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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended May 31, 2003
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Commission file number 0-23818

MERIX CORPORATION

(Exact name of registrant as specified in its chaetr)

Oregon 93-1135197
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)
1521 Poplar Lane, Forest Grove, Orego 97116
(Address of principal executive offices) (Zip Code)

(503) 359-9300

(Registrant’s telephone number)

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

Securities registered pursuant to Section 12(g) tie Act:
Common Stock, no par value
Series A Preferred Stock Purchase Rights

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

Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K i¢ oontained herein, and will not be
contained to the best of the registrant’s knowledgeefinitive proxy or information statements émporated by reference in Part Il of this
Form 10-K or in any amendment to this Form 10-K

Indicate by check mark whether the registrant iseselerated filer (as defined in Rule 12b-2 offixehange Act). YesX] No
O

The aggregate market value of the voting and ndimga@ommon equity held by non-affiliates as of Mmber 23, 2002 was $133.0
million computed by reference to the price at whioh common equity was last sold on the NasdacpNaltiMarket System as of the last
business day of the registrant’'s most recently detag second fiscal quarter. For the purposesisfcttmputation, all executive officers and
directors have been deemed affiliates. This stwlbe deemed an admission that such persons diatedt

The number of shares of the Registrant’'s CommonkStatstanding as of August 12, 2003 was 14,732skéfes.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s proxy statement inrearion with its 2003 Annual Meeting of Sharehotdare incorporated by reference
into Part IIl.
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PART |

This Annual Report contains forward-looking statamevithin the meaning of the Private Securitigfghtion Reform Act of 1995. All
statements, other than statements of historicd| facluding statements regarding industry prospesid future results of operations or
financial position, made in this Annual Report &mevard looking. We use words such“anticipates,” “believes,” “expects,” “future” and
“intends” and similar expressions to identify forrdalooking statements. Forward-looking statemesftect management’s current
expectations, plans or projections and are inhdgenihcertain. Actual results could differ materniaffom management’s expectations, plans
or projections. Readers are cautioned not to plaedue reliance on these forward-looking statemamltsch speak only as of the date of this
report. Certain risks and uncertainties that coalilise our actual results to differ significantlpint management’s expectations are described
in the section entitled “Risk Factors Affecting Biess and Results of Operations.” This sectionnglwith other sections of this Annual
Report, describes some, but not all, of the fadfioas could cause actual results to differ sigrfidly from manageme’s expectations. We
undertake no obligation to publicly release anyis@mns to these forward-looking statements to otféeents or circumstances after the date
hereof or to reflect the occurrence of unanticiphévents. Readers are urged, however, to revieviattiers set forth in reports that we file
from time to time with the Securities and Excha@genmission

ITEM 1. BUSINESS.

In this report, the terms “Merix,” “Company,” “we‘lis,” and “our” refer to Merix Corporation. Merian Oregon corporation, was
formed in March 1994. We are a leading manufactoféechnologically advanced electronic interconrsatutions for use in sophisticated
electronic equipment. Our principal products amaplex multilayer printed circuit boards, which @ne platforms used to interconnect
microprocessors, integrated circuits and other aomapts that are essential to the operation ofreleict products and systems. We focus on
providing our solutions to manufacturers of tecligatally advanced electronic products within sedddtigh growth markets in the
electronics industry, including communications,tignd computing, and test and measurement. Wedwatir customers with an integrated
interconnect manufacturing solution that include&kyturn prototypes, pre-production and volumedurtion of printed circuit boards and
backplanes. In addition, we provide design assigtamd engineering services in the early stagpsoafuct development. We offer thermal
management solutions to support wireless applicatemd have recently enhanced our quick-turn sepfiferings. Our customers include
original equipment manufacturers (“OEMs”) and cantrmanufacturers 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 intercohnecroprocessors, integrated circuits and otbengonents that are essential to the
operation of electronic products and systems. &dietrcuit boards are customized for specific ettt applications and are sold to OEMs
and contract manufacturers in volumes that rangm Beveral units for prototypes to small quantiteegpre-production to large quantities for
volume production. Quick-turn prototypes are usethe design, test and launch phases of new eféctpooducts and require rapid
manufacturing, with industry delivery times rangiingm as little as 24 hours to as long as 10 dagsger volumes of printed circuit boards
are needed as a product progresses past the tastirdesign phases and into pre-production andvibleme production.

Printed circuit boards are used in virtually a#@tonic equipment from consumer products, sugteesonal computers, cellular
telephones and televisions, to high-end commeedéaitronic equipment, such as data communicatioters and switches, data storage
devices, wireless base stations, computer worksistnd network servers. Typically, printed ciréagards used in consumer electronic
products employ lower layer counts and lower pentomce materials and require less manufacturingpfléy than printed circuit boards us:
in high-end commercial equipment. High-end comnatmguipment manufacturers require more complex
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multilayer printed circuit board solutions with ahced materials, narrow line widths and separateepper traces, precision cavities, si
diameter holes called (“vias”) and through-holesdanect internal circuitry, and thermal managensehitions.

We manufacture complex multilayer printed circwobbds primarily for use in high-end commercial goént. We are capable of
producing, in volume, technologically sophisticapethted circuit boards of up to 40 layers utilgihigh performance, mixed dielectric
materials. We are also a leading supplier of adsdmroducts for wireless base stations and higbespptical networking systems. Our
advanced manufacturing capabilities position usetwe the communications, high-end computing, estland measurement markets of the
electronics industry. These industry markets aregaly characterized by rapid technological chaage short production life-cycles as
OEMs continually develop new and technologicallpesior products.

Manufacturing increasingly sophisticated electranterconnect products requires substantial investrin advanced production
facilities, engineering and manufacturing experéied process technology. These capital and tecgypoémuirements have led to
consolidation among manufacturers of multilayent&dl circuit boards in recent years, which we ekfgcontinue. Additionally, the
sustained downturn in the electronics industry dlerlast two and a half years has resulted intlasures, which have decreased domestic
printed circuit board manufacturing capacity by rmpgmately 35%.

There are several significant trends within thetedaic interconnect industry that we believe prespportunities for growth to Merix.
These include:

Increasing Complexity of Electronic EquipmentThe increasing complexity of electronic equipingrives technological advanceme
in interconnect products. OEMs are continually gesig more complex and high performance electregigpment, which requires printed
circuit boards that accommodate higher speeds, oper densities, frequencies and operating tempesatWe believe this trend is
increasing the demand for interconnect manufaciuséth superior manufacturing process techniquesesigineering support.

Expanding Markets. The demand for more complex multilayer printe&duit boards is driven by the expansion of triadial markets
for high-end commercial electronic equipment, sasltommunications, computing, and test and measumtelthough there has been a
sustained downturn in these markets over thewastyears and current market conditions are wealhslieve that these markets will rebot
and grow as a result of technological changes, ddmfor a wider variety of electronic product featy greater bandwidth and increasingly
powerful electronic components.

Shorter Product Life-Cycles for Electronic ProductsRapid advances in technology have significasttigrtened the life-cycles of
complex electronic products and placed increasesispre on OEMs to develop new products in shoeeogts of time. The time-to-market
demands on OEMs have increased their demand famesring and quick-turn production of small unitwmes of printed circuit boards in
the prototype development stage. The advantagesttd-market products heightens the demand farufeecturing expertise and process
controls that enable manufacturers to quickly pedc® volume production.

Increased Demand for Integrated Products and Sesvic The accelerated time-to-market and time-to-m@weeds of OEMs of high-
end equipment have resulted in increased collalboratith interconnect providers that can offer emgiring support in the design phase,
enhanced quick-turn capabilities, and manufactustajability throughout the production life-cycMany OEMs are limiting their vendor
base to a smaller number of technically qualifieavilers that are able to offer a broad range t@r@onnect products and services.

Products and Services

We offer a broad range of products and serviceigded to meet our customers’ needs for complexitayétr printed circuit boards and
backplanes. Our products and services span thedpiedm product conception through volume productiod include the following:
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Design Assistance and Engineering Service$Ve provide design assistance and engineerivirss in the early stages of product
development to ensure that mechanical and elekcéliements are integrated to achieve a high quatity cost-effective product. We also
evaluate customer designs for manufacturability medmmend design changes to reduce manufacturstg and lead times or increase
manufacturing yields and the quality of finishethpad circuit boards. We believe this cooperativ@cpss speeds the transition from
development of the prototype design to volume mactufing and facilitates the delivery of high gtyaproducts in a timely fashion. In
addition, by working closely with our customersaihghout the design and manufacturing process, iweiggight into their future product
requirements.

Quick-Turn Prototype and Pre-Production ServicesWe produce quick-turn prototypes with lead snoéthree to ten days and
prototypes in pre-production quantities with leiets of ten to fifteen days for these customers.ofter prototype and volume production
within the same facility. By using the same proaegtines for all production, our prototypes mocearately represent our volume products,
which helps speed the transition from prototypegiedevelopment to volume manufacturing and faatiis timely volume delivery of high-
quality complex printed circuit boards.

Volume Production Our volume production of printed circuit bosiid characterized by standard lead times of fo@ight weeks, as
printed circuit boards move to full-scale commerpiaduction. At this stage of production, qualibyn-time delivery, process capability and
price are the factors most important to our custsnf@ur engineering capability enables us to predircvolume, technologically
sophisticated printed circuit boards of up to 4fefa utilizing high performance materials and legdédge fabrication techniques. In addition,
our manufacturing process controls enable us td awelerated time-to-market and time-to-volumesi@mnents of our customers.

Backplanes. Backplanes are generally larger and thickerted circuit boards on which connectors are moutdexterconnect
printed circuit boards, integrated circuits andeotblectronic components. In addition to providiragkplane fabrication services for our
customers, we also perform radio frequency testargices to evaluate the performance of backplaneits across a spectrum of frequenc

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

Markets and Customers

The following table shows, for the periods indichtthe percentage of our net sales to the prinepdlmarkets we serve in the
electronics industry:

Fiscal Years
2003 2002 2001
End markets:
Communication: 76% 76% 6(%
High-end Computing 13 12 19
Test and Measureme 7 10 19
Other 4 2 2
Total 10C% 10C% 10(%

Sales in the communications end market representaajer percentage of sales in fiscal 2003 an@ 208hpared to fiscal 2001,
reflecting the increase in the number of our comications customers and resulting in a smaller peegge of sales from both the test and
measurement and high-end computing end markethade
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identified the communications end market as a piyraaea for growth and we continue to add new custs in this end market. Conversely,
our sales in the test and measurement end makketianarily to semiconductor test equipment custsme&hich have experienced a more
significant downturn than other sectors within thet and measurement market. We do not anticipateades to test and measurement
customers to increase significantly until demandstemiconductor test equipment improves.

Our five largest OEM customers during fiscal 20@3lphabetical order, were Cisco Systems, Motoi@taverwave Technologies,
StorageTek and Sun Microystems. Our five largesti@Estomers comprised 60%, 65% and 64% of ouralessuring fiscal 2003, 2002
and 2001, respectively. In fiscal 2003 and 2008¢c€iSystems and Motorola each accounted for mare18% of our net sales. Cisco
Systems, Motorola and Teradyne each accounteddoe than 10% of our net sales in fiscal 2001. Waeekto continue to depend on a sr
number of customers for a significant portion of nat sales for the foreseeable future. The logs decrease in orders from one or more
major customers could reduce our revenues anddraaelverse affect on our results from operatiodsfimancial condition.

Sales to OEMs include sales made through contranufacturers that assemble components on our pothraesale to OEMs.
Approximately 61%, 51% and 53% of our net salesawierough our contract manufacturing customerssgaf 2003, 2002 and 2001,
respectively. Most of our shipments to contract nfacturers are directed by OEMs who negotiate prbdricing and volumes directly with
us. We are seeing a trend towards this type obauting by many of our OEM customers. In additiam, are on the approved vendor list of
several contract manufacturers and continue taudaeded incremental discretionary orders direcityrfrcertain contract manufacturers. We
expect these discretionary orders to increasedriuture as our direct relationships with thesetreat manufacturers strengthen.

See Note 12 to the financial statements includetigreport for sales information by geographaraa.

Sales and Marketing

We market our products and services through a-bakkd direct sales force, field application engisemanufacturers’ representative
firms and customer service personnel. We have algzhour direct sales force and now have a preseriderth America, Europe and China.
We employ field application engineers in regionsas the U.S., who serve as the technical intetfet@een Merix and customers’ design
engineering teams. Our field application engin@@egrate into the customers’ design teams as teahexperts, providing information and
modeling data to assure that the final printeduiincoard design meets certain electrical perforrearequirements, cost goals and design
guidelines for manufacturability.

Due to the high technology level of the printedeit boards we produce, our sales force develapealelationships with our OEM
customers to assist in the earliest developmentlasjn phases. This close relationship continuegighout all stages of production.
Because contract manufacturers are increasinghglgven discretionary authority from OEMs to awbrgsiness to printed circuit board
manufacturers, we also target our sales effortatdsicontract manufacturers and leverage our oaktiips with OEMs to access new
business with contract manufacturers.

Supplier Relationships

We have strong relationships with certain supplansaw materials and services to reduce the leaelstassociated with our acquisition
of these materials and services and to reduce iamenarrying costs, enhance the quality and réitglof the supply of raw materials and
reduce our transportation and other logistics cégis example, Matsushita Electronics Materialseya laminate supplier, operates a factory
producing standard and high performance laminatgzgant to our facility. Isola Laminate SystemsCpanother laminate supplier, offers
just-in-time delivery of high-performance raw materidts addition, Mania Technologie, Inc.
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USA provides on-site electrical test services andrdh Laser Technology, Inc. provides on-site ladrdling services at our facility.

We depend on a small number of suppliers for mdrlieoraw materials that we use in our business slifynificant shortage of raw
materials were to occur or if we were unable totiome to purchase these raw materials from our ls&nspour operating results would be
materially adversely affected.

Manufacturing and Technology

The increasing complexity of electronic products tHeven technological advancements in interconpeaducts and has placed
increasingly more difficult demands on the manufdnog process. We have invested in production teldyy to manufacture dense multila
printed circuit boards utilizing advanced fabrioatprocesses and high performance materials immloroduction, with excellent reliability.
We employ numerous advanced manufacturing techaigné systems, including automated imaging systeomveyorized automated opti
inspection, computer controlled hot oil vacuum laation, high-speed computer controlled drilling aodting, automated registration
optimizers, periodic reverse pulse copper platoimtoimageable solder mask processing, dual-sidegka electrical testing and automated
surface coating. Our execution of these technignebles us to timely manufacture complex printecidi boards of consistent quality in
high-volume.

We generally receive circuit designs directly froor customers in the form of electronic data filekjch we review to ensure data
accuracy and product manufacturability. Using thedsetronic files, we generate images of the cirpatterns that we develop on individual
circuit board layers using advanced photographicgsses. Through a variety of plating and etchinggsses, we selectively add and remove
conductive materials forming horizontal layerstdhttraces or circuits, which are separated bylatgig material. A finished multilayer
printed circuit board laminates together a numliféayers of circuitry, using intense heat and puessinder vacuum. Vertical connections
between layers are achieved by plating through Wass are made by highly specialized drilling gauént capable of achieving extremely
fine tolerances with high accuracy. We specializbigh layer printed circuit boards with extreméhe geometries and tolerances. Becau:
the tolerances involved, we use clean rooms fdaremanufacturing processes, in which tiny pagtahight otherwise create defects on the
circuit patterns, and use automated optical in$peclystems to ensure consistent quality.

To organize and track our orders, materials andgsses, we have developed a proprietary integnadedifacturing support system
called the Computer On-Line Loading and Trackingtesn (“COLT"). This system tracks all phases amgkats of shop-floor production in
real time to deliver crucial information to evergaision point. Our lab analysis system, which ireiggs with COLT, helps us analyze and
continually improve our products and processesgusitiine statistical process control tools.

Competition

We believe our major competitors are the large drf8l. international independent producers that nzantuife multilayer printed circuit
boards, provide backplane and other electronicaisiées and offer quick-turn services, such as Dyiodbetails Inc., Multek (a division of
Flextronics International Ltd.), Sanmina-SCI, TTMchnologies Inc. and Tyco International Ltd. Wadnead our ability to compete
successfully depends upon a number of factorsjdireg our responsiveness to customers in delivedysgrvice, our technological capabil
our product quality and our pricing. See “Managetisebiscussion and Analysis of Financial Conditemd Results of Operations—Risk
Factors Affecting Business and Results of Operation

Backlog

Our 90-day backlog was approximately $11.9 millarihe end of fiscal 2003 and $9.5 million at thd ef fiscal 2002. A substantial
portion of our backlog is typically scheduled faligery within 60 days.

5



Table of Contents

The level and timing of orders placed by our cugttmvary due to a number of factors, includingatéwns 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 custspwe must anticipate the future volume of ordbased on discussions with our
customers. We rely on our estimates of anticipatade volumes when making commitments regardimgléfrel of business that we will se
and accept, the mix of products that we intend amufacture, the timing of production schedulestimedevels and utilization of personnel
and other resources. A customer may cancel, resludelay orders that were previously made. A sigaift portion of our backlog at any til
may be subject to cancellation or postponementowitppenalty. We may not be able to timely replaameceled, delayed or reduced orders.

Patents and Other Intellectual Property

Although we seek to protect certain proprietanhtedogy and other intangible assets through patem@have relatively few patents ¢
believe our business depends instead on our eféeekiecution of fabrication techniques and ourifgttib improve our manufacturing
processes to meet evolving industry standards.

Environmental Matters

We are required to comply with federal, state, ¢p@md municipal regulations regarding protectibthe environment. Printed circuit
board manufacturing requires the use of a variétyaterials, including metals and chemicals. Assult, we are subject to environmental
laws relating to the storage, use and disposaheiicals, solid waste and other hazardous mateaisiell as air quality regulations. Water
used in our manufacturing process must be treategihtove heavy metals and neutralized before ibeagischarged into the municipal
sanitary sewer system. We operate and maintainegifflwater treatment systems and utilize approaedratory testing procedures at our
manufacturing facility under effluent dischargermis issued by authorized governmental agenciessd permits must be renewed
periodically and are subject to revocation in therd of violations of environmental laws. Certaiaste materials and byproducts generate
our manufacturing processes are sent to approvwedgérties for recycling, reclamation, treatmentlisposal. We believe our environmental
management complies with environmental protectemuirements in all material respects.

Employees

As of May 31, 2003 we had a total of 915 employeésyhich 844 were regular employees and 71 werpteary employees. None of
our employees is represented by a labor union. &Ve hever experienced an employee-related worlpatmand we believe our relationship
with our employees is good.

Internet Access

Our website address is www.merix.com. Our annugytgrly and current reports on Forms 10-K, 10-@ &K, respectively, and all
amendments thereto filed or furnished pursuaneti®n 13(a) or 15(d) of the Securities and Excleafigt of 1934, can be accessed, free of
charge, at our website as soon as practicablevaétdite those reports with the Securities and Exage Commission.

ITEM 2. PROPERTIES.

We currently manufacture all of our products on 68+acre Forest Grove campus, which includes ajmately 248,000 square feet of
manufacturing facilities and a 62,500 square fohing and administration facility. Our manufadtgy facility is certified under the ISO
9002 quality assurance model. These certificatiegsire that we meet standards related to managepreduction and quality control,
among others. We use total quality managementregste meet the highest industry standards for mioguality.
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We commenced a capacity expansion program at hotiood Village, Oregon and Forest Grove, Oregocations in the first quarter
of fiscal 2001. Due to weak industry conditions, suspended completion of this program. Howeverhaxe completed the construction of a
90,000 square foot leased manufacturing facilicated at Wood Village and have completed instaltatif critical equipment at both
locations, but have delayed ordering non-criticplipment. See “Management Discussion & Analysidgsk Ractors”

ITEM 3. LEGAL PROCEEDINGS.

We are not involved in any material litigation. Rrdime to time we may be involved in litigationsrg 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 2003.

Executive Officers
The following table sets forth certain informatieith respect to our executive officers:

Age
Executive Officers Position
Mark R. Hollinger 45 Chairman, Chief Executive Officer and Presic
Janie S. Browi 58 Senior Vice President, Chief Financial Officer, 3sarer and Secreta
Anaya K. Vardye 40 Senior Vice President, Operatic
Daniel T. Olsor 48 Senior Vice President, Sales and Marke

Mark R. Hollingerwas elected Chairman of the Board in September 2@@1has served as Chief Executive Officer singee®eber
1999. Mr. Hollinger has served as President aralrmsmber of the Board of Directors since May 138#9joined Merix in September 1997
Senior Vice President, Operations and served asf Chgerating Officer from August 1998 to Septemt@99. Prior to joining Merix, Mr.
Hollinger worked for more than a decade at IBM|dwiled by three years as Vice President of OperatidrContinental Circuits Corporation
of Phoenix. Mr. Hollinger currently serves as a memof the Board of Directors of SimpleTech, Inc.

Janie S. Browmas served as Senior Vice President since Jan08dy, Secretary since September 1999, Chief Finb@ffmer since
August 1998 and Treasurer since September 1997BiMwin served as Vice President from April 1998anuary 2001 and as Corporate
Controller from June 1995 until August 1998. Froap@mber 1982 until joining Merix, Ms. Brown heldrious positions, including audit
partner, with Deloitte & Touche LLP. Ms. Brown cently serves as a member of the Advisory BoardAE€ESS.

Daniel T. Olsorhas served as Vice President, Sales and Marketing ©ctober 1999 and was promoted to Senior Viesifent, Sales
and Marketing in July 2003. From 1992 to April 1984 . Olson held various positions, including Ditercof Strategic Business for the
Electronics Business Group of MacDermid, Inc. Fr®82 to 1991, Mr. Olson served in a number of salkss, including National Sales
Manager for Olin Corporation.

Anaya K. Vardydnas served as Senior Vice President, Operations damnuary 2001 and Vice President, Operations Beoember
1999 to January 2001. Mr. Vardya joined Merix in@er 1997 as Director of Forest Grove Operati®n®r to joining Merix, Mr. Vardya
was the Corporate Development Manager for Contaié@itcuits Corporation from November 1994 to O&ioh997. From 1985 to 1994, \
Vardya held a number of positions with IBM. Mr. \dga currently serves as a member of the Board idirs of the American Leadership
Forum.
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PART Il
ITEM 5.

MARKET FOR THE REGISTRANT'S COMMON EQUIT Y AND RELATED STOCKHOLDER MATTERS.

Our common stock is quoted on the Nasdaq Natioraak®t under the symbol “MERX.” The following taldets forth, for the periods
indicated, the high and low sales prices per sbhoair common stock as reported on the Nasdaq healtidarket.

Fiscal year 2003:
Quarter 4
Quarter &
Quarter 2
Quarter 1

Fiscal year 2002:
Quarter 4
Quarter &
Quarter z
Quarter 1

High Low
$ 5.7¢ $ 3.5C
12.2¢ 4.8C
10.6( 7.1C
18.4¢ 5.6C
$20.1¢ $14.9(
20.5¢ 15.3¢
26.4( 10.6(
26.9( 14.57

On August 12, 2003, the last reported sale priceuofcommon stock on the Nasdaq National Market$1#583 per share. As of Aug
12, 2003, there were approximately 100 shareholaferscord and approximately 3,900 beneficial shalders of our common stock.

We currently intend to retain any earnings for mseur business and, therefore, we do not antieipaling any cash dividends in the
foreseeable future. We have never declared orgraictash dividends on our capital stock. In tharitthe decision to pay any cash
dividends will depend upon our results of operatjdimancial condition and capital expenditure plaas well as such other factors as our

Board of Directors, in its sole discretion, may sider relevant.

ITEM 6. SELECTED FINANCIAL DATA.

2003

Statement of Operations Data

Net sales $ 94,57:
Net income (loss (30,087 @
Basic net income (loss) per share $ (2070
Diluted net income (loss) per share $ (2070
Balance Sheet Data

Working capital $ 52,12¢W
Total assets 141,56
Long-term debt, less current portir 25,00(¢
Shareholders’ equity 104,44M

2002 2001 2000 1999

(In thousands, except per share data)

$ 86,50(  $183,90( $155,87: $113,98:
(9,580) 26,591 7,45¢ (20,682)
$ (066 $ 196 $ 076€@ $ (2200
$ (06§ $ 18 $ 07:@ $ (2200
$ 59,648 $6597( $ 73,54( $ 14,32
161,20; 175,68 159,30 109,38:
16,00( 16,00( 25,15( 34,29¢
132,79¢ 134,19 101,73 50,32¢

(1) Reflects a $16.6 million charge to establislaluation allowance on deferred tax assets recarddé fourth quarter of fiscal 2003. See

Note 9 to the financial statements included in thjzort.
(2) 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 AND RESULTS OF OPERATIONS.

Overview

We are a leading manufacturer of technologicallyaaded electronic interconnect solutions for ussojphisticated electronic
equipment. Our principal products are complex rtaylér printed circuit boards, which are the platisrused to interconnect microprocess
integrated circuits and other components that ssergial to the operation of electronic products systems.

Ouir fiscal year consists of either the 52- or 5kvperiod ending on the last Saturday in May. Figear 2003 was a 53-week year and
fiscal years 2002 and 2001 were 52-week yearscéorenience, financial information for all of oisdal years is presented as ended on May
31.

Throughout fiscal 2003, we executed strategiegydesi to position us for future growth. We continte@dvance the technology of our
printed circuit boards, which is reflected in alteg average layer count for boards sold duringy#ee, and we enhanced our quick-turn
capabilities. We expanded our market share withattdition of a significant number of new custormeend many new programs with existing
customers. We broadened our international footpyitit the establishment of a sales presence infgeuamd China. However, the sustained
industry downturn has resulted in a prolonged undiéization of manufacturing capacity and compeétpricing pressures. In response, we
focused on reducing our cost structure and impgpioductivity throughout our operations. Althougilr capacity expansion program has
been suspended, we are positioned to completedfjecpto support the needs of our customer base@msnd returns.

Critical Accounting Policies and Estimates

Management’s Discussion and Analysis of Financ@dition and Results of Operations discusses thegaay’s financial statements,
which have been prepared in accordance with ace@uptinciples generally accepted in the United&taThe preparation of these financial
statements requires us to make estimates and asaosithat affect: (i) the reported amounts of tssaad liabilities; (ii) the disclosure of
contingent assets and liabilities at the date effittencial statements; and (iii) the reported anmt®wf sales and expenses during the reporting
period. On an on-going basis, we evaluate and epulat estimates and judgments, including thoseeel@ the collectibility of accounts
receivable, realizability of inventories, impairnter long-lived assets, amount of warranty obligas and valuation of deferred income tax
assets. We base our estimates and judgments onidasexperience and on various other factorsweabelieve to be reasonable under the
circumstances, the results of which form the bigisur judgments about the carrying values of issard liabilities that are not readily
apparent from other sources. Actual results mderdifom these estimates under different conditidéie believe the following critical
accounting policies, among other policies, affagtmore significant judgments and estimates usékdrmpreparation of our financial
statements.

Revenue Recognition and Accounts Receivable

The Company recognizes revenue upon the shipmetst pfoducts to the customer provided that the @amy has received a purchase
order, the price is fixed, title has transferrehduct returns are reasonably estimable, colleafdhe resulting receivable is reasonably
assured, there are no customer acceptance requiearal there are no remaining significant perferceaobligations. We maintain an
allowance for estimated product returns based stoifical experience. We also maintain an allowdoceoubtful accounts for estimated
losses resulting from the inability of our customer make required payments. This estimate is baisdustorical experience, current
economic and industry conditions and the profilewf customer mix. If the financial condition ofratustomers were to deteriorate, resulting
in an impairment of their ability to make paymeratdditional allowances could be required.
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Inventories

Inventories are valued at the lower of cost or raténd include materials, labor and manufacturiveyteead. We write down our
inventory for estimated obsolescence or unmarkiitiali amounts equal to the difference betweendbs of the inventory and its estimated
market value based on assumptions about future mtkiarad market conditions. If actual future demantharket conditions were to be less
favorable than we projected, additional inventorjtevdowns could be required.

Long-lived Assets

We review longlived assets for impairment when circumstancescatdithat the carrying amount may not be recover&alctors whic
could trigger an impairment review include a sigraiht decline in operating results relative todvistal or projected future operating results,
significant changes in the manner of our use adtasshanges in technology or significant negatideistry or economic trends. If this review
indicates that the value of an asset may be imghaive make an evaluation of the recoverabilityhef het carrying value of the asset over its
remaining useful life. If this evaluation indicatiast the value of the asset is not recoverabéendt carrying value of the asset will be redt
to fair value and the remaining depreciation pericay be adjusted. Any such impairment charge cbeldignificant and could have a
material adverse effect on our financial statem#érasd when an impairment charge is recorded.

Warranty

We provide for the estimated cost of product wédiesnat the time revenue is recognized. The wayrabligation includes a provision
based on historical experience, as well as resdéovespecific issues we identify. To the extenuattvarranty charges vary from our histor
experience, we may revise the estimated warraaipyitiy.

Income Taxes

We account for income taxes under the asset abiditifamethod. Under the asset and liability methdeferred tax assets and liabilities
are recognized for the future tax consequencebutible to differences between the financial steget carrying amounts of existing assets
and liabilities and their respective tax baseserefl tax assets and liabilities are measured @siagted tax rates expected to apply to tas
income in the years in which those temporary déffices are expected to be recovered or settledeffdat on deferred tax assets and
liabilities of a change in tax rates is recognirethcome in the period that includes the enactndai¢. Valuation allowances are established
when necessary to reduce deferred tax assets &rtbhents expected to be realized. An adjustmethitaleferred tax assets is charged to
income in the period such a determination is madéscal 2003, we recorded a valuation allowarcestiuce our deferred tax assets because
of recent operating losses. As the Company retiorpsofitability, we will reverse the valuation etance against the deferred tax assets,
which will result in a reduction of income tax exge.
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Results of Operations
Results of operations information in thousandsalfagls and as a percentage of net sales are asvfoll

Years Ended May 31, Percentage of Net Sales
2003 2002 2001 2003 2002 2001
Net sales $ 94,57 $ 86,500 $183,90( 100.(% 100.(% 100.(%
Cost of sale: 96,97: 87,08( 126,10« 102.8 100.7  68.€
Gross profit (loss (2,399 (580) 57,79¢ (2.5 (0.7) 31.4
Operating expense
Engineering 6,152 5,66¢ 5,36(C 6.5 6.5 2.8
Selling, general and administrati 11,297 11,18 13,37: 12.C 12.¢ 7.3
Restructuring and related activiti 2,052 — — 2.2 — —
Total operating expens 19,50: 16,84 18,73. 20.7 19.4 10.z
Operating income (los! (21,900 (17,425 39,06f (23.2) (20.1) 21.2
Interest incom 1,081 2,01t 4,46C 1.1 2.3 2.4
Interest expens (1,709 (620) (2,039 (1.9 (0. (1.0
Other expense, n (977) (68€) (102 (0.9 (0.8 (0.1
Income (loss) before tax (23,499 (16,71¢) 41,38¢ (24.€) (19.7) 22t
Income tax (expense) bene (6,58Y  7,13¢ (14,797 (7.0 8.2 (8.0
Net income (loss $(30,089) % (9,580 % 26,597 (31.6% (11.1)% 14.5%

Comparison of Fiscal Years 2003 and 2002
Net Sales

Net sales were $94.6 million in fiscal 2003, arr@ase of 9.3% from net sales of $86.5 million stél 2002. The increase in net sales
resulted from an increase in unit shipments thiseblower average pricing. Unit shipments were 46her in fiscal 2003 compared to fis
2002. The increase in unit shipments is largelytdughipments to new customers and partly duehiglzer level of orders from existing
customers. Beginning in January 2001, we aggrdggigsued new customers to utilize excess cap#uiybecame available in our facility
as a result of the downturn in the electronics stiu This strategy contributed to our volume img®in fiscal 2003, as approximately one-
third of revenues in fiscal 2003 were attributaoleustomers that were added since January 2001.

Volume gains were partially offset by a 24% decedasaverage pricing in fiscal 2003 compared todif002. The decrease in average
pricing is a result of product mix changes as weltompetitive pressures on pricing for both quiek-and volume orders. Product mix
changes affect average pricing as pricing on diteoérds varies significantly based on board coriglematerials used and assembly
requirements. In general, average pricing is hidgbeboards that utilize high-speed laminate matsror thermal management solutions, as
these boards require higher cost materials. Séld®se higher priced boards as a percent of salak have declined slightly in fiscal 2003 as
compared to the prior year due to product mix clearrgsulting from shifts in customer demand. Coitipetpricing pressures are driven
primarily by excess industry capacity due to theeesded decline in end market demand in the eleicsondustry. Printed circuit board
manufacturers have aggressively reduced priceBdrt®to increase sales volumes and cover thelfixgd costs associated with maintaining
production capacity. Until industry conditions imge and supply and demand become more balanceekpeet that lower average pricing
will continue to negatively affect our sales.

Quick-turn revenue, consisting of quick-turn prgp#, pre-production and compressed lead-time volorders, comprised 27% of net
sales in fiscal 2003, compared to 34% in fiscal20he decrease in quick-turn revenue as a peofesatles primarily reflects a decline in
market pricing for quick-turn prototype orders and
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increase in volume sales in fiscal 2003. Quick-t@venue in both fiscal 2003 and fiscal 2002 cdadigrincipally of quick-turn prototype
and pre-production orders, as opposed to comprésadeime volume orders.

Sales in the communications end market remaingoonary focus representing 76% of sales in fis€@l2and 2002. Sales to our five
largest OEM customers comprised 60% of our nesdaléiscal 2003, compared to 65% in fiscal 2008r €ales to OEMSs include sales made
through contract manufacturers. Sales through aohtnanufacturers were 61% of our net sales ialf@803 compared to 51% in fiscal 20
Two customers each accounted for more than 10%ofiet sales in fiscal 2003 and 2002. See “Businédarkets and Customers.”

In the fourth quarter of fiscal 2003, we experighoglatively higher levels of sales orders compaoetthe prior quarters and our capa
utilization rates increased to over 60%. Howevertipg for both quick-turn and volume orders rensaiery competitive. Future demand and
product pricing will depend on many factors inchuglproduct mix, levels of advanced technology, cadpaitilization, competitive pressure
the circuit board industry, and economic conditiaffecting the electronics industry in general #dmeimarkets we serve.

Gross Loss

Gross loss as a percentage of net sales was 2.886ah2003 and 0.7% in fiscal 2002. Gross lossdased in fiscal 2003 primarily due
to the decrease in average pricing. See “Net SalesVe. The increase in gross loss was partialsebby an increase in manufacturing
capacity utilization, a lower cost structure anck@@ased productivity. Manufacturing capacity uéitisn improved due to increased product
demand from new and existing customers. Higheragpatilization enhances gross margin becausalfo@sts are spread over a higher
number of units produced which decreases the eyaimt. The lower cost structure primarily resdlfeom reduced headcount through lay-
offs and attrition, reductions in vendor pricing foaterials and other cost reduction actions. bfitauh, we have started to realize cost sav
associated with the restructuring and related #ietsy which were primarily completed in the thgdarter of fiscal 2003. Productivity gains
were achieved through process re-engineering d¢isatted in an increase in unit output with reduceadcount. The decrease in labor expense
was partially offset by an additional week of expein fiscal 2003 and mandated time off in fis€@202 that was not repeated in fiscal 2003.

Until industry demand increases, we expect groggimavill continue to be negatively affected by qoatitive product pricing. Our
gross profit or loss may also be affected by othetors, including changes in our product mix, pretibn yields, and changes in our cost
structure.

Engineering

Our engineering expenses were $6.2 million in fi2€®3 and $5.7 million in fiscal 2002, represegtt15% of our net sales in both
years. The increase in engineering expense inl 288 resulted primarily from the fiscal 2002 dapzation of qualified internal engineeril
costs related to our capacity expansion projectiacrgased labor expense due to mandated timer@iffdal 2002 that was not repeated in
fiscal 2003. The cost of engineering materials suqgplies also increased due to the evaluationesiohg required to support increased
demands for higher technology product developmedteahanced quick-turn capabilities. Increasesigineering expenses were patrtially
offset by a decrease in average headcount fromrtbeyear.

Selling, General and Administrative

Selling, general and administrative expenses wete3dmillion or 12.0% of net sales and $11.2 millar 12.9% of net sales in fiscal
2003 and fiscal 2002, respectively. The increaselling, general and administrative expense piilynegsulted from increased labor
expenses. Although net headcount has decreasady sal
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expenses have increased due to strategic hiréetagthen the organization, higher variable comaeais due to higher sales, and mandated
time-off in fiscal 2002 that was not repeated stél 2003.

Restructuring and Related Activities

During the second half of fiscal 2003, the Compeaxgcuted a restructuring plan that consisted aflantary layoff of approximately &
employees from both production and support gromgsthe relocation of certain finishing, test angbpng operations from a satellite
production facility to our main campus in Foresb@. This relocation has had a positive impactancost structure, cycle time, and
productivity. In addition, the Company recordectkated charge for impaired assets that resulted fhe restructuring. The plan was
completed by the end of fiscal 2003 and a chargg2df million was recorded for restructuring anidted activities. The charge consisted of
$750,000 related to severance costs, $364,00@daiatproduction relocation and $938,000 relateass®t impairment. Severance costs
included $70,000 of compensation expense recordedalthe modification of the terms of stock opsidreld by employees that participated
in the voluntary layoff. Approximately $1.0 millicof the total charge was a cash charge.

Interest Income

Interest income decreased to $1.1 million in fi@03 from $2.0 million in fiscal 2002 due to thectine in our investment balances
the lower yield on those balances as a resultwétanterest rates.

Interest Expense

Interest expense increased to $1.7 million in fi2€®3 from $620,000 in fiscal 2002 primarily deethe capitalization of $942,000 of
interest costs related to capacity expansion ptojadiscal 2002 that was not repeated in fis€dl2 Capitalized interest is amortized over
lives of the buildings and equipment to which Iates.

Other Expense, Net

Other expense, net, increased to $971,000 in f&@@8, compared to $686,000 in fiscal 2002, prilpatie to certain non-operating
charges for outside services recorded in fiscaB2p@rtially offset by one-time costs associateithwarly retirement of debt of $367,000
recorded in fiscal 2002.

Income Taxes

The provision for income taxes for fiscal 2003 6f&million is primarily the result of a $16.6 nidlh charge to income tax expense
recorded in the fourth quarter of fiscal 2003, es@nting a valuation allowance against our defaar@ssets. See Note 9 to the financial
statements included in this report. Excluding tiiarge, our effective tax rate was a benefit 05%®in fiscal 2003 compared to a benefit of
42.7% in fiscal 2002. These effective rates incltidebenefit of research and development tax @eddognized for the current and prior
fiscal years. As we return to profitability, we Iiéverse the deferred tax asset valuation allowawbich will result in a reduction of future
income tax expense. We do not expect to recogaizbénefit or expense on operating results in fi26a4.

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 millionisndl 2001. This decrease was
primarily due to the downturn in the electronicdustry and the resulting decline in OEM customenaled. Unit shipments declined by 58%
in fiscal 2002 as compared to the prior year. The
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decrease was slightly offset by a 12% improvememivierage pricing resulting from a higher levetjoick-turn prototype sales and a higher
percentage of more technologically advanced printexiit board sales compared to the prior yeaickturn revenue comprised 33.8% of
net sales in fiscal 2002 compared to 34.8% in fig681, however, in fiscal 2002 it consisted phoatly of prototype and pre-production
orders, while quick-turn revenue in fiscal 2001 pascipally comprised of compressed lead-time waduwrders. Consistent with industry
conditions, we experienced a sustained downtuoustomer demand for volume orders during fiscal2B0wever, as a result of enhancing
our quick-turn capabilities, we achieved a sigmificincrease in the level of higher margin protetgpders during the year.

Sales in the communications end market increasedbascentage of sales in fiscal 2002 comparei$¢alf2001, due to the increase in
the number of communications customers. Salesritiestiand measurement and high-end computing emkiethdecreased as a percentage of
sales due to reduced demand in those end marketsllass the significant growth in the number oflmeommunications customers. Sales to
our five largest OEM customers comprised 65% ofrmirsales in fiscal 2002, compared to 64% in fi26Q1. Our sales to OEMs include
sales made through contract manufacturers. Salesgh contract manufacturers were 51% of our ressa fiscal 2002 compared to 53% in
fiscal 2001. Two customers each accounted for rifte 10% of our net sales in fiscal 2002, and torestomers each accounted for more
than 10% of our net sales in fiscal 2001. See “Bess—Markets and Customers.”

Gross Profit (Loss)

Gross profit (loss) as a percentage of sales,agsgmargin, was a loss of 0.7% in fiscal 2002 aptbéit of 31.4% in fiscal 2001. Gross
margin decreased in fiscal 2002 primarily due ®4dlgnificant decrease in sales and resulting dseran manufacturing capacity utilization.
Decreased production volumes required fixed casketallocated over a lower number of units. Plirtadfsetting the negative impact of
lower volumes was stronger pricing year over yeaulting from a favorable sales mix. See “Net Salesaddition, we implemented cost-
cutting measures including a reduction in headcthnotugh layoffs and attrition, mandated time bffiited hiring, salary and wage freezes,
reduced discretionary spending, manufacturing m®aaprovements, periodic plant shutdowns and loasrmaterial and supply costs.

Engineering

Engineering expenses were $5.7 million or 6.5%etfsales in fiscal 2002 and $5.4 million or 2.9%ef sales in fiscal 2001,
respectively. The increase in engineering expaméisdal 2002 resulted primarily from increaseddmant to support the increase in
prototype work and additional field application @reers to support the sales organization. Great@ld of design assistance and engineering
services in the early stages of product developraentritical to engaging with new customers ambsuting higher technology products
manufactured. Increases in engineering expenses pegtially offset by the absence of incentive lmmsuand mandated time-off in fiscal
2002.

Selling, General and Administrative

Selling, general and administrative expenses wete2dmillion or 12.9% of net sales and $13.4 millar 7.3% of net sales in fiscal
2002 and fiscal 2001, respectively. The decreaselling, general and administrative expense redudtom tight controls on discretionary
spending and mandated time-off. Although salaryeesps increased slightly due to strategic hirastrémgthen the organization, headcount
remained flat and bonuses decreased significamfigéal 2002 as compared to fiscal 2001. In addijtive reduced outside services and
outside sales commissions and did not significanttyease our provision for bad debts and resdoresut-of-warranty costs in fiscal 2002,
as compared to fiscal 2001.
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Interest Income

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

Interest Expense

Interest expense declined to $620,000 in fiscaRZ@@m $2.0 million in fiscal 2001 due partially $9.1 million in principal payments
on long-term debt made in fiscal 2002. In additiwr, capitalized approximately $942,000 of intersits related to capacity expansion
projects in fiscal 2002 compared to $296,000 iodi®001. Capitalized interest is amortized overlthes of the buildings and equipment to
which it relates.

Other Expense, Net

Other expense, net, increased to $686,000 in f&@@2, compared to $102,000 in fiscal 2001, prilpatie 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% stdil 2002 compared to an expense of 35.7% in @1 . Excluding the benefit rela
to research and development tax credits from years recorded during fiscal 2002, our effectivertde would have been a benefit of 39.3%
for the year. The effective rate reflected researuth development tax credits related to fiscal 2002 effective tax rate in fiscal 2001
reflected benefits from foreign sales exclusion #r&dresolution of IRS tax issues.

Liquidity and Capital Resources

At the end of fiscal 2003, we had $42.5 milliorcesh and cash equivalents as well as $1.5 milli@hort-term investments compared
to $42.6 million in cash and cash equivalents éh@8 #illion in short term investments at the endisfal 2002.

We used $10.7 million cash in operating activitrefiscal 2003 as a result of the net loss forytbar adjusted for depreciation and
amortization, deferred income taxes including thkiation allowance, Merix stock issued to the dadigontribution plan, losses on
impairment or disposals of fixed assets, and anuetase in operating assets and liabilities. Aot®ueceivable and inventories increased as &
result of the higher levels of sales and produdiiofiscal 2003.

Cash flows from investing activities in fiscal 20@@re $2.6 million. Cash from investments in cogtersecurities resulted from the
maturity of these investments. Cash of $5.2 milliaas used to purchase manufacturing equipmentaailities in connection with our
capacity expansion program and on-going operatMfeshad capital commitments of approximately $4ilfian as of May 31, 2003,
primarily for manufacturing equipment at Wood Vi

Cash flows from financing activities in fiscal 200@&re $7.9 million, and were primarily from theuasce of a $25.0 million, 6.5%
convertible debenture due May 2007 that we sottiénfirst quarter of fiscal 2003. The debenturedsvertible into shares of our common
stock at a fixed conversion price of $19.41, anchitable after August 2004 if certain conditioms met. Interest is payable quarterly. We
paid $1.4 million in financing costs associatedhite transaction and a portion of the proceeds wsed to pay off $16.0 million in
outstanding senior unsecured notes. In additiorreweived proceeds from stock option exercises.

We lease manufacturing equipment under an operkse. The lease agreement includes certain falasavenants including
minimum net worth, debt to capitalization and dsdnvice coverage requirements. As of
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May 31, 2003, we continue to be out of compliand the covenant that specifies a minimum debtisergoverage ratio. This covenant has
been waived by the lessor through the first quartdiscal 2004. The lease includes a buy-out miovi whereby we have the option to
purchase the equipment at the end of the fourth ¥éa have informed the lessor of our intentioexercise the buy-out option and,
accordingly, we will pay $1.1 million in the secogdarter of fiscal 2004 and $387,000 in the thiwdrter of fiscal 2004 for the purchase of
the equipment. Outstanding minimum lease paymetesirig $375,000 will be paid in monthly installntemintil the buy-out.

We lease a 90,000 square foot manufacturing fadditated in Wood Village, Oregon under an opetptaase. Monthly lease payments
escalate at specific points over the minimum tearyerm of the lease. Outstanding minimum leasengays at the end of fiscal 2003 totaled
$4.6 million. Payments on the initial term of tiea$e extend through July 2011 and we have therofatiextend the initial term of the lease
for three consecutive periods of five years each.

The following summarizes contractual obligationsNterix at the end of fiscal 2003 and the effecsoth on its liquidity and cash flo
in future periods (in thousands).

Future

Minimum
Lease Convertible
payments* Debenture Total
Years ending May 3:
2004 $ 2,371 $ — $ 2,371
2005 544 — 544
2006 547 — 547
2007 57¢ 57¢
2008 58C 25,00( 25,58(
Thereafte 1,89: — 1,89:
6,51 25,00( 31,51
Less: amounts due within 1 ye (2,377 — (2,377
Total lon¢-term obligations 4,14: 25,00( 29,14

* Fiscal 2004 includes $1,494 related to the earjj-out of the equipment leas

The Company had capital commitments of approxirgekél2 million as of May 31, 2003, primarily relagi to the purchase of
manufacturing equipment at Wood Village pursuarthtocapacity expansion programs at both our Watldgé, Oregon and Forest Grove,
Oregon locations that commenced in the first quartéiscal 2001. Due to current industry condigpthe completion of this program has
been suspended. See “Risk Factors Affecting Busiard Results of Operations.”

We believe that our existing capital resources@ash generated from operations should be suffiteenteet our working capital and
capital expenditure requirements through at ldeshext 12 months.

Risk Factors Affecting Business and Results of Opations

An investment in our common stock involves a hagirek of risk. You should carefully consider tredes described below, in addition
to those discussed elsewhere in this report, ifyairdg an investment in our common stock. If anhefevents described below occurs, our
business, financial condition and results of opiera would likely suffer, the trading price of aommon stock could fall, and you could lose
all or part of the money you paid for our commarckt In addition, the following risk factors andaamtainties could cause our actual results
to differ materially from those projected in ounf@rd-looking statements, whether made in this AhReport on Form 10-K or the other
documents we file with the SEC, or in our annuadjwarterly
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reports to shareholders, future press releasegyrally, whether in presentations, responses to tjoles or otherwise.

We are dependent upon the electronics industry, wbh has suffered a significant downturn in demand rsulting in excess
manufacturing capacity, increased price competitionand decreased demand for our products. Decreasesdemand for our products
and decreases in pricing may result in lower saleBecause many of our operating costs are fixed, l@wvsales may cause gross margins
and operating results to decrease.

The electronics industry, on which our businessedep, has historically been cyclical and subjesidaificant economic downturns
characterized by diminished product demand, rapdites in average selling prices and over-capatig electronics industry is currently
experiencing a recession and is likely to expesa®ecessionary periods in the future. The econaoniditions affecting the electronics
industry, in general, or any of our major customararticular, has adversely affected our opegatesults and may continue to do so in the
future.

The electronics industry is characterized by indecmmpetition, rapid technological change, reldiwhort production life cycles and
pricing and margin pressures. When these factorsraely affect our customers, we suffer similaeef§. Our customers are primarily high-
technology equipment manufacturers in the commtioits, high-end computing and test and measureem@hmarkets of the electronics
industry. Due to the uncertainty in the end marketyed by most of our customers, we cannot acayrptedict our future financial results
accurately anticipate future orders. At any timg, customers can discontinue or modify productsaiomg components manufactured by us,
adjust the timing of orders and shipments or impactmix of revenues generated from quiagka versus standard lead time production, w
could adversely affect our results of operations.

A significant portion of our operating expenseeeigtively fixed in nature, and planned expendsuaee based in part on anticipated
orders. Accordingly, revenue shortfalls that refnaitn decreased demand for our product have resirtan under utilization of our installed
capacity and together with adverse pricing haveedesed our gross margins. Future decreases in deongumicing may further decrease our
gross margins. Results of operations in any pesfadild not be considered indicative of the redoltse expected for any future period.

Competition in the market for electronic interconnect solutions is intense, and could reduce our salesd prevent us from achieving o1
maintaining profitability.

The market for electronic interconnect solutionsmiensely competitive, highly fragmented and rapahanging. We expect
competition to persist, which could result in cantd reductions in pricing and gross margins assl & market share. We believe our major
competitors are the large United States and intemel independent producers that manufacture hayétr printed circuit boards, provide
backplanes and other electronic assemblies, ard @fiick-turn services, such as Dynamic Details, IMziltek (a division of Flextronics
International Ltd.), Sanmina-SCI, TTM Technologies. and Tyco International Ltd. New and emergiechinologies may result in new
competitors entering our market.

Many of our competitors and potential competitoesyrhave a number of significant advantages oveinakjding:

« significantly greater financial, technical, marketiand manufacturing resourc

» preferred vendor status with our existing and piénustomers; an

* larger customer base
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In addition, these competitors may have the aliitityespond more quickly to new or emerging techgigls, may adapt more quickly to
changes in customer requirements and may devos¢egn@sources to the development, promotion aledo$aheir products than we can. We
must continually develop improved manufacturinggesses to meet our customers’ needs for compledupts, and our basic interconnect
technology is generally not subject to significardprietary protection. We may not be able to neamor expand our sales if competition
increases and we are unable to respond effectilei§ing recessionary periods in the electronicsisitid/, our competitive advantages in the
areas of providing an integrated manufacturingt8miuand responsive customer service may be legeriiant to our customers than they are
in a more favorable economic climate. Our custornaxe become very price sensitive.

Price competition from printed circuit board maratéaers in Asia and other locations with lower praiibn costs may play an
increasing role in the printed circuit board maskietwhich we compete. While historically printddcait board manufacturers in these
locations have primarily competed only in marketsléss technologically advanced products, theyeapanding their technology to include
relatively higher technology printed circuit boattlan those historically manufactured. These coitgogetmay gain market share in the hig
technology printed circuit board market, which niye a material adverse effect on the pricing ofppaducts and our gross margin and |
cause our sales to decrease.

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

Historically, we have derived a significant portiohour revenue from a limited number of customenst top five OEM customers
represented 60%, 65% and 64% of our net salesdalf003, 2002 and 2001, respectively. We expeodmtinue 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
major customers could reduce our revenues and iatexdversely affect our financial condition are$ults of operations. Additionally,
many of our new customers are relatively small canigs, and our future business with them may bafaigntly affected by their ability to
continue to obtain financing. If they are unabl®ldain adequate financing, they will not be abl@drchase products, which, in the
aggregate, would materially adversely affect owsitess, results of operations and financial comdliti

Because we sell on a purchase order basis, we aobject to uncertainties and variability in demand by our customers, which could
decrease revenues and negatively impact our operag results.

We sell to customers on a purchase order basisrrdtan pursuant to long-term contracts, and, apresgtly, our net sales are subject to
short-term variability in demand by our customé&usstomers submitting a purchase order may careshlice or delay their order for a variety
of reasons. The level and timing of orders placedur customers vary due to:

» customer efforts to manage inventc

» changes in customers’ manufacturing strategies) as a decision by a customer to either diversifgonsolidate the number of
printed circuit board manufacturers used or to rfecture their own products internally; a

« fluctuation in demand for our custom’ products

We have experienced terminations, reductions atayslén our customers’ orders. Further terminatisaductions or delays in our
customers’ orders could decrease our revenuesegatinely affect our business, results of operatiamd financial condition.
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We may be unable to successfully utilize productioassets that are currently idled, which may negat®ly impact our operating results.

We have constructed a 90,000 square foot leasedfawaring facility located in Wood Village, Oregand have installed select
manufacturing equipment at that location as paét planned capacity expansion program. The fadility been idle since construction and
initial equipment testing was completed in Jan292. If demand for our product does not returtetels sufficient to justify the start-up of
the Wood Village facility we may either abandowritimpair its value, either of which would have aterial adverse impact on our operating
results.

If we start-up the Wood Village facility, we mayaunter significant start-up risks including:

» delays in receiving and installing required mantifeng equipment

 labor shortages; ar

» production sta-up problems that could prevent us from meetingomstome’s delivery schedule

In addition, we would incur new fixed operating erges associated with the start-up of Wood Villagguding increased depreciation
expenses. If our revenues do not increase sufflgiemoffset these expenses, our operating resudtg be harmed. In addition, the electronics
industry is cyclical and subject to significant romic downturns characterized by diminished prodiechand, rapid declines in average
selling prices and over-capacity. Unfavorable eooicaconditions affecting the electronics industmgeneral, or any of our major customers,
may affect our ability to successfully utilize additional manufacturing capacity in an effectivarmer, which could adversely affect our
operating results.

We rely on suppliers for the timely delivery of rawmaterials used in manufacturing our printed circuit boards, and an increase in
industry demand or the presence of a shortage fohese raw materials may increase the price of thesaw materials and reduce our
gross margins.

To manufacture our printed circuit boards, we ase materials such as laminated layers of fiberglessper foil and chemical solutio
which we order from our suppliers. Although we haveferred suppliers for most of our raw materitile, materials we use are generally
readily available in the open market, and numeunther potential suppliers exist. However, from tito¢gime manufacturers of products that
also use these raw materials increase their defioatklese materials and, as a result, the pricéisesle materials increase. During these
periods of increased demand, our gross marginsdeergase as we have to pay more for our raw mistelriaaddition, if a raw material
supplier fails to meet our quality and other regmients, this could adversely affect our net saldsoperating profit. Suppliers may from tii
to time extend lead times, limit supplies or insegrices due to capacity constraints or otheofactvhich could adversely affect our ability
to deliver our products on a timely basis.

We may be exposed to intellectual property infringment claims by third parties which could be costlyto defend, could divert
management’s attention and resources and, if sucadsl, could result in liability.

We could be subject to legal proceedings and clémalleged infringement by us of third party prepary rights, such as patents. Any
claims relating to infringement, even if not meribais, could result in costly litigation and divenanagement’s attention and resources. If we
do not prevail in any litigation as a result of sadlegations, our results of operations and firgreondition could be affected.

Products we manufacture may contain design or manatturing defects, which could result in reduced dewnd for our services and
liability claims against us.

We manufacture products to our customers’ spetiding, which are highly complex and may containiglesr manufacturing errors or
failures despite our quality control and qualitgasince efforts. Defects in the
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products we manufacture, whether caused by a designufacturing or materials failure or error, magult in delayed shipments, customer
dissatisfaction, or a reduction or cancellatiopwifchase orders. If these defects occur eithergelquantities or too frequently, our business
reputation may be impaired. Since our productsiaesl in products that are integral to our custohbersinesses, errors, defects or other
performance problems could result in financial threo damages to our customers beyond the cosegdrthted circuit board, for which we
may be liable. Although our invoices and salesrayeanents generally contain provisions designedtrtid dur exposure to product liability

and related claims, existing or future laws or unfable judicial decisions could negate these &tion of liability provisions. Product

liability litigation against us, even if it were successful, would be time consuming and costlyeferd. Although we maintain a warranty
reserve, we cannot assure you that this reservdevdufficient to cover our warranty or other expes that could arise as a result of defects
found in our products.

Acquisitions may be costly and difficult to integrde, may divert management resources and may dilughareholder value.

As part of our business strategy, we may make attguis of, or investments in, companies, prodoct®chnologies that complement
our current products, augment our market coveragigance our technical capabilities or productiqracdy or that may otherwise offer
growth opportunities. In connection with these asijons or investments, we could:

 issue stock that would dilute our current sharediw’ percentage ownershi
 incur debt and assume liabilities that could imeair liquidity; and

 incur amortization expenses related to intangibkets; 0

 incur large and immediate wr-offs that would reduce net incorn

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

* unanticipated cost:

 diversion of manageme’s attention from our core busine

» adverse effects on existing business relationshigssuppliers and custome!

» entering markets in which we have limited or n@pgxperience; an

» potential loss of key employees, particularly thokthe purchased organizatic

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

Our manufacturing process depends on the collectivexperience of our manufacturing employees in oundustry. If these employees
were to leave us and take this knowledge with thenour manufacturing process may suffer and we may ridoe able to compete
effectively.

We have limited patent or trade secret protectiwrofir manufacturing process, but instead relyhencbllective experience of our
employees in the manufacturing process to ensureowenuously evaluate and adopt new technologiesir industry. Although we are not
dependent on any one employee or a small numbEmpfoyees, if a significant number of our employi@eslved in our manufacturing
process were to leave our employment and we weralie to replace these people with new employessaemparable experience, our
manufacturing process may suffer as we may be artatdeep up with innovations in the industry. A®sult, we may not be able to contir
to compete effectively, which would have a negaéffect on our business, financial condition arglihes of operations.

20



Table of Contents

If we lose key management, engineering, sales anarketing and professional services personnel, we all experience reduced sales,
delayed product development and diversion of manageent resources.

Our success depends largely on the continued batitths of our key management, engineering, saldsraarketing and professional
services personnel, many of whom would be diffitoilteplace. We do not have employment or non-coenggreements with our key
personnel. If one or more members of our senioragement were to resign, the loss of personnel aesidt in loss of sales, delays in new
product development and diversion of managemenuress, which would have a negative effect on asirtess, financial condition and
results of operations. We do not maintain “key mastirance policies on any of our personnel.

The market price of our common stock has been depssed, and may decline further. Based on the variodactors that cause
fluctuations in our stock, we expect the trading pice of our common stock to remain highly volatile.

The trading price of our common stock has fluctdatignificantly and generally declined, from antatie high of $69.00 per share on
September 25, 2000 to a low for fiscal 2003 of 838r share on March 26, 2003. The market pricmiotommon stock may decline further
as a result of a number of factors. Factors thaldccontinue to cause fluctuations in the marketgoof our common stock include:

» actual and anticipated variations in our operatésylts;

» general economic and market conditic

* interest rates

 geopolitical conditions throughout the wor

» general conditions, including changes in demarttiérprinted circuit board industry and the end ratgkvhich it serves

» perceptions of the strengths and weaknesses gfitted circuit board industry and the end marketgh it serves

 our ability to pay principal and interest on oubtiehen due

» developments in our relationships with our lendeustomers, and/or supplie

» announcements of alliances, mergers or other oelstiips by or between our competitors and/or oppléers and customer

» announcements of plant closings, layoffs, restnirogis or bankruptcies by our competitors; i

» developments related to regulations, including emrmental and wastewater regulatic

We expect this volatility to continue in the futuhe addition, any shortfall or changes in our mwe, gross margins, earnings or other
financial results could also cause the price ofammmon stock to fluctuate significantly. In recgatrs the stock market in general has
experienced extreme price and volume fluctuatibas have affected the printed circuit board induatrd that may be unrelated to the
operating performance of the companies within tliedastries. These broad market fluctuations maseestly affect the market price of our
common stock and limit our ability to raise capitaffinance transactions using equity instruments.
We are exposed to the credit risk of some of our stomers and to credit exposures in weakened marke#sd foreign countries.

Most of our sales are on an “open credit” basith wiandard industry payment terms. We monitoniiddial customer payment
capability in granting such open credit arrangemesgek to limit such open credit to amounts wiebelthe customers can pay, and maintain
reserves we believe are adequate to cover exposure
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for doubtful accounts. Because of the current stomrdin the global economy and the electronics itigusur exposure to credit risks from
our customers has increased. Although we have gnaogyin place to monitor and mitigate the associasidthose programs may not be
effective in reducing our credit risks. There heen bankruptcies among our customers causingiosuofinancial losses. If economic
conditions do not improve, additional losses maynicarred and may be material. We also have salexpen credit to customers located in
foreign countries and collection of amounts duasdrom these customers is subject to risks frotemi@l changes in the global geopolitical
environment. Although losses have not been materidhte, future losses, if incurred, could harmtusiness and have a material adverse
effect on our operating results and financial ctodi

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 anéiciicals. Water used in the printed circuit
board manufacturing process must be treated tovemnetal particles and other contaminants befararitbe discharged into the municipal
sanitary sewer system. As a result, we are sutgjedrious federal, state, local and foreign envinental laws and regulations, including
those governing the storage, use, discharge apdsidisof hazardous substances in the ordinary eairsur manufacturing processes.
Although we believe our current manufacturing opieres comply in all material respects with applieaénvironmental laws and regulations,
environmental legislation has been enacted andimte future be enacted or interpreted to creatr@nmental liability with respect to our
facilities or operations. We may be responsibleliercleanup of any contamination discovered atauent and former manufacturing
facilities and could be subject to revocation afnpiés necessary to conduct our business. FurtheGamnot guaranty that additional
environmental matters will not arise in the futatesites where no problem is currently known agits that we may acquire in the future. If
we are responsible for cleanup, subjected to oseadditional regulation or fail to obtain or mainteequired permits, our business, results of
operations and financial condition could be negdyiaffected.

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

Our exposure to market risk for changes in interasts relates primarily to the increase or deer@athe amount of interest income we
can earn on our funds available for investment.engure the safety and preservation of our invgatiedipal by limiting default risk, market
risk and reinvestment risk. We mitigate defaulk by investing in high-credit quality securitiese\ilo not believe that changes in interest
rates will have a material effect on our liquidifynancial condition or results of operations.

We do not have interest rate risk in our long-telebt and do not enter into interest rate swap aggats. A change in interest rates
would not affect interest expense on the $25.0Gonill6.5% convertible debenture because that imgtni bears a fixed rate of interest.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.
REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Shareholders of
Merix Corporation:

In our opinion, the accompanying balance sheetstadelated statements of operations, of sharehsiléquity and of cash flows
present fairly, in all material respects, the ficiahposition of Merix Corporation (the Company)May 31, 2003 and May 25, 2002, and the
results of its operations and its cash flows farheaf the three years in the period ended May 8032n conformity with accounting
principles generally accepted in the United StafeSmerica. These financial statements are thearesipility of the Company’s management;
our responsibility is to express an opinion on é#sancial statements based on our audits. Weumiad our audits of these statements in
accordance with auditing standards generally aedeiptthe United States of America, which requirat wve plan and perform the audit to
obtain reasonable assurance about whether thecfal@tatements are free of material misstatenf@ntiudit includes examining, on a test
basis, evidence supporting the amounts and digelsesn the financial statements, assessing theuatiog principles used and significant
estimates made by management, and evaluating dralbfinancial statement presentation. We belignag our audits provide a reasonable
basis for our opinion.

P RICEWATERHOUSEC OOPERY.LP

Portland, Oregon
June 27, 2003
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Current asset:
Cash and cash equivalel
Shor-term investment

MERIX CORPORATION

BALANCE SHEETS
(In thousands)

ASSETS

Accounts receivable, net of allowance of $945 a@@B$ respectivel

Inventories

Income tax receivabl
Deferred tax assi
Other current asse

Total current asse
Property, plant and equipment, |
Deferred tax assi
Other asset

Total asset

LIABILITIES AND SHAREHOLDERS '’ EQUITY

Current liabilities:
Accounts payabl
Accrued compensatic
Accrued warrant
Other accrued liabilitie

Total current liabilities
Long-term deb

Total liabilities

Commitments and contingencies (Note

Shareholder equity:

Preferred stock, no par value; authorized 10,0@0exh) none issue
Common stock, no par value; authorized 50,000 sh@sued and outstanding 2003: 14,650 shares; 2002

14,411 share
Unearned compensatit
Retained earnings (los

Total shareholde’ equity

Total liabilities and sharehold¢ equity

See the accompanying Notes to Financial Statements.
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May 31,

2003 2002
$ 42,45 $ 42,63¢
1,514 9,292
13,25 10,80¢
6,221 5,007
— 1,69
— 1,57¢
79¢ 1,03¢
64,24« 72,04¢
76,37¢ 83,641
— 5,392
94C 115
$141,56( $161,20:
$ 7,31¢ $ 6,46¢
2,87¢ 2,42¢
892 1,31C
1,032 2,191
12,11¢ 12,40:
25,00( 16,00(
37,11¢ 28,40:
104,91° 103,18¢
2 —
(479 29,61(
104,44: 132,79¢

$141,56( $161,20:
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Net sales

Cost of sale:

Gross profit (loss

Operating expense
Engineering
Selling, general and administrati
Restructuring and related activiti

Total operating expens
Operating income (lost
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 calculatic
Basic
Diluted

MERIX CORPORATION
STATEMENTS OF OPERATIONS

(In thousands, except per share data)

See the accompanying Notes to Financial Statements.
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Years ended May 31,

2003 2002 2001
$9457: $8650(  $183,90(
96,97: 87,08( 126,10
(2,399 (580) 57,79¢
6,15: 5,66¢ 5,36(
11,29’ 11,18 13,37:

2,052 — —
19,50: 16,84¢ 18,73:
(21,900 (17,429 39,06
1,081 2,01¢ 4,46(
(1,709) (620) (2,03
(971) (68€) (102)
(23,499 (16,716 41,38¢
(6,58F) 7,13¢ (14,79
$(30,08) $ (9,580 $ 26,59
$ (207 $ (065 $ 1.9¢
$ (207 $ (06§ $ 1.84
14,51¢ 14,08: 13,54(
14,51¢ 14,08: 14,47¢
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MERIX CORPORATION

STATEMENTS OF SHAREHOLDERS' EQUITY
(In thousands)

Common Stock

Unearned Retained
Shares Amount Compensation Earnings Total

Balance at May 31, 20( 13,31: $ 89,13¢ $ — $ 12,59: $101,73:
Net income — — — 26,597 26,597
Exercise of stock optior 34¢€ 2,38: — — 2,38:
Stock issued under defined contribution [ 14 51¢ — — 51¢
Tax benefit related to exercise of stock opti — 2,97¢ — — 2,97¢
Shares surrendered or cance 1) (14) — — (14)
Balance at May 31, 20( 13,67: 95,00¢ — 39,19( 134,19:
Net loss — — — (9,580 (9,580
Exercise of stock optior 717 3,94 — — 3,94
Stock issued under defined contribution 23 397 — — 397
Tax benefit related to exercise of stock opti — 3,84¢ — — 3,84¢
Balance at May 31, 20( 14,41 103,18¢ — 29,61( 132,79¢
Net loss — — — (30,087 (30,087
Exercise of stock optior 60 311 — — 311
Stock issued under defined contribution 17¢ 1,24( — — 1,24(
Tax benefit related to exercise of stock opti — 10z — — 10z
Stock options granted to n-employee: — 7 @) — —

Amortization of unearned compensat — — — 5
Shares surrendered or cance — 2 — — 2
Compensation expense for modification of stockays — 70 — — 70
Balance at May 31, 20( 14,65( $104,91° $ 2 $ (479 $104,44.

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 meshc(used in) provided by operating
activities:

Depreciation and amortizatic
Tax benefit related to exercise of stock opti
Deferred income taxe
Contribution of common stock to defined contribatjgan
Loss on impairment and disposal of as:
Compensation expense on stock opti
Other

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

Net cash (used in) provided by operating activi

Cash flows from investing activities:
Capital expenditure
Investments

Purchase
Maturities
Proceeds from sale of ass

Net cash provided by (used in) investing activi

Cash flows from financing activities:
Long-term borrowings
Proceed:

Principal payment

Exercise of stock optior
Deferred financing cos
Reacquisition of common stoi

Net cash provided by (used in) financing activi

(Decrease) increase in cash and cash equivz
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,

2003 2002 2001
$(30,08) $ (9580 $ 26,59
10,67¢ 10,59: 9,46(
102 3,84¢ 2,97¢
6,96¢ (6,869 6,87¢
1,24¢ 397 51¢
1,96¢ 217 1,50(
75 — —
(28) (81) (60)
(2,445 5,08: 4,20
(1,220) 1,23¢ 3,20(
1,69¢ (364) (1,329
44¢ 40€ (1,015)
99¢ (2,795) (2,60€)
45¢ 33¢ (1,729
(418) (179) 1,017
(1,137 407 (1,759
(10,71%) 2,65( 47,84
(5,194 (16,809 (31,61%)
(1,544) (5,800  (107,02)
9,32¢ 40,99: 62,53
8 18 20¢
2,59¢ 18,40: (75,890
25,00 — —
(16,000) (9,149 (9,150)
311 3,94¢ 2,38¢
(1,376) — —
2 — (14)
7,93: (5,205) (6,781)
(185) 15,84¢ (34,82%)
42,63¢ 26,79 61,61
$4245.  $4263¢ $ 26,79
$ 1,628 $ 146¢ $ 2,25
— 1,367 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 sophisticatettebnic equipment. The Company’s
principal products are complex multilayer printétgit boards, which are the platforms used tortaanect microprocessors, integrated
circuits and other components that are essentthltoperation of electronic products and systdrhe.Company provides solutions to
original equipment manufacturers (“OEM”s) and cantmanufacturers in various end markets of thet@eics industry, including the
communications, high-end computing and storage testcand measurement end markets. The Companigdpsats customers with a broad
range of products and services including quick-prototype, pre-production and volume printed dirboards and backplanes.

Fiscal Year

The Company'’s fiscal year is the 52- or 53-weekqgukeending the last Saturday in May. Fiscal yedd2 a 53-week year ended May
31, 2003 and fiscal years 2002 and 2001 were 5Xwears ended May 25, 2002 and May 26, 2001, réispéc For convenience, all of the
Company’s fiscal years are presented as ended gr3ila

Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make
estimates and assumptions that affect the repartemints of assets and liabilities, the disclosfi@ntingent assets and liabilities at the date
of the financial statements and the reported ansonfisales and expenses during the reporting pekictdal results could differ from those
estimates. Significant estimates and judgments rogdranagement of the Company include matters asawllectibility of accounts
receivable, realizability of inventories, estimataxbts of warranty obligations, impairment of ldiged assets and valuation of deferred tax
assets.

Balance Sheet Financial Instruments: Fair Values
The carrying amounts reported in the balance dbeshort-term investments, accounts receivableaandunts payable approximate
fair value because of the short-term maturity esthfinancial instruments. The carrying amountdog-term debt approximates its fair value
because the related interest rates are compamatdéets currently available to the Company for delit similar terms and maturities.
Reclassifications
Reclassifications have been made to amounts in peiaxs to conform to current year presentatios€hchanges had no impact on
previously reported results of operations or shalders’ equity.
Cash and Cash Equivalents
Cash and cash equivalents consist of cash in t@rk&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 asthtthturity. Such investments are reported at ameattcost with associated
premium or discount amortized to interest incomerdtie lives of the investments. Amortized costrapipnates market value at May 31,
2003 and 2002.

Short-term investments at May 31, 2003, which haeturities of less than one year, are composedrnpbeate bonds of $1,514. Short-
term investments at May 31, 2002 were composeomieercial paper of $1,998, asset-backed secudfi$2,271 and corporate bonds of
$5,025.

Inventories

Inventories are valued at the lower of cost or raaend include materials, labor and manufacturveyteead. 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 improvemirisiding related interest and
qualifying internal costs, are capitalized. Depa#ion is calculated, using the straight-line methmabsed on the estimated useful lives of
depreciable assets as follows: up to 40 yearsuibdibgs, 10 to 20 years for grounds and 3 to 1&yéor machinery and equipment.

Long-lived Assets

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

Revenue Recognition
The Company recognizes revenue upon the shipmetst pfoducts to the customer provided that the gamy has received a purchase
order, the price is fixed, title has transferreal|lextion of the resulting receivable is reasonasgured, product returns are reasonably
estimable, there are no customer acceptance rewgits and there are no remaining significant obbga. The Company provides a
provision for bad debts at the time revenue isgaed. During fiscal years 2003, 2002 and 2004, debt writeeffs have been insignificar
Warranty
The Company generally warrants its products foer@og of up to twelve months from the manufactusedA provision for the
estimated cost of the warranty is recorded upopnsént.
Engineering Expense
Expenditures for engineering of products and mastufing processes are expensed as incurred.
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MERIX CORPORATION
NOTES TO FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

Net Income (Loss) Per Share

Basic net income (loss) per share is computed ubmgveighted average number of shares of comnuak siutstanding for the period.
Diluted net income (loss) per share is computedguie weighted average number of shares of constoak and dilutive common
equivalent shares related to stock options outgtgrdliring the period. A total of 3,547,963 shatest were either convertible under the
debenture agreement or options to purchase sharmesnaet included in the net loss per share caiondor fiscal year 2003 because to do so
would have been antidilutive. Stock options to pase 1,095,458 shares were not included in thimseper share calculation for fiscal year
2002 because to do so would have been antidilutieeemental shares of 938,972 for fiscal year 208hted to outstanding stock options,
were included in the calculations of diluted netame per share. Of the stock options outstandigegt31, 2003, 2002 and 2001, 3,161,008,
551,036 and 85,937, respectively, had exercisepabove the average market price of the underbongmon stock for the respective fiscal
years.

On July 28, 2000, the Company declared a threésorstock split of outstanding common shares inftine of a stock dividend for
holders of record as of August 10, 2000. The stptit was effected on August 25, 2000. Shares anéhnome (loss) per share were reste
retroactively, to reflect the stock split for a#tnods presented.

Comprehensive Income (Loss)
The Company has not had any transactions in corapsde income (loss) for the periods presentece@dor net income (loss).

Income Taxes

The Company accounts for income taxes under thet asd liability method. Accordingly, deferred tassets and liabilities are
recognized for the future tax consequences ataiatto differences between the financial staternamying amounts of assets and liabilities
and their respective tax bases. Deferred tax aasdtfiabilities are measured using enacted ta@sraxpected to apply to taxable income ir
years in which those temporary differences are etepleto be recovered or settled. The effect onrteddax assets and liabilities of a cha
in tax rates is recognized in income in the petiat includes the enactment date. Valuation all@m@arare established when necessary to
reduce deferred tax assets to the amounts expiecbedrealized.

Segment Reporting

The Company operates within one business segmeagfimed in Statement of Financial Accounting Stemd (“SFAS”) No. 131,
“Disclosures about Segments of an Enterprise amat®&ElInformation”. The Company uses a single petida facility to produce similar,
customized products for its customers. The prododacilities, sales management and chief decisiakers for all processes are manage
the same executive team. The Company does not mamakgr separate profit and loss analysis indivigt@esses or components of its
business, nor does it have multiple plants thatipce different products. Additionally, the Compdras no long-lived assets outside the
United States. See Note 12 for revenues from foreigstomers outside the United States. See Nofer Ii3formation regarding significant
customers.

Stock-Based Compensation

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

No. 25") and complies with the disclosure provisions &A% No. 123, “Accounting for Stock-Based Compernsati Under APB No. 25,
because the exercise price of stock options graotddte equals the market price of the underlgtogk on the date of grant, no
compensation expense is recorded. Income tax bhenéfiny, related to stock option exercises aidea to the stated value of common stock.
See Note 7.

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

Years ended May 31,

2003 2002 2001
Net income (loss) as report $(30,089)  $ (9,580  $26,59°
Stock based compensation expense determined ureléit value method, net of

tax (4,79) (4,069 (2,359
Net income (loss) pro formr (34,879 (13,649 24,23¢
Net income (loss) per share, as repo
Basic $ (207 $ (068 $ 1.9¢
Diluted $ (207) $ (068 $ 1.84
Net income (loss) per share, pro for
Basic $ (240 $ (09) $ 1.7¢
Diluted $ (240 $ (09 $ 1.67

Recent Accounting Pronouncements

In October 2001, the Financial Accounting Stand&dard (“FASB”) issued SFAS No. 144, “Accounting fbe Impairment or
Disposal of Long-Lived Assets” (“SFAS 144") whichpersedes SFAS No. 121, “Accounting for the Impaintrof Long-Lived Assets and
for Long-Lived Assets to be Disposed of” (“SFAS 12 BFAS 144 retains the fundamental provisionSBAS 121 regarding the recognition
and measurement of the impairment of long-liveess® be held and used and the measurement cfil@mthassets to be disposed by sale,
but provides additional definition and measurenweitéria for determining when an impairment hasurced. Goodwill and financial assets
are excluded from the scope of SFAS 144; howeveortizable intangible assets fall within its scopke Company adopted SFAS 144 for
fiscal year 2003. The adoption of SFAS 144 didheote a material effect on the Company’s financgaiion or results of operations.

In May 2002, the FASB issued SFAS No. 145, “Resaissf FAS Nos. 4, 44, and 64, Amendment of FAS&®] Technical
Corrections” (“SFAS 145”). Among other things, SFA&b rescinds various pronouncements regarding eatinguishment of debt and
allows extraordinary accounting treatment for easttinguishment only when the provisions of AccangtPrinciples Board Opinion No. 30,
“Reporting the Results of Operations, ReportingEffects of Disposal of a Segment of a Businesd,Extraordinary, Unusual and
Infrequently Occurring Events and Transactions”raet. SFAS 145 provisions regarding early extinignisent of debt are generally effective
for fiscal years beginning after May 15, 2002. Twmpany adopted the SFAS 145 for fiscal year 2008.adoption of SFAS 145 did not
have a material effect on the Company’s financtedifion or results of operations.

In November 2002, Financial Accounting StandardarBdFASB) issued FIN 45, Guaran®Accounting and Disclosure Requireme
for Guarantees, Including Indirect Guarantees débtedness of Others, which elaborates on theodisies to be made by a guarantor in its
interim and annual financial statements abouthtgyations under certain guarantees that it hageslt also requires that a guarantor
recognize, at the inception
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of a guarantee, a liability for the fair value bétobligation undertaken in issuing the guarark&e.initial recognition and measurement
provisions of this interpretation are applicableaoprospective basis to guarantees issued or raddifter December 31, 2002. In addition,
FIN 45 requires special disclosures for productramties. The Company adopted the disclosure remeines of FIN 45 during the third
quarter of fiscal 2003. The adoption of the diselesrequirements of FIN 45 did not have a matetfiict on the Company’s financial
position or results of operations.

In December 2002, the FASB issued SFAS No. 148piating for Stock-Based Compensation Transition Bisglosure, An
Amendment of FASB Statement No. 123, (“SFAS 148FAS 148 amends certain provisions of SFAS No. A28punting for Stock-Based
Compensation, (“SFAS 123") and provides alternathathods of transition in voluntary adoptions 0ASF123. The Company accounts for
its stock-based compensation in accordance witlpttréisions of APB Opinion No. 25, Accounting faiogk Issued to Employees. The
Company adopted the disclosure requirements of SE8uring the fourth quarter of fiscal 2003. Huwption of the disclosure
requirements of SFAS 148 did not have a materfacebn the Company’s financial position or resolt®perations.

Note 2. Inventories

May 31,
2003 2002
Raw material $ 72C $ 71¢
Work in proces: 3,471 1,992
Finished good 2,03¢ 2,297
Total $6,227 $5,007%
Note 3. Property, Plant and Equipment
May 31,
2003 2002
Land $ 2,19 $ 2,19
Buildings and ground 32,47¢ 32,91¢
Leasehold improvemen 8,841 8,841
Machinery and equipme 83,60« 89,36¢
Construction in progres 20,16¢ 21,33¢
Total 147,28t 154,66(
Accumulated depreciatic (70,919 (71,019
Property, plant and equipment, | $ 76,37¢ $ 83,64,

The Company capitalized interest related to expengiojects of $942 and $296 in fiscal 2002 and208spectively. Capitalized
interest is amortized over the depreciable lifthefassets to which it relates. The Company reeegdnilepreciation expense of $10,340,

$10,456 and $9,390 in fiscal 2003, 2002 and 20&dpectively.
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Note 4. Long-Term Debt

May 31,
2003 2002
Convertible debentur $25,00( $ —
Senior unsecured not — 16,00¢(
Total 25,00( 16,00(
Less current portio — —
Long-term deb $25,00( $16,00(

At the end of fiscal 2002, the Company had outstan®16,000 senior unsecured notes held by twaémae companies. Interest was
payable semi-annually at a rate of 7.92%. The nutegided for semi-annual principal payments ofd88, with a final principal payment of
$8,000 in September 2003. The notes containedicditancial covenants, including minimum net wordlebt ratio and interest coverage
ratio and a make-whole provision covering potergigpayment penalties. As of the end of fiscal 2002 Company was not in compliance
with the covenant that specified a minimum intecdstrges coverage ratio. The balance of these matesepaid in full at the beginning of
fiscal 2003 with the proceeds of the sale of a ettitle debenture discussed below.

In the first quarter of fiscal 2003, the Companiyately sold $25,000 of 6.5% convertible debentuhes May 2007. The debentures are
unsecured, are convertible into shares of our comshock 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. The delrentantains a put option that entitles the
holder to require the Company to redeem the debeiatua price equal to 110% of the principal bagamgon a change in control of the
Company. This put option will be marked+tmarket quarterly and any effect will be shown ia 8tatement of Operations. There was no €
on the Statement of Operations in fiscal 2003. Thmpany does not anticipate that the derivativéhaive significant value because no
change of control is currently contemplated. Thigetiéures contain a debt ratio incurrence covenahtlze Company was in compliance with
this covenant as of May 31, 2003. A portion of piheceeds of this financing were used to repay lirtlie remaining $16,000 of senior
unsecured notes outstanding at the end of fisda2.20

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

Note 5. Lease Agreements

The Company leases certain manufacturing equipomegder an operating lease that arose from a $54letasd leaseback transaction.
At May 31, 2003, the Company had $4,397 of equigmemaining under this agreement. Deferred gaiasvtere recorded at the time of the
transaction are amortized on the straight-lineshaser the life of the lease and, as of May 3132@ie unamortized gain was $33. The lease
agreement includes certain financial covenantaidiog minimum net worth, debt to capitalization atebt service coverage requirements.
The Company has not been in compliance with thecant that specifies a minimum debt service coweratio since the third quarter of
fiscal 2002. Compliance with this covenant has beaived by the lessor through the first quartefisifal 2004. The lease is classified as an
operating lease.

The lease includes a buy-out provision wherebyGbmpany has the option to purchase the equipmehéand of the fourth year. The
Company has informed the lessor of its intentioaxercise the buy-out option
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and, accordingly, will pay $1,107 in the secondrtpreof fiscal 2004 and $387 in the third quartefiscal 2004 for the purchase of the
equipment. Outstanding minimum lease paymentsingt$375 will be paid in monthly installments uritie buy-out.

In August 2000, the Company entered into a leaseeagent for a manufacturing facility located in Vddillage, Oregon related to an
ongoing capacity expansion program. Lease payniegtan in July 2001 and will escalate at specifiofgoover the minimum ten year term
of the lease, and rent expense is recognized ostithight line basis. The Company has the optiextend the initial term of the lease for
three consecutive periods of five years each. €asd is classified as an operating lease.

Rental expense under operating leases was $1,585%and $1,062 in fiscal years 2003, 2002 and 2@&pectively. Minimum lease
payments related to operating leases for certaimufaaturing equipment, including the buy-out, amel ¥Wood Village facility which has a
lease term in excess of 12 months, are as follows:

Minimum

Payments Undet
Operating Lease!

Years Ended May 31,

2004 $ 2,371

2005 544
2006 547
2007 57¢
2008 58C
Thereafte 1,89¢

Total minimum lease paymer $ 6,51¢

Note 6. Accrued Warranty
Warranty activity for the year ended May 31, 2008sisted of the following:

Year Ended

May 31, 200

Balance at the beginning of the per $ 1,31C
Accruals for warranties issued during the pe 1,54¢
Accruals or changes in estimates related t-existing warrantie (4349
Settlements made during the per (1,530
Balance at the end of the peri $ 892

Note 7. Stock-Based Compensation Plans

The Company has a 1994 Stock Incentive Plan (“881Plan”) for employees, consultants and direatdthe Company that was
approved by the shareholders of the Company. TBé P$an, as amended, permits the grant of up @3B0 shares of authorized common
stock in the form of incentive stock options, narlified stock options, stock bonus rights, restdcstock awards and performance based
awards to employees, independent contractors amslittants. The 1994 Plan provides for automati@opgrants to directors not affiliated
with Merix of 20,000 shares at the time first edgtto the board and 5,000 shares annually thereafte
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In fiscal 2001, the Board of Directors approved Merix Corporation 2000 Nonqualified Stock Optiolaf® (“the 2000 Plan”). At May
31, 2003, the 2000 Plan, as amended, permittegrére of up to 4,000,000 shares of authorized comstock in the form of nonqualified
stock options and stock awards to employees, dirgeind to non-employee consultants, agents amgémdient contractors and advisors who
provide services to the Company. The number ofeshsubject to stock options and stock awards gi¥antefficers and directors in any giv
year cannot exceed 25% of the total number of stgubject to awards granted in that yi

In both plans, a committee or the Board of Dirextoas the authority to determine option pricesdai, all options have been grante
the fair market value of the stock at the daterahy The options generally become exercisabléhataver a four-year period beginning one
year after the date of grant and expire five toyears from the date of gra

A summary of stock option activity for both plassais follows:

Weighted

Average

Price Per

Number of
Shares Share

Outstanding at May 31, 20( 2,146,58! $ 6.4z

Granted 506,42! 26.1¢

Cancelec (105,69)) 11.4¢

Exercisec (345,91) 6.9C

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:

Granted 1,328,52! 8.4¢

Cancelec (112,85) 13.5¢

Exercisec (59,69) 5.1¢

Outstanding at May 31, 20( 3,315,33. $12.4¢
Options Exercisabl

May 31, 2001 1,074,04. $ 6.7¢

May 31, 200z 786,75 $ 10.6¢

May 31, 2002 1,259,75! $12.9(
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The following table summarizes information abowicktoptions outstanding for both plans at May 302

Options Outstanding Options Exercisable

Weighted Average

Number

Remaining

Outstanding Contractual Life (years)

Weighted Average

Number of Sharet

Weighted Average

Range of Exercise Prices Exercise Price Exercisable Exercise Price
$ 2.04-%$ 8.01 697,41 3.1: $ 5.8( 568,45: $ 5.5¢
8.08- 8.34 616,48: 6.5¢ 8.34 2,15¢ 8.1¢
8.54- 8.57 621,86: 6.07 8.57 15,06¢ 8.57
8.58- 16.80 712,40: 4.8: 13.8% 358,18 13.3¢
16.89- 67.06 667,16¢ 4.0¢ 25.52 315,89: 25.7¢
$ 2.04-$67.06 3,315,33. 4.87i $ 12.4¢ 1,259,75! $ 12.9C

The following weighted average assumptions weré us¢he Black-Scholes option pricing model foruiab all stock options granted
during fiscal years 2003, 2002 and 2001:

Years ended May 31,

2003 2002 2001
Risk-free interest rat 2.89% 3.68% 5.87%
Expected dividend yiel 0% 0% 0%
Expected live: 3.83 year: 3.72 year: 3.43 year
Expected volatility 110% 118% 116%

Using the Black-Scholes methodology, the total galfistock options granted during 2003, 2002 artidl 2@as $8,122, $10,559 and
$9,673, respectively. The Company would amortizethlue on a pro forma basis over the vestingopesf the options (typically four years)
if the fair value based methodology of accountiregenin use. The weighted average fair value obogtgranted during 2003, 2002 and 2001
was $6.13, $13.08 and $19.10 per share, respactivel

In the second quarter of fiscal 2003, the Compasyed options from the 2000 Plan to a non-emplogaesultant for services to be
provided for a term of one year. The Company hesgeized $5 of the estimated charge of $7 of cormgiEon expense in fiscal 2003, related
to this grant. Compensation expense associatedgte options is subject to quarterly revaluatisoughout the one-year term.

Note 8. 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 itsgeterm business strategy, and reserved 500,008ssh&Series A Preferred Stock for
purposes of the Plan. In connection with the adopbf the Plan, the Board of Directors declaredvaldnd distribution of one Right per shi
of common stock, payable to the shareholders afrceon April 25, 1997. A Right enables the holderder certain circumstances, to purcl
either Series A Preferred or Common Stock of them@any. The Company may redeem the Rights for $0p@0@ Right under certain
circumstances.

On March 20, 2002, the Board of Directors authatiaestock repurchase program that allows the Com@dmanagement’s discretion,
to purchase up to 700,000 shares of Merix commacksthrough June 2003. As of May 31, 2003, no pases have been made.
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Note 9. Income Taxes

Income tax expense (benefit) consists of federdistate income taxes. Deferred income taxes aegrdeted based on differences

between the financial reporting and tax bases sétasand liabilities, using currently enacted &tes. The provision for (benefit from) incol

taxes consisted of the following:

Current:
Federal
State

Total curren
Deferred:
Federal
State

Total deferrec
Valuation allowanct

Income tax expense (benel

Years ended May 31,

2003 2002 2001

$(7,26]) $(1,485) $ 6,687

(1,409 1,22¢
(8,664 (1,485 7,91¢
(1,130 (4,940 6,14(

(195) (712) 73€
(1,325  (5,65]) 6,87¢

16,57¢ — —

$ 6,58¢ $(7,136) $14,79:

The principal differences between taxes on incoomeputed at the federal statutory rate of 34% icaliyears 2003, 2002 and 2001 and

recorded income tax expense (benefit) were asvistlo

Tax computed at statutory re

State income taxes, net of federal ber
Permanent items and crec

Valuation allowanct

Resolution of IRS tax issues and other,

Income tax expense (benel

37

Years ended May 31,

2003 2002 2001

$(7,989  $(5,68)  $14,07:

(1,599) (711) 1,481
(659) (752) (18¢)

16,57 — —
252 10 (579

$ 6,58¢ $(7,13¢)  $14,79:
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Significant components of the Company’s deferradasset and liability were as follows:

May 31,
2003 2002
Deferred tax ass—current:
Inventories $ 70¢ $ 50¢
Vacation accrue 10:¢ 204
Sales allowance 367 39C
Other 36¢ 471
Deferred tax ass—current $ 1,54¢ $1,57¢
Deferred tax ass—Ilong-term:
Intangible basis differenc $ 487 $ 571
Fixed asset basis differen (2,447 (3,48¢)
Alternative minimum tax cred 54¢ 54¢
Net operating loss carryforwa 15,77: 7,661
Qualified research expenditures cre 842 95
Other (7€) 2
Deferred tax ass—long-term $ 15,02¢ $ 5,392
Total deferred tax ass 16,57 6,96¢
Valuation allowanct (16,579 —
Net deferred tax ass — $ 6,96¢

In the fourth quarter of fiscal 2003, the Compagagarded a valuation allowance against its defeardssets. The deferred tax assets
are comprised principally of net operating lossyfarwards generated during fiscal 2002 and fi&3 in the amount of $39,728 and
$48,308 for federal and state taxes, respectivVédig. ultimate realization of these deferred tax @ssedependent upon the generation of fu
taxable income before these carryforwards expegirming in fiscal 2018. Although the Company aptites future sustained profitability,
SFAS No. 109 requires that recent historical ofpegdbsses must weigh heavily in assessing thézedility of deferred tax assets. Thus, a
valuation allowance against the deferred tax asastrecorded because of losses generated durgad 2803 and fiscal 2002.

Note 10. Benefit Plan

The Company has a defined contribution plan, wihielets the requirements of Section 401(k) of therival Revenue Code, for all
regular employees and executive officers. Underphan, the Company matches employee contributisriellows; 100% of the first 3% of
an employee’s base pay and 50% of the next 3% efigrloyee’s base pay. The Company’s contributioag be made in cash or in the
Company’s stock. During fiscal years 2003, 2002 20@{, the Company’s contribution expense was $1,84,243 and $1,415, respectively.

Note 11. Concentrations of Credit Risk

The Company does not believe that at May 31, 2i00&d any significant credit risks. Financial mshents that potentially subject the
Company to concentrations of credit risk consigigipally of investments and trade accounts redde/arhe risk in investments is limited
due to the creditworthiness of
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investees comprising the portfolio and the divgrsitthe portfolio. For the purposes of evaluatiigl in receivables, the Company considers
the entity from which the receivable is due, whiam be either an OEM customer or its contract naetufer, depending upon the billing
arrangement. In total, six entities representedafmately 76% of the trade accounts receivablarz at May 31, 2003, individually
ranging from 6% to 39%. Thirty five percent of teaglccounts receivable, all of which are denominatédl S. dollars, are with entities loca
outside of the United States. The risk in tradeoants receivable is limited due to the creditwardsis of entities that we sell to and the
relatively stable geopolitical environment of treuntries in which these entities reside. The Compeas not had significant losses related to
its accounts receivable in the past.

Note 12. Sales by Geographic Area

Net sales by geographic area are attributed todhatry in which the OEM customer is domiciled opgposed to the domicile of its
contract manufacturer, if any. Because most salesntract manufacturers are directed by the OE8$focaer, which negotiates product
pricing and volumes directly with the Company, gfe®graphic locale of the contract manufacturer ca¢snaterially affect the Company’s
sales. During the years ended May 31, 2003, 20682601 there were no material revenues from anyichehl foreign country. Net sales by
geographic area are as follows:

May 31,
2003 2002 2001
Domestic $87,83¢ $83,56¢ $181,48t!
Europe 5,172 2,20¢ 2,381
Other 1,562 72¢ 28
Total $94,57: $86,50( $183,90(

Note 13. Significant Customers

In fiscal year 2003, two OEM customers represeBed% and 10.8%, respectively, of net sales. bafigear 2002, two OEM
customers represented 30.6% and 13.2%, respegtofahet sales. In fiscal year 2001, three OEM @mustrs represented 22.5%, 17.7% and
10.2%, respectively, of net sales.
Note 14. Related Party Transactions

The Company sells product through a contract matwufar whose Chairman and Chief Executive Officas\a member of the
Company'’s Board of Directors until his resignatfosm the Board of Directors in August 2001. Althdutihe Company ships to and bills the
contract manufacturer for these sales, procurenexisions related to volume, pricing and sourciregtgpically negotiated by the Company
with an OEM. Sales through this contract manufastuepresented 5.1% and 12.8% of sales in fisaaisy2002 and 2001, respectively.
Note 15. Commitments and Contingencies

Litigation

In the normal course of business, the Company regyalty to various legal claims, actions and comfsdaincluding actions involving

patent infringement and other intellectual propetaims. The Company believes
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that the disposition of these matters will not haveaterial adverse effect on the Company’s fir@nmasition, results of operations and cash
flows.

Commitments

The Company had capital commitments of approxirgekél2 million as of May 31, 2003, primarily relagi to the purchase of
manufacturing equipment at Wood Village.

The Company issued a standby letter of credit 6@9$000 to secure obligations due under employakhimsurance plans. This letter
of credit expired on July 1, 2002. The Company &saed a letter of credit for $94,000 to satigguirements of the lease agreement for the
Wood Village facility. This letter of credit expgeon February 26, 2004, and is collateralized wétsh.

In fiscal 2002, the Company guaranteed a note avtthnk related to the financing of certain manuifidct) equipment that was
purchased by a subcontractor. During the secondaqua fiscal 2003, the Company was released fitismcommitment.

We also have consignment agreements with certaiplisus for raw material inventory, some of whidbligate us to purchase inventc
on hand upon termination of the agreement. Aseftid of fiscal 2003, potential commitments undes¢ agreements were insignificant.

Note 16. Restructuring and Related Activities

During fiscal 2003, the Company executed a resirirgy plan that consisted of a voluntary layoffapfproximately 50 employees from
both production and support groups and the relocaif certain finishing, test, and shipping openasi from a satellite production facility to
the main campus in Forest Grove, Oregon. In additite Company recorded a charge for impaired si$isat resulted from the restructuring.
The plan was completed in fiscal 2003 and a chémgeestructuring and asset impairment of $2,05&s vecorded. The charge consisted of
$750 related to severance costs, $364 relatedttuption relocation and $938 related to asset impait. Severance costs included $70 of
compensation expense recorded due to the modificafistock options held by employees that parig in the voluntary layoff.
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Fiscal Year 2003

1st Qtr 2nd Qtr  3rd Qtr 4th Qtr
(In thousands, except per share data)
Net sales $24,11¢ $25,85¢ $22,05¢  $ 22,54
Gross profit (loss 40z 584 (1,889 (1,496
Operating income (los! (4,217 (4,039 (8,026)(1) (5,629(1)
Net income (loss (2,826 (2,119 (4,857 (20,289(2)
Basic net income (loss) per shi (0.20) (0.1%5) (0.3%) (.39
Diluted net income (loss) per sh: (0.20) (0.1 (0.3%) (.39

Fiscal Year 2002

1st Qtr 2nd Qtr  3rd Qtr 4th Qtr
(In thousands, except per share data)
Net sales $27,66¢ $18,79¢ $18,51f  $21,52:
Gross profit (loss 4,96¢ (2,29]) (2,260 (99¢)
Operating income (lost 363 (5,969 (6,367) (5,452
Net income (loss 54z (2,695 (3,779 (3,659
Basic net income (loss) per shi 0.0¢ (0.19 (0.2¢) (0.25)
Diluted net income (loss) per sh: 0.0¢ (0.19 (0.2¢) (0.25)

(1) Includes a charge for restructuring and relateiyiies of $2,006 in the third quarter of fiscal®and $46 in the fourth quarter of fis
2003. See Note 16 to the financial statements dtedun this report

(2) Includes a charge of $16,574 to record a vedoallowance against the deferred tax asset. ®e Nto the financial statements
included in this repor
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE.

There has been no change of accountants or anyrééaents with accountants on any matter of acawuptinciples or practices or
financial statement disclosure required to be reggounder this item.

ITEM 9A. CONTROLS AND PROCEDURES.

An evaluation was performed under the supervisiahwith the participation of the our managemertiuding our Chief Executive
Officer (CEO) and Chief Financial Officer (CFO), thie effectiveness of the design and operatioruofissclosure controls and procedures as
of May 31, 2003. Based on that evaluation, our GiB®@ CFO concluded that our disclosure controlspandedures were effective to ensure
that material information required to be includedMerix’s Exchange Act reports would be made kndmanagement by others within
Merix.

There has been no change in Merix’s internal cowtrer financial reporting during the fiscal quarésmded May 31, 2003 that has
materially affected, or is reasonably likely to evélly affect, Merix’s internal control over finaial reporting.

Our CEO and CFO do not expect that our disclosangrals or our internal controls will prevent att@ and all fraud. A control syste
no matter how well conceived and operated, canigeoanly reasonable, not absolute, assuranceftbaitijectives of the system are met.
Further, the design of a control system must réflee fact that there are resource constraintsttamtienefits of controls must be considered
relative to their costs. Because of the inherenitditions in all control systems, no evaluatiorcoftrols can provide absolute assurance that
all control issues and instances of fraud, if amyhin the Company have been detected. These inhkngtations include the realities that
judgments in decisic-making can be faulty, and that breakdowns canrgecause of simple error or mistake. Additionatigntrols can be
circumvented by the individual acts of some persbgsollusion of two or more people, or by managetoverride of the control. The
design of any system of controls also is basedypamtcertain assumptions about the likelihoodutfife events, and there can be no assu
that any design will succeed in achieving its stajeals under all potential future conditions.

PART 1lI

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT.

The information required by this item about ouedtors is included in “Election of Directors” inoRroxy Statement for our 2003
annual meeting of shareholders. The informatiomired by this item about our executive officertniduded in “Executive Officers” in Part |
of this report. Information about compliance withc8on 16(a) of the Securities Exchange Act of 1@3#cluded in Section 16(a) Beneficii
Ownership Reporting Compliance” in our Proxy Staetrfor our 2003 annual meeting of shareholders.

Our Board of Directors has determined that Georgkdickhove, who serves on the Merix Audit Comneittes an Audit Committee
Financial Expert, and is independent as that terased in Item 7(d)(3)(iv) of Schedule 14A.

Merix has adopted a Code of Ethics for senior fanarofficers that applies to our Chief Executivéfi€er, our Chief Financial Officer,
who is also our principal accounting officer, and €orporate Controller. A copy of our Code of Ethfor the Chief Executive and Senior
Financial Officers is filed as an exhibit to theport. We intend to disclose amendments to or wsifrem a required provision of our Code
Ethics for the Chief Executive and Senior Finan€ificers by including such information as an exhii future filings.
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ITEM 11. EXECUTIVE COMPENSATION.

The information required by this item is includad'Executive Compensation” and “Human Resource@ochpensation Committee
Report” in our Proxy Statement for our 2003 anmaekting of shareholders.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT.

The additional information required by this itenirisluded in “Voting Securities and Principal ShHasklers” and “Election of
Directors” in our Proxy Statement for our 2003 aalmaeeting of shareholders.
Disclosure Regarding the Company’s Equity Compensain Plans

The Company maintains two equity compensation plines1994 Stock Incentive Plan and the 2000 NdlifgrchStock Option Plan,
pursuant to which the Company may grant equity daéw eligible persons. In 1994, the Company’s Badirectors adopted the 1994
Plan. The Company’s shareholders approved the BP#81on September 30, 1994 and approved amendtoehis 1994 Plan on October 9,
1995, September 23, 1997 and September 28, 20@0material terms of the 2000 Plan are describenibel

The following table summarizes information aboutiggawards under the Company’s 1994 Plan and 2080 as of May 31, 2002:

Number of share:

Weighted
of Common Stocl Average Number of
Exercise Shares of
to be issued upot Price of Common Stock
exercise of Outstanding Available for Future
Outstanding Issuance (excluding
Options* Options shares reflected in *
Plan Category
Equity compensation plans approved by securitydrs 1,403,23. $ 13.8¢ 587,24}(1)
Equity compensation plan not approved by secuotygdrs 1,912,210 $ 11.5C 2,087,00(2)
3,315,33. $ 12.4¢ 2,674,25;

(1) Shares available for issuance under our 1984.Hlhe 1994 Plan provides for automatic optiomtgréo directors not affiliated with
Merix of 20,000 shares at the time first electethtoboard and 5,000 shares annually there:

(2) Shares available for issuance under our 2000

2000 Nonqualified Stock Option Plan

The Company’s Board of Directors adopted the 2068dvialified Stock Option Plan in December 2000 approved amendments in
March 2002 and August 2002. The 2000 Plan hasewmr bpproved by the Company’s shareholders.

Shares Available

As amended, the 2000 Plan reserves up to 4,008/29@s of the Company’s Common Stock for issuancgupnt to awards granted
under the 2000 Plan. The 2000 Plan permits thegamon-statutory stock options (“NSOs”) and ktawards. If an option granted under
the Plan expires, terminates or is canceled, sinafes awarded are forfeited to the Company orcbpsed by 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 ansaad who provide services to the
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Company are also eligible to participate. In aranpfear, the Company’s officers and directors nmayeceive options and stock awards
involving more than an aggregate of 25% of theehiaf Common Stock subject to the total aggregateber of options and stock awards
granted during such plan year.

Administration

The Human Resources and Compensation Committée &dard of Directors administers the 2000 Plar Tbmmittee may
designate, from time to time, the individuals toowhawards are made under the 2000 Plan, the ambany such award and the price and
other terms and conditions of any such award. Téra@ittee has the full and exclusive power to interjphe 2000 Plan and may, subject to
the provisions of the 2000 Plan, establish thesrfde its operation. Only the Board of Directorsyn@nend, modify or terminate the 2000
Plan.

Stock Options

The Committee determines the persons to whom aptiom granted, the option price, the number ofeshsmbject to each option, the
period of each option and the times at which opgtieest and may be exercised. No monetary considetiatpaid to the Company upon the
granting of options.

Options granted under the 2000 Plan generally coatin effect for the period fixed by the Committ&ptions are exercisable in
accordance with the terms of an option agreemeeteuhinto at the time of grant. Except as otheswlistermined by the Committee, options
are nontransferable except on death. Options maxéeised only while an optionee is employed bindhe service of the Company or a
subsidiary or on the earliest of (i) the opti®expiration date; (ii) within 12 months followitgrmination of employment by reason of deat
disability; or (iii) 90 days following terminatiofor any other reason. The purchase price for ehatespurchased pursuant to exercise of
options must be paid (i) in cash; (ii) by check) (h shares of Common Stock valued at fair maskadtie that have been owned by the
optionee for at least six months (or any shorteiopenecessary to avoid a charge to the Comparytsiregs for financial reporting purposes);
or (iv) in other forms of consideration permittegdthe Committee. Upon the exercise of an optioa,rithmber of shares subject to the option
and the number of shares available under the 2@G0fér future option grants are reduced by the Imemnof shares with respect to which the
option is exercised, less any shares surrendengayiment or withheld to satisfy withholding obligpets.

Stock Awards

The Committee may award Common Stock of the Compasier the 2000 Plan on such terms and conditiodsabject to repurchase
or forfeiture restrictions, if any, as the Commnetetermines at the time the stock is awarded Cdremittee may determine the recipients of
the awards, the number of shares to be awardethartdne of the award.

Changes in Capital Structure

The 2000 Plan provides that if the outstanding Comi&tock of the Company is increased or decreaseldamged into or exchanged
for a different number or kind of shares or otregwities of the Company or of another corporatigmeason of any recapitalization, merger,
consolidation, stock split or certain other tranigens, appropriate adjustment will be made by tben@ittee in the number and kind of shares
available for awards under the 2000 Plan and tinebxen and kind of securities that are subject to@ngtanding option. In the event of
dissolution of the Company, unless otherwise ddtexchby the Committee in its sole discretion, omi@and stock awards shall immediately
terminate prior to dissolution or liquidation.

Term of Plan and Amendments

The Board of Directors may at any time amend, sudpe terminate the 2000 Plan in such respectsdsit deem advisable; provided
that shareholder approval must be obtained if regudy law. The 2000 Plan will
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continue until all shares available for issuanceaurthe 2000 Plan have been issued and all réstiscon such shares have lapsed.

Tax Consequences

No income is realized by the grantee under fedecaime tax law until a stock option is exercisedc8use the stock options granted
under the 2000 Plan are NSOs, at the time of esexfian NSO, the optionee will realize ordinarynpensation income, and the Company
will generally be entitled to a deduction, in treaunt by which the market value of the shares suljethe option at the time of exercise
exceeds the exercise price. The Company'’s deduistioonditioned upon withholding income taxes omittcome amount. Upon the sale of
shares acquired upon exercise of an NSO, the ertélss amount realized from the sale over the eiavklue of the shares on the date of
exercise will be taxable at capital gains rates.

An employee who receives a stock award in conneatith the performance of services will genera#iglize taxable income at the tii
of receipt unless the shares are not substantiafifed for purposes of Section 83 of the Code anBattion 83(b) election is made. If the
shares are not vested at the time of receipt,rifayee will realize taxable income in each yeawhich a portion of the shares substantially
vest, unless the employee makes an election uratgios 83(b) of the Code within 30 days after thgional date of the receipt of the award.
The Company generally will be entitled to a taxutd@bn in the amount includable as income by thelegee at the same time or times as
employee recognizes income with respect to theesharovided the Company withholds income taxetherincome amount.

Section 162(m) of the Code limits to $1,000,000genson the amount that the Company may deducbimpensation paid to any of its
most highly compensated officers in any year df#93. Because the 2000 Plan was not approved b@dhepany’s shareholders,
compensation received through the exercise of nptipanted under the Plan is subject to the $10000jeduction limit.

For additional information about our equity compaien plans, see Note 7 and 8 to the financiaéstanhts included in this report.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS.

The information required by this item is included‘Certain Relationships and Transactioimsbur Proxy Statement for our 2003 anr
meeting of shareholders.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this item is included‘independent Auditors” in our Proxy Statementdor 2003 annual meeting of
shareholders.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES , AND REPORTS ON FORM 8-K
(a)1.Index to Financial Statements.

Merix Corporation

Page Referenc

Report of PricewaterhouseCoopers L 23
Balance Sheets as of May 31, 2003 and May 25, 24
Statements of Operations for fiscal years ended 812003, May 25, 2002 and May 26, 2( 25
Statements of Sharehold’ Equity for fiscal years ended May 31, 2003, May 28)2 and May 26, 20 26
Statements of Cash Flows for fiscal years ended 31a2003, May 25, 2002 and May 26, 2( 27
Notes to Financial Statemer 28

(a)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 incorpaea by reference into, this Annual Report on Fofi¥Kl

Exhibit No. Description
3.1 Articles of Incorporation of the Company, as amehdecorporated by reference to Exhibit 3.1 to@wmpany’s Form
10K for the fiscal year ended May 26, 20
3.2 Bylaws of the Company, as amended, incorporatetfgyence to Exhibit 3.2 to the Company’s FormKLibr the fiscal
year ended May 31, 199
41 Form of Amendment No.1 to Shareholder Rights Agresindated as of April 1, 2002, between the Comanty

Mellon Investor Services LLC (formerly Chase Mellmvestor Services LLC), as Rights Agent, incorpedaby
reference to the Compa’'s Current Report on Forn-K filed on April 2, 2002

4.2 Form of Amendment No. 2 to Shareholder Rights Agrext, dated as of April 1, 2002, between the Comaaual
American Stock Transfer & Trust Company, as Rigtgent, incorporated by reference to the Companys &t
Report on Form -K filed on April 2, 2002

10.1 Asset Transfer Agreement between Tektronix andCii@pany (including Note and Trust Deed and AssigrtroéRent
and Leases), incorporated by reference to Exhibit the Company’s Form 10-K for the fiscal yeareshtlay 28,
1994,

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

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

10.41 1994 Stock Incentive Plan of the Company, as amirideorporated by reference to Exhibit 99.1 to@wmpany’s

Registration Statement on Forr-8, File No. 33-59672.
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Exhibit No.

10.51

10.61

10.71

10.81

10.91

10.10"

10.11"

10.12"

10.13"

10.1¢

10.1¢

10.1¢

10.17

10.1¢

10.18"

10.19"

Description

Indemnity Agreement between the Company and Deb&r&oleman as of April 4, 1994, incorporated bference to
Exhibit 10.6 to the Compa’s Form 1K for the fiscal year ended May 28, 19!

Indemnity Agreement between the Company and Caigrtellis as of May 24, 1994, incorporated by refere to
Exhibit 10.11 to the Compa’s Form 1K for the fiscal year ended May 28, 19!

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

Indemnity Agreement between the Company and JarBedsvn as of August 11, 1998, incorporated bynesiee to
Exhibit 10.31 to the Compa’s Form 1i-Q for the quarterly period ended August 29, 1¢

Executive Severance Agreement between the Compahyamie S. Brown as of October 5, 1998, incorpolray
reference to Exhibit 10.32 to the Comp’s Form 1-Q for the quarterly period ended November 28, 1

Executive Severance Agreement between the CompahiMark R. Hollinger, incorporated by referencéstdnibit 10.33
to the Compar’s Form 1i-Q for the quarterly period ended August 30, 1¢

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

Indemnity Agreement between the Company and WillanvcCormick as of October 21, 1997, incorpordigd
reference to Exhibit 10.35 to the Comp’s Form 1-Q for the quarterly period ended November 29, 1

Indemnity Agreement between the Company and R@hestrandberg as of June 30, 1998, incorporategfeyence to
Exhibit 10.30 to the Compa’s Form 1K for the fiscal year ended May 30, 19!

Note Purchase Agreement dated September 10, I8@8pbrated by reference to Exhibit 10.1 to the Ganys Form
10-Q for the quarterly period ended August 31, 1¢

Amendment to Note Purchase Agreement dated Mag 2%, incorporated by reference to Exhibit 10.2thto
Compan’s Form 1K for the fiscal year ended May 31, 19!

Second Amendment to Note Purchase Agreement datgdsA29, 1997, incorporated by reference to ExAidi29 to the
Compan’s Form 1i-Q for the quarterly period ended August 30, 1¢

Third Amendment to Note Purchase Agreement dateciMber 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 datd28, 1999, incorporated by reference to Exhidif4 to the
Compan’s Form 1K for the fiscal year ended May 29, 19!

Indemnity Agreement between the Company and D&ni€llson as of October 25, 1999, incorporated gremce to
Exhibit 10.25 to the Compa’s Form 1-Q for the quarterly period ended November 27, 1

Executive Severance Agreement between the Compahipaniel T. Olson as of December 1, 1999, incafzat by
reference to Exhibit 10.26 to the Comp’s Form 1-Q for the quarterly period ended November 27, 1
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Exhibit No.

10.20"

10.21-

10.2Z

10.2:

10.2¢

10.25"

10.26"

10.27+

10.28"

10.29-

10.30"

10.31

10.3Z

10.3¢

10.34"

Description

Executive Severance Agreement between the Compahfpiaaya K. Vardya, dated as of January 18, 26@f@®rporated
by reference to Exhibit 10.25 to the Comp’'s Registration Statement on Fori-3, (Registration No. 3:-32616).

Indemnity Agreement between the Company and Anaydafdya as of December 20, 1999, incorporatecefgrence to
Exhibit 10.26 to the Compa’s Registration Statement on Fori-3, (Registration No. 3:-32616).

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

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

Lease Agreement between the Company and Opus NesthidC, dated as of August 22, 2000, incorporéated
reference to Exhibit 10.32 to the Comp’s Form 1-Q for the quarterly period ended August 26, 2(

Indemnity Agreement between the Company and Drliaifil Lattin dated as of September 28, 2000, incaigal by
reference to Exhibit 10.33 to the Comp’s Form 1-Q for the quarterly period ended November 25, 2

Indemnity Agreement between the Company and Gddrdérckhove dated as of June 28, 2001, incorpdraye
reference to Exhibit 10.31 to the Comp’s Form 1K for the fiscal year ended May 26, 20I

2000 Nongualified Stock Option Plan of the Compas/amended, incorporated by reference to Exhib#8lto the
Compan’s Form 1i-K for the year ended May 25, 20(

Indemnity Agreement between the Company and Dobaltbbe dated as of December 20, 2001, incorpotated
reference to Exhibit 10.1 to the Comp’s Form 1-Q for the quarterly period ended November 24, 2

Indemnity Agreement between the Company and GatyeRaghan dated as of October 1, 2001, incorpotatedferenc
to Exhibit 10.1 to the Compa’s Form 1-Q for the quarterly period ended February 23, 2

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

Securities Purchase Agreement dated May 30, 2G02nth between the Company and SF Capital Partridrs L
incorporated by reference to Exhibit 4.3 to the @any’s Registration Statement on Form S-3, (Rejistn No. 333-
90374).

Convertible Debenture dated May 30, 2002 issuellégix Corporation to SF Capital Partners Ltd. ie #mount of
$25,000,000.00, incorporated by reference to EkHildi to the Company’s Registration Statement amF8-3,
(Registration No. 3:-90374).

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

Indemnity Agreement between the Company and Kirbpyess as of September 24, 2002, incorporate@fieyence to
Exhibit 10.1 to the Compa’s Form 1-Q for the quarterly period ended November 23, 2
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Exhibit No. Description
14.1 Code of Ethics: Chief Executive and Senior FindrOidicers
23.1 Consent of PricewaterhouseCoopers |
31.1 Rule 13i-14(a) Certification of Chief Executive Offic
31.2 Rule 13i-14(a) Certification of Chief Financial Offici
32.1 Section 1350 Certification of Chief Executive Ofit
32.2 Section 1350 Certification of Chief Financial O#it

TThisExhibit constitutes a management contract or cosgeny plan or arrangemel
(b) Reports on Form 8-K

A Current Report on Form 8-K was filed on March 2603 to report under Item 5 the Company’s redattshe third quarter of fiscal
2003. No other reports on Form 8-K were filed dgrine quarter ended May 31, 2003.
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SIGNATURES

Pursuant to the requirements of Sections 13 or)ld(the Securities Exchange Act of 1934, as aménithe Registrant has duly caused
this report to be signed on its behalf by the usidered, thereunto duly authorized on August 113200

M ERIX C ORPORATION

By: /sl JANIE S. BROWN

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

POWER OF ATTORNEY

Each person whose signature appears below copstémid appoints Mark R. Hollinger and Janie S. Braither of whom may act
without the joinder of the other, as such perstmis and lawful attorneys-in-fact and agents with fower of substitution and resubstitution,
for such person, and in such person’s name, pladetead, in any and all capacities to sign anyadir@mendments to this Annual Report on
Form 10-K, and to file the same, with all exhilihereto, and all other documents in connectiorethigh, with the Securities and Exchange
Commission, granting unto said attorneys-in-fact agents full power and authority to do and perfeanh and every act and thing requisite
and necessary to be done, as fully to all intentspurposes as such person might or could do sppehereby ratifying and confirming all
that said attorneys-in-fact and agents or theisstutte or substitutes may lawfully do or causéeadone by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed belovugust 11, 2003 by the
following persons on behalf of the Registrant amthe capacities indicated.

Signature Title

/s/ MARK R. HOLLINGER Chairman, Chief Executive Officer and President
(Principal Executive Officer)

Mark R. Hollinger

/sl JANIE S. BROWN Sr. Vice President, Chief Financial Officer,
Treasurer and Secretary (Principal Financial and
Janie S. Brown Accounting Officer)
/sl KirBY A. D YESS Director

Kirby A. Dyess

/s] CARLENE M. E LLIS Director

Carlene M. Ellis

/s/  DoNALD D. JoBE Director

Donald D. Jobe

/s/ GEORGEH. K ERCKHOVE Director

George H. Kerckhove

/s/ DR.WiLLIAM W. L ATTIN Director

Dr. William W. Lattin

/sl  WiLLiam C. M c C orMICK Director

William C. McCormick

/s/ RoOBERTC. STRANDBERG Director




Robert C. Strandberg
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EXHIBIT 14.1

Code of Ethics
Chief Executive and Senior Financial Officers

Merix Corporation (“Merix” or the “Company”) is camitted to conducting its business in accordanch eiplicable laws, rules and
regulations, to the highest standards of busingmssseand with full and accurate financial disclasurhis Code of Ethics for the Chief
Executive and Senior Financial Officers (“Code dfiEs”), is applicable to the Company’s Chief Extédori Officer, Chief Financial Officer
and Corporate Controller (together, “Senior Offg€¢iand sets forth specific policies as a guidthmperformance of their duties.

Senior Officers of Merix must comply with applicadaws, rules and regulations. They also haveoresbility to conduct themselves in an
honest and ethical manner. They have leadershypnsgilities that include creating a culture ajiniethical standards and commitment to
compliance, and maintaining a work environment tfegers wrongdoing, encourages employees to raiseeens, and promptly addresses
employee compliance concerns.

All Merix employees are subject to the Merix Codd@asiness Practice, which sets forth the fundaaigminciples and key policies and
procedures that govern them in the conduct of Meuisiness. In addition, Senior Officers are boupthle requirements and standards set
forth in this Code of Ethics.

Compliance with Laws, Rules and Regulations
Senior Officers are required to comply with all hpgble laws, rules and regulations governing thieduct of our business and to report any
suspected violations to the Audit Committee ofBoard of Directors (“Audit Committee”).

Conflicts of Interest

A conflict of interest occurs when a Senior Offisgurivate interests interfere in any way with theerests of the Company as a whole.
Senior Officers should conduct the Company’s bissine an honest and ethical manner, which incltidegthical handling of actual or
apparent conflicts of interest between personalmntessional relationships.

Before making any investment, accepting any pasibiobenefits, participating in any transactiorbosiness arrangement or otherwise
acting in a manner that creates or appears toeceeadnflict of interest, Senior Officers must abtarior approval from the Audit Committee.

Disclosures

As a public company, Merix is required to file vars periodic and other reports with the Securdies$ Exchange Commission (“SEC”").
It is the Company policy to make full, fair, acciratimely and understandable disclosure in compgawith all applicable laws and
regulations in all reports and documents that the@any files with, or submits to, the SEC and Iro#lier public communications made by
the Company. Senior Officers are required to prentompliance with this policy in their area of respibility and amongst their colleagues
and to abide by all Company standards, policiespgindedures designed to promote compliance withgalicy.

Compliance with the Code

If a Senior Officer knows of or suspects a violataf the Code of Ethics, the information must imimaéely be reported to the Audit
Committee.

Violations of this Code of Ethics may result inapinary action, up to and including discharge.

Waivers of the Code

Should Senior Officers wish to seek a waiver of@wele of Ethics they must make full disclosurehafitt particular circumstances to the
Audit Committee. Only the Audit Committee may grargivers of or a change to a provision of the C&leanges in and waivers of this C
of Ethics will be disclosed as required under aggtile laws and regulations.



Personal Commitment to the Merix Corporation Code 6 Ethics for Chief Executive and Senior Financial Gficers

| acknowledge that | have received and read thexM&srporation Code of Ethics for Chief ExecutivedeSenior Financial Officers, dated
June 2003, and understand my obligation to comjitly the Code of Ethics. To the best of my knowledgd ability, | will adhere to the Co
of Ethics and promptly report any violation thdtdcome aware of to the Audit Committee of the Badrirectors.

Date: July 8, 2003 /sl Mark R. Hollinger

Mark R. Hollinger, Chief Executive Office

Date: July 8, 2003 /sl Janie S. Brown

Janie S. Brown, Chief Financial Offic

Date: July 8, 2003 /sl Lynda C. Ramsey

Lynda C. Ramsey, Corporate Control



EXHIBIT 23.1

CONSENT OF INDEPENDENT AUDITORS
We hereby consent to the incorporation by referémt¢lee Registration Statements on Form S-8 (N8s33344, 333-76367 and 333-

59672) and the Registration Statement on Form[$e3 §33-90374) of Merix Corporation of our repoated June 27, 2003, which appears in
this Form 10-K.

P RICEWATERHOUSEC OOPERSLLP

Portland, Oregon
August 19, 2003



EXHIBIT 31.1

CERTIFICATION
Chief Executive Officer

I, Mark R. Hollinger, certify that:

1.
2.

| have reviewed this quarterly report on Forn-K of Merix Corporation:

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the

period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material

respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as

defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and proceduresaused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Evaluated the effectiveness of the registradisslosure controls and procedures and presentinisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; an

(c) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affettie registrant’s internal control
over financial reporting; an

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatioernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):

a) All significant deficiencies and material weakses in the design or operation of internal corver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b)  Any fraud, whether or not material, that invawaanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin

Date: August 19, 2003 By: /s/ Mark R. Hollinger

Title: Chief Executive Office



EXHIBIT 31.2

CERTIFICATION
Chief Financial Officer

[, Janie S. Brown, certify that:

1.
2.

| have reviewed this report on Form-K of Merix Corporation

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the

period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material

respects thfinancial condition, results of operations and ciislvs of the registrant as of, and for, the pesipdesented in this repo

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as

defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and proceduresaused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Evaluated the effectiveness of the registradisslosure controls and procedures and presentinisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; an

(c) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affettie registrant’s internal control
over financial reporting; an

The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiitiernal controls over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):

a) All significant deficiencies and material weakses in the design or operation of internal corver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b)  Any fraud, whether or not material, that invawaanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportir

Date: August 19, 2003 By: /s/Janie S. Brown

Title: Chief Financial Office



EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Report of Merix Corporati@he “Company”) on Form 10-K for the year ended Nsdy 2003 as filed with the
Securities and Exchange Commission on the date@h@he “Report”),l, Mark R. Hollinger, Chief Executive Officer ofélCompany, certify
pursuant to 18 U.S.C. Section 1350, as adoptedipot$o Section 906 of the Sarbanes-Oxley Act @22@hat:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
2. The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of the

Company

/sl Mark R. Hollinger

Mark R. Hollinger
Chief Executive Officer
August 19, 200:



EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Report of Merix Corporati@he “Company”) on Form 10-K for the year ended Nsdy 2003 as filed with the
Securities and Exchange Commission on the date@h@he “Report”), |, Janie S. Brown, Chief FinaalcOfficer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipot$o Section 906 of the Sarbanes-Oxley Act @22@hat:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
2. The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of the

Company

/s/ Janie S. Brown

Janie S. Brown
Chief Financial Officer
August 19, 200:



