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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
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ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
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OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
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None
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Series A Preferred Stock Purchase Rights

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by SeetiB 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¢ aontained herein, and will not be
contained to the best of the registrant’s knowledgeefinitive proxy or information statements amporated by reference in Part Il of this
Form 10-K or in any amendment to this Form 10-KIX]

Indicate by check mark whether the registrant is@gelerated 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 compubsdreference to the last sales
price as reported by the Nasdag National MarketeByss of the last business day of the registram'st recently completed second fiscal
quarter (November 29, 2003) was $230,835,213.purposes of this computation, all executivecefs and directors have been deemed
affiliates. This shall not be deemed an admisdian $uch persons are affiliates.

The number of shares of the Registrant’'s CommookStatstanding as of August 2, 2004 was 19,143shafes.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s proxy statement inreariion with its 2004 Annual Meeting of Sharehotdare incorporated by reference

into Part Ill.
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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 fadtioas could cause actual results to differ sigrfily from manageme’s expectations. We do
not intend to publicly release any revisions tosthéorward-looking statements to reflect eventsimumstances after the date hereof or to
reflect the occurrence of unanticipated events.deesare urged, however, to review the factordah in reports that we file from time to
time with the Securities and Exchange Commission.

ITEM1. 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 printed circuit boafoisuse in sophisticated electronic
equipment. Our principal products are complex raler printed circuit boards, which are the platie used to interconnect
microprocessors, integrated circuits and other aomapts that are essential to the operation ofreleict products and systems. We provide
our products to OEMSs, and their electronic manufidt) service providers, that use them primariligh-end commercial equipment in the
communications, computing and test and measuremarkets. Our markets are generally characterizedyg technological change, high
levels of complexity and short product liégeles as new and technologically superior ele@trequipment is continually being developed.
believe we are well positioned to serve our expagdustomer base in these markets as a resultr ¢échinology leadership, quick-turn and
premium services capabilities and expansion ofstate-of-the-art production capacity.

Industry Overview

Printed circuit boards consist of patterns of eleat circuitry etched from copper that have besmihated on a board of insulating
material. A finished multi-layer printed circuit & consists of a number of layers of circuitry ila@ted together using intense heat and
pressure under vacuum. The electrical circuitryneats components, such as microprocessors, thesseatial to the operation of electronic
products and systems.

Printed circuit boards are used in virtually a#@tonic equipment from consumer products, sugteesonal computers, cellular
telephones and televisions, to high-end commeedégitronic equipment, such as data communicatioters and switches, computer
workstations and network servers. Printed circadérds used in consumer electronic products typgieatiploy lower layer counts and lower
performance materials and require less manufagtwapability than printed circuit boards used ighhend commercial equipment. High-end
commercial equipment manufacturers require morepdexrmulti-layer printed circuit boards, often ctmsted with advanced materials.
Manufacturing printed circuit boards for these hagtd products requires substantial investment waiacked production facilities and process
technology as well as engineering and manufactiekmertise.

Henderson Ventures, an independent market reséargtestimated that the global market for printéatuit boards was $33.6 billion
2003, while North American printed circuit boardméacturers produced approximately $5.2 billiorthaft amount. The printed circuit board
market contracted significantly from 2000 to
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2003 as a result of weak industry conditions, &edprinted circuit board industry experienced ctidation during this period. The printed
circuit board industry remains highly fragmentenid ave expect further industry consolidation.

We see several significant trends within the pdraicuit board manufacturing industry, including:

Reduction in North American manufacturing capafityprinted circuit boards. As a result of the slowdown in the electronics
industry that began in late 2000 and continueéasdtithrough mid-2003, many printed circuit boaehuafacturing facilities were closed in
North America. We estimate that approximately $Bdoi of annual printed circuit board manufacturicepacity in North America was sf
down between 2000 and 2003. The closures overdsietipree years have significantly reduced manuifiagt capacity for complex multi-
layer printed circuit boards.

Increasing complexity of electronic equipmentOEMSs are continually designing more complex higth performance electronic
equipment, which requires sophisticated printedutfrboards that accommodate higher speeds anddnetgs and increased component
densities and operating temperatures. The incrgasimplexity of electronic equipment continues tiwel technological advancements in
printed circuit boards and requires manufacturétbese printed circuit boards to continually inviestechnology and advanced
manufacturing processes.

Increased customer demand for quick-turn productiod integrated solutions. OEMSs are increasingly looking to high-end petht
circuit board manufacturers that can offer engimgesupport in the design phase, quick turn-arcafratototypes and manufacturing
scalability throughout the product life-cycle. Ma®EMSs, looking to increase the efficiency of theliectronic supply chains, are also working
with a smaller number of technically qualified sliprs that have sophisticated manufacturing experind are able to offer a broad range of
printed circuit board products and services. Additily, rapid advances in technology have signififashortened product life-cycles and
placed increased pressure on OEMs to develop nesupts in shorter periods of time. In responsdésé pressures, OEMs have increased
their demand for engineering support in the deplugise of their products and quick-turn productibsneall unit volumes of printed circuit
boards in the prototype development stage.

Expanding markets. The global demand for wireless communicatiordpcts and the expansion of data networking infuasire,
including those supporting products such as voia-tP and network security, are increasingly aigvthe demand for more complex multi-
layer printed circuit boards. After two-and-a-hgdfars of market contraction, we began to see isededemand from many of our customers,
although that demand started to level off in thertlo quarter of fiscal 2004. We believe that sumdiincreases in demand in these markets
will result from technological changes, demandsafavider variety of electronic product featuregajer bandwidth and increasingly powe
electronic components.

Increased Asian production of printed circuit bogrd Asian manufacturers of printed circuit boardsénincreased their production
and market share of less sophisticated, lower legent printed circuit boards used in high-volumasumer electronics applications, such as
personal computers and cell phones, as well agimyolume automotive applications. Asian manufestsito date have not produced printed
circuit boards in significant quantities that regutomplex technologies, advanced manufacturinggases, quick turn-around times or high-
mix production. We believe that the technologicglertise and process know-how to manufacture compldti-layered printed circuit
boards and the resource commitments to maintati@-sfathe-art capabilities have so far effectiveyved as barriers to entry into the high-
end segments of the printed circuit board industigwever, we believe that, over time, OEMs andtebemic manufacturing service providers
will increase their production of high-end commat@lectronic equipment in Asia to meet growingaksdemand for those products. In
addition, we believe that electronic manufactusegvice providers will increase high-end commerelattronic equipment assembly and
manufacturing in Asia to capitalize on low-costdab
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Products and Services

Our principal products are complex multi-layer peith circuit boards, which are the platforms usenht®rconnect microprocessors,
integrated circuits and other components that ssergial to the operation of electronic products systems. We help our customers
throughout the lifecycle of their products, from product conceptiorotigh volume production. The products and servieegrovide include

Design assistance and engineering service$Ve provide design assistance and engineerivicss in the early stages of product
development to ensure that mechanical and elecélements are integrated to achieve a high quatity cost-effective product for our
customers. We also evaluate customer designs foufacturability and recommend design changes. Weueethis service helps our
customers improve the system they are designidgceemanufacturing costs and increase manufactyiéhds and the quality of finished
printed circuit boards. We also believe this callative process speeds the transition from devetopof the prototype design to volume
manufacturing and facilitates the timely delivefyh@gh quality products. In addition, by workingoskly with our customers throughout the
design and manufacturing process, we gain insigbttheir future product requirements.

Quick-turn and premium services.We can rapidly custom manufacture printed éifsaards allowing our customers to quickly
develop and market sophisticated electronic pradWe manufacture, or “quick-turn,” prototypes withd times of three to ten days and pre-
production quantities with lead times of ten to iyedays. We also offer compresdedd time volume orders. We receive a premium oue
standard base price for each of these servicesuBeave typically use the same processing linegrfiiotype, pre-production and volume
production, we believe that we can efficiently sp#ee transition from prototype design to volumenmfacturing of high-quality complex
printed circuit boards.

Volume production. Volume production of printed circuit boardgmsnerally characterized by standard lead time#/eftd six weeks,
as printed circuit boards move to full-scale conuiaproduction. At this stage of production, qtialon-time delivery, process capability
and price are the factors most important to outarusrs. Our engineering capability has enablea yggsdduce commercial volumes of
technologically sophisticated printed circuit baaad up to 40 layers, utilizing high performancetenls and leading edge fabrication
techniques. In addition, our manufacturing proaesgrols enable us to meet accelerated time-to-etahkd time-to-volume requirements of
our customers.

We also have expertise in advanced manufacturiigntques for products utilizing high performanceenials and offer specialty
products, including:

RF/Microwave application products. We manufacture printed circuit boards usin@@ety of advanced insulating materials, prima
for RF/Microwave applications in the wireless irgiaicture market. Although typically included iringed circuit boards with lower layer
counts, these advanced materials offer electicaimal and long-term reliability advantages ovam@ntional materials but are more
difficult to process through manufacturing. Ounsfigant expertise in processing these materidésval us to manufacture advanced printed
circuit boards for use in sophisticated RF/Microeapplications. We estimate that 24% of our netssa fiscal 2004 related to printed cir
boards that our customers used in products utji®R/Microwave technology.

Thermal management solutions.We offer solutions to help our customers martaegg in high performance applications, such as
RF/Microwave, and address thermal and signal iittegrquirements in high power wireless productsr @anufacturing facilities support 1
integration of metal heat sinks with printed citdubards, as well as other processes for managergal issues.

Backplanes. Backplanes are generally larger and thickerted circuit boards on which connectors are moutdexterconnect
printed circuit boards, integrated circuits andeotélectronic 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
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Markets and Customers

Our customers include leading OEMs in the elect®mdustry. Our five largest OEM customers dufiagal 2004, in alphabetical
order, were Cisco Systems, Ericsson, Juniper N&syddotorola and Nokia, which comprised 68% of sedes. Our five largest OEM
customers, which vary from year to year, compridg% and 60% of our net sales during fiscal 200220G8, respectively. In fiscal 2002,
2003 and 2004, Cisco Systems and Motorola eactuated for more than 10% of our net sales. Whileadmately 16% of our net sales in
fiscal 2004 were attributed to OEM customers dol@icoutside the United States, 35% of net saleda@lto products shipped outside of the
United States, primarily to electronic manufactgraervice providers, as directed by our OEM custsirteee Note 12 to the financial
statements included in this report for informatigngeographical area. Because we have significaaigh sales and intend to expand our
global presence, we are subject to political, eauin@nd other risks we do not face in the domesticket.

Sales attributed to OEMs include sales made thrdlugin electronic manufacturing service providéygproximately 51%, 61% and
67% of our net sales were through electronic marufang service providers in fiscal 2002, 2003 2064, respectively. Although our
contractual relationship is with the electronic mfatturing service provider, most of our shipmeatslectronic manufacturing service
providers are directed by OEMs who negotiate progticing and volumes directly with us. We are gmsingly seeing this type of
outsourcing by many of our OEM customers. The fepteonic manufacturing service providers to whigd shipped our product in fiscal
2004 were Benchmark Electronics, Celestica, Flextsy Jabil Circuit, Plexus, Sanmina-SCIl and Sotectin addition, we are on the
approved vendor list of several electronic manufidat) service providers and continue to be awardegmental discretionary orders direc
from certain electronic manufacturing service pdevs. We expect these discretionary orders to aserén the future as we strengthen our
direct relationships with these electronic manufeng service providers.

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

Fiscal Years
2004 2002 200z
End markets:
Communication: 82% 76% 76%
High-end Computing 7 13 12
Test and Measureme 6 7 10
Other 5 4 2
Total 10C% 100% 100%

Sales in the communications end market representaidjer percentage of sales in fiscal 2004 congp@aréiscal 2003 and 2002,
reflecting a further increase in the number of mmmunications customers. We have identified thernanications end market as a primary
area for growth and we continue to add new custsimethis end market.

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 empldg éipplication engineers in regions across NortheAioa and Europe, who serve as the
technical interface between us and customers’ desigineering teams. Our field application engiageovide technical design assistance
including information and modeling data to helpumeghat the customer’s final printed circuit bodesign meets the customer’s electrical
performance requirements and cost goals and dgsigelines for manufacturability. We believe th@laboration of our engineers with our
customers’ designers provides us with a significambpetitive advantage.

6
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We have expanded our direct sales force and custeenéce support with a presence in North Amertaaope and China. We have
employed a business manager and a field applicatigimeer in the Netherlands and a customer sema@eager in Shuzhou, China. Our
efforts to increase our global presence have ajrpaavided us with new customers, such as EricsBojitsu Siemens Computers and Nokia.
We have also expanded the number of our indepemdantifacturers’ representatives to provide stronggket penetration in portions of the
United States and Europe.

Due to the high technology level of the printedit boards we produce, our sales force along authfield application engineers
frequently develop close relationships with our OEltomers to assist in the earliest developmehtlasign phases. This close relationship
continues throughout all stages of production. fge target our sales efforts towards accessingdisgvetionary business directly from
electronic manufacturing service providers.

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 materials and reduce
our transportation and other logistics costs. Kkangple, Matsushita Electronics Materials, a keyiteate supplier, operates a factory
producing standard and high performance laminatggant to our facility, although not all of ourpgliers have similar geographic proxim
to us. Isola Laminate Systems Corp., another laraisapplier, offers just-in-time delivery of higleqiormance materials utilizing a
distribution warehouse on our Forest Grove camipuaddition, Mania Technologie, Inc. USA providessite electrical test services and
Micron Laser Technology, Inc. provides on-site taddling services at our facility.

Manufacturing and Technology

Our printed circuit boards typically employ variot@mbinations of high layer counts, advanced matgrprecision cavities, embedded
passives, narrow circuit widths and separationsopper traces, and small diameter holes, callems"vand “microvias,” which connect
internal circuitry. Our average layer count, whista widely used indication of manufacturing sopibéion, was 13.7 in fiscal 2004.
Additionally, many of our printed circuit boards ploy advanced high performance materials that @ffectrical, thermal and long-term
reliability advantages over conventional materiaigh as high temperature composite materialsdempuimarily in wireless infrastructure
applications, and we have significant expertisééneloping advanced manufacturing techniques focgssing these materials.

The increasing complexity of electronic products taven technological advancements in printecudiittoards and has placed
increasingly difficult demands on the manufactugmmgcess. We have invested in production technalogganufacture dense multi-layer
printed circuit boards utilizing advanced fabrioatprocesses and high performance materials immlproduction, with a high level of
reliability. We employ numerous advanced manufactutechniques and systems, including automatediimgasystems, automated optical
inspection, computer controlled hot oil vacuum laation, high-speed computer controlled drilling aodting, automated registration
optimizers, periodic reverse pulse copper platpgtoimageable solder mask processing, dual-sideeka electrical testing and automated
surface coating.

We generally receive circuit designs directly froor customers in the form of electronic data filekich we review using our frorgnd
engineering capabilities to ensure data accuradypasduct manufacturability. Using these electrdiiés, we generate images of the circuit
patterns that we develop on individual circuit byers using advanced photographic processesughra variety of plating and etching
processes, we selectively add and remove condutiiterials forming horizontal layers of thin traceircuits, which are separated by
insulating material. A finished multi-layer printedcuit board consists of a number of layers ofutry laminated together using intense heat
and pressure under vacuum. Vertical connectiongdmat layers are
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achieved by plating vias, which are made by higlpgcialized drilling equipment capable of achiewentremely fine tolerances with high
accuracy. We specialize in high layer printed dirboards with extremely fine geometries and taless. Because of the tolerances involved,
we use clean rooms for certain manufacturing pE®sn which tiny particles might otherwise credaéects on the circuit patterns, and use
automated optical inspection systems to ensureistens quality.

To organize and track our orders, materials andgages, we have developed a proprietary integnaséedifacturing support system
called the Computer On-Line Loading and Trackingtem, or “COLT.” This system tracks all phases asigects of shop-floor production in
real time to deliver crucial information to evergaision point. Our lab analysis system, which iréggs with COLT, helps us analyze and
continually improve our products and processesgusitiine statistical process control tools.

Competition

We believe our major competitors are U.S. and imagonal independent producers that manufacturdi4haykr printed circuit boards,
provide backplane and other electronic assembtidso#fer quick-turn services, such as Dynamic Defaic., Multek (a division of
Flextronics International Ltd.), Sanmina-SCI, TTMchnologies, Inc., Tyco International Ltd. and \fia®ems, Inc.

We believe that our ability to compete successfdépends upon a number of factors, including athirtelogical capability; our produ
quality; our responsiveness to customers in defieed service; our manufacturing capabilities amplcity; and our pricing.

Backlog

Our 90-day backlog was approximately $19.8 millairthe end of fiscal 2004 and $11.9 million atene of fiscal 2003. A substantial
portion of our backlog is typically scheduled falidery within 60 days.

Patents and Other Intellectual Property

Although we seek to protect certain proprietanhtedogy and other intangible assets, we believebasimess depends on our effective
execution of fabrication techniques and our abtlitymprove our manufacturing processes. We gelgezater into confidentiality and non-
disclosure agreements with our employees, congaltard customers, as needed, and generally limgtsaao and distribution of our
proprietary information and processes. Neverthelgescannot be sure that the steps taken by upreillent the misappropriation of our
technology and processes. Furthermore, effectioprpgtary process protection may not be availablmay be limited in China or other
foreign countries.

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 varietpaterials, including metals and chemicals. Assult, we are subject to environmental
laws relating to the storage, use and disposaheficals, solid waste and other hazardous mateasiaell as air quality regulations. Water
used in our manufacturing process must be treateghtove heavy metals and neutralized before ibeagischarged into the municipal
sanitary sewer system. We operate and maintainegiflwater treatment systems under effluent digghpermits issued by authorized
governmental agencies. These permits must be rehperédically and are subject to revocation inglient of violations of environmental
laws. Certain waste materials and byproducts gésebiay our manufacturing processes are either pseckby us or sent to third parties for
recycling, reclamation, treatment or disposal. Bgiiiscal 2004, our Forest Grove facility obtairgadtification to the ISO 14001 Internatiol
Standard for Environmental Management Systems. fdia@mce of this certification requires the systémmagrformance of certain
environmental related business activities intertdetiaintain appropriate

8
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focus on environmental goals which include commititrte emvironmental compliance, prevention of pmdin, and continuous improvement,
among others. It is our intention to obtain certifion to the standard for our Wood Village fayildter this year. We believe our
environmental management complies with environmeatpirements in all material respects.

Employees

As of May 31, 2004, we had a total of 1,407 workefsvhich 1,148 were regular employees and 25%uwamporary workers. None of
our employees is represented by a labor union. 8Ve hever experienced an employee-related worlpatgpand we believe our relationship
with our employees is good, although, like most ufacturing companies, we have from time to timeesignced employment related claims.

Internet Access

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

ITEM 2. PROPERTIES.

We manufacture our products on our 73-acre Foreste&; Oregon campus, which includes approximatéB,@00 square feet of
manufacturing and warehouse facilities and apprateéty 62,500 square feet of training and admirtistnefacilities, and on our Wood
Village, Oregon campus, which includes approxinya®8,000 square feet of manufacturing space. Wetberfrorest Grove facility and lee
the Wood Village facility under an operating lea®er Forest Grove facility is certified under ti83 9001:2000 quality assurance model.
This certification requires that we meet standaetited to management, production and quality chramong others. We are operating our
Wood Village facility in compliance with ISO 900D@0 certification standards and expect to unde®gd 9001:2000 certification review for
that facility in September 2004. We use total dyatianagement systems to meet the highest indsistnglards for product quality.

ITEM 3. LEGAL PROCEEDINGS.

In June and July 2004, several class action comiglaere filed in the United States District Cdiortthe District of Oregon against
Merix and certain of our executive officers andediors. Each of the complaints alleges that therikfnts violated the federal securities laws
by making certain alleged false and misleadingestants. The plaintiffs seek unspecified damagdsebialf of purported classes of
purchasers of our securities during the period fdoihg 1, 2003 through May 13, 2004. We intend ggovbusly defend ourselves.

On July 2, 2004, two separate shareholder derwatdmplaints were filed, purportedly on behalf aéri, in the Circuit Court for the
State of Oregon, County of Multhomah, against owgcative officers and directors. The complaint® alame Merix as a nominal defendant.
The complaints seek unspecified damages from tfendants, as well as the derivative plaintiffsbatiey fees and costs, based on alleged
breaches of fiduciary duties and mismanagemenhéyléfendants.

A potential loss or range of loss that could afieen these complaints is not estimable or probabkhis time.

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 2004.

9
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EXECUTIVE OFFICERS
The following table sets forth certain informatieith respect to our executive officers:

Executive Officers Age Position

Mark R. Hollinger 46 Chairman, Chief Executive Officer and Presic

Janie S. Browi 59 Senior Vice President, Chief Financial Officer, 3sarer and Secreta
Daniel T. Olsor 49 Senior Vice President, Sales and Marke

Anaya K. Vardye 41 Senior Vice President, Operatic

Mark R. Hollingerwas elected to our Board of Directors in May 1986 has been the Chairman since September 200H®imger
has served as Chief Executive Officer of Merix siseptember 1999 and as President since May 1%9ited Merix in September 1997
Senior Vice President, Operations and served asf Chgerating Officer from August 1998 to Septemt@99. Prior to joining Merix, he
spent three years as Vice President of Operatio@srinental Circuits Corporation. His experieatso includes more than a decade at IBM
where he served in a variety of manufacturing pmsst Mr. Hollinger also serves on the Board ofedtors of SimpleTech, Inc.

Janie S. Browras served as Senior Vice President since Jan08dy, Secretary since September 1999, Chief Finb@fimer since
August 1998 and Treasurer since September 1997BiMwsin served as Vice President from April 1998anuary 2001 and as Corporate
Controller from June 1995 until August 1998. Froap@mber 1982 until joining Merix in 1995, Ms. Bnoweld various positions, including
audit partner, with Deloitte & Touche LLP. Ms. Browurrently serves as a member of the Advisory 8adPACCESS.

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 amnuary 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 Contalé@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.

10
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PART Il
ITEMS5. MARKET FOR THE REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES.

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 healtiarket.

High Low

Fiscal year 2004

Quarter 4 $25.1¢ $ 9.3C

Quarter & 28.5¢ 16.3¢

Quarter z 21.3¢ 12.01

Quatrter 1 12.4¢ 5.4¢
Fiscal year 2003:

Quarter 4 $ 5.7¢ $ 3.5

Quarter & 12.2¢ 4.8C

Quarter 2 10.6( 7.1C

Quatrter 1 18.4¢ 5.6C

On July 26, 2004, the last reported sale priceunfcommon stock on the Nasdaq National Market v@&a84bper share. As of July 26,
2004, there were approximately 120 shareholdersaufrd and approximately 6,300 beneficial sharedrsldf our common stock.

We currently intend to retain any earnings for imseur business and, therefore, we do not antieipaying any cash dividends in the
foreseeable future. We have never declared orgajictash dividends on our capital stock. In tharjtthe 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.

2004 2003 2002 2001 2000

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

Net sales $156,40( $ 94,57 $ 86,50( $183,90( $155,87.
Net income (loss 28 (30,089 @ (9,58() 26,59’ 7,45¢
Basic net income (loss) per share $ — $ (207)®@ $ (0.6¢) $ 1.0¢ $  0.7€@
Diluted net income (loss) per share $ — $ (20)® $ (0.69) $ 1.8 $ 079
Balance Sheet Data

Working capital $139,11° $ 52,12¢Y $ 59,64t $ 65,97( $ 73,54(
Total assets 250,18: 141,56 161,20: 175,68 159,30t
Long-term debt, less current portir 25,00( 25,00( 16,00( 16,00( 25,15(
Shareholders’ equity 198,41! 104,44® 132,79¢ 134,19 101,73

(1) Reflects a $16.6 million charge to establisiakiation allowance on deferred tax assets recard#ftk fourth quarter of fiscal 2003. See
Note 9 to the financial statements included in thjsort.
(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 AN D RESULTS OF OPERATIONS.
Overview

We are a leading manufacturer of technologicallyaaded printed circuit boards for use in sophistidalectronic equipment. Our
principal products are complex multi-layer print#ctuit boards, which are the platforms used terciinnect microprocessors, integrated
circuits and other components that are essenttaktoperation of electronic products and systems.

During the sustained industry downturn in recertrgewe continued to advance the technology opduted circuit boards and enha
our quick-turn and premium services capabilitieg &dded a significant number of new customers amtymew programs with existing
customers. We broadened our international footpvitit the establishment of a sales presence infgeuamd China. We focused on reducing
our cost structure and improving productivity thgbout our operations. We began production in oun®Vdgillage facility in the fourth
quarter of fiscal 2004 and we continue to investapital equipment at our Forest Grove and Woothyd facilities. We expect the first ph:
of our expansion to increase our production capdnit50% when production is fully ramped and tanfigantly enhance our quick-turn and
premium services capabilities. Due to a levelingedand during the fourth quarter of fiscal 2004, $econd and final phase of our
expansion has been deferred until we see indicatbfurther strength in demand. When fully implerasl, we expect that our expansion
double our production capacity from fiscal 2003clsv

Critical Accounting Policies and Estimates

Management’s Discussion and Analysis of Financ@hdition and Results of Operations discusses thpaay’s financial statements,
which have been prepared in accordance with actauptinciples generally accepted in the Unitedé&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; (iii) and the reported antewf sales and expenses during the reporting
period. On an on-going basis, we evaluate and epulatestimates and judgments, including thoseeelm® the collectability of accounts
receivable, realizability of inventories, impairni@rf long-lived assets, amount of warranty obligasi 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 bsisur judgments about the carrying values of @saed liabilities that are not readily
apparent from other sources. Actual results m&erdifom these estimates under different conditiaie believe the following critical
accounting policies, among other policies, affagtmore significant judgments and estimates usdkdrmpreparation of our financial
statements.

Revenue Recognition and Accounts Receivable

We recognize revenue upon the shipment of our mtsdo the customer provided that we have receavpdrchase order, the price is
fixed, title has transferred, product returns a@spnably estimable, collection of the resultirggieable is reasonably assured, there are no
customer acceptance requirements and there aenraining significant performance obligations. Wentan an allowance for estimated
sales adjustments based on historical experieneeal¥d maintain an allowance for doubtful accofmt&stimated losses resulting from the
inability of our customers to make required payreemhis estimate is based on historical experiecu@ent economic and industry
conditions and the profile of our customer mixthié financial condition of our customers were ttederate, resulting in an impairment of
their ability to make payments, additional allowasicould be required.

Inventories

Inventories are valued at the lower of cost or reddnd include materials, labor and manufacturiveylvead. We write down our
inventory for estimated obsolescence or unmarkiittalyi amounts equal to the
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difference between the cost of the inventory as@#timated market value based on assumptions aliotg demand and market conditions.
If actual future demand or market conditions werbe less favorable than we projected, additiamegmtory write-downs could be required.

Long-lived Assets

We review longlived assets for impairment when circumstancescatdithat the carrying amount may not be recoverdactors 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 oftasshanges in technology or significant negdtideistry or economic trends. If this review
indicates that the value of an asset may be imgyaive make an evaluation of the recoverabilityhef met carrying value of the asset over its
remaining useful life. If this evaluation indicatdsit the value of the asset is not recoverabéendi carrying value of the asset will be redt
to fair value and the remaining depreciation perial be adjusted. Any such impairment charge cbeldignificant and could have a
material adverse effect on our financial statemérsd when an impairment charge is recorded.

Warranty

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

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 consequencebwtible to differences between the financial stetet carrying amounts of existing assets
and liabilities and their respective tax basesebefl tax assets and liabilities are measured @siagted tax rates expected to apply to ta
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 &otbents expected to be realized. An adjustmedéterred tax assets is charged to income
in the period such a determination is made. Irefi2003, we initially recorded a full valuation@Mance against our deferred tax assets
because of operating losses. Our financial resufiscal 2004 supported maintaining a full valoatallowance and we have adjusted the
valuation allowance accordingly. If and when weairetto profitability, we will reverse the valuati@iowance 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
2004 2003 2002 2004 2003 2002
Net sales $156,40C $94,57: $86,50( 100.(% 100.(% 100.(%
Cost of sale: 136,42! 96,97 87,08( 87.z 102.t 100.7
Gross profit (loss 19,97¢ (2,399 (580 12.¢ (2.5 (0.7)
Operating expense
Engineering 6,047 6,152 5,66¢ 3.6 6.5 6.5
Selling, general and administrati 12,77: 11,297 11,18¢( 8.2 12.C 12.¢
Restructuring and related activiti — 2,052 — 2.2 —
Total operating expens 18,82( 19,50: 16,84¢ 12.1 20.7 19.4
Operating income (lost 1,15¢ (21,900 (17,42H 0.7 (23.9 (20.7)
Interest incom 72€ 1,081 2,01t 0.5 1.1 2.3
Interest expens (1,636 (1,709 (620 (1.0 (1.9 (0.7)
Other expense, n (219 (971) (68€) (0.2 (0.9 (0.8
Income (loss) before tax 28 (23,499 (16,716 — (24.¢) (19.9)
Income tax (expense) bene — (6,585 7,13¢ — 7.C 8.2
Net income (loss $ 28  $(30,08) $ (9,580 0.C% (3L.)% (11.1)%

Comparison of Fiscal Years 2004 and 2003
Net sales

Our net sales in fiscal 2004 were $156.4 milliamjrecrease of 65% from net sales of $94.6 milliofiscal 2003. This increase was
primarily due to an increase in unit shipments andncrease in average pricing.

Unit shipments were 60% higher in fiscal 2004 thafiscal 2003. The increase in volume was thelteglincreased end market
demand as well as new program gains from existirsgomers and the addition of new customers. WeWbeknd market demand increased
primarily due to the economic expansion of the ratekve serve, particularly the communications nmaikie believe that we have been
successful in increasing our customer base andnifianew programs from existing customers duéeodfforts of our sales force as well as
our strategy of expanding our state-of-the-art nfacturing capabilities, including the enhancemdrdw quick-turn and premium services
business. We also believe that increased unit sigsrare partially the result of the eliminatiorsofne of our competitors’ capacity due to
permanent plant closures. We experienced a levefingstomer demand in the fourth quarter of fig#4 and do not expect volumes to
continue to increase in fiscal 2005 at the rateedrpced in fiscal 2004.

Average pricing decreased throughout fiscal 2008 @Esult of changes in our product mix and contigetpricing pressures in our
industry. Average pricing increased throughoutdist004 primarily as a result of mix changes, idahg increased demand for premium
services and for products incorporating high-sgastdnate materials, and overall price increasenasufacturing capacity utilization in the
printed circuit board industry improved. Produckrohanges affect average pricing as pricing oruditwoards varies significantly based on
board complexity, materials used and assembly reupgints. In general, average pricing is highebfmards that utilize high-speed laminate
materials or thermal management solutions bec#ese thoards use higher cost materials.

Net sales of quick-turn and premium services (pctslthat we sell at a premium over our standard pase as a result of rapid
prototype and pre-production manufacturing or caaped lead-time volume orders)
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represented 40% of net sales in fiscal 2004 condpar@7% in fiscal 2003. Net sales of quick-turi @nemium services in fiscal 2004
included higher levels of both prototype and corapeel lead-time volume orders, while net sales wketurn and premium services in fiscal
2003 consisted principally of prototype and preerction orders. We believe the level of prototypeeos increased due to our focus on
growing this business. In the first three quartéréscal 2004 compressed lead-time volume ordeceeiased rapidly as a result of higher
customer demand combined with longer standard fieagks. In the fourth quarter of fiscal 2004 compesslead-time volume sales declined
as a percentage of net sales relative to the fiviee quarters due to a shortening of standardtleees and a decline in demand for these
services. Although we expect our quick-turn propetyales to continue to increase, we expect oupssed lead-time volume sales to
fluctuate from quarter to quarter, which will reisial fluctuations in the percentage of our netséilem these services.

Sales in the communications end market represé&@@®@dand 76% of our net sales in fiscal 2004 an®2@#spectively. The increase in
net sales in the communications end market is ageely to a strengthening of that industry, whiah lvelieve grew faster than the other end
markets we serve. Communications is our primary$and we continue to add new customers in thiswearttet.

Sales attributed to our five largest OEM custonoeraprised 68% and 60% of our net sales in fisc@d2dnd 2003, respectively. Two
OEM customers accounted for more than 10% of otisaes in fiscal 2004 and 2003. We expect to oomtto depend upon a small number
of customers for a significant portion of our nekes for the foreseeable future.

Sales attributed to our OEM customers include salede through the OEM'’s electronic manufacturimyise providers. We expect
sales to OEMs through their electronic manufactuservice providers to continue to represent aifsigmt portion of our net sales.
Approximately 67% and 61% of our net sales wereertacbur OEM customers’ electronic manufacturingise providers in fiscal 2004 and
2003, respectively. Most of our shipments to etedtr manufacturing service providers are directe@EMs who negotiate product pricing
and volumes directly with us. On a period to petiagis, shipments to electronic manufacturing sergroviders will vary depending on sz
mix and customer mix. In addition, we are on thpraped vendor list of several electronic manufantyservice providers and continue to be
awarded incremental discretionary orders directhynf them.

Our 90-day backlog was approximately $19.8 mill&rihe end of the fourth quarter of fiscal 2004 &ad.9 million at the end of fiscal
2003. A substantial portion of our backlog is noltynacheduled for delivery within 60 days.

Gross margin

Gross margin as a percentage of net sales wasvpdk.8% in fiscal 2004 and negative 2.5% in fiff#3. The increase in gross
margin was primarily due to an increase in manuf@og capacity utilization, a lower variable cosusture, increased productivity and a
higher margin sales mix, partially offset by insed fixed costs. Manufacturing capacity utilizationproved due to increased demand, which
enhances gross margin because fixed costs aredsprena higher number of units produced, decrgasia cost per unit. The lower variable
cost structure primarily resulted from reductionsupplier pricing for materials and other cosuibn actions. Restructuring and related
activities, which were primarily completed in thértl quarter of fiscal 2003, generated cost savawgspared to the prior year, but were of
by the increased costs associated with resumingxpansion of the Wood Village manufacturing fagibeginning in the second quarter of
fiscal 2004 and the ramping of production in traility in the fourth quarter of fiscal 2004. Inased productivity reflects a higher level of
output per headcount. A shift to a higher margiesanix is the result of changes in customer demiuatliding higher levels of quick-turn
and premium services revenue. We have begun tmsemses in the costs of raw materials and eXpetier price increases in fiscal 2005.
We expect our customers to resist absorbing ineckasmaterial costs in the form of higher pricesdor products.
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Engineering
Engineering expenses were $6.0 million, or 3.9%eifsales, in fiscal 2004 compared to $6.2 millmmG.5% of net sales, in fiscal

2003. The decrease in engineering expenses isiirdae to the capitalization of qualified intetrengineering costs related to our capacity
expansion project in fiscal 2004, offset by an @ase in incentive compensation.

Selling, general and administrative

Selling, general and administrative expenses w&eSmillion, or 8.2% of net sales, and $11.3 millior 12.0% of net sales, in fiscal
2004 and fiscal 2003, respectively. The increaselling, general and administrative expense piilyneesulted from increased headcount in
the sales organization, higher incentive compeaisatind higher commissions to outside sales firmaddition, in the fourth quarter of fiscal
2004 we accrued $450,000 of legal fees to defendipg securities class action claims.

Restructuring and Related Activities

During the third quarter of fiscal 2003, we exeduserestructuring plan that consisted of a volyntayoff and the relocation of certain
operations. The relocation had a positive impaabwncost structure, cycle time and productivityaddition, we recorded a related charge
impaired assets that resulted from the restrugjufiihe plan was substantially completed duringttirel quarter of fiscal 2003 and a charg
$2.1 million was recorded during the year for nesturing and related activities.

Interest Income

Interest income decreased to $728,000 in fiscadt Zfiim $1.1 million in fiscal 2003 due to a loweeld on investment balances as a
result of lower interest rates.

Interest Expense

Interest expense declined slightly to $1.6 millioriscal 2004 from $1.7 million in fiscal 2003 apdmarily relates to interest on the
$25.0 million convertible debenture.

Other Expense, Net

Other expense, net, decreased to $219,000 in 2664, compared to $971,000 in fiscal 2003, pritpahie to certain non-operating
charges for outside services recorded in fiscaB200

Income taxes

The provision for income taxes for fiscal 2003 6f@million was primarily the result of a $16.6 lioih charge to income tax expense
recorded in the fourth quarter of fiscal 2003, esgnting a valuation allowance against our defaae@ssets that we established as a res
an accumulation of net operating losses. See Nuaidl® financial statements included in this répOur effective income tax rate was zero
for fiscal 2004 due to adjustments to a valuatitowaance against deferred tax assets. We incumiddianal net operating tax losses in fiscal
2004 and we increased our gross deferred tax asddhe corresponding valuation allowance, whishilted in no income tax benefit or
expense for the year.

The internal revenue code limits the amount of atiee taxable income that may be offset by net ajpeg loss carryforwards if certain
changes in stock ownership occur, including certhimnges in ownership of stock by passive instingi investors. If those changes in
ownership of our stock have occurred or occur efthure, we may be limited in the amount of negraging loss carryforwards that we can
use in any given year to reduce our income sulbjeiax.
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Comparison of Fiscal Years 2003 and 2002
Net Sales

Net sales were $94.6 million in fiscal 2003, arréase of 9.3% from net sales of $86.5 million gtéil 2002. The increase in net sales
resulted from an increase in unit shipments thiseblower average pricing. Unit shipments were 46@her 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. Volume gains were partially offset [R486 decrease in average pricing in fiscal 2003 @eipto fiscal 2002. The decrease in
average pricing is a result of product mix charagesell as competitive pressures on pricing fohluptick-turn and volume orders. Net sales
of quick-turn and premium services comprised 27%eaifsales in fiscal 2003, compared to 34% in fi2682. The decrease in quick-turn and
premium services revenue as a percent of salesaplymeflected a decline in market pricing for gkiturn prototype orders and an increas
volume sales in fiscal 2003. Quick-turn revenubath fiscal 2003 and fiscal 2002 consisted prinltypat quick-turn prototype and pre-
production orders, as opposed to compressed lgaviblume orders.

Sales in the communications end market represét@#dof sales in fiscal 2003 and 2002. Sales tdivarargest OEM customers
comprised 60% of our net sales in fiscal 2003, camag to 65% in fiscal 2002. Approximately 61% ad@®bof our net sales were made to
OEM customers’ electronic manufacturing servicevigters in fiscal 2003 and 2002, respectively. Twetomers each accounted for more
than 10% of our net sales in fiscal 2003 and 2002.

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 partialgebby an increase in manufacturing
capacity utilization, a lower cost structure anck@ased productivity.

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 268 resulted primarily from the fiscal 2002 dapration of qualified internal engineeril
costs related to our capacity expansion projectiacrgased labor expense due to mandated timerfiffdal 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 developmedteamhanced 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 sapenses have increased due to strategictbistengthen the organization, higher
variable compensation due to higher sales, and ataddime-off in fiscal 2002 that was not repeatefiscal 2003.

Restructuring and Related Activities

During the third quarter of fiscal 2003, we exeduserestructuring plan that consisted of a volyntayoff and the relocation of certain
operations. The relocation had a positive impaabwncost structure, cycle time and productivityaddition, we recorded a related charge
impaired assets that resulted from the restrugjufiihe plan was substantially completed duringttirel quarter of fiscal 2003 and a charg
$2.1 million was recorded during the year for nesturing and related activities.
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Interest Income

Interest income decreased to $1.1 million in fiz@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 pi®jediscal 2002 that was not repeated in fis€fl2 Capitalized interest is amortized over
lives of the buildings and equipment to which lates.

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 associatetthwarly 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, esgnting a valuation allowance against our defaar@ssets. See Note 9 to the financial
statements included in this report. Excluding tiarge, our effective tax rate was a benefit 05%®in fiscal 2003 compared to a benefit of
42.7% in fiscal 2002. These effective rates incltreebenefit of research and development tax @eddognized for the current and prior
fiscal years.

Liquidity and Capital Resources

At the end of fiscal 2004, we had $124.5 milliorcash and cash equivalents. The principal sourtigwadlity in fiscal 2004 was the
proceeds from a public offering of our common sttiek we completed in the third quarter of fisc@02. Additional sources of liquidity
included proceeds from employee exercises of stptibns and cash provided by operating activitiediscal 2004, we used cash principally
to finance capital expenditures and fund net wayldapital. We anticipate that these uses of our eal continue in the future.

Cash provided by operating activities for fiscabD2@vas $1.9 million, compared to cash used in djpers.of $10.7 million in fiscal
2003. Our operating cash flow of $1.9 million faadal 2004 primarily reflects net income of $28,086justed for $10.6 million of
depreciation and amortization, offset by a netéase in working capital accounts of $10.8 millier¢luding cash and cash equivalents and
short-term investments. The increase in workingtagexcluding cash and investments, is primattily result of an increase in accounts
receivable and inventory, partially offset by aorgmse in accounts payable and accrued compensgtierincrease in these accounts was
primarily caused by increased sales and produetitinity from fiscal 2003 to fiscal 2004.

Cash used in investing activities in fiscal 20046Wa2.2 million, primarily $13.7 million used foajgital expenditures for manufacturi
equipment and the early buy-out of equipment uadeoperating lease, offset by $1.5 million from thaturity of short-term investments. In
connection with our exercise of the buy-out optimder our operating lease, in the second quartisazl 2004, we paid the lessor $1.5
million to purchase the equipment under lease ardihated the lease. At the end of fiscal 2004hae firm capital commitments of
approximately $9.0 million relating to the purchadenanufacturing equipment, including equipmemtdor Wood Village facility.

Cash provided by financing activities in fiscal 200as $92.3 million compared to $7.9 million in hréor year. Our net cash flow from
financing activities for fiscal 2004 reflects nebpeeds of $87.7 million from a
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public offering of 3,700,000 shares of our commimtk at a price of $25.21 per share, less offecwgfs and underwriting discounts, that \
completed in the third quarter of fiscal 2004 adds$nillion of proceeds from the exercise of empl®gtock options.

We lease our 90,000 square foot Wood Village mariufang facility under an operating lease. Montlegse payments escalate at
specific points over the minimum ten-year termtaf kease. Outstanding minimum lease payments artief fiscal 2004 totaled $4.1
million. Payments on the initial term of the leasgend through July 2011 and we have the opti@xtend the term of the lease for three
consecutive periods of five years each.

The following summarizes contractual obligationsNterix at the end of fiscal 2004 and the effecsoth on its liquidity and cash flo
in future periods (in thousands).

Payments due by period

Less thar More than
1-3 3-5
Total 1 year years years 5years
Contractual Obligations
Convertible debentut $25,00( $ — $ — $25,00( $ —
Operating lease 4,36¢ 611 1,241 1,201 1,31:
Purchase obligatior 8,961 8,967 — — —
Expected cash payments, adjusted for
inflation, for asset retirement obligati 1,741 — — — 1,741
Total $40,07¢ $9,57¢ $1,241 $26,20: $ 3,054

We believe that our existing capital resources@ash generated from operations should be suffiteenteet our working capital and capital
expenditure requirements through at least the h2xhonths.

Risk Factors Affecting Business and Results of Opations

The following risk factors and uncertainties coalilise our actual results to differ materially fréhose projected in our forward-
looking statements, whether made in this AnnuabRem Form 10-K or the other documents we filehwfite SEC, or in our annual or
quarterly reports to shareholders, future preseasles, or orally, whether in presentations, respere questions or otherwise.

We are dependent upon the electronics industry, whh has historically suffered significant downturnsin demand resulting in excess
manufacturing capacity and increased price competibn within our industry.

The electronics industry, on which our businessedép, has historically been cyclical and subjesigaificant downturns characterized
by diminished product demand, rapid declines iraye selling prices and over-capacity. Althoughitigistry has seen improvement from
the latest significant downturn, the industry maptinue to experience relatively low demand andiooed price depression and is likely to
experience recessionary periods in the future.edomomic conditions affecting the electronics indysn general, or any of our major
customers, in particular, have adversely affectatoperating results and may continue to do sbénfiture. For example; our revenues
declined from $183.9 million in fiscal 2001 to $Bénillion in fiscal 2002 due to these factors.

The electronics industry is characterized by intecmmpetition, rapid technological change, reldighort product 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 measureer@hmarkets of the electronics
industry. Due to the uncertainty in the marketvsehby most of our customers, we cannot accurgieglict our future financial
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results or accurately anticipate future ordersamy time, our customers can discontinue or modifdpcts containing components
manufactured by us, adjust the timing of ordersstngments or affect our mix of net sales generfited quick-turn and premium services
versus standard lead time production, any of whalld adversely affect our results of operations.

Because we do not have longrm contracts with our customers, we are subjecta uncertainties and variability in demand and prodict
mix by our customers, which could decrease net saland negatively affect our operating results.

As is common in our industry, we generally do na¢dnlong-term contracts with our customers, andsequently, our net sales are
subject to short-term variability in demand by oustomers. Customers have no obligation to or@an ius and may cancel, reduce or delay
orders for a variety of reasons. The level andrigrif orders placed by our customers vary due to:

« fluctuation in demand for our custom’ products;

» changes in customers’ manufacturing strategied) as a decision by a customer to either divemifyonsolidate the number of
printed circuit board manufacturers us

+ customer inventory managemer

» changes in custom¢ requirement for quic-turn and premium services; a

» changes in new product introductio

We have experienced terminations, reductions atayslén our customers’ orders. Further terminatioaductions or delays in our
customers’ orders could lower our production agsgtation, which would lower our gross margingcdease our net sales and negatively
affect our business.
Lower sales may cause gross margins and operatingsults to decrease because many of our operatingst®are fixed.

A significant portion of our operating expenseeeigtively fixed in nature, and planned expendsuaee based in part on anticipated
orders. If we do not receive orders as anticipatedpperating results will be adversely affecedvenue shortfalls resulting from decreased
demand for our products have historically resuitedn underutilization of our installed capacitydatogether with adverse pricing, have
decreased our gross margins. Future decreasemamndeor pricing may decrease our gross margins.

Competition in the printed circuit board market is intense, and we could lose sales if we are unabtedompete effectively.

The market for printed circuit boards is intenssdynpetitive, highly fragmented and rapidly changie expect competition to persist,
which could result in continued reductions in prigiand gross margins and loss of market share.alievb our major competitors are United
States and international independent producersrhatifacture multi-layer printed circuit boardspydde backplanes and other electronic
assemblies, and offer quick-turn services. Thosepatitors include Dynamic Details Inc., Multek (aision of Flextronics International
Ltd.), Sanmina-SCI, TTM Technologies Inc., Tycoamational Ltd. and ViaSystems, Inc.

Many of our competitors and potential competitoes/rhave a number of significant advantages oveinakiding:

« significantly greater financial, technical, markegtiand manufacturing resourc

» preferred vendor status with some of our existing potential customers; a

 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 devosegnesources to the development, promotion aledo$dheir products than we can.
Consolidation in the printed circuit board industshich we expect to continue, could result ineréasing number of larger printed circuit
board companies with greater market power and ressuSuch consolidation could in turn increaseipgiand competitive pressures for us.
We must continually develop improved manufactupngcesses to meet our customers’ needs for comipigix technology products, and our
basic interconnect technology is generally notecitjo significant proprietary protection. We mat he able to maintain or expand our sales
if competition increases and we are unable to md@dfectively. During recessionary periods in éhectronics industry, our competitive
advantages in providing an integrated manufactwsaigtion and responsive customer service maydseiteportant to our customers than
they are in more favorable economic climates.

Pending or future litigation could have a materialadverse impact on our operating results and finanail condition.

We are currently subject to legal proceedings daiths, including several securities class actiavslsits and shareholder derivative
lawsuits. More lawsuits could be filed against$ise Part I, Item 3, “Legal Proceedings.”

Where we can make a reasonable estimate of anglplbability relating to pending litigation, weaord a liability. Although we have
created a reserve for some of the potential legstscassociated with litigation currently pendigaiast us, we have not created any reserve
for potential liability because we are not abletantify the potential liability, if any. Even wheve record a liability, the amount of our
estimates of costs or liabilities could be wrongcérdingly, our operating results and financialaition could be adversely affected. In
addition to the direct costs of litigation, pendmgfuture litigation could divert management’sation and resources from the operation of
our business. Accordingly, our operating results fimancial condition could be adversely affected.

If production capabilities increase in Asia, wheregproduction costs are lower, we may lose market sharand our gross margins may be
adversely affected by increased pricing pressure.

Price competition from printed circuit board maratéaers in Asia and other locations with lower pratibn costs may play an
increasing role in the printed circuit board masketwhich we compete. While printed circuit boardnufacturers in these locations have
historically competed primarily in markets for léeshnologically advanced products, they are exipgnitheir manufacturing capabilities to
produce higher layer count, higher technology pdntircuit boards. As a result of these factormmetitors in Asia may be able to effectiv
compete in our market segment, which may forceuswer our prices, reduce our gross margins oredese our net sales.

Because a small number of customers account for atsstantial portion of our net sales, our net salesould decline significantly if we
lose a major customer or if a major customer ordergewer of our products or cancels or delays orders.

Historically, we have derived a significant portiohour net sales from a limited number of cust@n&ur top five OEM customers,
which vary from year to year, represented 65%, @d#b68% of our net sales in fiscal 2002, 2003 di#t2respectively. We expect to
continue to depend upon a small number of custofoeis significant portion of our net sales for foeeseeable future. The loss of, or dec
in, orders from one or more major customers coetlice our net sales.

Some of our customers are relatively small comgariad our future business with them may be sicanitly 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 adversely affect our net sales.
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If we do not effectively manage the expansion of owperations, our business may be harmed, and thaéreased costs associated with
the expansion may not be offset by increased netles.

We constructed a 90,000 square foot leased manuifagtfacility located in Wood Village, Oregon, abhdgan production at that facili
in the fourth quarter of fiscal 2004. In additieve continue to expand capacity at our Forest Gfaeiity. Start-up of the Wood Village
facility and capacity expansion at the Forest Griaedity expose us to significant start-up risksluding:

» delays in receiving and installing required mantifeng equipment

« inability to retain management personnel and skilenployees, or labor shortages in gent

« difficulties scaling up productiot

» challenges in coordinating management of operatmasorder fulfilment between our Wood Village dfarest Grove facilities

» aneed to improve and expand our management infanmsystems and financial controls to accommodateexpanded operatior
* incurrence of cost overruns; a

 shortfalls in production volumes as a result wénticipated start-up or expansion delays thatccptévent us from meeting our
customer’ delivery schedules or production nee

The success of our expansion efforts at our Wodlddé and Forest Grove facilities will depend upam ability to expand, train and
manage our employee base. In connection with cuaresion efforts, we expect to hire additional woskéf we are unable to attract and train
new workers, or manage our expanding employee dfésetively, our ability to fulfill orders to custeer specifications in a timely manner
may be impaired. If we are unable to effectivelpaxd, train and manage our expanding employee baséusiness and results of operati
could be adversely affected.

In addition, we will incur new fixed operating expees and increased depreciation expenses assowittatie startap of Wood Village
and capital acquisitions at Forest Grove. If oursades do not increase sufficiently to offset éhespenses, our results of operation may be
adversely affected. We have recently seen a lay@lilemand and have deferred further increastreses expenses until demand
strengthens. If demand for our products does net maticipated levels, the value of the expandeitlitias could be significantly impaired,
which would adversely affect our results of openatand financial condition.

We rely on suppliers for the timely delivery of maerials used in manufacturing our printed circuit boards, and an increase in industry
demand or a shortage of raw materials may increashe price of these raw materials and limit our abiity to manufacture certain
products.

To manufacture our printed circuit boards, we usgenials such as laminated layers of fiberglasgpeofoil and chemical solutions tt
we order from our suppliers. Suppliers of laminatad other raw materials that we use may from tomtéme extend lead times, limit suppl
or increase prices due to capacity constraintshm@rdactors, which could adversely affect ourigptb deliver our products on a timely basis.
Some of our products use types of laminates tleabaly available from a single supplier that ha@dsatent on the material. Although other
manufacturers of advanced printed circuit boards alust use the single supplier and our OEM cust®aetermine the type of laminates
used, a failure to obtain the material from thekrsupplier for any reason may cause a disrupéind,possible cancellation, of orders for
printed circuit boards using that type of laminatéjch in turn would cause a decrease in our Hess#Ve have begun to see increases in the
costs of raw materials and expect further pricegases in fiscal 2005. We expect our customerssistrabsorbing increased material costs in
the form of higher prices for our products.
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Products we manufacture may contain manufacturing dfects, which could result in reduced demand for awservices and liability
claims against us.

We manufacture highly complex products to our cuglis’ specifications. These products may containufecturing errors or failures
despite our quality control and quality assurarféarts. Defects in the products we manufacture, tvbiecaused by a design, manufacturir
materials failure or error, may result in delaybgpments, customer dissatisfaction, or a redudticar cancellation of purchase orders. If
these defects occur either in large quantitieeofftequently, our business reputation may be inepaiSince our products are used in proc
that are integral to our customers’ businessesrrdefects or other performance problems cowdlrén financial or other damages to our
customers beyond the cost of the printed circugirbpfor which we may be liable. In addition, ceértaf our products are used in applications,
such as aircraft, where failure could have devigiatffects on end users. Although sales arrangengamerally contain provisions designed
to limit our exposure to product liability and ridd claims, existing or future laws or unfavorgpidicial decisions could negate these
limitation of liability provisions. Product liabtly litigation against us, even if it were unsucdéeksvould be time consuming and costly to
defend. Although we maintain a warranty reservis, riiserve may not be sufficient to cover our watsrar other expenses that could arise as
a result of defects in our products.

If we are unable to respond to rapid technologicathange and process development, we may not be atdecompete effectively.

The market for our manufacturing services is charazed by rapidly changing technology and continnglementation of new
production processes. The future success of oundsswill depend in large part upon our abilityraintain and enhance our technological
capabilities, to manufacture products that meehgimg customer needs, and to successfully anteipatespond to technological changes on
a costeffective and timely basis. In addition, the praht@rcuit board industry could encounter compaetitidmm new or revised manufacturi
and production technologies that render existingufecturing and production technology less cometibr obsolete. We may not be able to
respond effectively to the technological requiretaeri the changing market. If we need new techriebgnd equipment to remain
competitive, the development, acquisition and imm@atation of those technologies and equipment mayire us to make significant capital
investments. We may not be able to raise additiumals in order to respond to technological charageguickly as our competitors.

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 batitns of our key management, engineering, saldsraarketing and professional
services personnel, many of whom would be diffitoilteplace. Although we have employment and nanpmte agreements with our key
personnel, if one or more members of our senioragament or key professionals were to resign, the ¢ personnel could result in loss of
sales, delays in new product development and dorecf management resources, which would have ativegeffect on our business. We do
not maintain “key man” insurance policies on anyof personnel.

Our manufacturing process depends on the collectivexperience of our employees. If these employeesrevéo leave us and take this
knowledge with them, our manufacturing process maguffer and we may not be able to compete effectivel

We rely on the collective experience of our emptsym the manufacturing process to ensure we aomisly evaluate and adopt new
technologies. Although we are not dependent onosmeyemployee or a small number of employees indoire@ur manufacturing process, |
significant number of our employees involved in mifacturing were to leave our employment and we weteable to replace these people
with new employees with comparable experience pmamufacturing process could suffer as we may beélarta keep up with innovations in
the industry or the demands of our customers. Aesalt, we may not be able to continue to compgéstavely.
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We are exposed to the credit risk of some of our stomers and as a result of a concentration of ourustomer base.

Most of our sales are on an “open credit” basih wfandard industry payment terms. We monitoniiddial customer payment
capability in granting open credit arrangementskde limit open credit to amounts we believe thetomers can pay, and maintain reserves
we believe are adequate to cover exposure for fdwdmtcounts. During periods of economic downturithie global economy and the
electronics industry, our exposure to credit rifsken our customers increases. Although we haverprog in place to monitor and mitigate
the associated risk, those programs may not betiefein reducing our credit risks.

Five companies represented approximately 67% ofhettrade accounts receivable at May 31, 2004, individual percentages for
those companies ranging from 6% to 35%. Our OEMatuers direct our sales to a relatively limited t@mof electronic manufacturing
service providers. Our contractual relationshitymcally with the electronic manufacturing servim®viders, who are obligated to pay us for
our products. Because we expect our OEM custoroarsritinue to direct our sales to electronic mactuféng service providers, we expec
continue to be subject to the credit risk of atedinumber of customers. This concentration ofarusts exposes us to increased credit risks.
If one or more of our significant customers werdégome insolvent or were otherwise unable to papur results of operations would be
harmed.

Because we have significant foreign sales and inttto expand our global presence, we are subject pmlitical, economic and other
risks we do not face in the domestic market.

While approximately 7% and 16% of our net salefisical 2003 and 2004, respectively, were attribite@EM customers domiciled
outside of the United States, 24% and 35%, respgfirelated to products shipped outside of théddnStates, primarily to the foreign
facilities of electronic manufacturing service paers, as directed by our OEM customers. We exgades in, and product shipments to, non-
U.S. markets to continue to represent a signifipantion of our total sales in the future. In aduit we are exploring the feasibility of
producing printed circuit boards in China. Our exgp@ to the business risks presented by foreignauis will increase to the extent we
continue to expand our global operations. Globakrafions subject us to a number of risks, including

* inflation or changes in political and economic citiods;

« logistical, communications and other operation£lalilties in managing a global enterpri:
» potentially adverse tax consequent

* restrictions on the transfer of funds into or ou&@ountry;

« difficulty in attracting and training workers inrisign markets and problems caused by labor ur
* less protection of our proprietary processes amv-how;

» longer sales cycle:

» multiple, conflicting and changing governmental $asnd regulations

» protectionist and trade laws and business practicggavor local companie

 price and currency exchange controls;

« difficulties in collecting accounts receivab

Additionally, fluctuations in the strength of theSJ dollar may provide a price advantage to foreigmpetitors.

Our failure to comply with environmental laws could adversely affect our business.

Our operations are regulated under a number ofd&dstate and municipal environmental and safetysland regulations that govern,
among other things, the discharge of hazardoustret materials into the air and
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water, as well as the handling, storage and dispdsaich materials. While we believe that our gpiens substantially comply with
applicable environmental laws, we may violate emwinental laws and regulations in the future asalref our failure to have necessary
permits, human error, equipment failure or otherses. If we violate environmental laws, we may élel tiable for damages and the costs of
investigations and remedial actions and may beestib fines and penalties, and revocation of pwrmécessary to conduct our business.
permit revocations could require us to cease dt fimoduction at one or more of our facilities, amtm our business, results of operations
and financial condition. Even if we ultimately pedly environmental lawsuits against us would beettonnsuming and costly to defend. Our
failure to comply with applicable environmental Eand regulations could limit our ability to expéadilities or could require us to acquire
costly equipment or to incur other significant exges to comply with these laws and regulationsr@eyears, environmental laws have
become more stringent, imposing greater compli@osés and increasing risks and penalties assoaciatediolations. We operate in
environmentally sensitive locations and we areesttjp potentially conflicting and changing regalgtagendas of political, business and
environmental groups. Changes or restrictions eahdirge limits, emissions levels, permitting regmients and material storage, handling or
disposal might require a high level of unplannepitehinvestment, operating expenses or, depenalingpe severity of the impact of the
foregoing factors, costly plant relocation. It ssgible that environmental compliance costs andlfiea from new or existing regulations n
harm our business, results of operations and fiahnondition.

We are potentially liable for contamination at aurrent and former facilities as well as at sité®ere we have arranged for the disposal
of hazardous wastes, if such sites become contéadin@hese liabilities could include investigatimd remediation activities. It is possible
that remediation of these sites could adverselcafiur business and operating results in thedutur
Acquisitions may be costly and difficult to integrae, 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 any acgigss or investments, we could:

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

 incur amortization expenses related to intangiblets

 incur large and immediate wr-offs that would reduce net income;

» abandon an acquisition effort after incurring sfigaint expenses

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

» problems integrating the purchased operationsntdolies or product:

« unanticipated expenses and working capital requards;

 achieving sufficient revenues to offset increasqubases associated with acquisitic

» diversion of manageme’'s attention from our core business and our exparefiorts;

» adverseeffects on business relationships with our or ttguaed compar’s suppliers and custome
» entering markets in which we have limited or n@pgxperience; an

» potential loss of key employees, particularly thobthe acquired organizatio

Any of these factors could prevent us from reatizamticipated benefits of a future acquisitionrorgstment, including operational
synergies, economies of scale and increased pnafigins and revenue.
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Acquisitions of high-technology companies are iemélly risky, and any future acquisition may notsoecessful. Failure to manage and
successfully integrate acquisitions we make coalunhour business and operating results in a matea. Even when an acquired company
has already developed and marketed products, predh@ancements may not be made in a timely fashiceddition, unforeseen issues mi
arise with respect to such products after the atipr.

We may incur increased costs as a result of recepténacted and proposed changes in laws and regulatis relating to corporate
governance matters.

Recently enacted and proposed changes in the ladveegulations affecting public companies, inclgdine provisions of the Sarbanes-
Oxley Act of 2002 and rules adopted or proposethbySecurities and Exchange Commission and by #seld] Stock Market, will result in
increased costs to us as we evaluate and respahd tew requirements. Although we cannot predietstimate the amount of the additional
costs we may incur to comply with these rules amlilations, or the timing of such costs, our legal financial compliance costs have
increased and we expect them to continue to inergasr efforts to evaluate and respond to theserequirements could also divert
management’s attention from operations and stratggportunities, which could negatively affect imancial condition and results of
operations.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE  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 would have a material effect on our liquidiiyancial 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 $25.0Ganill6.5% convertible debenture because that imgtni bears a fixed rate of interest.

We do not have exposure to foreign exchange risdl asles are currently denominated in US dollars.

26



Table of Contents

ITEM 8.  FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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 29, 2004 and May 31, 2003, and the
results of its operations and its cash flows farheaf the three years in the period ended May 2042n 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 ¢hiisancial statements based on our audits. Wewated our audits of these statements in
accordance with the standards of the Public Compacpunting Oversight Board (United States). Thetsendards require that we plan and
perform the audit to obtain reasonable assuranoetathether the financial statements are free déri@ misstatement. An audit includes
examining, on a test basis, evidence supportingutheunts and disclosures in the financial statespaissessing the accounting principles
used and significant estimates made by managemshgvaluating the overall financial statement gméstion. We believe that our audits
provide a reasonable basis for our opinion.

P RICEWATERHOUSEC 0OPERY.LP

Portland, Oregon
June 25, 2004, except for Note 16, as to whichdtte is July 9, 2004
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MERIX CORPORATION

BALANCE SHEETS
(In thousands)

May 31,
2004 2003
ASSETS
Current asset:
Cash and cash equivalel $124,53( $ 42,45!
Shor-term investment — 1,51¢
Accounts receivable, net of allowance of $926 a@4b$ respectivel 30,05: 13,25:
Inventories 9,622 6,221
Other current asse 1,312 79¢
Total current asse 165,51! 64,24+
Property, plant and equipment, | 84,02: 76,37¢
Other asset 64t 94C
Total asset $250,18: $141,56(
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 19,25t $ 7,31¢
Accrued compensatic 3,997 2,87¢
Accrued warrant 1,061 892
Other accrued liabilitie 2,08t 1,032
Total current liabilities 26,39¢ 12,11¢
Convertible debentur 25,00( 25,00(
Other lon¢-term liability 36¢ —
Total liabilities 51,76¢ 37,11¢
Commitments and contingencies (Notes 15 anc — —
Shareholder equity:
Preferred stock, no par value; authorized 10,0@0esh none issue — —
Common stock, no par value; authorized 50,000 sh@sued and outstanding 2004: 19,068 shares; 2003
14,650 share 198,97¢ 104,91°
Unearned compensatit (119 2
Accumulated defici (44%) (473
Total shareholde’ equity 198,41! 104,44.
Total liabilities and sharehold¢ equity $250,18: $141,56(

See the accompanying Notes to Financial Statements.
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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,

2004 2003 2002
$156,40(  $9457  $ 86,50(
136,42! 96,97: 87,08
19,97t (2,399 (580)
6,047 6,15- 5,66¢
12,77¢ 11,29; 11,18(
— 2,057 —
18,82( 19,50: 16,84¢
1,158 (21,900 (17,429
72¢ 1,081 2,01¢
(1,636) (1,708) (620)
(216) (971) (68€)
28 (23,499 (16,719

— (6,585) 7,13¢
$ 28  $30,08) $ (9,580
$ 00C $ (2.0) $ (0.69
$ 00C $ (2.0) $ (0.69
16,19¢ 14,51¢ 14,08:
16,83( 14,51¢ 14,08:
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MERIX CORPORATION
STATEMENTS OF SHAREHOLDERS'™ EQUITY

(In thousands)

Retained
Common Stock Earnings
(Accumulated
Unearned
Shares Amount Compensatior Deficit)
Balance at May 31, 20( 13,67: $ 95,00« $ — $ 39,19(
Net loss — — — (9,580
Exercise of stock optior 717 3,94 — —
Tax benefit related to exercise of stock opti — 3,84« — —
Issuance of stock under defined contribution | 23 397 — —
Balance at May 31, 20( 14,41 103,18¢ — 29,61(
Net loss — — — (30,087
Exercise of stock optior 60 311 — —
Tax benefit related to exercise of stock opti — 10z — —
Issuance of stock under defined contribution | 17¢ 1,24( — —
Issuance of stock options to r-employee: — 7 @) —
Amortization of unearned compensat — — 5 —
Shares surrendered or cance — 2 — —
Compensation expense for modification of stockays — 70 — —
Balance at May 31, 20( 14,65( 104,91 2 (473
Net income — — — 28
Exercise of stock optior 59:¢ 4,62 — —
Issuance of stock under defined contribution | 97 1,42¢ —
Issuance of stock options to r-employee: — 7 @) —
Issuance of restricted stock to employ 29 30t (305) —
Amortization of unearned compensat — — 19t —
Shares surrendered or cance Q) (35 — —
Sale of common stock, n 3,70C 87,73 — —
Balance at May 29, 20( 19,06¢ $198,97¢ $ (119 $ (445)

See the accompanying Notes to Financial Statements.
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Total

$134,19¢
(9,580)
3,94¢
3,84¢
397

132,79¢
(30,08%)
311
102
1,24(

5
2
70

104,44
28
4,62
1,42¢

195
(39)
87,73:

$198,41!
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MERIX CORPORATION

STATEMENTS OF CASH FLOWS
(In thousands)

Cash flows from operating activities:
Net income (loss

Years ended May 31,

2004 2003 2002

$ 28 $(30,08)  $ (9,580()

Adjustments to reconcile net income (loss) to mshc(used in) provided by operating

activities:
Depreciation and amortizatic

10,59¢ 10,67¢ 10,59:

Tax benefit related to exercise of stock opti — 10z 3,84«
Deferred income taxe — 6,96¢ (6,869
Contribution of common stock to defined contribatjgan 1,42¢ 1,24( 397
Loss on impairment and disposal of as: 47z 1,96¢ 212
Expense for stock based compensa 19t 75 —
Other 41 (28) (81)
Changes in assets and liabiliti
Accounts receivabl (16,799 (2,445 5,08:
Inventories (3,395 (1,220 1,23:
Income tax refund receivah — 1,69: (364)
Other asset (51¢) 44¢ 40€
Accounts payabl 7,50z 99¢ (2,795
Accrued compensatic 1,11¢ 45C 33¢
Accrued warrant 16¢ (418 (173
Other accrued liabilitie 1,08t (1,137 407
Net cash (used in) provided by operating activi 1,92¢ (20,717 2,65(

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:
Proceeds from issuance of convertible deber
Principal payments on lo-term deb:
Exercise of stock optior
Proceeds from sale of common stock,
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

(13,689 (5,199 (16,809

(1,549 (5,800

1,51¢ 9,32 40,99:
— 8 18
(12,170 2,59¢ 18,40:
— 25,00( —
— (16,000) (9,149)
4,621 311 3,94¢
87,73 — —
— (1,376) —
(39) @) —
92,32 7,93¢ (5,205)
82,07¢ (185) 15,84¢
42,45 42,63¢ 26,79(

$124,53( $ 42,45: $ 42,63¢

$ 1,62¢ $ 1,62¢ $ 1,46¢
— — 1,36z

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 essentthletoperation of electronic products and systahs.Company provides its products to
original equipment manufacturers (“OEM”s) and the@ctronic manufacturing service providers that e Company products primarily i
high-end commercial equipment in the communicationomputing, and test and measurement marketsCohgany provides its customers
with a broad range of products and services inolydiesign assistance and engineering servicek-tjuic and premium services, volume
production, RF/Microwave application products, that management solutions and backplanes.

Fiscal Year

The Company'’s fiscal year is the 52- or 53-weelkqueending the last Saturday in May. Fiscal ye@@42and 2002 were 52-week years
ended May 29, 2004 and May 25, 2002, respectivadeal year 2003 was a 53-week year ended May@®13.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 disclosfieotingent assets and liabilities at the date
of the financial statements and the reported ansoofisales 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, estimatexbts of warranty obligations, impairment of ldhgd assets, estimated obligation associ
with the retirement of assets, estimated legal es@e 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 compamtadées currently available to the Company for delbit similar terms and maturities.
Cash and Cash Equivalents
Cash and cash equivalents consist of cash in tamks&ighly liquid investments with maturities ofée months or less when purchased.

Investments

The Company has designated its investments asthtthiturity. Such investments are reported at ameattcost with associated
premium or discount amortized to interest incomerdtie lives of the investments. Short-term investta at May 31, 2003, which have
maturities of less than one year, are composednpbcate bonds of $1,514. Amortized cost approx@nabarket value at May 31, 2004.
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Inventories

Inventories are valued at the lower of cost or raaénd 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 methmased on the estimated useful lives of
depreciable assets as follows: up to 40 yearsuibdibgs, 10 to 20 years for grounds and 3 to l&rydor 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 exceeddahevalue of the asset. Fair value is determineeharily using the anticipated cash flows
discounted at a rate commensurate with the ristdied. Losses on assets to be disposed of arendatat in a similar manner, except that
fair values are reduced for disposal costs.

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 transferreal|lextion of the resulting receivable is reasonasgured, product returns are reasonably
estimable, there are no customer acceptance reggmts and there are no remaining significant obtiga. The Company maintains an
allowance for estimated sales adjustments bas&dstorical experience. The Company also maintamaliwance for doubtful accounts
receivable for estimated losses resulting fromintladility of our customers to make required payrsewthich is based on historical
experience, current economic and industry condstemmd the profile of our customer mix. The provisior doubtful accounts receivable is
recorded at the time revenue is recognized. Dudisngl years 2004, 2003 and 2002, bad debt writeftdve been insignificant.

Warranty
The Company generally warrants its products foerog of up to twelve months from the manufactusgedA provision for the
estimated cost of the warranty is recorded upopnsant.
Engineering Expense
Expenditures for engineering of products and mastufing processes are expensed as incurred.

Net Income (Loss) Per Share

Basic net income (loss) per share is computed ubmgveighted average number of shares of comnuak sutstanding for the period.
Diluted net income per share is computed usinguwighted average number of shares of common stodthpatentially dilutive shares relat
to stock options outstanding during the periodréneental shares of 636,698 for fiscal year 2004ted to outstanding stock options, were
included in the
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calculations of diluted net income per share. TdileWing incremental shares were excluded fromdileulation of diluted net income (loss)
because including these shares would have bedtilatiie:

May 31,
2004 2003 2002
Incremental shares related to:
Outstanding stock optior 751,83: 2,259,96' 1,095,45!
Convertible debentur 1,287,99 1,287,99 —
Total 2,039,82! 3,547,96. 1,095,45:

Of the stock options outstanding at May 31, 20@93and 2002, 692,469, 2,280,286 and 551,036, cégely, had exercise prices above the
average market price of the underlying common stockhe respective fiscal years.

Comprehensive Income (Loss)

The Company has not had any transactions thattaféecprehensive income (loss) for the periods preesk except for 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 tasraxpected 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 expecbedrealized.

Segment Reporting

The Company operates within one business segmeagfimed in Statement of Financial Accounting Stamdd (“SFAS”) No. 131,
“Disclosures about Segments of an Enterprise amat®&ElInformation”. The Company uses a single st@ode production facility to produce
similar, customized products for its customers. Tloepany does have a separate production fadilitygroduces sub-components, but there
are no separately identifiable revenues assocwitbdhis facility. The production facilities, salenanagement and chief decision-makers for
all processes are managed by the same executive Téee Company does not manage under separaté gmdfloss analysis individual
processes or components of its business, nor tthase multiple plants that produce different praduAdditionally, the Company has no
long-lived assets outside the United States. Sé¢e Nbfor revenues from customers domiciled outdigeUnited States and information
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 No. 25"and complies with the disclosure provisions of SFG
123, “Accounting for Stock-Based
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Compensation.” Under APB No. 25, because the eseqmiice of stock options granted to date equalsrthirket price of the underlying stock
on the date of grant, no compensation expensedsded. Income tax benefits, if any, related telstoption exercises are added 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 nebme (loss) and net income (loss)
per share would approximate the pro forma discksbelow:

Years ended May 31,

2004 2003 2002
Net income (loss) as report $ 28 $(30,087) $ (9,580
Add: Stock-based employee compensation expensgedetlin reported net

income, net of related tax effe 18¢ 42 —
Deduct: Total stock based compensation expensendetd under the fair value

method for all awards, net of ti (6,040 (4,837 (4,069
Net loss pro formi (5,829 (34,879 (13,649
Net loss per share, as repor
Basic $ — $ (2.09) $ (0.6¢)
Diluted $ — $ (2.0 $ (0.69)
Net loss per share, pro forr
Basic $03 $ (240 $ (0.99)
Diluted $ (0.3¢) $ (240 $ (0.99)

Recent Accounting Pronouncements

In June 2001, the Financial Accounting Standardsr@¢'FASB”) issued FAS No.143 “Accounting for As$eetirement
Obligations” (“FAS 143"), which is effective fordcal years beginning after June 15, 2002. FAS #idiBesses financial accounting and
reporting for obligations associated with the mtient of tangible long-lived assets and the aswatasset retirement costs. Upon initial
recognition of a liability, the cost is capitalizad part of the related long-lived asset and aémtto expense over the useful life of the asset.
The Company adopted this standard during fisca#t20@ recorded an asset and a liability equaldgtksent value of the estimated asset
retirement obligation related restoring the Wootagie facility to shell condition upon terminatiofithe lease. The Company also recorded a
non-cash charge of $49 in cost of sales relatédet@umulative effect of a change in accountinggpile.

In January 2003, FASB issued Financial Interpretallumber (“FIN”) No. 46 “Consolidation of Variablaterest Entities, an
interpretation of ARB 51.” FIN No. 46 provides gaitte on the identification of entities for whicmuwl is achieved through means other
than through voting rights called “variable intdrestities” or “VIEs” and how to determine when ambich business enterprise should
consolidate the VIE (the “primary beneficiary”). i§mew model for consolidation applies to an erititwhich either (1) the equity investors
(if any) do not have a controlling financial inteter (2) the equity investment at risk is insuéfitt to finance that entity’s activities without
receiving additional subordinated financial supgiain other parties. In addition, FIN No. 46 re@sithat both the primary beneficiary anc
other enterprises with a significant variable iagtiin a VIE make additional disclosures. The Camypboes not have any interests that would
change its current reporting entity or require &iddal disclosure outlined in FIN No. 46.

In April 2003, the FASB issued SFAS No. 149, “Amareht of Statement 133 on Derivative Instrumentstdedging Activities.” This
statement amends SFAS No. 133 to provide clarifinain the financial accounting and reporting afieigive instruments and hedging
activities and requires contracts with similar
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characteristics to be accounted for on a compatsses. The adoption of SFAS No. 149, which isaffe for contracts entered into or
modified after June 30, 2003, did not have an ¢fieche Company’s financial condition or result®perations.

In May 2003, the FASB issued SFAS No. 150, “Acctnmfor Certain Financial Instruments with Charaistécs of both Liabilities and
Equity.” SFAS No. 150 establishes standards on the cles$ificand measurement of certain financial instmisith characteristics of ba
liabilities and equity. The provisions of SFAS N&O are effective for financial instruments entered or modified after May 31, 2003 and
to all other instruments that exist as of the beigig of the first interim financial reporting pedeginning after June 15, 2003. The adoption
of SFAS No. 150 did not have an impact on the Comijsaresults of operations or financial position.

In November 2002, the Emerging Issues Task FofeE &) issued EITF No. 00-21, “Accounting for RewenArrangements with
Multiple Deliverables.” EITF No. 00-21 addressesa@i@& aspects of the accounting by a vendor farayements under which it will perform
multiple revenue-generating activities. EITF No-ZDestablishes three principles: revenue shoulgbegnized separately for separate units
of accounting; revenue for a separate unit of acttog should be recognized only when the arrangémmsideration is reliably measurable
and the earnings process is substantially compett consideration should be allocated among tharate units of accounting in an
arrangement based on their fair values. The Compdopted the provisions of EITF No. 00-21 for ellenue arrangements entered into after
June 15, 2003. The adoption of EITF No. 00-21 dithave an impact on the Company'’s results of djpersor financial condition. In
December 2003, the SEC issued Staff AccountingeBol(“SAB”) No. 104, “Revenue Recognition,” whicldifies, revises and rescinds
certain sections of SAB No. 101, “Revenue Recogniin Financial Statements.” SAB 104's primary s is to rescind accounting
guidance contained in SAB 101 related to multifpéement revenue arrangements, superceded as agkthdtissuance of EITF 00-21. The
changes noted in SAB No. 104 did not have an effedhe results of operations, financial positiorcash flows.

Note 2. Inventories

May 31,
2004 2003
Raw materials $ 1,24¢ $ 72C
Work in proces: 6,82¢ 3,471
Finished good 1,54¢ 2,03¢
Total $ 9,62 $ 6,22
Note 3. Property, Plant and Equipment
May 31,
2004 2003
Land $ 2,19 $ 2,19
Buildings and ground 33,07: 32,47¢
Leasehold improvemen 16,117 8,84
Machinery and equipme 102,85 83,60:
Construction in progres 7,30¢ 20,16¢
Total 161,54 147,28t
Accumulated depreciatic (77,527 (70,917
Property, plant and equipment, | $ 84,02: $ 76,37¢
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The Company capitalized interest of $942 relateefansion projects in fiscal 2002. Capitalize@iiest is amortized over the
depreciable life of the assets to which it relald®e Company recognized depreciation expense q2980%$10,340 and $10,456 in fiscal
2004, 2003 and 2002, respectively.

Note 4. Convertible Debenture

In the first quarter of fiscal 2003, the Companiygiely sold a $25,000 6.5% convertible debenture May 2007. The debenture is
unsecured, is convertible into shares of our comstock at a fixed conversion price of $19.41, andallable after August 2004 if certain
conditions are met. There is no principal amoriimagnd the debenture is classified as long-terht.deterest is payable quarterly, and the
debenture contains a put option that entitles tiiédr to require the Company to redeem the debertiua price equal to 110% of the
principal balance upon a change in control of tben@any. This put option will be marked-tearket quarterly and any effect will be showt
the Statement of Operations. There was no effeth@iBtatement of Operations in fiscal 2003 orafi@004 related to the put option. The
Company does not anticipate that the derivativéhvaive significant value because no change of obigtrcurrently contemplated. The
debenture contains a debt ratio incurrence covaarahthe Company was in compliance with this comedaring fiscal 2004. A portion of
the proceeds of this financing were used to repdyli the remaining $16,000 of senior unsecuregtaoutstanding at the end of fiscal 2002.

Note 5. Lease Agreements

In a prior year, the Company leased manufacturingpenent under an operating lease that was enteteds part of a sales leaseback
transaction. The lease included a buy-out provigibereby the Company had the option to purchasedbg@ment at the end of the fourth
year. In the second quarter of fiscal 2004, the @amy exercised the b-out option and paid $1,494 for the purchase oftipgipment,
releasing the Company from further obligation urtthés lease.

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 paynigan in July 2001 and will escalate at specifiofsmver 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 significant operating leases$614, $1,557 and $1,357 in fiscal years 20083 20d 2002, respectively.
Minimum lease payments related to the operatingeléar the Wood Village facility which has a leasen in excess of 12 months, are as
follows:

Minimum

Payments Undet
Operating Lease!

Years Ended May 31,

2005 $ 611

2006 60¢
2007 637
2008 62C
2009 58C
Thereafte 1,318

Total minimum lease paymer $ 4,36¢
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Note 6. Accrued Warranty
Warranty activity for the years ended May 31, 2668 2004 consisted of the following:

Year Ended May 31,

2004 2003

Balance at the beginning of the per $ 89z $1,31(C
Accruals for warranties issued during the pe 1,89¢ 1,54¢
Accruals or changes in estimates related t-existing warrantie (262) (439
Settlements made during the per (1,469 (1,530
Balance at the end of the peri $ 1,061 $ 89z

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 ComparsyShareholders. The 1994 Plan, as amended, peénmiggant of up to 3,575,000 shares of authorizednaon stocl
in the form of incentive stock options, ngnalified stock options, stock bonus rights, res#d stock awards and performance based awa
employees, independent contractors and consulfEinés1994 Plan provides for automatic option grémwdirectors not affiliated with Merix
of 20,000 shares at the time first elected to thexrdb and 5,000 shares annually thereafter.

The Company also has a Merix Corporation 2000 Nalifigd Stock Option Plan (“the 2000 Plan”). TheDR(Plan, as amended,
permits the grant of up to 4,000,000 shares ofai#tdd common stock in the form of nonqualifiedcétoptions and stock awards to
employees, directors and to non-employee consaltagents and independent contractors and advigarprovide services to the Company.
The number of shares subject to stock options tuk wards granted to officers and directors i gimen year cannot exceed 25% of the
total number of shares subject to awards grantéubityear.

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 exercisablékataver a four-year period beginning one
year after the date of grant and expire five toyears from the date of grai
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A summary of stock option activity for both plassais follows:

Weighted
Average
Price Per
Number of
Shares Share
Outstanding at May 31, 20( 2,201,41. 10.6¢
Granted 807,64( 17.52
Cancelec (132,709 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 (59,697 5.1¢
QOutstanding at May 31, 20( 3,315,33 12.4¢
Granted 311,52! 15.3(
Cancelec (112,77:) 14.5:
Exercisec (592,869 7.8C
Outstanding at May 31, 20( 2,921,21. $ 13.67
Options Exercisabl
May 31, 200z 786,75 $ 10.6¢
May 31, 2002 1,259,75! $12.9C
May 31, 2004 1,302,02! $ 15.0¢
The following table summarizes information abowicktoptions outstanding for both plans at May 3042
Options Outstanding Options Exercisable
Omggr?girng Weighted Average Weighted Average Number of Share: Weighted Average
Remaining
Range of Exercise Prices Contractual Life (years) Exercise Price Exercisable Exercise Price
$ 2.04-% 762 276,88: 3.60 $5.5% 253,89! $5.47
7.83- 8.34 605,57¢ 5.50 8.31 151,35¢ 8.2t
8.57- 9.99 661,07- 5.02 8.7¢ 117,61t 8.5¢
10.05- 16.80 625,57: 3.99 14.0¢ 376,98t 13.8:
16.89- 67.06 752,10° 3.83 24.9( 402,16 26.7(
$ 2.04-$67.06 2,921,21. 4.46 $13.6° 1,302,02! $15.0¢

Restricted stock awards are subject to vestingosimelr terms as specified at the time of issuanca tymmittee of the Board of
Directors. Generally, restricted stock awards vatstbly over a four-year period beginning on thstfanniversary of their issuance and may
contain accelerated vesting provisions. Unearnatpemsation expense is recognized ratably overdbting period. The Company awarded
30,500 restricted shares and rights in fiscal 2004yhich 15,250 vested during the year. Compeasakpense of $188 related to the vesting
of these shares was recorded in fiscal 2004. There no restricted stock awards in fiscal years32@td 2002.
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The following weighted average assumptions weré us¢he Black-Scholes option pricing model foruiab all stock options granted
during fiscal years 2004, 2003 and 2002:

2004 2003 2002
Risk-free interest rat 2.09% 2.89% 3.68%
Expected dividend yiel 0% 0% 0%
Expected live: 3.59 year 3.83 year 3.72 year
Expected volatility 98% 110% 118%

Using the Black-Scholes methodology, the total galtistock options granted during 2004, 2003 ar@P2@as $3,127, $8,122 and
$10,559, respectively. If the fair value based roéthogy of accounting were in use, the Company dexpense this value over the vesting
period of the options (typically four years). Theighted average fair value of options granted du2i®04, 2003 and 2002 was $10.04, $6.13
and $13.08 per share, respectively.

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 itsdeterm business strategy, and reserved 500,008ssb&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.

In the third quarter of fiscal 2004 the Company pteted an underwritten public offering of 3,700,&ares of common stock at a p
of $25.21 per share, less offering costs and undtang discounts providing net proceeds of $87,732.
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 s¥ftasand liabilities, using currently enacted &btes. The provision for (benefit from) incol
taxes consisted of the following:

Years ended May 31,

2004 2003 2002
Current:
Federal $ — $(7,26)) $(1,485)
State — (1,409 —
Total curren — (8,669 (1,485
Deferred:
Federal (46) (1,130 (4,940
State 96 (195 (717
Total deferrec 50 (1,325 (5,65))
Valuation allowanct (50 16,57 —
Income tax expense (benet $ — $ 6,58¢ $(7,13€)
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State and Foreign Income Taxes were not signififtarfiscal year ended May 31, 2004.

The principal differences between taxes on incoomeputed at the federal statutory rate of 34% icaliyears 2004, 2003, and 2002
recorded income tax expense (benefit) were asvistlo

Years ended May 31,

2004 2003 2002

Tax computed at statutory re $ 9 $(7,989) $(5,687)
State income taxes, net of federal ber 1 (1,599 (717)
Permanent items and crec 2¢ (6593 (752)
Valuation allowanct (38) 16,57« —

Resolution of IRS tax issues and other, — 252 10
Income tax expense (benet $ — $ 6,58¢ $(7,13€)

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

May 31,
2004 2003
Deferred tax ass—current:
Inventories $ 864 $ 70¢
Vacation accrue 14¢€ 108
Sales allowance 35¢ 367
Contribution carryforwart 40 —
Other 367 36¢
Deferred tax ass—current $ 1,77¢ $ 1,54¢
Deferred tax ass—Ilong-term:
Intangible basis differenc $ 127 $ 487
Fixed asset basis differen (6,300 (2,447
Alternative minimum tax cred 54¢ 54¢
Net operating loss carryforwa 21,08¢ 15,77
Qualified research expenditures cre 2,35¢ 842
Other (109 (17€)
Deferred tax ass—long-term $17,70¢ $ 15,02¢
Total deferred tax ass 19,48 16,57«
Valuation allowanct (19,489 (16,579
Net deferred tax ass $ — $ —

In fiscal 2003, the Company recorded a full valoallowance against its deferred tax assets andnagle adjustments to the valuation
allowance in fiscal 2004. At May 31, 2004, the Camp had net operating loss carryforwards of appnaxély $53,456 and $54,859 for US
federal and state income tax purposes, respectiValy ultimate realization of these deferred tesetsis dependent upon the generation of
future taxable income before these carryforwargsrexbeginning in fiscal 2022 for federal incora purposes and beginning in 2012 for
state income tax purposes. Although the Comparigipates future sustained profitability, SFAS NO9Trequires that recent historical
operating losses must weigh heavily in assessimggélizability of deferred tax assets. Thus, aatibn allowance against the deferred tax
asset was recorded because of losses generatad fiscal 2003 and fiscal 2002.
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Utilization of federal and state net operating lasd tax credit carryforwards may be subject tatstantial annual limitation due to the
ownership change limitations provided by the InééiRevenue Code of 1986, as amended, and simal@ gtovisions. The annual limitation
may result in the expiration of NOL and tax cragditry forwards before full utilization.

Deferred tax assets and related valuation allonsntapproximately $2,959 relate to certain US fabdand state NOL carryforwards
resulting from the exercise of employee stock amjdhe tax benefit of which, when recognized, bdlaccounted for as a credit to additional
paid-in capital rather than a reduction of the ineaax provision.

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. Underplan, 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 2004, 2003 20@2, the Company’s contribution expense was $1,82,240 and $1,243, respectively.

Note 11. Concentrations of Risk

The Company does not believe that at May 31, 2idtvad any significant credit risks. Financial mshents that potentially subject the
Company to concentrations of credit risk consigigipally of investments and trade accounts redde/ar he risk in investments is limited
due to the creditworthiness of investees compriffiegoortfolio and the diversity of the portfolieor the purposes of evaluating risk in
receivables, the Company considers the entity frdrich the receivable is due, which can be eitheD&M customer or its electronic
manufacturing service provider, depending uporbitieg arrangement. In total, five entities repgated approximately 67% of the net trade
accounts receivable balance at May 31, 2004, iddally ranging from 6% to 35%. Forty six percentrafde accounts receivable, all of wh
are denominated in U.S. dollars, are with entitbested outside of the United States. The riskadé accounts receivable is limited due to
creditworthiness of entities that we sell to ang thlatively stable geopolitical environment of tweintries in which these entities reside. The
Company has not had significant losses relatet$ tacicounts receivable in the past.

Our five largest OEM customers, which vary fromyeayear, comprised 68%, 60% and 65% of our nessduring fiscal 2004, 2003
and 2002, respectively In fiscal year 2004, two O&bMtomers represented 35% and 15%, respectiviahgtsales. In fiscal year 2003, two
OEM customers represented 33% and 11%, respectfehyet sales. In fiscal year 2002, two OEM custesnepresented 31% and 13%,
respectively, of net sales.

Note 12. Sales by Geographic Area

Net sales by geographic area are attributed todhatry in which the OEM customer is domiciled pgposed to the domicile of its
electronic manufacturing service provider, if aBgcause most sales to electronic manufacturingcgeprovider are directed by the OEM
customer, which negotiates product pricing and mas directly with the Company, the geographic leddlthe electronic manufacturing
service provider does not materially affect the @any’s sales. During the years ended May 31, 2043 and 2002 there were no
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material revenues from any individual foreign caynéxcept for one European OEM customer that attealifor 8% of net sales in fiscal
2004. Net sales by geographic area are as follows:

May 31,
2004 2003 2002
Domestic $131,89: $87,83¢ $83,56¢
Europe 21,86: 5,172 2,20¢
Other 2,64~ 1,56% 72¢
Total $156,40( $94,57: $86,50(

Note 13. Restructuring and Related Activities

In fiscal 2003, the Company executed a restruajupian that consisted of a voluntary layoff of appimately 50 employees from both
production and support groups and the relocatiazedfin finishing, test, and shipping operatiaiosrf a satellite production facility to the
main campus in Forest Grove, Oregon. In additioa,Gompany recorded a charge for impaired assatsasulted from the restructuring. 1
plan was completed in fiscal 2003 and a chargeefstructuring and asset impairment of $2,052, wasended. The charge consisted of $750
related to severance costs, $364 related to primfuctiocation and $938 related to asset impairnf@eterance costs included $70 of
compensation expense recorded due to the modifitafistock options held by employees that parig in the voluntary layoff.

Note 14. Related Party Transactions

In fiscal 2002, the Company sold product to antedic manufacturing service provider whose Chairraad Chief Executive Officer
was a member of the Company’s Board of Directot# his resignation from the Board of DirectorsAngust 2001. Although the Company
ships to and bills the electronic manufacturing/ser provider for these sales, procurement decssielated to volume, pricing and sourcing
are typically negotiated by the Company with an QEBdles through this electronic manufacturing serpirovider represented 5.1% of sales
in fiscal 2002.

Note 15. Commitments and Contingencies
Litigation
In the normal course of business, the Company regyelty to various legal claims, actions and coinfdaincluding actions involving
patent infringement and other intellectual propetaims. See discussion of current class actionptaimt and derivative complaints in Note
16.
Commitments
The Company had capital commitments of approxirge#8|967 as of May 31, 2004, primarily relatinghe purchase of manufacturi
equipment at Wood Village.

The Company renewed a letter of credit for $94atisf/ requirements of the lease agreement fobed Village facility. This letter ¢
credit expires on February 26, 2005, and is caolditeed with cash. The Company issued a letteredit for $692 in relation to the purchase
of manufacturing equipment. This letter of credipiees on September 4, 2004, and is collateralzigdl cash. The Company issued a letter of
credit for $699 to secure obligations due underleyge health insurance plans. This letter of cregtired on July 1, 2002.
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MERIX CORPORATION
NOTES TO FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

In fiscal 2002, the Company guaranteed a note avlihink related to the financing of certain manufiacty 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 2004, potential commitments undes¢ agreements were insignificant.

Note 16. Subsequent Events

On June 17, 2004, a class action complaint wad iiiilehe United States District Court for the Digtof Oregon against the Company
and certain of executive officers and directorsoTsimilar complaints were filed in the same Courtlane 24 and a fourth was filed on July
9. Each of the complaints alleges that the defetsddalated the federal securities laws by makiegain alleged false and misleading
statements. The plaintiffs seek unspecified damagdsehalf of purported classes of purchaserseoObmpany’s securities during the period
from July 1, 2003 through May 13, 2004. The Compiatgnds to vigorously defend itself.

On July 2, 2004, two separate shareholder deriwatmplaints were filed, purportedly on behalfla Company, in the Circuit Court
for the State of Oregon, County of Multnomah, agathe Company’s executive officers and directdte complaints also name the
Company as a nominal defendant. The complaints wegecified damages from the defendants, as wéfleaderivative plaintiffs’ attorney
fees and costs, based on alleged breaches ofdigutiities and mismanagement by the defendants.

A potential loss or range of loss that could afieen these complaints is not estimable or probabkhis time. The Company did record
a charge of $450 in the fourth quarter of fiscad2@or estimated costs associated with defendiegettlaims.
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SUPPLEMENTARY DATA—QUARTERLY FINANCIAL DATA (Unaudi ted)

Fiscal Year 2004

1st Qtr 2nd Qtr 3rd Qtr 4th Qtr
(In thousands, except per share data)
Net sales $30,72¢ $37,00¢ $44,14¢ $ 44,52(
Gross profit (loss 2,06¢ 5,512 8,39¢ 3,99¢
Operating income (lost (2,90 1,01¢ 3,511 (1,479
Net income (loss (2,247 707 3,18: (1,615
Basic net income (loss) per shi (0.1%) 0.0t 0.2C (0.0¢)
Diluted net income (loss) per sh: (0.1%) 0.0t 0.1¢ (0.09)

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 (1,49¢
Operating (loss (4,21 (4,039 (8,026)(1) (5,629(2)
Net (loss) (2,826 (2,119 (4,857 (20,289(2)
Basic net (loss) per sha (0.20 (0.15) (0.33) (1.39)

Diluted net (loss) per sha (0.20 (0.15) (0.33) (1.39)

(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 13 to the financial statements dtedun this repor

(2) Includes a charge of $16,574 to record a valoallowance against the deferred tax asset. S¢e Nto the financial statements
included in this repor
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING 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 29, 2004. 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 29, 2004 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.

ITEM 9B. OTHER INFORMATION.
None.

PART IlI

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT.

The information required by this item about our@xere officers is included in Part | of this repdFhe remaining information required
by this item will be included in our Proxy Staterhéar our 2004 annual meeting of shareholders, kgl be filed with the Securities and
Exchange Commission within 120 days after May 2®42

ITEM 11. EXECUTIVE COMPENSATION.

The information required by this item will be indied in our Proxy Statement for our 2004 annual ingeif shareholders, which will |
filed with the Securities and Exchange Commissidthiw 120 days after May 29, 2004.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT.

The additional information required by this itemlgie included in our Proxy Statement for our 2@bvhual meeting of shareholders,
which will be filed with the Securities and Exchangommission within 120 days after May 29, 2004.
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Disclosure Regarding the Company’s Equity Compensain Plans

The Company maintains two equity compensation plines1994 Stock Incentive Plan (“the 1994 Plamiy) the 2000 Nonqualified
Stock Option Plan (“the 2000 Plan”), pursuant tackithe Company may grant equity awards to eligg@esons. In 1994, the Company’s
Board of Directors adopted the 1994 Plan. The Catyigashareholders approved the 1994 Plan on Segtegth 1994 and approved
amendments to the 1994 Plan on October 9, 199%e®@bpr 23, 1997 and September 28, 2000. The miatemias of the 2000 Plan are
described below.

The following table summarizes information aboutiggawards under the Company’s 1994 Plan and 2080 as of May 31, 2004:

Number of shares Number of
. Shares of
of Common Stocl VXelghted Common Stock
Everage Available for Future
to be issued upol Xercise
Price of

exercise of
Outstanding

Issuance (excluding

Outstanding shares reflected in

Plan Category Options * Options )

Equity compensation plans approved by security drs 960,73: $ 16.9¢ 583,70((1)

Equity compensation plan not approved by secuotgdrs 1,960,48. $ 12.0¢ 1,884,91.(2)
2,921,21. $ 13.6i 2,468,61.

(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 electeth®board and 5,000 shares annually there:
(2) Shares available for issuance under our 2000

2000 Nongualified 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 has et hpproved by the Company’s shareholders.

Shares Available

As amended, the 2000 Plan reserves up to 4,008/0@s of the Company’s Common Stock for issuancgupnt to awards granted
under the 2000 Plan. The 2000 Plan permits thegafmon-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 orcépsed 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 arigard who provide services to the Company are @ligible to participate. In any plan ye
the Company’s officers and directors may not rez@ptions and stock awards involving more thanggregate of 25% of the shares of
Common Stock subject to the total aggregate numbeptions and stock awards granted during such ydar.
Administration
The Human Resources and Compensation Committée &dard of Directors administers the 2000 Plare Tbmmittee may
designate, from time to time, the individuals toomhawards are made under the 2000 Plan,
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the amount of any such award and the price and t¢hms and conditions of any such award. The Cdtamhas the full and exclusive po
to interpret the 2000 Plan and may, subject tgtogisions of the 2000 Plan, establish the rulestéooperation. Only the Board of Directors
may amend, 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 optieest and may be exercised. No monetary consideriatpaid 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 deal
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,iithmber of shares subject to the option
and the number of shares available under the 2@00fér 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 Comnetetermines at the time the stock is awarded Cdremittee may determine the recipients of
the awards, the number of shares to be awardethartine 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 othegwities of the Company or of another corporatigmeason of any recapitalization, merger,
consolidation, stock split or certain other tranisens, appropriate adjustment will be made by then@ittee in the number and kind of shares
available for awards under the 2000 Plan and tinebewn 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, sude terminate the 2000 Plan in such respectdsit deem advisable; provided
that shareholder approval must be obtained if reqguby law. The 2000 Plan will continue until dibses available for issuance under the
2000 Plan have been issued and all restrictiorsioh 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 eseiafian NSO, the optionee will
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realize ordinary compensation income, and the Compall generally be entitled to a deduction, ir thmount by which the market value of
the shares subject to the option at the time ofoise exceeds the exercise price. The Company'sdiied is conditioned upon withholding
income taxes on the income amount. Upon the sadbares acquired upon exercise of an NSO, the xdéeke amount realized from the ¢
over the market value of the shares on the da¢xerfcise will be taxable at capital gains rates.

An employee who receives a stock award in connegtith the performance of services will generabiglize taxable income at the tii
of receipt unless the shares are not substantiefifed for purposes of Section 83 of the Code anBlattion 83(b) election is made. If the
shares are not vested at the time of receipt,ifayee will realize taxable income in each yeawihich a portion of the shares substantially
vest, unless the employee makes an election ureigio8 83(b) of the Code within 30 days after thiginal date of the receipt of the award.
The Company generally will be entitled to a taxutein in the amount includable as income by theleyee 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 deducbiopensation paid to any of its
most highly compensated officers in any year dfi93. Because the 2000 Plan was not approved b@dhepany’s shareholders,
compensation received through the exercise of ngtipanted under the Plan is subject to the $10000jeduction limit.

For additional information about our equity compaian 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 will be indied in our Proxy Statement for our 2004 annual megetf shareholders, which will |
filed with the Securities and Exchange Commissidthiw 120 days after May 29, 2004.

ITEM 14. INDEPENDENT REGISTERED PUBLIC ACCOUNTIN G FIRM FEES AND SERVICES

The information required by this item will be indied in our Proxy Statement for our 2004 annual megetf shareholders, which will |
filed with the Securities and Exchange Commissidhiw 120 days after May 29, 2004.
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ITEM 15.

PART IV

EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K

(a)1.Index to Financial Statements.

Merix Corporation

Page Referenc

Report of PricewaterhouseCoopers L 27
Balance Sheets as of May 29, 2004 and May 31, 28
Statements of Operations for fiscal years ended 28004, May 31, 2003 and May 25, 2( 29
Statements of Sharehold’ Equity for fiscal years ended May 29, 2004, May 3103 and May 25, 20 30
Statements of Cash Flows for fiscal years ended 2822004, May 31, 2003 and May 25, 2( 31
Notes to Financial Statemer 32

(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.

3.1

3.2

4.1

4.2

10.1

10.21

10.31

10.41

Description

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

Bylaws of the Company, as amended, incorporate@igyence to Exhibit 3.2 to the Company’s FormKLfpr the fisca
year ended May 31, 199

Form of Amendment No.1 to Shareholder Rights Agretidated as of April 1, 2002, between the Compzanty
Mellon Investor Services LLC (formerly Chase Mellmwvestor Services LLC), as Rights Agent, incorpedaby
reference to the Compa’'s Current Report on Forn-K filed on April 2, 2002,

Form of Amendment No. 2 to Shareholder Rights Agrest, dated as of April 1, 2002, between the Com el
American Stock Transfer & Trust Company, as Rigtdgent, incorporated by reference to the Companyséht
Report on Form-K filed on April 2, 2002

Registration Rights Agreement between the ComparyTaktronix, incorporated by reference to Exhiifit2 to the
Compan’s Form 1K for the fiscal year ended May 28, 19!

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

Indemnity Agreement between the Company and Deb&r&voleman 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!
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Exhibit No.

10.51

10.61

10.71

10.81

10.91

10.10"

10.11"

10.12"

10.13"

10.14"

10.15°

10.1¢

10.17

10.18"

10.19-

Description

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 bynafee 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, incorpgaray
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 Compahilark R. Hollinger, incorporated by referencdetdibit 10.33
to the Compar’s Form 1-Q for the quarterly period ended August 30, 1¢

Indemnity Agreement between the Company and Maikdlinger 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 Will@anvcCormick 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!

Indemnity Agreement between the Company and D&ni€llson as of October 25, 1999, incorporated greamce to
Exhibit 10.25 to the Compa’s Form 1i-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

Executive Severance Agreement between the Compahpaaya K. Vardya, dated as of January 18, 20@@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).

Amendment to Registration Rights Agreement betwberCompany 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 Nesthial C, dated as of August 22, 2000, incorporated
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 Drliaffil Lattin dated as of September 28, 2000, incateal 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 Geddrderckhove 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, 20l
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Exhibit No. Description
10.201 2000 Nonqualified Stock Option Plan of the Compas/amended, incorporated by reference to Exhibi8lto the
Compan’s Form 1i-K for the year ended May 25, 20(
10.211 Indemnity Agreement between the Company and DoBDaltbbe 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
10.221 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
10.2: 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, (Reistn No. 333-
90374).
10.2¢ 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).

10.2¢ 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, (Reistn No. 333-
90374).
10.261 Indemnity Agreement between the Company and Kirbpyess as of September 24, 2002, incorporateéfieyence to

Exhibit 10.1 to the Compa’s Form 1-Q for the quarterly period ended November 23, 2

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 Ot

32.2 Section 1350 Certification of Chief Financial O#it

T This Exhibit constitutes a management contracbanpensatory plan or arrangement.
(b) Reports on Form 8-K

A Current Report on Form 8-K was furnished on Ma2dh2004 to report under Item 7 and Item 12 them@any’s results for the third
quarter of fiscal 2004. A Current Report on Forri{ 8as filed on May 14, 2004 to report under Iterand Item 9 revised guidance for the
fourth quarter of fiscal 2004. No other reportsFamm 8-K were filed during the quarter ended May Z804.
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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 104200

M ERIX C ORPORATION

By: /sl JANIE S. BROWN

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

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed belovugust 10, 2004 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/ CARLENEM. 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/ ROBERTC. STRANDBERG Director

Robert C. Strandberg
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EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢lee Registration Statements on Form S-8 (N8s33344, 333-76367 and 333-
59672) and the Registration Statements on Forn{i8. 333-90374, 333-111740, 333-112288 and 333:8R26f Merix Corporation of our
report dated June 25, 2004, except for Note 1& adich the date is July 9, 2004, which appeatiismForm 10-K.

P RICEWATERHOUSEC 0OPERY.LP

Portland, Oregon
August 10, 2004



EXHIBIT 31.1

CERTIFICATION
Chief Executive Officer

I, Mark R. Hollinger, certify that:

1.
2.

| have reviewed this annual report on Forn-K of Merix Corporation for the year ended May 20032;

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 presentisineport our conclusions about
the effectiveness of the disclosure controls adguatures, as of the end of the period coveredibyeport based on such
evaluation; ant

(c) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

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 refprahcial information; an

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

Date: August 10, 20C 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 annual report on Forn-K of Merix Corporation for the year ended May 20032;

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 presentisineport our conclusions about
the effectiveness of the disclosure controls adguatures, as of the end of the period coveredibyeport based on such
evaluation; ant

(c) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

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 refprahcial information; an

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

Date: August 10, 20C 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 Corporatighe “Company”) on Form 10-K for the year ended N2&y 2004 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 Office
August 10, 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 Corporatighe “Company”) on Form 10-K for the year ended N2&y 2004 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. Browi
Chief Financial Officel
August 10, 200:



