a fixed conversion price of $19atid are callable after August 2004 if
certain conditions are met. There is no principabgtization, and interest is payable quarterly begig June 2002. The debenture contains an
embedded derivative in the form of a put option rebg the holder has the right to put the instrunfierk to the Company at 110% if a change
in control of the Company should occur. This pui@pwill be marked-to-market quarterly and anyeeffwill be shown in the Statement of
Operations. The Company does not anticipate tleati¢hivative will have significant value becausechange of control is currently
contemplated. The debentures contain a debt ratiorience covenant. A portion of the proceeds isffthancing were used to repay in full the
remaining $16,000 outstanding at the end of fi2€@2 under senior unsecured notes. As all of theentidebt at the end of fiscal 2002 was
refinanced with a long-term obligation shortly afyear end, the Company has reclassified the agi§t8,000 of current debt to long-term.

In February 2001, the Company obtained a $15,08@aured line of credit from a bank, which expinedebruary 2002. No borrowings
were made under this line of credit.

Note 5. Lease Agreements

In August 1999, the Company entered into a leasseagent, which allowed for the sale and leaseb&adk ¢o $5,000 of manufacturing
equipment. At May 31, 2002, the Company had $4&3tuipment remaining under this agreement. Gaisslting from these sales were
deferred and are amortized on the straight-linésbas
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over the life of the lease. The lease agreemetudes certain financial covenants including minimoet worth, debt to capitalization and debt
service coverage requirements. As of and for thetV@o quarters of fiscal 2002, the Company wasmobmpliance with the covenant that
specifies a minimum debt service coverage ration@l@nce with this covenant was waived by the lessoof and for the last two quarters of
fiscal 2002. In addition, this covenant has beeivediby the lessor through the first quarter ofdis2004. The lease is classified as an
operating lease.

In August 2000, the Company entered into a leasseagent for a manufacturing facility located in Vdddillage, Oregon related to an
ongoing capacity expansion program. Lease payniegan in July 2001 and will escalate at specifintgomover the minimum ten year term of
the lease, and rent expense is recognized onrtiglgtline basis. The Company has the option terekthe initial term of the lease for three
consecutive periods of five years each. The leastassified as an operating lease.

Rental expense under operating leases was $1,3%82and $763 in fiscal years 2002, 2001 and 2@3pectively. Minimum lease
payments related to operating leases for certaimufaaturing equipment and the Wood Village facjlitpth of which have a lease term in
excess of 12 months, are as follows:

Minimum

Years Ended May 31, Payments Under Operating Leases
2003 $ 1,47:
2004 1,47:
2005 858
2006 547
2007 57¢
Thereaftel 2,474

Total minimum lease paymer $ 7,39¢

Note 6. Stock-Based Compensation Plan

The Company has a 1994 Stock Incentive Plan (“88Plan”) for employees, consultants and direatbthe Company that was
approved by the shareholders of the Company. TBd Pan, as amended, permits the grant of up @63)B0 shares of authorized common
stock in the form of incentive stock options, narelified stock options, stock bonus rights, restidcstock awards and performance based
awards to employees, independent contractors amglittants. The 1994 Plan provides for automatigopgrants to directors not affiliated
with Merix or Tektronix of 20,000 shares at thedifirst elected to the board and 5,000 shares dgrihareafter.

In fiscal 2001, the Board of Directors approved Mherix Corporation 2000 Nonqualified Stock Optiolar® (“the 2000 Plan”). At May
31, 2002, the 2000 Plan, as amended, permittegrér of up to 2,000,000 shares of authorized comstock in the form of nonqualified
stock options and stock awards to employees, direeind to non-employee consultants, agents amgémtient contractors and advisors who
provide services to the Company. In August 2002 Bbard of Directors authorized an additional 2,000 shares to be available for grant
under the 2000 Plan. The number of shares sulgjestotk options and stock awards granted to offie@d directors in any given year cannot
exceed 25% of the total number of shares subjemivards granted in that year.

In both plans, a committee of the Board of Direstioas the authority to determine option pricesdaw, all options have been granted at
the fair market value of the stock at the daterahyy The options generally
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become exercisable ratably over a four-year pdreginning one year after the date of grant andrexpie to ten years from the date of grant.

A summary of stock option activity for both plamssas follows:

Number of Weighted Average
Shares Price Per Share

Outstanding at May 31, 19¢ 1,891,330 $ 6.5¢
Granted 531,82! 6.8¢
Cancelec (121,849 11.1C
Exercisec (154,72)) 5.64
Outstanding at May 31, 20( 2,146,58! 6.4z
Granted 506,42! 26.1¢
Cancelec (105,697 11.4¢
Exercisec (345,91) 6.9(C
Outstanding at May 31, 20( 2,201,41. 10.6¢
Granted 807,64( 17.52
Cancelec (132,70%) 12.62
Exercisec (717,00) 5.5C
Outstanding at May 31, 20( 2,159,34! % 14.8:
| I

Options Exercisabl
May 31, 200( 664,24 % 10.5¢
May 31, 2001 1,074,04: % 6.7¢
May 31, 200z 786,75. % 10.6¢

Restricted stock awards are subject to vestingotimer terms as specified at the time of issuanca tymmittee of the Board of Directc
Generally, restricted stock awards vest ratably asfiree-year period beginning on the first anrsaey of their issuance. Unearned
compensation expense is recognized ratably overasiing period. During fiscal 2000, 600 restrictbdres vested, resulting in amortizatio
unearned compensation of approximately $3. Theseneaactivity related to restricted stock in fis2@D2 and 2001. At May 31, 2001 and
2002, there were no unvested restricted stock awvard

The following table summarizes information abowc&toptions outstanding for both plans at May 302

Options Outstanding Options Exercisable

Weighted Weighted
Average Weighted
Remaining Average Number of Average
Range of Exercise Number Contractual Exercise Shares Exercise

Prices Outstanding Life (years) Price Exercisable Price

$ 2.04-$% 6.63 457,90C 4.47 $ 4.8¢ 334,417 $ 521
6.71- 12.13 452,704 3.59 8.8¢ 293,164 9.78
12.17- 16.80 570,584 5.92 14.7: 62,177 15.09
16.94- 25.90 493,831 5.34 20.3¢ 49,867 19.41
26.88- 67.06 184,32¢ 4.25 39.6: 47,126 39.54
$ 2.04- $67.06 2,159,34% 4.85 $ 14.8: 786,751 $10.65
I I I L] L] L]
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The following weighted average assumptions were irs¢he Black-Scholes option pricing model forwiab all stock options granted
during fiscal years 2002, 2001 and 2000:

Years ended May 31,

2002 2001 2000
Risk-free interest rat 3.68% 5.87% 5.78%
Expected dividend yiel 0% 0% 0%
Expected live: 3.72 year: 3.43 year: 3.01 year:
Expected volatility 118% 116% 79%

Using the Black-Scholes methodology, the total galfistock options granted during 2002, 2001 ar@2@as $10,559, $9,673 and
$1,944, respectively. The Company would amortize ¥hlue on a pro forma basis over the vestingogeof the options (typically four years;
the fair value based methodology of accounting vierese. The weighted average fair value of optigrasited during 2002, 2001 and 2000
$13.08, $19.10 and $3.65 per share, respectively.

If the Company had used the fair value based meathadcounting for its plans, the Company’s nebme (loss) and net income (loss)
per share would approximate the pro forma discksbelow:

Years ended May 31

2002 2001 2000
Net income (loss) as report $ (9580 $ 26597 $ 7,45¢
Net income (loss) pro forr (13,649 24,23¢ 6,53¢
Net income (loss) per share, as repo
Basic $ (0.68) $ 19¢ $ 0.7¢
Diluted $ (0.68) $ 184 $ 0.7:
Net income (loss) per share, pro for
Basic $ 0.99) $ 1.7¢ $ 0.6¢€
Diluted $ 0.99) $ 167 $ 0.6°

Note 7. Equity

On March 25, 1997, the Board of Directors adopt&hareholder Rights Plan (the Plan) designed teepve and enhance shareholder
value and the Company'’s ability to carry out itsdeterm business strategy, and reserved 500,008ssh&Series A Preferred Stock for
purposes of the Plan. In connection with the adoptif the Plan, the Board of Directors declaredvaldnd distribution of one Right per share
of common stock, payable to the shareholders afrceon April 25, 1997. A Right enables the holdsrder certain circumstances, to purchase
either Series A Preferred or Common Stock of thengany. The Company may redeem the Rights for $0p@0Right under certain
circumstances.

On March 20, 2002, the Board of Directors authatiaestock repurchase program that allows the Copmanmanagement’s discretion,
to purchase up to 700,000 shares of Merix commacksthrough June 2003. As of May 31, 2002, no lpases have been made.
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Note 8. Income Taxes

Income tax expense (benefit) consists of federdlstate income taxes. Deferred income taxes aegrdited based on differences
between the financial reporting and tax bases sdtasand liabilities, using currently enacted &bes. The provision for (benefit from) income
taxes consisted of the following:

Years ended May 31

2002 2001 2000
Current:

Federa $ (1,48 $ 6687 $ 251
State — 1,22¢ 1
Total current (1,485 7,91¢ 252

Deferred:
Federa (4,940 6,14( 4,03:
State (711) 73€ 48€
Total deferrec (5,657) 6,87¢ 4,51¢
Income tax expense (benet $ (7,13¢ $ 14,79: $ 4,77(C
| | |

The principal differences between taxes on incoorepted at the federal statutory rate of 34% icaliyears 2002, 2001 and 2000 and
recorded income tax expense (benefit) were asvistlo

Years ended May 31,

2002 2001 2000

Tax computed at statutory re $ (5,68) $ 14,07 $ 4,15¢

State income taxes, net of federal ber (711 1,481 48¢
Permanent items and crec (752) (18¢) —

Resolution of IRS tax issues and other, 1C (573 12¢

Income tax expense (benet $ (7,13¢0 $ 14,79: $ 4,77(

| | L]

Significant components of the Company’s deferredasset and liability were as follows:

May 31,
2002 2001
Deferred tax ass—current:
Inventories $ 50¢ $ 81C
Vacation accrue 204 26¢
Sales allowance 39C 423
Other 471 23z
Deferred tax ass—current $ 1,574 $ 1,73¢
| |
Deferred tax asset (liabilit—long-term:
Intangible basis differenc $ 571 $ 67¢
Fixed asset basis differen (4,1572) (3,319
Alternative minimum tax cred 54¢ —
Net operating loss carryforwa 7,661 —
Qualified research expenditures cre 1,24¢ —

Other (481) 99¢



Deferred tax asset (liabilit—long-term

Net deferred tax asset (liabilit
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The Internal Revenue Service has examined the CoyrgpBederal income tax returns for fiscal year84,91996 and 1997. This
examination was closed during fiscal 2001 aftestdesment was reached with the Internal Revenuei&er

At May 31, 2002, the Company had net operating ¢@sgyforwards of approximately $18,676 and $27 ®8Jederal and state taxes,
respectively. The net operating loss carryforwavdkstart to expire in 2022. The Company expeotsiilize these carryforwards in full prior
their expiration.

Note 9. Benefit Plan

The Company has a defined contribution plan, whiglets the requirements of Section 401(k) of therhal Revenue Code, for all
regular employees. Under this plan, the Companyinmestemployee contributions as follows; 100% offits¢ 3% of an employee’s base pay
and 50% of the next 3% of an employee’s base plag.Jompany’s contributions may be made in cash tré Companyg stock. During fisci
years 2002, 2001 and 2000, the ComJ's contribution expense was $1,243, $1,415 and3fl] @spectively.

Note 10. Concentrations of Credit Risk

The Company does not believe that at May 31, 20@&d any significant credit risks. Financial imshents that potentially subject the
Company to concentrations of credit risk consigtgpally of trade accounts receivable and investisieln total, six customers represented
approximately 67.0% of the trade accounts receésbblance at May 31, 2002, individually rangingnir6% to 21%. The risk in trade accou
receivable is limited due to the creditworthinebsampanies comprising the Company’s customer bEse.Company has not had significant
losses related to its accounts receivable in tse pae risk in investments is limited due to theditworthiness of investees comprising the
portfolio and the diversity of the portfolio. As tife end of fiscal 2002, the Company has not erdyagany activities or owns any instruments
required to be accounted for as a derivative.

Note 11. Significant Customers

In fiscal year 2002, two original equipment mantifiaer (OEM) customers represented 30.6% and 13@8pectively, of net sales. In
fiscal year 2001, three OEM customers represer2€eb?, 17.7% and 10.2%, respectively, of net séfefiscal year 2000, three OEM
customers represented 25.1%, 15.1% and 13.0%,ctéggg, of net sales.

Note 12. Related Party Transactions

Included in net sales for fiscal year 2000 are pobdales of $11,102 to Tektronix Inc, a major ehafder of the Company during that
year. Accounts receivable at May 31, 2000 consisfeinounts receivable from Tektronix Inc. of $6Biring fiscal year 2002 and 20(
Tektronix Inc. was not considered a related party.

The Company sells product through a contract maufer whose Chairman and Chief Executive Officas\a member of the
Company’s Board of Directors until his resignatfoom the Board of Directors in August 2001. Althdutipe Company ships to and bills the
contract manufacturer for these sales, procureghegisions related to volume, pricing and sourcirggtgpically negotiated by the Company
with an OEM. Sales through this contract manufastuepresented 5.1%, 12.8% and 21.1% of saleséalfyears 2002, 2001 and 2000,
respectively.
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Note 13. Commitments and Contingencies
Litigation

In the normal course of business, the Company negyaty to various legal claims, actions and comfdaincluding actions involving
patent infringement and other intellectual propetaims. The Company believes that the dispositiothese matters will not have a material
adverse effect on the Company’s financial positiesults of operations and cashflows.

Commitments

The Company had capital commitments of approxime8l5 million as of May 31, 2002, primarily refagi to the purchase of
manufacturing equipment at Wood Village.

The Company issued a standby letter of credit 69$000 to secure obligations due under employektimsurance plans. This letter of
credit expired on July 1, 2002. The Company alsoed a letter of credit for $94,000 to satisfy iegents of the lease agreement for the
Wood Village facility. This letter of credit expseon February 26, 2003, and is collateralized wétbh.

The Company guaranteed a note with a bank relatttetfinancing certain manufacturing equipment s purchased by a
subcontractor. The Company holds a security inténethe underlying equipment and at May 31, 2a82re was $466,000 outstanding on the
note.

We also have consignment agreements with certgiplieus for raw material inventory, some of whidtligate us to purchase inventory
on hand upon termination of the agreement. As @ftid of fiscal 2002, potential commitments undesé agreements were insignificant.

Note 14. Subsequent Events

Shortly after the end of fiscal 2002, the Compariygtely sold $25,000 of 6.5% convertible debendu@n May 31, 2002, in fiscal 2003,
a portion of the proceeds of this financing wereduto repay in full the $16,000 outstanding undgriar unsecured notes. See Note 4.
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SUPPLEMENTARY DATA—QUARTERLY FINANCIAL DATA (Unaudi ted)

Net sales

Gross profit (loss

Operating income (los:

Net income (loss

Basic net income (loss) per shi
Diluted net income (loss) per sh

Net sales

Gross profil

Operating incom

Net income

Basic net income per she
Diluted net income per sha

Fiscal Year 2002

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

(In thousands, except per share data)
$27,66¢ $18,79¢ $18,51¢ $21,52;
4,96¢ (2,29]) (2,260) (99¢)
362 (5,969 (6,367 (5,452
54z (2,695) (3,779 (3,659
0.0¢ (0.19) (0.26) (0.25)
0.04 (0.19) (0.26) (0.25)

Fiscal Year 2001

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

(In thousands, except per share data)

$ 51,02: $58,36: $ 44,44¢ $ 30,06¢

17,36: 21,34: 14,43« 4,66(
12,60: 16,23¢ 9,75:% 47C
7,86¢ 10,21¢ 6,35 2,15
0.5¢ 0.7¢ 0.47 0.1¢
0.5¢ 0.7¢C 0.4< 0.1t
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ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOU NTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE.

There has been no change of accountants or aryrééaents with accountants on any matter of acewyptinciples or practices or
financial statement disclosure required to be reggbunder this item.

PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF TH E REGISTRANT.

The information required by this item about ouedtors is included in “Election of Directorsi our Proxy Statement for our 2002 anr
meeting of shareholders. The information requirgdhiis item about our executive officers is incldde “Executive Officers” in Item 1 of this
report. Information about compliance with Secti@ta) of the Securities Exchange Act of 1934 isudeld in “Section 16(a) Beneficial
Ownership Reporting Compliance” in our Proxy Stagetrfor our 2002 annual meeting of shareholders.

ITEM 11. EXECUTIVE COMPENSATION.

The information required by this item is included'Executive Compensation” and “Human Resource @achpensation Committee
Report” in our Proxy Statement for our 2002 anmeaéting of shareholders.

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

The information required by this item is included'Voting Securities and Principal Shareholdersd &Blection of Directors” in our
Proxy Statement for our 2002 annual meeting ofediders.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRAN SACTIONS.

The information required by this item is included‘Certain Relationships and Transactions” in ooxy Statement for our 2002 annual
meeting of shareholders.
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ITEM 14.

PART IV

EXHIBITS, FINANCIAL STATEMENT SCHEDULE S, AND REPORTS ON FORM 8-K

(@)1. Index to Financial Statements.

Merix Corporation

Page Reference

Report of PricewaterhouseCoopers L 25
Balance Sheets as of May 25, 2002 and May 26, 26
Statements of Operations for fiscal years ended 2002, May 26, 20C

and May 27, 200! 27
Statements of Sharehold’ Equity for fiscal years ended May 25, 2002, May 28)1

and May 27, 200! 28
Statements of Cash Flows for fiscal years ended 2ayp002, May 26, 2001

and May 27, 200! 29
Notes to Financial Statemer 3C

(2)2. Financial Statement Schedules

All schedules have been omitted since they areeitht required or the information is includedhe financial statements included

herewith.

(2)3. Index to Exhibits

The following exhibits are filed with, or incorpdea by reference into, this Annual Report on Fof¥Kl

Exhibit No.

Description

3.1

3.2

4.1

4.2

10.1

10.z

10.:

10.4t

10.5t

Articles of Incorporation of the Company, as amehdecorporated by reference to Exhibit 3.1 to@wmpan’s Form 10K
for the fiscal year ended May 26, 20!

Bylaws of the Company, as amended, incorporatetgyence to Exhibit 3.2 to the Company’s Form 1®Kthe fiscal year
ended May 31, 199

Form of Amendment No.1 to Shareholder Rights Agrestimdated as of April 1, 2002, between the ComantyMellon
Investor Services LLC (formerly Chase Mellon Inwes$ervices L.L.C.), as Rights Agent, incorporatgdeference to the
Compan’s Current Report on Forn-K filed on April 2, 2002

Form of Amendment No. 2 to Shareholder Rights Agrexet, dated as of April 1, 2002, between the Comgend Americar
Stock Transfer & Trust Company, as Rights Agerdoiporated by reference to the Company’s CurrepbRen Form &
filed on April 2, 2002

Asset Transfer Agreement between Tektronix andCitvapany (including Note and Trust Deed and AssigritroéRents an
Leases), incorporated by reference to Exhibit #elCompan’s Form 1K for the fiscal year ended May 28, 19

Amendment No. 1 to Promissory Note dated June 94 ®m the Company to Tektronix, Inc., incorpochl®y reference to
Exhibit 10.33 to the Compa’s Form 1-Q for the quarterly period ended February 27, 1

Registration Rights Agreement between the CompadyTaktronix, incorporated by reference to Exhilfit2 to the
Compan’s Form 1K for the fiscal year ended May 28, 19

1994 Stock Incentive Plan of the Company, as anterideorporated by reference to Exhibit 99.1 to@wmpany’s
Registration Statement on Forr-8, File No. 33-59672.

Indemnity Agreement between the Company and Deb&r&vleman as of April 4, 1994, incorporated bierence to Exhib
10.6 to the Compar's Form 1-K for the fiscal year ended May 28, 19!
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Exhibit No.

Description

10.€f

10.7f

10.&f

10.¢t

10.1Ct

10.11f

10.12f

10.1%f

10.1¢

10.1¢

10.1¢

10.1%

10.1¢

10.1¢&f

10.1¢t

10.2Ct

10.21f

Indemnity Agreement between the Company and Canérigllis as of May 24, 1994, incorporated by refece to Exhibit
10.11 to the Compars Form 1-K for the fiscal year ended May 28, 19!

Indemnity Agreement between the Company and Drclddlishimura as of May 24, 1994, incorporated &fgrence tc
Exhibit 10.13 to the Compa’s Form 1i-K for the fiscal year ended May 28, 19!

Indemnity Agreement between the Company and JarBedBvn as of August 11, 1998, incorporated bynexfee to Exhibi
10.31 to the Compar's Form 1-Q for the quarterly period ended August 29, 1¢

Executive Severance Agreement between the Compahyanie S. Brown as of October 5, 1998, incoredray reference
to Exhibit 10.32 to the Compa’s Form 1+-Q for the quarterly period ended November 28, 1!

Executive Severance Agreement between the Compahiark R. Hollinger, incorporated by reference=tdnibit 10.33 to
the Compan’s Form 1-Q for the quarterly period ended August 30, 1¢

Indemnity Agreement between the Company and MatddRinger as of September 2, 1997, incorporateddfgrence tc
Exhibit 10.32 to the Compa’s Form 1i-Q for the quarterly period ended August 30, 1¢

Indemnity Agreement between the Company and WillanMcCormick as of October 21, 1997, incorpordigdeference t
Exhibit 10.35 to the Compa’s Form 1i-Q for the quarterly period ended November 29, 1

Indemnity Agreement between the Company and Rdéhestrandberg as of June 30, 1998, incorporatagéfeyence to
Exhibit 10.30 to the Compa’s Form 1i-K for the fiscal year ended May 30, 19!

Note Purchase Agreement dated September 10, I898porated by reference to Exhibit 10.1 to the @any's Form 1-Q
for the quarterly period ended August 31, 1¢

Amendment to Note Purchase Agreement dated Mag 2%, incorporated by reference to Exhibit 10.26h®Compan’'s
Form 1(-K for the fiscal year ended May 31, 19

Second Amendment to Note Purchase Agreement datgdsA29, 1997, incorporated by reference to ExAii29 to the
Compan’s Form 1i-Q for the quarterly period ended August 30, 1¢

Third Amendment to Note Purchase Agreement datedeiber 28, 1997, incorporated by reference to Exhih34 to the
Compan’s Form 1i-Q for the quarterly period ended November 29, 1

Fourth Amendment to Note Purchase Agreement dated28, 1999, incorporated by reference to ExhibBi24 to the
Compan’s Form 1K for the fiscal year ended May 29, 19!

Indemnity Agreement between the Company and Dani€llson as of October 25, 1999, incorporated ligremce to Exhib
10.25 to the Compar's Form 1-Q for the quarterly period ended November 27, 1!

Executive Severance Agreement between the CompahPpaniel T. Olson as of December 1, 1999, incaisat by
reference to Exhibit 10.26 to the Comp’s Form 1i-Q for the quarterly period ended November 27, 1

Second Amended Executive Severance Agreement betiveeCompany and Deborah A. Coleman as of SepteAThd 99¢
incorporated by reference to Exhibit 10.27 to tlenpany’s Form 10-Q for the quarterly period endedéimber 27,
1999.

Executive Severance Agreement between the Compahpmaaya K. Vardya, dated as of January 18, 20@@rporated by
reference to Exhibit 10.25 to the Comp’s Registration Statement on For-3, (Registration No. 3:-32616).

44



Table of Contents

Exhibit No. Description

10.2%% Indemnity Agreement between the Company and Anaydakdya as of December 20, 1999, incorporatecebgrence to
Exhibit 10.26 to the Compa’s Registration Statement on For-3, (Registration No. 3:-32616).

10.2: Promissory Note dated February 26, 2001 betwee@dimepany and U.S. Bank National Association, inocafed by
reference to Exhibit 10.34 to the Comp’s Form 1i-Q for the quarterly period ended February 24, 2i

10.2¢ Amendment to Registration Rights Agreement betwherCompany and Tektronix, Inc., incorporated bgnence to
Exhibit 10.27 to the Compa’s Registration Statement on Forl-3, (Registration No. 3:-32616).

10.2¢ Lease Agreement between the Company and Opus NesthixL.C., dated as of August 22, 2000, incorfeatdy referenc
to Exhibit 10.32 to the Compa’s Form 1-Q for the quarterly period ended August 26, 2(

10.2¢t Indemnity Agreement between the Company and DrlidMil Lattin dated as of September 28, 2000, incafeal by
reference to Exhibit 10.33 to the Comp’s Form 1i-Q for the quarterly period ended November 25, 2

10.27t Indemnity Agreement between the Company and Gddrd&erckhove dated as of June 28, 2001, incorpdrayereferenci
to Exhibit 10.31 to the Compa’s Form 1+K for the fiscal year ended May 26, 20!

10.2¢t 2000 Nonqualified Stock Option Plan of the Compas/amende

10.2¢t Indemnity Agreement between the Company and Dobaltbbe dated as of December 20, 2001, incorpolatedference 1
Exhibit 10.1 to the Compa’s Form 1i-Q for the quarterly period ended November 24, 2

10.3(t Indemnity Agreement between the Company and GaheRaghan dated as of October 1, 2001, incorpotatedference to
Exhibit 10.1 to the Compa’s Form 1i-Q for the quarterly period ended February 23, 2

10.31F Executive Severance Agreement between the Compahgary R. Lenaghan dated as of January 28, 206@rporated b
reference to Exhibit 10.2 to the Comp’s Form 1+-Q for the quarterly period ended February 23, 2

10.32 Securities Purchase Agreement dated May 30, 2G02nth between the Company and SF Capital Partridrsihcorporated
by reference to Exhibit 4.3 to the Comp’s Registration Statement on Fori-3, (Registration No. 3:-90374).

10.3¢ Convertible Debenture dated May 30, 2002 issuellibgix Corporation to SF Capital Partners Ltd. ie tmount of
$25,000,000.00, incorporated by reference to ExHidi to the Company’s Registration Statement amFs-3,
(Registration No. 3:-90374).

10.3¢ Registration Rights Agreement dated May 30, 2092311 between Merix Corporation and SF CapitalrieastLtd.,
incorporated by reference to Exhibit 4.4 to the @any’s Registration Statement on Form S-3, (Reaisin No. 333-
90374).

23.1 Consent of PricewaterhouseCoopers |

Tt This Exhibit constitutes a management contracbonensatory plan or arrangeme
(b) Reports on Form 8-K

A Current Report on Form 8-K to report under Iteith® change in the Company’s transfer agent aridtragand rights agent, was filed
on April 2, 2002. No other reports on Form 8-K wéled during the quarter ended May 25, 2002.
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SIGNATURES

Pursuant to the requirements of Sections 13 or)1d(the Securities Exchange Act of 1934, as aménithe Registrant has duly caused
this report to be signed on its behalf by the usideied, thereunto duly authorized on August 5, 2002

M ERIX C ORPORATION
By: /sl JANIE S. BROWN

Janie S. Brown
Sr. Vice President, Chief Financial Officer,
Treasurer and Secrete

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed belovugust 5, 2002 by the followil
persons on behalf of the Registrant and in theates indicated.

Signature Title

/s/ MaARK R. HOLLINGER

Chairman, Chief Executive Officer and President

Mark R. Hollinger (Principal Executive Officer
/sl JANIE S. BROWN Sr. Vice President, Chief Financial Offic
Treasurer and Secretary (Principal Financial and
Janie S. Brown Accounting Officer)
/s CARLENEM. E LLIS Director

Carlene M. Ellis

/s/ DoNALD D. JoBE Director

Donald D. Jobe

/s/ GEORGEH. K ERCKHOVE Director

George H. Kerckhove

/s/ DRrR.WILLIAM W. L ATTIN Director

Dr. William W. Lattin

/s/  WiLLiam C. M c C orMICK Director

William C. McCormick

/s/ ROBERTC. STRANDBERG Director

Robert C. Strandberg
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EXHIBIT 10.28
MERIX CORPORATION

2000 NONQUALIFIED STOCK OPTION PLAN
SECTION 1. PURPOSE

The purpose of the Merix Corporation 2000 NonqiedifStock Option Plan (the “Plan”) is to enhancelting-term shareholder value of
Merix Corporation, an Oregon corporation (the “Camy’), by offering opportunities to selected perstm participate in the Company’s
growth and success, and to encourage them to rém#ie service of the Company or a Related Comggasylefined in Section 2) and to
acquire and maintain stock ownership in the Company

SECTION 2. DEFINITIONS
In the Plan:
“Award” means any Option or Stock Award.
“Board” means the Board of Directors of the Company.

“Cause, ” unless otherwise defined in the instrument evidente Award or in an employment or services agesgrhetween the
Company or a Related Company and the Participagsnsifraud, unauthorized use or disclosure of denfial information or trade secrets, or
conviction or confession of a crime punishabledy [except minor violations), in each case as detexd by the Plan Administrator, and its
determination shall be conclusive and binding.

“Code” means the Internal Revenue Code of 1986, as amdraadime to time.
“Common Stock” means the common stock of the Company.

“Company Transaction,” unless otherwise defined in the instrument evidenein Award or in an employment or services agreéme
between the Company or a Related Company and ttieifant, means consummation of either:

(&) a merger or consolidation of the Companywitinto any other company, entity or person; or

(b) asale, lease, exchange or other transfenéntransaction or a series of related transactiball or substantially all the Company’s
then outstanding securities or all or substantiallyhe Company’s assets,

provided, however, that a Company Transaction stwlinclude a Related Party Transaction.

“Disability ,” unless otherwise defined by the Plan Administratdn the instrument evidencing an Award, meansatal or physical
impairment of the Participant that is expectedeuit in death or that has lasted or is expectéastdor a continuous period of 12 months or
more and that causes the Participant to be uniabtlee opinion of the Company, to perform his or tieties for the Company or a Related
Company and to be engaged in any substantial daiofivity.

“Exchange Act” means the Securities Exchange Act of 1934, as aedend

“Fair Market Value” means the per share value of the Common Stockaslisked in good faith by the Plan Administrato(a) if the
Common Stock is listed on the Nasdag National Matke closing sales price for the Common Stoclepsrted by that market for regular
session trading for a single trading day or (h& Common Stock is listed on the New York Stockhange or the American Stock Exchange,
the closing sales price for the Common Stock abk puce is officially quoted in the composite tagfdransactions on such exchange for re¢
session trading for a single trading day. If thereo such reported price for the Common StockHerdate in question, then such price on the
last preceding date for which such price existdl fleadeterminative of Fair Market Value.

“Grant Date” means the date on which the Plan Administrator deteg the corporate action relating to the grararoAward or such
later date specified by the Plan Administrator, andvhich all conditions precedent to the grantehbeen satisfied, provided that conditions to
the exercisability or vesting of Awards shall nefat the Grant Date.

“Officer” has the meaning given to such term for the purpo&8gction 16 of the Exchange Act.
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“Option” means the right to purchase Common Stock grantddrui®ection 7. An Option is not intended to quadifyan “incentive stock
option” as that term is defined for purposes oft®ac422 of the Code.

“Option Expiration Date” means the last day of the Option Term.
“Option Term” has the meaning set forth in Section 7.2.

“Participant” means the person to whom an Award is granted.

“Plan Administrator” has the meaning set forth in Section 3.1.

“Plan Year” means each calendar year commencing after Dece3tb2000.

“Related Company” means any entity that, directly or indirectly, isciontrol of, is controlled by, or is under comnaamtrol with the
Company.

“Related Party Transaction” means (a) a merger or consolidation of the Comframshich the holders of the outstanding voting
securities of the Company immediately prior to tterger or consolidation hold at least a majorityhef outstanding voting securities of the
Successor Company immediately after the mergeowsalidation; (b) a sale, lease, exchange or dthasfer of the Company’s assets to a
majority-owned subsidiary company; (c) a transactiadertaken for the principal purpose of restmictuthe capital of the Company,
including, but not limited to, reincorporating tB®mpany in a different jurisdiction or creating@ding company; or (d) a corporate
dissolution or liquidation.

“Retirement , ” unless otherwise defined by the Plan Administr&tamn time to time for purposes of the Plan, meatisement on or
after the date an Participant reaches age 65.

“Securities Act” means the Securities Act of 1933, as amended.

“Stock Award” means an Award of shares of Common Stock or ueit®hinated in Common Stock granted under SectitimeS;ights
of ownership of which may be subject to restrictigmescribed by the Plan Administrator.

“Successor Company”means the surviving company, the successor comgity parent, as applicable in connection withcanPany
Transaction.

“Termination of Service” means the date of termination of an employmenenrice relationship with the Company or a Related
Company for any reason, whether voluntary or ingtduy, including death, Disability or Retiremerd,determined by the Plan Administrator
in its sole discretion. Any question as to whetiigd when there has been a Termination of Servicpuiposes of an Award and the cause of
such Termination of Service shall be determinethieyPlan Administrator, and its determination shalffinal. Transfer of the Participant’s
employment or service relationship between Rel@®ahpanies, or between the Company and any Relaieghény, shall not be considered a
Termination of Service for purposes of an Award, imless the Plan Administrator determines othexyasTermination of Service shall be
deemed to occur if the Participant’s employmergewice relationship is with an entity that hasseebto be a Related Company.

“Vesting Commencement Date’means the Grant Date or such other date selectdte®lan Administrator as the date from which the
Option begins to vest for purposes of Section 7.3.

SECTION 3. ADMINISTRATION
3.1 Plan Administrator

The Plan shall be administered by the Board aralmmmittee or committees (which term includes subuittees) appointed by, and
consisting of two or more members of, the BoartP{an Administrator”). If and so long as the Comnfiock is registered under Section 12
(b) or 12(g) of the Exchange Act, the Board shafisider in selecting the members of any committéi@g as Plan Administrator, with respect
to any persons subject or likely to become sulife8ection 16 of the Exchange Act, the provisiegarding (a) "outside directors” as
contemplated by Section 162(m) of the Code andn@)employee directors” as contemplated by Rule-36imder the Exchange Act.
Notwithstanding the foregoing, the Board may defeglae responsibility for administering the Plathaiespect to designated classes of eli
persons to different committees consisting of twanore members of the Board, subject to such ltinita as the Board deems appropriate.
Committee members shall serve for such term aBdixed may determine, subject to removal by the Baaany time. To the extent consistent
with applicable law, the Board may authorize onenore Officers of the Company to grant Awards teigieated classes of eligible persons,
within the limits specifically prescribed by the &d.



3.2 Administration and Interpretation by Plan Administrator

Except for the terms and conditions explicitly feth in the Plan, the Plan Administrator shall @@xclusive authority, in its discretion,
to determine all matters relating to Awards undierPlan, including the selection of individualdtgranted Awards, determining the type of
Awards, the number of shares of Common Stock stibjeen Award, all terms, conditions, restricti@ml limitations, if any, of an Award and
the terms of any instrument that evidences the Awglne Plan Administrator shall also have exclusivthority to interpret the Plan and the
terms of any instrument evidencing the Award ang fnam time to time adopt and change rules andlegiquns of general application for the
Plan’s administration. The Plan Administrator’seirgretation of the Plan and its rules and regutatiand all actions taken and determinations
made by the Plan Administrator pursuant to the Fhall be conclusive and binding on all partieslned or affected. The Plan Administrator
may delegate ministerial duties to such of the Camyfs officers as it so determines.

SECTION 4. STOCK SUBJECT TO THE PLAN
4.1 Authorized Number of Shares

Subiject to adjustment from time to time as provige8ection 11.1, a maximum of 4,000,000 sharegSamfimon Stock shall be available
for issuance under the Plan. Shares issued unel&l#m shall be drawn from authorized and unissheges or shares now held or subsequ
acquired by the Company.

4.2 Reuse of Shares

Any shares of Common Stock that have been madediuijan Award that cease to be subject to therdfather than by reason of
exercise of an Option to the extent it is exerciged/ested and nonforfeitable shares) shall agaiavailable for issuance in connection with
future grants of Awards under the Plan.

4.3 Limitations

In any Plan Year, Officers and directors of the @any shall not receive Awards involving more th&&of the shares of Common
Stock subject to Awards granted during such PlaarYe

SECTION 5. ELIGIBILITY

An Award may be granted to those Officers, direstamd employees of the Company and its Related @oimpas the Plan Administra
from time to time selects; provided, however, ta@nts to Officers and directors shall comply with limits set forth in Section 4.3. Awards
may also be granted to consultants, advisors adependent contractors who provides services t@€tmpany and its Related Companies.

SECTION 6. AWARDS
6.1 Form and Grant of Awards

The Plan Administrator shall have the authorityitsnsole discretion, to determine the type or ypEAwards to be granted under the
Plan. Awards may be granted singly or in combimatio

6.2 Settlement of Awards

The Company may settle Awards through the deliegrghares of Common Stock, the granting of replasgmwards or any
combination thereof as the Plan Administrator stlatermine. Any Award settlement may be subjesuith conditions, restrictions and
contingencies as the Plan Administrator shall aeitee. The Plan Administrator may permit or require deferral of any Award payment,
subject to such rules and procedures as it maplesstawhich may include provisions for the paymentrediting of interest, or dividend
equivalents, including converting such credits itéderred stock equivalents.

6.3 Acquired Company Awards

Notwithstanding anything in the Plan to the contréine Plan Administrator may grant Awards under Bttan in substitution for awards
issued under other plans, or assume under theaRlards issued under other plans, if the other @am®r were plans of other acquired entities
(“Acquired Entities”) or the parent of an Acquired Entity) and the newafavis substituted, or the old award is assumedeagon of a merge
consolidation, acquisition of property or stoclgnganization or liquidation (the “Acquisition Traattion”). In the event that a written
agreement pursuant to which the Acquisition Tratisags completed is approved by the Board and agigement sets forth the terms and
conditions of the substitution for or assumptioroofstanding awards of the Acquired Entity, saithteand conditions shall be deemed to be
the action of the Plan Administrator



without any further action by the Plan Administratexcept as may be required for compliance witteR6b-3 under the Exchange Act, and
the persons holding such awards shall be deemieel Rarticipants.

SECTION 7. STOCK OPTIONS
7.1 Option Exercise Price

The exercise price for shares purchased under #orOghall be as determined by the Plan Administrat
7.2 Term of Options

Subject to earlier termination in accordance whit terms of the Plan and the instrument evidentiagOption, the maximum term of an
Option (the “Option Term”) shall be as establisti@dthat Option by the Plan Administrator or, iftrem established, shall be ten years from the
Grant Date.

7.3 Exercise of Options

The Plan Administrator shall establish and setfarteach instrument that evidences an Optionithe &t which, or the installments in
which, the Option shall vest and become exercisablg of which provisions may be waived or modifigdthe Plan Administrator at any time.
If not so established in the instrument evidend¢irggOption, the Option shall vest and become egabté according to the following schedule,
which may be waived or modified by the Plan Adntimitor at any time:

Period of Participant’'s Continuous
Employment or Service With the Company

or Its Related Companies From the Vesting Portion of Total Option
Commencement Date That Is Vested and Exercisable
After 1 year 1/4th
Each additional year of continuous sen An additional 1/4tt
completed thereafte
After 4 years 100%

The Plan Administrator, in its sole discretion, naaljust the vesting schedule of an Option held Byauicipant who works less than “full
time” as that term is defined by the Plan Admiritdr or who takes a Company-approved leave of alesen

To the extent an Option has vested and becomeisable, the Option may be exercised in whole amftome to time in part by delivery
to the Company of a written stock option exercigeeament or notice, in a form and in accordanck piibcedures established by the Plan
Administrator, setting forth the number of sharéthwespect to which the Option is being exercighd,restrictions imposed on the shares
purchased under such exercise agreement, if adyswoh representations and agreements as may tieecelly the Plan Administrator,
accompanied by payment in full as described iniSeat.4. An Option may be exercised only for wheltares and may not be exercised for
less than a reasonable number of shares at anyjnoseas determined by the Plan Administrator.

7.4 Payment of Exercise Price

The exercise price for shares purchased under &orCghall be paid in full to the Company by detivef consideration equal to the
product of the Option exercise price and the nunalbshares purchased. Such consideration mustiddptore the Company will issue the
shares being purchased and must be in a form @maioation of forms acceptable to the Plan Admiaistr for that purchase, which forms
may include:

(@) cash;
(b) check;

(c) tendering (either actually or, if the Commnstock is registered under Section 12(b) or 12{ghe Exchange Act, by attestation)
shares of Common Stock already owned by the Paatitifor at least six months (or any shorter peniedessary to avoid a charge to the
Company’s earnings for financial reporting purpggskat on the day prior to the exercise date havaieMarket Value equal to the aggregate
exercise price of the shares being purchased uhdedption;

(d) if the Common Stock is registered under iBact2(b) or 12(g) of the Exchange Act, deliveryagbroperly executed exercise notice,
together with irrevocable instructions to a brokgréirm designated by the Company to deliver prdynptthe Company the aggregate amount
of sale or loan proceeds to pay the Option



exercise price and any withholding tax obligatitimest may arise in connection with the exerciseinaficcordance with the regulations of the
Federal Reserve Board; or

(e) such other consideration as the Plan Adnats may permit.

In addition, to assist a Participant (includingaatiRipant who is an Officer or a director of ther@any) in acquiring shares of Common
Stock pursuant to an Award granted under the FtenPlan Administrator, in its sole discretion, naaghorize, either at the Grant Date or at
any time before the acquisition of Common Stoclspant to the Award, (i) the payment by a Particifgdrihe purchase price of the Common
Stock by a full-recourse promissory note or (ig tiuarantee by the Company of a full-recourse @ddained by the Participant from a third
party. Subject to the foregoing, the Plan Admiitir shall, in its sole discretion, specify tharierof any loans or loan guarantees, including
the interest rate and terms of and security foayapent.

7.5 Post-Termination Exercises

The Plan Administrator shall establish and sehforteach instrument that evidences an Option vereatie Option shall continue to be
exercisable, and the terms and conditions of syelcese, if the Participant ceases to be employeaibto provide services to, the Company or
a Related Company, which provisions may be waivedadified by the Plan Administrator at any timendt so established in the instrument
evidencing the Option, the Option shall be exeldsaccording to the following terms and conditiomkich may be waived or modified by 1
Plan Administrator at any time:

(&) Any portion of an Option that is not vesteul exercisable on the date of a Participant’s ireation of Service shall expire on such
date.

(b) Any portion of an Option that is vested axercisable on the date of a Participant’s Ternonadf Service shall expire on the
earliest to occur of:

(i) if the Participant’s Termination of Servioecurs for reasons other than Disability or dethth,date which is 90 days after such
Termination of Service;

(i) if the Participant’s Termination of Servioecurs by reason of Disability or death, the osaryanniversary of such
Termination of Service; and

(iii) the Option Expiration Date.

Notwithstanding the foregoing, if a Participantsdadter his or her Termination of Service but whifeOption is otherwise exercisable,
the portion of the Option that is vested and exsafaie on such Termination of Service shall expgenuithe earlier to occur of (y) the Option
Expiration Date and (z) the one-year anniversahefdate of death, unless the Plan Administraéoerghines otherwise.

Also notwithstanding the foregoing, if a Participamermination of Service occurs for Cause, thenPAdministrator may, in its sole
discretion, immediately terminate all Options geahto the Participant. If a Participant’s employitmanservice relationship with the Company
or a Related Company is suspended pending an igaéeh of whether the Participant shall be terrtedafor Cause, the Committee shall have
the discretion to likewise suspend all the Paréinifs rights under any Option during the periodnekstigation. If any facts that would
constitute Termination of Service for Cause arealisred after the ParticipastTermination of Service, any Option then held iy Participar
may be immediately terminated by the Plan Admiaisir, in its sole discretion.

(c) A Participant’s change in status from an kyge to a consultant, advisor or independent ectdr, or a change in status from a
consultant, advisor or independent contractor teraployee, shall not be considered a Terminatio®es¥ice for purposes of this Section 7.

(d) The effect of a Company-approved leave agkabe on the application of this Section 7 shalddtermined by the Plan
Administrator, in its sole discretion.

SECTION 8. STOCK AWARDS
8.1 Grant of Stock Awards



The Plan Administrator is authorized to make Awasti€ommon Stock or Awards denominated in unit€ommon Stock on such teri
and conditions and subject to such repurchaserfaitiare restrictions, if any (which may be bas@&dcontinuous service with the Company or
the achievement of performance goals, where suals goay be stated in absolute terms or relativtoparison companies), as the Plan
Administrator shall determine, in its sole disavatiwhich terms, conditions and restrictions shalket forth in the instrument evidencing the
Award. The terms, conditions and restrictions thatPlan Administrator shall have the power to hetee shall include, without limitation, the
manner in which shares subject to Stock Award$ale during the periods they are subject to regtris and the circumstances under which
repurchase or forfeiture of the Stock Award shaur by reason of a Participant’s Termination ofvie.

8.2 Issuance of Shares

Upon the satisfaction of any terms, conditions gegdrictions prescribed in respect to a Stock Awardipon a Participant’s release from
any terms, conditions and restrictions of a StoakaAd, as determined by the Plan Administrator,Gbenpany shall release, as soon as
practicable, to the Participant or, in the casthefParticipant’s death, to the personal repretieataf the Participant’s estate or as the
appropriate court directs, the appropriate numbehares of Common Stock.

8.3 Waiver of Restrictions

Notwithstanding any other provisions of the Pldre, Plan Administrator may, in its sole discretiaajve the repurchase or forfeiture
period and any other terms, conditions or restnigion any Stock Award under such circumstancesalj@ct to such terms and conditions as
the Plan Administrator shall deem appropriate.

SECTION 9. WITHHOLDING

The Company may require the Participant to papéoQompany the amount of any taxes that the Comigareguired by applicable
federal, state, local or foreign law to withholdlwiespect to the grant, vesting or exercise ohaard. The Company shall not be required to
issue any shares of Common Stock under the Pldinrsunh obligations are satisfied. The Plan Adntiai®r may permit or require a Particip
to satisfy all or part of his or her tax withholdinbligations by (a) paying cash to the Companyhéving the Company withhold from any
cash amounts otherwise due or to become due frer@tmpany to the Participant, (c) having the Compeithhold a number of shares of
Common Stock that would otherwise be issued td tmgicipant (or become vested in the case of SAwekrds) having a value equal to the tax
withholding obligations (up to the employsrhinimum required tax withholding rate), or (djremdering a number of shares of Common £
the Participant already owns having a value equtié tax withholding obligations (up to the em@dg minimum required tax withholding
rate to the extent the Participant has owned thesdered shares for less than six months, if su@hitation is necessary to avoid a charge to
the Company’s earnings for financial reporting mses).

SECTION 10. ASSIGNABILITY

No Award or any interest in an Award may be asggpéedged or transferred by the Participant orersubject to attachment or similar
proceedings otherwise than by will or by the agiie laws of descent and distribution, except éoetktent a Participant designates a
beneficiary on a Company approved form who may@serthe Award or receive payment under the Awébet ghe Participans death. Durin
a Participant’s lifetime, an Award may be exercisaty by the Participant. Notwithstanding the favewy, the Plan Administrator, in its sole
discretion, may permit a Participant to assigrrangfer an Award or may permit a Participant tdgleste a beneficiary who may exercise the
Award after the Participant’s death; provided, hegrethat any Award so assigned or transferred bleadubject to all the terms and conditions
of the Plan and those contained in the instrumeidieacing the Award.

SECTION 11. ADJUSTMENTS
11.1 Adjustment of Shares

In the event, at any time or from time to timetack dividend, stock split, spin-off, combinationexchange of shares, recapitalization,
merger, consolidation, distribution to sharehold®her than a normal cash dividend, or other chamgfee Company’s corporate or capital
structure results in (a) the outstanding shar&somhmon



Stock, or any securities exchanged therefor oriveden their place, being exchanged for a differember or kind of securities of the
Company or of any other company or (b) new, difféi additional securities of the Company or of ather company being received by the
holders of shares of Common Stock of the Compdmn the Plan Administrator shall make proportiadjlustments in (i) the maximum
number and kind of securities subject to the Ptah(&) the number and kind of securities thatsubject to any outstanding Option and the per
share price of such securities, without any chandlee aggregate price to be paid therefor. Therdghation by the Plan Administrator as to
the terms of any of the foregoing adjustments dhaltonclusive and binding. Notwithstanding thesfming, a dissolution or liquidation of the
Company or a Company Transaction shall not be g@ekby this Section 11.1 but shall be governeddwnti@ns 11.2 through 11.4,
respectively.

11.2 Dissolution or Liquidation

To the extent not previously exercised or settdd] unless otherwise determined by the Plan Adin@&@ in its sole discretion, Options
and Stock Awards denominated in units shall terteiframediately prior to the dissolution or liquittat of the Company. To the extent a
forfeiture provision or repurchase right applicatdean Award has not been waived by the Plan Adstiziior, the Award shall be forfeited
immediately prior to the consummation of the diagioh or liquidation.

11.3 Company Transaction—Options

In the event of a Company Transaction, exceptlasrafse provided in the instrument evidencing ati@pand unless otherwise defined
in an employment or services agreement betwee@dngpany or a Related Company and a Participant:

(a) Except as provided in subsection (b) bekach outstanding Option shall be assumed or awaqut option or right substituted by
the Successor Company.

(b) Inthe event of a Company Transaction, tla Rdministrator may, in its sole discretion, pide/a 30elay period prior to such eve
during which optionees will have the right to exsecoptions in whole or in part without any limitat on exercisability. Upon the expiration of
the 30-day period, all unexercised options will iediately terminate, except to the extent assumeatdpuccessor Company.

11.4 Stock Awards

In the event of a Company Transaction, exceptlasrotise provided in the agreement evidencing thewdiwthe forfeiture provisions to
which Stock Awards are subject shall continue wétbpect to shares of the Successor Company thabenegued in exchange for such shares.

11.5 Further Adjustment of Awards

Subject to Sections 11.2 through 11.4, the PlaniAhtnator shall have the discretion, exercisablary time before a sale, merger,
consolidation, reorganization, liquidation, disg@n or change of control of the Company, as defing the Plan Administrator, to take such
further action as it determines to be necessaadwisable with respect to Awards. Such authorizga may include (but shall not be limited
to) establishing, amending or waiving the typemtgrconditions or duration of, or restrictions Amwards so as to provide for earlier, later,
extended or additional time for exercise, liftirggtrictions and other modifications, and the Plamfistrator may take such actions with
respect to all Participants, to certain categasfd2articipants or only to individual Participanthie Plan Administrator may take such action
before or after granting Awards to which the actielates and before or after any public announcémih respect to such sale, merger,
consolidation, reorganization, liquidation, disg@n or change of control that is the reason fahsaction.

11.6 Limitations

The grant of Awards shall in no way affect the Camys right to adjust, reclassify, reorganize drestvise change its capital or business
structure or to merge, consolidate, dissolve, tigté or sell or transfer all or any part of itsibhess or assets.

11.7 Fractional Shares

In the event of any adjustment in the number ofeshaovered by any Award, each such Award shakicouly the number of full shares
resulting from such adjustment.



SECTION 12. AMENDMENT AND TERMINATION
12.1 Amendment or Termination of Plan

The Board may amend, suspend or terminate thedPlany portion of the Plan at any time and in stegpects as it shall deem advisa
provided, however, that shareholder approval $febbtained to the extent required by any apple&w or regulation.

12.2 Term of Plan
The Board may suspend or terminate the Plan atiax@y The Plan shall have no fixed expiration date.
12.3 Consent of Participant

The suspension, amendment or termination of the &la portion thereof or the amendment of an antihg Award shall not, without
the Participant’s consent, materially adverselgetffany rights under any Award theretofore gratdethe Participant under the Plan. Any
adjustments made pursuant to Sections 11.1 thrblighshall not be subject to the foregoing restist.

SECTION 13. GENERAL
13.1 Evidence of Awards

Awards granted under the Plan shall be evidenceasitten instrument that shall contain such teroosditions, limitations and
restrictions as the Plan Administrator shall deelvisable and that are not inconsistent with thePla

13.2 No Individual Rights

Nothing in the Plan or any Award granted underRlen shall be deemed to constitute an employmeritaxct or confer or be deemed to
confer on any Participant any right to continu¢hi@a employ of, or to continue any other relatiopshith, the Company or any Related
Company or limit in any way the right of the Compa any Related Company to terminate a Participamployment or other relationship at
any time, with or without Cause.

13.3 Issuance of Shares

Notwithstanding any other provision of the Plare @ompany shall have no obligation to issue owvdelany shares of Common Stock
under the Plan or make any other distribution ofdfiés under the Plan unless, in the opinion ofGeenpany’s counsel, such issuance, delivery
or distribution would comply with all applicablewa (including, without limitation, the requiremertkthe Securities Act), and the applicable
requirements of any securities exchange or siraitdity.

The Company shall be under no obligation to anyiépant to register for offering or resale or taatjfy for exemption under the
Securities Act, or to register or qualify undertstsecurities laws, any shares of Common Stockirggor interest in a security paid or issued
under, or created by, the Plan, or to continudfgceany such registrations or qualifications ide. The Company may issue certificates for
shares with such legends and subject to suchatistis on transfer and stop-transfer instructionsaunsel for the Company deems necessary
or desirable for compliance by the Company witrefatland state securities laws.

To the extent the Plan or any instrument evidenaim@gward provides for issuance of stock certifisab reflect the issuance of shares of
Common Stock, the issuance may be effected on eentificated basis, to the extent not prohibitedapylicable law or the applicable rules of
any stock exchange.

13.4 No Rights as a Shareholder

No Option or Stock Award denominated in units shalitle the Participant to any cash dividend, mgtbr other right of a shareholder
unless and until the date of issuance under the éflthe shares that are the subject of such Award.

13.5 Compliance With Laws and Regulations

Notwithstanding anything in the Plan to the contréine Plan Administrator, in its sole discretiomay bifurcate the Plan so as to restrict,
limit or condition the use of any provision of tR&an to Participants who are Officers or direcgubject to Section 16 of the Exchange Act
without so restricting, limiting or conditioningetPlan with respect to other Participants.
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13.6 Participants in Other Countries

The Plan Administrator shall have the authoritadopt such modifications, procedures and subplamsay be necessary or desirable to
comply with provisions of the laws of other couetrin which the Company or any Related Company opayate to assure the viability of the
benefits from Awards granted to Participants emgtbin such countries and to meet the objectivéseoPlan.

13.7 No Trust or Fund

The Plan is intended to constitute an “unfundedhpNothing contained herein shall require the Camygo segregate any monies or
other property, or shares of Common Stock, or éater any trusts, or to make any special deposi@nfpimmediate or deferred amounts
payable to any Participant, and no Participantl $taale any rights that are greater than thosegaieeral unsecured creditor of the Company.

13.8 Severability

If any provision of the Plan or any Award is detéred to be invalid, illegal or unenforceable in gasisdiction, or as to any person, or
would disqualify the Plan or any Award under any Feemed applicable by the Plan Administrator, qucivision shall be construed or
deemed amended to conform to applicable lawsf tircénnot be so construed or deemed amended wtjthothe Plan Administrator’s
determination, materially altering the intent o tRlan or the Award, such provision shall be séicks to such jurisdiction, person or Award,
and the remainder of the Plan and any such Awaall sdmain in full force and effect.

13.9 Choice of Law

The Plan and all determinations made and actidk&ntpursuant hereto, to the extent not otherwiseged by the laws of the United
States, shall be governed by the laws of the $fa@regon without giving effect to principles ofrdticts of law.

SECTION 14. EFFECTIVE DATE
The effective date is the date on which the Plaadigpted by the Board.
Adopted by the Board on December 20, 2000.



Date of Board Action

PLAN ADOPTION AND AMENDMENTS/ADJUSTMENTS
SUMMARY PAGE

Action Section/Effect of Amendment

Date of Shareholder Approval

December 20, 200
March 20, 2002

August 5, 2002

Initial Plan Adoption

Amend and Restate Plan Add ability to grant Stock
Awards under Pla

Amend To increase the number of she
reserved for issuance from
2,000,000 to 4,000,0C

Not requirec

Not requirec

Not requirec



EXHIBIT 23.1

CONSENT OF INDEPENDENT ACCOUNTANTS
We hereby consent to the incorporation by referémt¢lee Registration Statements on Form S-8 (N8s37344, 333-76367 and 333-
59672) and the Registration Statement on Form 1863 33-90374) of Merix Corporation of our reposteldd June 21, 2002, which appears in
this Form 10-K.
P RICEWATERHOUSEC OOPERY.LP

Portland, Oregon
August 19, 200:



