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Corporate Governance

Group structure and shareholders

Management structure

After weighing up all the options, the Board of Directors of Schaffner Holding AG decided in

July, 2005 to focus the Schaffner Group’s activities on the global market for components

and modules to ensure the correct functioning of electrical and electronic devices. A

suitable industrial buyer is being sought for the Test Systems Division in order to ensure the

successful ongoing development of the division’s activities, which the Schaffner Group

has restructured and repositioned over the last few years.

Board of Directors

Components Division
Roland Küpfer

Group companies

Test Systems Division
Johannes Schmid

Group companies

President & Chief Executive Officer
Fritz Gantert

Corporate
Martin Zwyssig
Finance + Accounting
Group Controlling
IT

Fritz Gantert
Corporate Communications +
Investor Relations
Group Quality +
Sustainability Management
Human Resources
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Companies of the Schaffner Group. Schaffner Holding AG is a public listed company under

Swiss law. Its ordinary share capital of CHF 31,797,000 is divided into 635,940 registered

shares with par value CHF 50 each. The registered shares of Schaffner Holding AG are

traded on the main segment of SWX Swiss Exchange under the securities number 906 209.

The stock market capitalization as of September 30, 2005 was CHF 124 million based on

the number of shares in circulation. The convertible bond of Schaffner Holding AG is

traded on SWX Swiss Exchange under the securities number 175 4641.

Ticker symbols:

– Registered share: SAHN

– Convertible bond: SAH04

For group companies of the Schaffner Group see note 26. Companies of the Schaffner

Group on page 39 of the Finance Report.

Significant shareholders. Schaffner Holding AG had 1,963 registered shareholders on

September 30, 2005. The following shareholders held 5% or more of the share capital and

voting rights on the accounting cut-off date:

– Sarasin Investmentfonds AG “SaraSelect”, Switzerland: 9.9%

– Alpine Select AG, Switzerland: 6.3%

– Buru Holding AG, Switzerland: 5.0%

The free float is 95.9%. The Company owns 4.1% treasury shares.

Further information on significant shareholders can be found on page 44 of the Finance

Report.

Cross-shareholdings. No cross-shareholdings with other public listed companies exist.



Schaffner Holding AG Finance Report 2004/20054

Corporate Governance

Ordinary share capital

Capital structure

Conditional share capital

CHF 31,797,000
Divided into 635,940 registered shares with par value CHF 50 each.
The share capital is fully paid up.
Each share grants the owner one vote at the Annual General Meeting of Shareholders.
All shares not held by the Company or one of its subsidiaries are dividend-bearing.

CHF 1,067,000 (for employee share option plan)
Divided into 21,340 registered shares with par value CHF 50 each.
Shareholders’ pre-emptive rights are excluded.

CHF 9,500,000 (for 2.25% convertible bond)
Divided into 190,000 registered shares with par value CHF 50 each.
Shareholders’ pre-emptive rights are excluded.
A pre-emptive subscription right was granted to shareholders.

Outstanding convertible bond. On January 28, 2004, Schaffner Holding AG issued a 2.25% con-

vertible bond with a principal amount of CHF 49.4 million and final redemption after 6 years

(2004–2010). The conversion price determined in a book-building procedure is CHF 260,

which corresponds to a conversion ratio of 3.846 shares of Schaffner Holding AG per con-

vertible bond with par value CHF 1,000 each.

More information on the conditional share capital:

– Employee share option plan, pages 12 and 36 of the Finance Report 2004/2005

– Convertible bond, pages 31 and 43 of the Finance Report 2004/2005 and in the issue 

prospectus dated January 26, 2004

Changes in capital. The changes in the share capital, capital reserves, retained

earnings and consolidated equity are listed on page 21 of this Finance Report and

on page 21 of the Finance Report 2003/2004.

Limitations to transferability and nominee registrations. Anyone registered in the share

register is considered to be a shareholder or beneficial owner. Anyone purchasing

registered shares is registered by the Board of Directors in the Share Register on

request as a shareholder with voting rights, provided they expressly declare that

the shares have been bought and will be held for their own account.

The Board of Directors registers nominees with voting rights in the share register

up to a maximum of 5% of the share capital recorded in the Commercial Register.

Above this limit, registered shares of nominees with voting rights are only reg-

istered in the share register if the nominee discloses the names, addresses and

holdings of the persons for whose account he or she holds 5% or more of the

registered share capital. Nominees are persons who do not expressly declare in

their registration request that they are holding the shares for their own account.

The Board of Directors is entitled to conclude agreements with nominees regard-

ing reporting obligations within the scope of the applicable law. The Board may

grant exceptions to the nominee ruling on a case-by-case basis.
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Legal entities and legal communities connected by capital, voting rights, management or

in any other way are regarded as a single purchaser, as are all natural persons, legal

entities or legal communities acting in a coordinated manner by agreement, as a syndicate

or in any other way with a view to circumventing the nominee ruling.

The Company may cancel registrations in the share register and backdate such cancellation

to the date of registration request if such registrations are found to be based on false infor-

mation given by the purchaser. In such case, the purchaser must be informed immediately

of the cancellation.

The registration restrictions described above also apply to shares bought or subscribed via

the exercise of pre-emptive rights, conversion rights or options.

Board of Directors

Members. The Board of Directors of Schaffner Holding AG is primarily composed

of independent, external members. Its membership on September 30, 2005 was

as follows:

Changes in the Board of Directors. Alex Oechslin and Peter Leuthold left the Board of

Directors at the Annual General Meeting of Shareholders on January 12, 2005.

The Board of Directors appointed Leo Steiner as its new Chairman.

* Executive member (President & Chief Executive Officer of the Schaffner Group)

since elected until

Leo Steiner, Chairman (since January 2005) 2002 2006
Fritz Gantert, Delegate* 2002  2006
Peter E. Rüd 1998 2006
Robert Scherer 1998 2006
Robert F. Spoerry 1998 2006

Secretary to the Board: Martin Zwyssig
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Corporate Governance

Information on the members of the Board of Directors

Leo Steiner, Chairman

1943, Swiss.

Diploma degree in ME, ETH Zurich.

Delegate of the Board of Directors of Komax Holding AG, Dierikon, and Chief Executive

Officer of the Komax Group since 1992.

Other mandates on the boards of listed companies:

Member of the Boards of Directors of Kardex Holding AG, Zurich, and Sarna Kunststoff

Holding AG, Sarnen.

Fritz Gantert, Delegate

1958, Swiss.

Ph.D. in ME, ETH Zurich.

Worked for Ascom from 1988 to 1998, then for Sarna Kunststoff Holding AG from 1998 to 2001.

President & Chief Executive Officer of the Schaffner Group since August 1, 2001.

Other mandates on the boards of listed companies:

Member of the Board of Directors of Eichhof Holding AG, Lucerne.

Peter E. Rüd

1945, Swiss.

BSc in Engineering, degree course in Industrial Management at the ISZ/SIB.

Former Delegate of the Board of Directors and Chief Executive Officer of the Phoenix

Mecano Group, Stein am Rhein (2000 to 2001). Worked for the Phoenix Mecano Group

from 1982 to 2001.

Robert Scherer

1940, Swiss.

Business diploma.

Former Member of the Executive Board of SIG Schweizerische Industrie-Gesellschaft

Holding AG, Neuhausen am Rheinfall (1998 to 2000), and Group Controller up to 2000.

Robert F. Spoerry

1955, Swiss.

Diploma degree in ME, ETH Zurich, and MBA, University of Chicago.

Chairman, President & Chief Executive Officer of Mettler-Toledo International Inc.,

Greifensee, since 1998.

Other mandates on the boards of listed companies:

Member of the Boards of Directors of Conzzeta Holding AG, Zurich, and Phonak 

Holding AG, Stäfa.

Cross-directorships. There are no cross-directorships with any other company.



Election and term of office. The members of the Board of Directors are elected by the Annual

General Meeting of Shareholders for a term of four years. Members may offer themselves

for re-election. The statutory maximum age is 70. The Board of Directors constitutes itself.

It appoints a Chairman and a Secretary, who does not have to be a member of the Board.

Internal organization. The Board of Directors of Schaffner Holding AG is responsible for

determining the Group’s strategy. It reviews the Company’s underlying plans and objec-

tives and identifies internal and external risks and opportunities. The tasks of the Board of

Directors of Schaffner Holding AG and the division of powers between the Board and the

Group Management are defined in the Swiss Code of Obligations, the Company’s articles of

association and the organization regulations. The organization regulations are reviewed

annually and amended if required.

The Board of Directors has a quorum when the majority of its members participates in

spoken discussions and votes. Its decisions are passed by a simple majority vote. If the vote

is tied, the Chairman casts the deciding vote. The Board is authorized to pass decisions in

connection with capital increases regardless of the number of members present. The Board

may also pass decisions regarding proposals submitted to it by written vote insofar as no

member requests a spoken discussion. In this case, the decision is passed if it is supported

by the majority of all Board members.

The Board of Directors holds a half-day meeting at least four times a year and generally

convenes for a full-day closed session once a year. It undertakes to ensure that all mem-

bers are mutually and comprehensively informed at all times.

The Board of Directors met four times in fiscal 2004/2005. The Board was fully represented

at three of the four meetings. Five teleconferences also took place in connection with the

divestment, with all the Board members taking part in each one. The Audit Committee met

three times and the Compensation Committee twice. The Chief Financial Officer was

present at all the Audit Committee meetings, the Chief Executive Officer was present at

one meeting of the Compensation Committee.

Committees. The Board of Directors of Schaffner Holding AG is supported by the committees

detailed below. The latter are primarily tasked with providing specialist input to form

the basis of the decisions passed by the Board. The committees are made up exclusively

of non-executive directors. They meet as often as necessary and inform the Board as to

their findings and proposals at the normal Board meetings. They may also inform the Chair-

man or Delegate of the Board at any time in cases of urgency. Outside the normal Board

meetings, the directors who sit on the committees also work directly with the Group

Management. The term of office of committee members normally coincides with the four-

year term of their director’s mandate. If required, however, new committees can be

created or existing ones reorganized or wound up.
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Term
Leo Steiner (Chairman) 2002–2006
Robert F. Spoerry 2002–2006

Term
Robert Scherer (Chairman) 2002–2006
Peter E. Rüd 2002–2006
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Audit Committee

The Audit Committee assists the Group Management in dealing with financial matters.

In particular, it provides the Board with expert opinions on the following responsibilities

of the Group Management:

– accuracy and clarity of group accounts,

– the financial part of the annual budget,

– the annual consolidated financial statements,

– and other major tasks assigned to the finance department.

The Audit Committee takes receipt of the reports submitted by the statutory and group

auditors on behalf of the Board and presents them to the Board for approval and opinions.

Compensation Committee

The Compensation Committee has the following responsibilities:

– At the start of each term of office, it submits proposals to the Board concerning the nature

and amount of annual directors’ fees.

– It also submits proposals concerning the remuneration of each individual member of the 

Group Management to the Board for approval on an annual basis.

The Compensation Committee also examines the following on behalf of the Board: 

– Applications for the promotion of employees to the Group Management.

– Applications for the recruitment or dismissal of Group Management members.

When a new member is to be recruited, members of the Compensation Committee take

part in the process of assessing candidates.

Division of powers. Within the scope of the applicable legal and statutory provisions, the Board

of Directors has delegated the operational management of the Schaffner Group to the Group

Management, which is chaired by the Delegate of the Board of Directors (Chief Executive

Officer). The Group Management is responsible for implementing group policies in line

with the guidelines set out by the Board of Directors. Its tasks and powers are defined in the

organization regulations.

Group Management information and controlling instruments. The Group Management provides the

Board with a written report on Schaffner’s business every month. Reports include details of

the individual accounts of all Group companies, which are shown consolidated in the

balance sheet and the income and cash flow statements. Results are compared against the

prior year and budgeted figures. The Board discusses the monthly reports at its meetings.

Corporate Governance
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Principles and organization of management. The Schaffner Group divides its activities into three

areas: Corporate (comprising Business Support departments) and the two divisions Com-

ponents and Test Systems. Corporate is managed by the President & Chief Executive Officer

(Corporate Communications + Investor Relations, Group Quality + Sustainability Manage-

ment, Human Resources) and the Chief Financial Officer (Finance + Accounting, Group

Controlling, IT), while the two divisions are each managed by an Executive Vice President.

In accordance with the principle of decentralized management, the Schaffner Group

delegates decision-making powers to the lowest possible function and encourages its staff

to act entrepreneurially in line with their rank.

The Group Management is headed by the Chief Executive Officer and comprises the Chief

Financial Officer and the Division Heads. It is responsible for executing business policy in

line with the requirements laid down by the Board of Directors, and in particular for achieving

annual targets and implementing medium and long-term goals. It is also responsible for

process planning, controlling and applying group-wide standards.

The Chief Executive Officer formulates the group strategy for the attention of the Board of

Directors and is responsible for the implementation of this strategy. He sets the targets for

all areas of the Group.

The Chief Financial Officer defines the framework for all strategic and operational

controlling activities, takes care of the Group’s financing, optimizes its financing and tax

structure, and supports the Chief Executive Officer and the Division Heads in all financial

matters.

The Division Heads are responsible for achieving the targets set for their areas of authority.

This includes in particular achieving a leading position in selected market segments and

fostering continuous innovation in order to remain competitive in those segments.

Group Management

Members. On September 30, 2005, the Schaffner Group Management comprised

the following members:

since
Fritz Gantert President & Chief Executive Officer 2001
Martin Zwyssig Executive Vice President & Chief Financial Officer 2003
Roland Küpfer Executive Vice President, Head of Components Division 2001
Johannes Schmid Executive Vice President, Head of Test Systems Division 2005

Changes in the Group Management. After Matthias Zwicky left the Group Management

on October 31, 2004, Fritz Gantert assumed control of the Test Systems Division on

an interim basis. Johannes Schmid took over as Head of the Test Systems Division

in mid-February 2005. Richard Müller retired on January 31, 2005.
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Information on the members of the Group Management

Fritz Gantert

1958, Swiss.

Ph.D. in ME, ETH Zurich.

Various management functions at Ascom, including Managing Director of Ascom Autelca AG;

member of Group Management and Head of the Sarnamotive division of Sarna Kunststoff

Holding AG.

President & Chief Executive Officer of the Schaffner Group since August 1, 2001.

Mandates on the boards of listed companies:

Delegate of the Board of Directors of Schaffner Holding AG, Luterbach; Member of the Board

of Directors of Eichhof Holding AG, Lucerne.

Martin Zwyssig

1965, Swiss.

Ph.D. in Economics, University of St. Gallen.

Sarna Kunststoff Holding AG, Head of Controlling for the Sarnatech/Sarnamotive division;

EMS-Togo Group, member of the Executive Board and Head of Finance & Controlling.

Executive Vice President & Chief Financial Officer of the Schaffner Group since April 1, 2003.

Roland Küpfer

1958, Swiss.

BSc in Engineering; MBA SUNY, Albany, USA.

Various management functions at Ascom; Haag-Streit AG, Managing Director.

Executive Vice President, Head of Components Division of the Schaffner Group since 

November 1, 2001.

Johannes Schmid

1957, Swiss.

Diploma degree in EE, ETH Zurich; Center for Enterprise Sciences (BWI)/ETH Zurich.

Mettler-Toledo GmbH, various management functions including General Manager of

Standards Industrial Business Area; Feintool International Holding AG, Head of Feintool

Automation division and member of Group Management Committee.

Executive Vice President, Head of Test Systems Division of the Schaffner Group since

February 14, 2005.

Management agreements. Schaffner Holding AG and its group companies have no management

agreements with third parties.

Corporate Governance



The above amounts do not include option allocations. For information on the

employee share option plan, see pages 12 and 36 of the Finance Report.

Severance payments. No severance payments were made in fiscal 2004/2005.

Compensation of former members of corporate bodies. No compensation was paid to

former members of corporate bodies in fiscal 2004/2005.

Share allocations. No shares were allocated to members of the Board of Directors

or the Group Management in the year under review.

Shareholdings. The members of the Board of Directors and the Group Manage-

ment held the following number of Schaffner Holding AG registered shares on

September 30, 2005:
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Compensation, shareholdings and loans

Content and determination of compensation and share option plans. Based on proposals made by the

Compensation Committee, the Board of Directors

– determines the amount of the fixed remuneration paid to its members and

– defines the fixed remunerations and the conditions for the profit-related component (bonus)

for the members of the Group Management.

Extraordinary efforts beyond the scope of normal directorial duties of the members of the

Board of Directors may be remunerated separately.

The bonuses paid to the President & Chief Executive Officer and the Chief Financial

Officer depend mainly on the Economic Value Added (EVA) as well as on the

achievement of the personal targets set.

The bonuses paid to the two Division Heads depend mainly on the EVA for the

Group and the operating income of their respective divisions as well as on the

achievement of the personal targets set.

Compensation of active members of corporate bodies. The following total compensation

was paid to active members of the Group’s corporate bodies in fiscal 2004/2005:

996 shares Executive members of the Board of Directors and members of the Group Management
390 shares Non-executive members of the Board of Directors

CHF 1,938,450 Executive members of the Board of Directors and members of the Group Management
CHF 173,084 Non-executive members of the Board of Directors
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Options. A total of 4,550 options with a strike price of CHF 180 each were issued to members

of the Board of Directors and the Group Management in fiscal 2004/2005.

Executive members of the Board of Directors and members of the Group Management

CHF 530,340 Total compensation
No. 1,500 Options

Exercised
Issue date Options issued Strike price Expiry in fiscal year

25.11.1999 400 212.50 25.11.2009 0
15.12.2000 1,500 543.00 15.12.2010 0
04.12.2001 1,500 295.50 04.12.2011 0
20.11.2002 3,300 159.00 20.11.2012 0
24.11.2003 3,000 192.00 24.11.2013 0
29.11.2004 3,150 180.00 29.11.2014 0
Total 12,850 0 

Corporate Governance

Non-executive members of the Board of Directors

For more information on the employee share option plan, see page 36 of the Finance Report.

Additional fees and remunerations. No additional fees or remunerations were paid to members

of the Board of Directors or the Group Management in fiscal 2004/2005.

Loans to members of corporate bodies. There were no outstanding loans to members of the

Group’s corporate bodies on the accounting cut-off date.

Highest total compensation. The compensation package for the highest-paid member of the

Board of Directors in fiscal 2004/2005 was made up as follows:

Exercised
Issue date Options issued Strike price Expiry in fiscal year

30.09.1998 2,200 145.00 30.09.2008 0
25.11.1999 840 212.50 25.11.2009 0
15.12.2000 400 543.00 15.12.2010 0
04.12.2001 1,000 295.50 04.12.2011 0
20.11.2002 1,120 159.00 20.11.2012 80
24.11.2003 1,200 192.00 24.11.2013 0
29.11.2004 1,400 180.00 29.11.2014 0
Total 8,160 80 
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Shareholders’ rights

Limitation of voting rights and entry in the Share Register. Voting rights are not limited in any way.

All shareholders whose names are entered in the Group’s Share Register 20 days before

the Annual General Meeting of Shareholders are entitled to vote.

Statutory quorums. The articles of association contain no provisions that deviate from the

applicable law.

Convening and agenda of the Annual General Meeting of Shareholders. The agenda is sent out

together with the invitations at least 20 days before the Annual General Meeting of Share-

holders. Decisions cannot be passed on unannounced agenda items unless an extraordinary

general meeting or special audit is called.

Changes in control and defense measures

Offer obligation. The articles of association of Schaffner Holding AG contain neither an opting-

out clause nor an opting-up clause. Any individual or entity acquiring one third (331/3%) of

the share capital of Schaffner Holding AG is obliged under Art. 32 of the Swiss Federal Act

on Stock Exchanges and Securities Trading (SESTA) to submit a public offer to purchase

the remaining shares.

Clauses on changes of control. Upon a change of control (as defined below), any and

all options then outstanding shall become fully and immediately exercisable by

members of the employee share option plan (Board of Directors, Group Manage-

ment, middle managers and employees). For the purpose of this provision, “change

in control” means any of the following:

– the acquisition, directly or indirectly, by any person or entity of a number of

shares of the Company that, according to Art. 32 of the Swiss Federal Act on

Stock Exchanges and Securities Trading (SESTA), would trigger the obligation

of such offeror to make an offer to acquire all listed shares of the Company or

– the sales of all or a substantial proportion of all of the Company’s assets.
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Auditors

Duration of the mandate and term of office of the auditor in charge. Statutory and group auditors

are appointed by the Annual General Meeting of Shareholders every year. Ernst & Young AG,

Berne, has acted as statutory and group auditor since fiscal 2002/2003. The auditor in

charge of the mandate is Roland Ruprecht (since fiscal 2002/2003).

Audit fees. Ernst & Young AG charged fees totaling CHF 365,000 for its audit work in fiscal

2004/2005.

Additional fees. In fiscal 2004/2005 additional fees in the amount of CHF 50,000 were paid

to Ernst & Young AG.

Audit supervision and control instruments. The Audit Committee assesses the work done and fees

charged by the statutory and group auditors, as well as their impartiality, every year and

submits a proposal to the Board of Directors concerning which external auditors should be

presented for appointment by the Annual General Meeting of Shareholders.

The Audit Committee also reviews the scope of the external audit, the audit plans and the

relevant procedures every year. The results of each audit are discussed with the external

auditors.

Information policy

Schaffner Holding AG informs its shareholders, the media, financial analysts and

other groups with an interest in the capital market equitably and with maximum

transparency. To this end, it employs the following instruments:

– Annual Report and Interim Report, prepared in accordance with the International

Financial Reporting Standards;

– Presentation of annual results to media representatives and analysts;

– Annual General Meeting of Shareholders;

– Press releases concerning quarterly order intake and sales figures, plus reports

on significant events lying within the SWX ad hoc reporting requirement;

– Conference calls;

– Roadshows for institutional investors; and

– The website www.schaffner.com, which includes up-to-date information on the

company and the price of its registered shares.

Corporate Governance
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Official organ of publication. Swiss Official Gazette of Commerce (SOGC; Schweize-

risches Handelsamtsblatt).

Articles of association. The Company’s articles of association can be downloaded

from www.schaffner.com/Corporate/Corporate Governance/Shareholders’ Rights.

Investor Relations contacts

– Fritz Gantert, President & Chief Executive Officer of the Schaffner Group

(fritz.gantert@schaffner.com) and

– Martin Zwyssig, Executive Vice President & Chief Financial Officer of the 

Schaffner Group (martin.zwyssig@schaffner.com)

Calendar of events. Schaffner Holding AG’s fiscal year runs from October 1 to

September 30.

11.01.2006 Publication of first quarter 2005/2006 net sales and order intake
12.01.2006 Annual General Meeting of Shareholders
12.05.2006 Publication of 2005/2006 Interim Report
11.07.2006 Publication of third quarter 2005/2006 net sales and order intake
03.11.2006 Publication of fourth quarter 2005/2006 net sales and order intake
07.12.2006 Publication of Annual Report 2005/2006
16.01.2007 Publication of first quarter 2006/2007 net sales and order intake
17.01.2007 Annual General Meeting of Shareholders
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Balanced Group result. The profitability of the Schaffner Group in fiscal 2004/2005

was affected by the significant margin pressure in the Components Division and by extraordinary

costs relating to the Test Systems Division.

The Schaffner Group recorded a slight drop of –4.9% in consolidated sales in fiscal 2004/2005

(–3.9% after adjustment for currency effects). The gross margin fell by 2.6 percentage points,

which with net sales of CHF 166.8 million corresponds to a reduction of CHF 4.3 million.

This fall and the additional extraordinary costs of around CHF 1 million relating to the

divestment of the Test Systems Division were not offset despite considerable overhead cost

savings of CHF 4 million. As a result, the EBITA margin fell to 1.9%, down from 4.5% in

the previous year. A solid financial result and a slightly higher tax bill than in the previous

year led to a balanced result for fiscal 2004/2005.

For fiscal 2004/2005, Schaffner is publishing detailed segment information in

accordance with IAS 14 for the first time. As a result of the divestment decision,

the information is also shown in the notes as “Discontinuing operations” under

IAS 35.

Test Systems increases EBITA with lower sales. The Components Division maintained

sales at the previous year’s level in fiscal 2004/2005. The gross margin fell by

5 percentage points year-on-year due to margin pressure. The decline was confined

to the first six months, with the margin subsequently improving appreciably in

the second half of the year. Overhead costs remained practically unchanged. Due

to more intensive marketing activities, there was a shift in costs from administration

to marketing and sales. The decline in consolidated net sales is attributable to the

lower sales for the Test Systems Division. Test Systems deliberately did not

acquire any major new projects in which Schaffner increasingly acts merely as

a system integrator using a large proportion of third-party products. The division

also steered clear of low-margin, high-risk projects, particularly in the Asia-Pacific

region. Despite a 16% drop in sales (–14.7% after adjustment for currency effects),

Test Systems therefore improved its gross margin by 4.2 percentage points, while

overhead costs were reduced by CHF 2.8 million in spite of the one-off costs of

CHF 1 million in connection with the divestment. The Test Systems Division

managed to increase its EBITA figure by CHF 1.2 million despite suffering a

CHF 8.4 million drop in net sales, and is therefore on course to significantly im-

prove its result again in fiscal 2005/2006.

Report of the CFO
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Constant capital structure. Total assets increased slightly to CHF 134 million due to a VAT

demand. The additional VAT demand of CHF 6.4 million from France, which arose in Sep-

tember 2005, was booked as a liability; the corresponding claim for a refund of this amount

is recorded as an offsetting item under “Asset accruals”. The Schaffner Group reduced its

inventories by a further CHF 3.7 million in the year under review, improving the number of

days in inventory by 12 days to 97 days. Inventories have been reduced by CHF 12.8 million

overall since 2001, with the number of days in inventory thus being reduced by a total of

41 days. Net debt was reduced by CHF 2.8 million as of the accounting cut-off date, and there

was a further improvement in gearing to 0.83.

Free cash flow increased by CHF 2.1 million, while cash flow from investing

activities remained constant. The biggest changes compared with the previous

year were in relation to net profit, the change in inventory levels, and short-term

liabilities. These were offset by the increase in “Other receivables” and “Asset

accruals” as a result of the VAT refund claim referred to above.

Outlook. The Schaffner Group faces a wide range of challenges in the current fiscal

year with regard to the stronger focus on the components business: the processes

in the Test Systems Division need to be further optimized in order to generate

additional cost savings. We will also be working hard to bring the divestment to a

successful conclusion. With the sale of the Test Systems Division, Schaffner will

adapt its costs to the smaller group structure and realign the processes and

products of the Components Division in order to secure a margin situation that

will remain profitable over the longer term.

Martin Zwyssig

Executive Vice President & Chief Financial Officer
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The accompanying notes are an integral part of the consolidated financial statements.

Schaffner Group

Consolidated balance sheet Note 30.9.2005 30.9.2004
in CHF 1,000

Intangible assets 3 17,252 17,835 
Tangible fixed assets 4 27,095 28,467 
Investments 3 3
Other long-term assets 5 4,428 3,291 
Deferred tax assets 16 779 566 
Fixed assets 49,557 50,162

Inventories 6 27,509 31,177
Trade receivables 7 35,768 34,342 
Tax receivables 580 1,085
Other receivables and accruals 8 11,212 5,507 
Short-term investments 0 5
Cash and cash equivalents 9,333 8,819 
Current assets 84,402 80,935

Total assets 17, 18 133,959 131,097

Share capital 31,797 31,797
Reserves 14,258 14,432
Shareholders’ equity 46,055 46,229

Minority interests 6 3 

Provisions 9 4,119 3,974
Deferred tax liabilities 16 2,176 2,419 
Long-term borrowings 10 47,242 46,652 
Long-term liabilities 53,537 53,045
Short-term borrowings 316 3,208 
Tax liabilities 719 2,200
Interest-free liabilities 11 33,326 26,412
Short-term liabilities 34,361 31,820
Total liabilities 87,898 84,865

Total liabilities and shareholders’ equity 133,959 131,097



Consolidated income statement Note 2004/2005 2003/2004
in CHF 1,000

Net sales 17, 18 166,822 175,376

Cost of goods1 –101,834 –102,536
Marketing and sales –25,451 –25,135
Research, development and application –13,321 –14,409
Logistics –2,856 –2,918
General and administration –20,220 –22,412
EBITA 3,140 7,966

Goodwill amortization 3 0 –2,079

EBIT 3,140 5,887
Financial result 15 –1,740 –2,820 

EBT 1,400 3,067
Income taxes 16 –1,126 –817

Net profit 274 2,250
Minority interests –4 6

Net profit after minority interests 270 2,256

Depreciation and amortization (without goodwill) 3, 4 –7,134 –7,510
Personnel expenses 13 –63,073 –64,466

Earnings per share in CHF

basic 20 0.44 3.70
diluted 20 0.44 3.67
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1 2003/2004 including change in inventory (CHF 199,000)
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1 Cash flow from operating activities minus net capital expenditures in tangible fixed and intangible assets
2 Immaterial reclassifications of cash flow statement 2003/2004 were made for a better comparability.

Consolidated cash flow statement Note 2004/2005 2003/20042

in CHF 1,000

Net profit after minority interests 270 2,256
± Change of minorities 4 –6
+ Depreciation of tangible fixed assets 4 5,400 5,931 
+ Amortization of other intangible assets 3 1,734 1,579
+ Result on sale of fixed assets 143 0
± Change in provisions 125 –765 
± Change in inventory according to the balance sheet 3,668 –2,894 
± Change in accounts receivables according to the balance sheet –6,626 190 
± Change in short-term liabilities according to the balance sheet 5,433 2,761 
+ Goodwill amortization 3 0 2,079 
± Change in deferred taxes 16 –478 –421 
± Change in other cash flow items 1,115 –947 
Cash flow from operating activities 10,788 9,763

– Capital expenditure (tangible fixed assets) 4 –4,240 –5,226 
+ Gain from sale of tangible fixed assets 380 712 
– Capital expenditure (intangible assets) 3 –1,151 –1,565 
± Change in short-term investments 5 10 
± Change in loans and long-term assets –1,105 –83 
Cash flow from investing activities –6,111 –6,152

– Purchase of treasury shares –5,359 –7,688
+ Sale of treasury shares 5,673 6,876
+ Convertible bond issue 0 47,941
– Dividend payment –1,209 0
+ Increase of borrowings 25 0
– Repayment of borrowings –3,194 –44,921 
Cash flow from financing activities –4,064 2,208

± Translation differences on cash and cash equivalents –99 –267 
= Change in cash and cash equivalents 514 5,552 

Cash and cash equivalents previous year 8,819 3,267 
Cash and cash equivalents for the fiscal year 9,333 8,819

Free cash flow1 5,777 3,684 

Additional information
Interest expense 15 –2,302 –2,248 
Interest paid –1,451 –1,512 
Tax expense 16 –1,604 –1,238 
Taxes paid –929 –754

The accompanying notes are an integral part of the consolidated financial statements.
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The accompanying notes are an integral part of the consolidated financial 

statements.

Cumulative TotalChange in
Share Capital translation Retained Treasury shareholders’

consolidated equity capital reserves differences earnings shares equity
in CHF 1,000

At 1.10.2003 31,797 53,129 –3,672 –31,943 –5,510 43,801
Capital increase1 2,647 2,647
Translation differences –1,663 –1,663
Treasury shares –436 –376 –812
Net profit 2,256 2,256

At 30.9.2004 31,797 55,776 –5,335 –30,123 –5,886 46,229
Translation differences 450 450
Treasury shares –649 963 314
Net profit 270 270
Dividend payment –1,209 –1,209

At 30.9.2005 31,797 55,776 –4,885 –31,710 –4,923 46,055

1 Equity component of convertible bond

Average rate At average rate
Treasury shares Number of shares per share in CHF in CHF 1,000

At 1.10.2003 24,598 224 5,510
+ Purchase1 38,578 7,688
– Sale1 –34,463 –6,876
Valuation differences –436 

At 30.9.2004 28,713 205 5,886
+ Purchase1 29,473 5,359
– Sale1 –32,370 –5,673
Valuation differences –649

At 30.9.2005 25,816 191 4,923

For additional information on the share capital, see pages 43 and 44 of the

Finance Report.

1 At actual rates



Consolidation and valuation principles

Principles. The consolidated financial statements are based on the individual financial state-

ments of the Schaffner group companies and Schaffner Holding AG as of September 30,

drawn up in accordance with the uniform guidelines of the Schaffner Group. The financial

statements have been prepared in conformity with the International Financial Reporting

Standards (IFRS). The new IFRS 3 (Business Combinations), IAS 36 revised (Impairment 

of Assets) as well as IAS 38 revised (Intangible Assets) have been applied for the first time

in the financial year 2004/2005.

The consolidated financial statements have been prepared using the historical cost con-

vention except that, as disclosed in the accounting policies below, certain items, including

derivatives and available-for-sale investments, are shown at fair value.

Explanation of terms. A group company is a company over which Schaffner Holding AG,

Luterbach, directly or indirectly, exercises control. An associated company is a company

in which Schaffner Holding AG, Luterbach, directly or indirectly, exercises a significant

influence.

Long-term borrowings refer to all liabilities with maturities of more than one year, and

short-term borrowings refer to all liabilities with maturities of one year or less. Short-term

borrowings also include those parts of long-term financial liabilities maturing within one

year. All interest-bearing liabilities are included under borrowings. The financial state-

ments are denominated in Swiss francs.

Consolidation principles. The consolidated financial statements incorporate the finan-

cial statements of Schaffner Holding AG and of the group companies and associ-

ated companies.

Group companies are consolidated using the full consolidation method. Applying

this method, 100% of assets and liabilities and of income and expenses are in-

cluded, and the interests of minority shareholders are reported separately in the

balance sheet and income statement. Associated companies are consolidated under

the equity method with the pro-rata shareholders’ equity in the balance sheet and

the pro-rata profit in the income statement.

Intra-group assets and liabilities as well as income and expenses are set off against

each other.

Intra-group intermediate profits on inventories and fixed assets are eliminated.

Companies acquired during the reporting period are included in the consolidated

financial statements effective from the actual date of their acquisition. Similarly,

companies disposed of during the reporting period remain included in the

consolidated financial statements until the transaction has been effectively

completed.
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Foreign currency translation. All assets and liabilities in the balance sheets of foreign group

companies drawn up in foreign currency are translated at the year-end rate (qualifying date

rate) in Swiss francs (CHF). Expenses, income and cash flows are translated at average ex-

change rates into Swiss francs, which correspond approximately to the actual transaction

rates. Translation differences arising from the application of different exchange rates for the

balance sheet and the income statement are posted to group retained earnings without

affecting income and are shown in the statement of shareholders’ equity as cumulative

translation differences.

Foreign currency transactions. Foreign currency transactions by group companies are trans-

lated at the market rate prevailing at the time. The assets and liabilities concerned are

translated at the year-end rates. Gains and losses arising from the transactions as well as from

the translation of monetary assets and liabilities in foreign currencies are recorded as

income or expenses in the income statement.

Intangible assets. Intangible assets comprise mainly goodwill on companies acquired and

software purchased. Apart from goodwill, these are amortized over a period of three to five

years using the straight-line method.

Acquisitions and goodwill. Companies are consolidated from the date at which control

is acquired. The identifiable assets, liabilities and contigencies are revalued and

included according to the purchase method. Any difference between the cost of

acquisition and the net assets acquired constitutes goodwill assessed for impairment

yearly. Any impairment is recorded in the income statement. Goodwill is impaired 

accordingly. Goodwill is no longer amortized on an annual basis. If a subsidiary

is sold, the difference between the selling price and the net assets plus the

accumulated translation exchange differences is reported as operating profit in

the consolidated profit and loss statement.
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Land none
Buildings 10–50 years
Machinery and equipment 5–10 years
Furniture and fixtures 5–10 years
EDP hardware 3–5 years
Vehicles 3–5 years

Leasing agreements under which a group company assumes substantially all the benefits

and risks of ownership are classified as finance leases. Finance leases are capitalized at

the market value of the asset or, if lower, at the present value of the lease payments. At the

same time the corresponding leasing obligations are included in long-term borrowings.

The interest part of the leasing rates is charged to the income statement. Payments made

under operating leasing agreements are charged to the income statement in equal instal-

ments over the life of the contract.

The buildings not used for operational purposes are carried at cost less accumulated 

depreciation.

Impairment of assets. The recoverable amount of an asset is estimated as soon as signals of an

impairment of an asset occur. In case the carrying amount of assets being higher than the

recoverable amount, the impairment of the asset is recorded in the income statement. The

recoverable amount is the higher of an asset’s net selling price and its value in use, which

corresponds to the present value of estimated future cash flows.

Inventories. Inventory is valued at the lower of cost and net realizable value using the

weighted average method. Work in process and finished goods include the cost of material

and calculated production overhead.

Trade receivables. The balance sheet carrying value corresponds to the nominal value less

appropriate value adjustments for claims where recovery is difficult or impossible (doubtful

debtors provision).

Short-term investments. These are split into two positions: marketable securities and other

securities.

Marketable securities contain shares listed on the stock exchange and are valued at market

value. Other securities contain shares which are not (yet) listed and are valued if possible at

market, else at cost. Treasury shares are presented as a deduction from equity.

Research and development cost. Contract-related engineering costs are capitalized in work in

progress. Other research and development expenses are immediately recognized in the

profit and loss statement. Development costs for new products are not capitalized, since a

future economic benefit can only be proven after successful market introduction.

Tangible fixed assets. Tangible fixed assets are valued at historical production or acquisition

cost and depreciated over their estimated useful life, using the straight-line method:



Cash and cash equivalents. Cash and cash equivalents consist of cash, deposits on postal and

bank accounts as well as of call and short-term deposits, with original maturity of up to

90 days.

Provisions. Provisions are recognized when the Group has a present legal or constructive

obligation as a result of past events, it is probable that an outflow of resources embodying

economic benefits will be required to settle the obligation, and a reliable estimate

of the amount of the obligation can be made. Provisions for warranty claims are

made based on business experience.

Revenue recognition. Sales are generally recognized in the income statement

upon delivery with the exception of sales of large projects whose construction

and delivery are extended over more than one accounting period. Such large

project sales are valued according to the rules of the percentage of completion

method. The pro-rata billings, including a share of profit, are taken up in net

sales and in trade accounts receivable after offset of advance payments received.

Pension obligations. The Schaffner Group operates several pension plans throughout

the world. The pension plans are generally funded by payments from employees

and by the relevant group companies, taking account of the recommendations of

independent qualified actuaries. The accumulated assets of the plans are normally

held in separate trustee-administered funds. If the assets are not held in such

funds, then those assets whose purpose is to secure future pension obligations

are recognized as other long-term assets in the balance sheet and the corre-

sponding pension obligation is shown in provisions.

For defined benefit plans, the pension costs are assessed by applying the projected

unit credit method. Under this method, the cost of providing pensions is charged to

the income statement so as to spread the regular cost over the expected service

lives of employees in accordance with the advice of qualified actuaries who carry

out the valuations of the plans.

The Schaffner Group’s contributions to the defined contribution plans are charged 

to the income statement in the year to which they relate. Actuarial gains or losses

are amortized in the income statement over the remaining average service years.

Borrowing costs. Borrowing costs are recognized in the period in which they are

incurred.
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Segment reporting. The primary segmentation is based on the two divisions, Components

and Test Systems. The secondary segmentation is by geographic area. There were no

transactions between the divisions.

Segment disclosures for income and expenses are consistent with the data from internal

management reporting. Some assets and liabilities on a divisional basis are not reported

for internal purposes. Consequently allocation keys have been applied to split

assets and liabilities between divisions.

Income taxes. Tax provisions are made on the basis of reported profits for the period

for which they are payable. They are calculated in conformity with the tax laws

prevailing in the individual countries.

Deferred taxes are recognized in accordance with the comprehensive liability

method. Thus, the impact on income taxes from temporary differences arising from

differences between group values and the corresponding tax basis is recorded as

either non-current liability or non-current asset, using the effective or the expected

local tax rates. The change in deferred tax assets and liabilities is recognized as

income tax. Deferred tax liabilities are calculated on all taxable temporary

differences. Deferred tax assets including assets for unused tax loss carry-forwards

and expected tax credits are only recognized to the extent that it is probable that

future taxable profits will be available against which the asset can be utilized.  

Financial assets and liabilities. Financial assets and liabilities are classified into the

following categories:

– Financial assets held for trading.  

– Financial investments held to maturity. 

– Financial instruments available for sale, which include all financial instruments

not assignable to one of the above-mentioned categories.

– Financial liabilities mainly comprise financial debts, which are valued at their 

(discounted) costs. Liabilities arising from trading activities and derivatives are 

valued at market values.

The first-time valuation of the financial assets is recognized at purchase cost,

including transaction costs. All purchases and sales of financial assets are recog-

nized on their trading date. Financial assets held for trading are valued at their

market value. Any value adjustments are recorded in financial income/expense

for the respective reporting period. Financial instruments held to maturity are

valued by the effective interest method or at purchase cost.

Financial instruments available for sale are recognized at market value, changes

in market value (after tax) being recorded in shareholders’ equity. At the time of

sale, impairment, or other disposal, the accumulated gains and losses recorded in

shareholders’ equity are reported in financial income/expense for the current

period.
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Assets included in the balance sheet at a value other than market value are tested for im-

pairment when indications of possible impairment exist. Financial assets are derecognized

when Schaffner gives up its control over them. Financial liabilities are derecognized when

they are repaid.

Long-term financial liabilities are valued by the effective interest method. The

interest expense therefore includes not only the actual interest payments, but also

the annual discounted amounts and pro-rata transaction costs.

Derivative financial instruments are initially recognized at their purchase price

including transaction costs. Sales and purchases are recorded on the date of

trading and subsequently carried at market value.

Risk management. Due to the global business activities of the Schaffner Group,

distribution and procurement transactions are entered into using different cur-

rencies and interest rates. Significant exposures arising from such transactions or

corresponding balance sheet positions are recognized and managed centrally by

the Group headquarters. For the hedging of those currency and interest rate

risks derivative financial instruments are used.

Exchange rate risk management: The major part of the currency exchange risk

is eliminated by setting off the transactions centrally. Major remaining risks, 

especially with long-term projects, are secured by term drafts in foreign currency

based on risk estimation.

Interest rate risks: Due to the central financing of the Group, the drafts are mainly

taken in Switzerland. Normally no interest rate hedging is entered into by the

Schaffner Group.

Credit risks: Short-term bank accounts are with first-class institutes. The risk from

accounts receivables is very low as the Schaffner Group has a very broad customer

portfolio with first-class ratings.
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Software
3. Intangible assets and rights Goodwill Total
in CHF 1,000

Historical cost at 1.10.2004 9,006 20,508 29,514
Capital expenditure 1,149 2 1,151
Disposals –50 0 –50
Offsetting 0 –6,510 –6,510
Translation differences 9 0 9

Historical cost at 30.9.2005 10,114 14,000 24,114

Accumulated amortization at 1.10.2004 –5,169 –6,510 –11,679

Amortization –1,734 0 –1,734
Disposals 48 0 48
Offsetting 0 6,510 6,510
Translation differences –7 0 –7

Accumulated amortization at 30.9.2005 –6,862 0 –6,862

Net book value at 30.9.2005 3,252 14,000 17,252

1. Foreign currencies. The following exchange rates were applied for the translation of foreign

currencies:

2. Scope of consolidation. The scope of consolidation remained unchanged in fiscal 2004/2005.

For further information on the scope of consolidation, see page 39 of the Finance Report.

Balance sheet Income statement

30.9.2005 30.9.2004 2004/2005 2003/2004
Country Currency CHF CHF CHF CHF

UK GBP 100 228.12 225.61 224.49 228.45
Japan JPY 100 1.14 1.13 1.13 1.17
Singapore SGD 100 76.24 73.95 73.32 74.51
Sweden SEK 100 16.71 17.11 16.80 16.95
Thailand THB 100 3.14 3.01 3.03 3.16
USA USD 100 128.92 124.69 121.44 127.12
EU EUR 100 155.46 154.72 154.28 154.85
China CNY 100 15.95 15.06 14.75 15.38
Hungary HUF 100 0.62 0.63 0.62 0.61
Taiwan TWD 100 3.88 3.67 3.80 3.76

Goodwill acquired through business combinations have been allocated to two individual

cash-generating units:

– Schaffner Finland: CHF 4.497 million

– Schaffner Electrotest: CHF 9.145 million

The recoverable amount has been determined based on a value in use calculation using

cash flow projections covering a 5-year period based on financial budgets approved by the

Group Management and the Board of Directors for the fiscal year 2005/2006. Grounded on

this, a normalized (i.e. excluding singular items) budget for the following year is deducted

and a 2% growth rate for the following three years is applied.
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Tangible fixed assets are covered under a group-wide insurance contract. The

maximum insured amount is CHF 60 million per claim.

At September 30, 2005 commitments to purchase tangible fixed assets amounting

to CHF 810,000 (30.9.2004: CHF 315,000) existed.

Neither in the current fiscal year nor in the previous year were assets impaired

or existing impairments reversed.

The market value of the buildings not used for operational purposes amounted to

approx. CHF 6.6 million at September 30, 2005. Related rental income amounted

to CHF 733,000 (previous year: CHF 470,000) in the current fiscal year, while

rental-related expenses amounted to CHF 330,000 (previous year: CHF 392,000).

Buildings Assets
not used for Machinery Furniture under

Land and operational and and con-
4. Tangible fixed assets buildings purposes equipment EDP fixtures Vehicles struction Total
in CHF 1,000

Historical cost
at 1.10.2004 36,245 6,163 30,535 6,251 9,764 1,126 25 90,109
Capital expenditure 175 0 3,079 243 463 250 30 4,240
Disposals –789 –86 –1,915 –151 –102 –215 0 –3,258
Reclassification1 596 0 4,200 10 –4,753 4 –57 0
Translation differences 242 0 465 52 68 18 10 855

Historical cost
at 30.9.2005 36,469 6,077 36,364 6,405 5,440 1,183 8 91,946

Accumulated depreciation
at 1.10.2004 –21,927 –3,419 –23,539 –4,611 –7,411 –735 0 –61,642
Depreciation –1,294 –142 –2,768 –658 –395 –143 0 –5,400
Disposals 777 86 1,463 142 99 170 0 2,737
Reclassification1 –399 0 –2,765 0 3,167 –3 0 0
Translation differences –117 0 –321 –38 –59 –11 0 –545

Accumulated depreciation
at 30.9.2005 –22,960 –3,475 –27,930 –5,165 –4,599 –722 0 –64,850

Net book value
at 30.9.2005 13,509 2,602 8,434 1,240 841 461 8 27,095

1 In fiscal 2004/2005 some fixtures have been reclassified.

This growth rate relies on today’s best estimate by the management in charge.

Cash flows beyond the 5-year period are extrapolated using a 0% growth rate,

based on past experience. The discount rate applied is 10.8% and is based on a

risk-free 10-year bond adjusted for risk.

For the goodwill of Schaffner Electrotest, the recoverable amount exceeds its

carrying amount by CHF 420,000. The key assumption is a normalized free cash

flow of CHF 1,59 million. Were there to be a significant change in one of these

key parameters, the recoverable amount would no longer exceed the carrying

amount.
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6. Inventories 30.9.2005 30.9.2004
in CHF 1,000

Raw materials 12,531 14,869
Work in process and semi-finished goods 5,050 3,653
Finished goods 9,928 12,655 
Total 27,509 31,177

7. Trade receivables 30.9.2005 30.9.2004
in CHF 1,000

Debtors 36,582 35,119
Doubtful debtors provision –814 –777
Total 35,768 34,342  

5. Other long-term assets 30.9.2005 30.9.2004
in CHF 1,000

Present value of pension plan assets1 3,019 2,914
Deposits and guarantees 1,409 377 
Total 4,428 3,291 

1 See also note 14, page 32

Finance leases. At September 30, 2005 the assets under finance leasing contracts amounted

to CHF 24,000 (30.9.2004: CHF 490,000).

30.9.2005 30.9.2004
in CHF 1,000

Within 1 year 26 430
Between 1 and 5 years 14 74
Thereafter – –
Total payments 40 504
Interests –16 –14
Total 24 490 

Operating leases. The future minimum payments under non-cancellable operating leases

are as follows:

30.9.2005 30.9.2004
in CHF 1,000

Within 1 year 1,421 767
Between 1 and 5 years 3,393 2,613
Thereafter 3,742 4,042 
Total minimum annual payments 8,556 7,422 

In 2004/2005 the total operating lease expense was CHF 969,000 (2003/2004: CHF 906,000).
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8. Other receivables and accruals 30.9.2005 30.9.2004
in CHF 1,000

Other receivables 4,138 4,410
Accruals1 7,074 1,097 
Total 11,212 5,507

Provisions
Warranty for employee Other

9. Provisions provisions benefits1 provisions Total
in CHF 1,000

Opening balance at 1.10.2004 218 3,166 590 3,974

Additions 0 574 155 729
Use 0 0 –424 –424
Reversal unused amounts –4 –10 –166 –180
Translation differences 1 19 0 20

Closing balance at 30.9.2005 215 3,749 155 4,119

30.9.2005 30.9.2004
in CHF 1,000

Maturing within 2 years 238 314
Maturing within 3 years 154 198
Maturing within 4 years 109 153
Maturing within 5 years 30 108
Maturing in more than 5 years 46,711 45,879

47,242 46,652

10. Borrowings. The average interest rate on loans amounted to 4.5% in fiscal

2004/2005 (previous year: 4.1%).

The maturity of the long-term borrowings is shown on the following table:

1 See also note 14, page 32

1 See also note 11, page 32

Outstanding convertible bond. On January 28, 2004, Schaffner Holding AG issued

a 2.25% convertible bond with a principal amount of CHF 49.4 million and final

redemption after six years (2004–2010). The conversion price determined in

a book-building procedure is CHF 260, which corresponds to a conversion

ratio of 3.846 shares of Schaffner Holding AG per convertible bond with par value 

CHF 1,000 each.
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14. Post-employment and other long-term employee benefits. Apart from state pension plans there

exist plans in the Group which are classified as defined benefit plans under IAS 19. The

present value of obligations was evaluated by specialized actuaries as per September 30, 2005

and is being reviewed every two to three years. Actuarial gains or losses are amortized in

the income statement over the remaining service years, if in excess of a corridor of 10%.

As the over- and undercoverages do not fulfill the criteria for recognition they were not

captured in the balance sheet. The greater part of the assets are funded in organizations

legally independent of the Company. If the plan is unfunded, the relevant assets and

liabilities are shown in the balance sheet.

Schaffner Group

13. Personnel expenses and number of employees 2004/2005 2003/2004
in CHF 1,000

Salaries and wages 49,124 53,695
Termination benefits 526 568
Social and other costs 8,098 6,169
Pension plans – defined contribution plans 2,995 2,729
Pension plans – defined benefit plans 2,330 1,305
Total 63,073 64,466

Number of employees in full-time equivalents (average) 2,095 2,114

In September 2005 French tax authorities claimed supplementary payments for value-added

tax of around CHF 6.4 million. The amount was accrued as a liability, the corresponding

reclaim is recorded as an accrued asset (see note 8, page 31).

12. Contingent liabilities, contingent assets and pledged assets. To secure the liabilities of the

Group, receivables of CHF 532,000 (30.9.2004: CHF 34,000) and buildings (Finland and

Wertheim, Germany) in the amount of CHF 5,295,000 (30.9.2004: CHF 5,270,000) were

pledged at September 30, 2005.

Tax authorities in France claim substantial additional tax payments. Schaffner challenges

most of these and is currently in discussion with the authorities. Neither the amount nor

the due date can be reliably estimated at the moment. Consequently no provisions have

been made.

A customer claims compensation for a defective Schaffner product. Schaffner denies a

liability since the customer itself specified the product. No provision has been made, since

no reliable estimate is possible. Additionally, a sufficient insurance coverage is available.

11. Interest-free liabilities 30.9.2005 30.9.2004
in CHF 1,000

Trade payables 9,805 11,330
Other short-term liabilities 6,210 3,624
Accrued liabilities 17,311 11,458
Total 33,326 26,412
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2004/2005 2003/20041

in CHF 1,000

Funded plans
Fair value of plan assets 44,351 41,489
Present value of obligations –39,065 –37,695
Unrecognized actuarial gains and losses –3,527 –1,556 
Total 1,759 2,238

Unfunded plans and employee benefits
Present value of obligations –3,749 –3,166
Past service cost not recognized 0 0
Present value of obligations recognized –3,749 –3,166

Present value of defined benefit obligation
Opening balance –40,861 –43,445
Current service cost –2,918 –2,261
Interest cost –1,280 –1,499
Actuarial gains and losses 1,943 5,829
Benefits paid 319 212
Other long-term employee benefits 0 284
Translation differences –17 19
Closing balance –42,814 –40,861

Fair value of plan assets
Opening balance 41,489 41,630
Expected return on plan assets 1,605 1,788
Actuarial gains and losses –672 –3,846
Contributions by the employer 1,405 1,296
Contributions by the participants 843 833
Benefits paid –319 –212
Closing balance 44,351 41,489

Amount recognized in balance sheet
Present value of pension plan assets from reinsurance 1,541 1,436
Employers contribution reserve (assets) 1,478 1,478
Provisions for employee benefits –2,501 –2,153
Other benefits for employees –1,248 –1,013

Expenses recognized in income statement
Current service cost –2,918 –2,245
Interest cost –1,280 –1,569
Expected return on plan assets 1,605 1,788
Actuarial gains and losses –247 25
Past service cost not recognized 0 0
Not recognized as an asset 510 696
Total –2,330 –1,305

Actual return on plan assets 13.7% 5.3%
Discount rate 3.3% 3.7%
Expected rate of return 3.8% 4.2%
Expected rate of salary increases 0.6% 0.6%
Expected rate of pension increases 0.5% 0.5%

Categories of plan assets
Equity instruments (thereof Schaffner shares 87, prior year 95) 16,556 14,345
Debt instruments 23,625 20,908
Property 2,046 1,890
Other assets 2,124 4,346 
Total fair value of plan assets 44,351 41,489

1 Figures published in previous year partly differ from those published in the Finance Report, due to the new actuarial calculations.
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Unused tax losses for which no tax asset has been created:

Schaffner Group

Reconciliation from earnings before taxes (EBT) to effective tax expense:

15. Financial income 2004/2005 2003/2004
in CHF 1,000

Interest income 119 173
Interest expenses –2,302 –2,248
Currency gains1 1,097 2,045
Currency losses1 –590 –2,238
Other financial result –64 –552
Financial result –1,740 –2,820

1 As of the financial year 2004/2005 currency gains and losses from the valuation of accounts payable and receivables are included in 

the operational result. The currency result 2004/2005 was enhanced by CHF 241,000 to CHF 507,000.

Expiry in 1 year 520 0
Expiry in 2 years 432 0
Expiry in 3 years 90 0
Expiry in 4 years 218 625
Expiry in 5 years 5,792 518
Expiry in more than 5 years 15,992 12,859
Total 23,044 14,002

16. Taxes 2004/2005 2003/2004
in CHF 1,000

Current income taxes –1,604 –1,238
Deferred income taxes 478 421
Total income taxes –1,126 –817 

Actual income taxes for the fiscal year –1,337 –1,424
Changes in income taxes for other periods arising in the fiscal year (net) –267 186
Total –1,604 –1,238

EBT as per income statement 1,400 3,067
Applicable tax rate 28% 25%
Expected tax at applicable tax rate –396 –767
Effect of utilization of prior year losses –1,828 –8
Effect of tax rates other than applicable tax rate 1,249 1,128
Effect of expenses not deductible for tax purposes –99 –1,344
Effect of earnings which are not taxable 31 468
Utilization of unrecognized prior years’ tax losses/credits 111 –
Others –194 –295
Income taxes as per income statement –1,126 –817

The expected return on assets is based on the asset allocation as at beginning of the year

and the following expected returns per asset class:

Cash 0.8%, Swiss bonds 2.25%, foreign currency bonds 2.6%, real estate 4%, mortgage 3%,

Swiss shares CHF 6%, foreign currency shares 6.5%, others 0.8%.
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30.9.2005 30.9.2004
in CHF 1,000

Intangible assets 138 242
Tangible fixed assets 1,914 1,847
Inventories –308 38
Trade receivables 24 221
Provisions –305 –104
Interest-free liabilities –66 –46
Tax losses 0 –345
Deferred tax liabilities/assets 1,397 1,853

Whereof shown as deferred tax liabilities in balance sheet –2,176 –2,419
Whereof shown as deferred tax assets in balance sheet 779 566

The applicable tax rate is calculated as the weighted average of the local applicable

tax rates. In the fiscal year 2004/2005 profits were increasingly shifted to high-

tax countries. Consequently the applicable tax rate increased.

Deferred tax liabilities/assets are split to the following balance sheet positions

as per September 30:

30.9.2005 30.9.2004

18. Segments by region Europe Asia America Total Europe Asia America Total
in CHF 1,000

Net sales third party 114,155 31,952 20,715 166,822 121,354 34,645 19,377 175,376
Assets 105,114 22,796 6,049 133,959 105,734 18,217 7,146 131,097
Capital expenditures 3,359 2,006 26 5,391 4,284 2,353 154 6,791

30.9.2005 30.9.2004

17. Segments by divisions Components Test Systems Total Components Test Systems Total
in CHF 1,000

Net sales third party 122,755 44,067 166,822 122,877 52,499 175,376

Segment result 7,570 –4,430 3,140 12,792 –6,905 5,887
Financial result –1,740 –2,820
Income taxes –1,126 –817
Net profit 274 2,250

Assets 90,097 43,862 133,959 86,860 44,237 131,097
Liabilities –59,771 –28,127 –87,898 –60,678 –24,187 –84,865
Net assets1 30,326 15,735 46,061 26,182 20,050 46,232

Capital expenditures 4,623 768 5,391 5,759 1,032 6,791
Depreciation –5,476 –1,658 –7,134 –5,630 –1,880 –7,510
Goodwill amortization 0 0 0 –772 –1,307 –2,079

Other non-cash expenses –484 –77 –561 339 541 880

The Board of Directors of Schaffner Holding AG decided in July, 2005 to discontinue

the activities of the Test Systems Division (see note 22, page 38).

1 See footnote, note 22, page 38
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19. Employee share option plan. Since October 1, 1998 share options have been granted to mem-

bers of the Board of Directors and key management members, giving them the right to

purchase shares in Schaffner Holding AG. The award of share options is regulated by the

Employee Share Option Plan 1998 (ESOP), which bases itself as well on conditional share

capital in the amount of CHF 1,067,000, representing 21,340 shares in Schaffner Holding AG

with a nominal value of CHF 50 each, as on treasury shares. The ESOP’s beneficiaries are

allowed to exercise the first 20% of the options granted to them one year after having 

received the options, and thereafter another 20% in each consecutive year. After five years,

all granted options can be exercised. Options expire after ten years at the latest.

Schaffner Group

2004/2005 2003/2004
Outstanding share options in number of options

At beginning of the year 48,359 41,630
Granted 9,500 9,200
Exercised –980 –1,920
Expired/cancelled – –551
At end of the year 56,879 48,359

Of which covered by conditional capital 21,340 21,340
Of which covered by treasury shares 25,816 27,019
Thereof uncovered 9,723 –

In the 2004/2005 fiscal year, share options with an exercise price of CHF 180 (2003/2004:

CHF 192) were granted. The earliest execution date of the options granted in 2004/2005 

is November 29, 2005, and all of the options granted in 2004/2005 expire on November 29,

2014. The share options were issued without being considered in the fair value of the

income statement.

On April 21, 2005 900 options with an exercise price of CHF 145 (expiry date 30.9.2008) as

well as on December 6, 2004 80 options with an exercise price of CHF 159 (expiry date

20.11.2012) were exercised.

The conditions of the share options outstanding at the end of the fiscal year were the 

following:

Exercise price
in CHF 2004/2005 2003/2004

Number of options

Expiry date 30.09.2008 145.00 6,247 7,147
Expiry date 02.12.2008 202.00 360 360
Expiry date 11.01.2009 208.00 360 360
Expiry date 25.11.2009 212.50 6,543 6,543
Expiry date 01.12.2010 465.00 600 600
Expiry date 15.12.2010 543.00 6,600 6,600
Expiry date 25.06.2011 472.00 600 600
Expiry date 04.12.2011 295.50 8,500 8,500
Expiry date 20.11.2012 159.00 8,519 8,599
Expiry date 24.11.2013 192.00 9,050 9,050
Expiry date 29.11.2014 180.00 9,500 –
Total 56,879 48,359



Schaffner Holding AG Finance Report 2004/2005 37

The diluted earnings per share (EPS) take the dilution effect of a potentially

complete conversion of options and convertible bonds into account (IAS 33). The

CHF 49.4 million convertible bond, floated in 2004 with a term until 2010, was

not included in the calculation of the diluted EPS, because the convertible bond

is anti-dilutive.

21. Financial instruments. Fair values of financial instruments correspond to the 

carrying value. The convertible bond has been included at cost. The market value

is CHF 4.2 million higher.

20. Net profit per share 2004/2005 2003/2004

Basic earnings per share
Net profit after minority interests, in CHF 1,000 270 2,256
Weighted average number of outstanding shares (dividend bearing) 608,737 610,491
Basic earnings per share, in CHF 0.44 3.70

Diluted earnings per share
Net profit after minority interests, in CHF 1,000 270 2,256
Relevant number of outstanding share options 2,582 3,868
Adjusted weighted average number of outstanding shares 611,319 614,359
Diluted earnings per share, in CHF 0.44 3.67

Earnings per share from continuing operations
Profit from continuing operations, in CHF 1,000 4,788 10,047
Basic earnings per share, in CHF 7.87 16.46
Diluted earnings per share, in CHF 7.83 16.35

Earnings per share from discontinuing operations
Loss from discontinuing operations, in CHF 1,000 –4,518 –7,791
Basic earnings per share, in CHF –7.42 –12.76
Diluted earnings per share, in CHF –7.39 –12.68
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Schaffner Group

After weighing up all the options, the Board of Directors of Schaffner Holding AG decided

in July, 2005 to focus the Schaffner Group’s activities on the global market for components

and modules to ensure the correct functioning of electrical and electronic devices.

A suitable industrial buyer is being sought for the Test Systems Division in order to ensure

the successful ongoing development of the division’s activities, which the Schaffner Group

has restructured and repositioned over the last few years. The Schaffner Test Systems

Division develops, produces and markets test systems for EMC emission and immunity

testing as well as for cable and emulation tests and ATE functional and burn-in test systems.

For the time being no reliable estimate of the expected period in which the discontinuance

will occur is possible.

23. Related parties. The following total compensation was paid to active members of the

Group’s corporate bodies in fiscal 2004/2005 (see also page 11):

– CHF 1,938,450 Executive members of the Board of Directors and members of the 

Group Management

– CHF 173,084 Non-executive members of the Board of Directors

30.9.2005 30.9.2004

22. Discontinuing operations Continued Discontinued Total Continued Discontinued Total
in CHF 1,000

Net sales third party 122,755 44,067 166,822 122,877 52,499 175,376
Operational expenses –115,185 –48,497 –163,682 –110,085 –59,404 –169,489
EBIT 7,570 –4,430 3,140 12,792 –6,905 5,887
Financial result –1,158 –583 –1,741 –1,839 –981 –2,820

EBT 6,413 –5,013 1,400 10,953 –7,886 3,067
Income taxes –1,623 497 –1,126 –909 92 –817

Net profit 4,790 –4,516 274 10,044 –7,794 2,250

Assets 90,097 43,862 133,959 86,860 44,237 131,097
Liabilities –59,771 –28,127 –87,898 –60,678 –24,187 –84,865
Net assets1 30,326 15,735 46,061 26,182 20,050 46,232

Cash flow from operating activities 8,508 2,280 10,788 9,343 420 9,763
Cash flow from investing activities –5,302 –809 –6,111 –5,014 –1,138 –6,152
Cash flow from financing activities –2,448 –1,616 –4,064 –147 2,355 2,208
Total cash flow1 758 –145 613 4,182 1,637 5,819

1 Some assets and liabilities are not reported on a divisional basis for internal purposes. For the categories not reported, the following 

keys have been applied:

Category Allocation key

Tangible assets Depreciation

Current assets (without inventories) Net sales

Liabilities Current assets
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1 2% held by Schaffner Holding AG, CH-Luterbach

For further information on the above companies, see page 29 of the Annual Report

2004/2005.

In addition a total of 4,550 options with a strike price of CHF 180 each were

issued to members of the Board of Directors and the Group Management in fiscal

2004/2005.

Receivables and payables due from and to associated companies and other related

parties are disclosed separately in the respective notes. All business transactions

with related parties have been held “at arm’s length”.

24. Release of the consolidated financial statements for publication. The consolidated

financial statements were released for publication by the Board of Directors of

Schaffner Holding AG on November 11, 2005. The Board of Directors proposes to

the Annual General Meeting to pay no dividend.

25. Events after the balance sheet date. None.

26. Companies of the Schaffner Group. The following companies were included in the

Schaffner Group’s scope of consolidation as of September 30, 2005:

Company Base Capital in 1,000 Holding in %

Schaffner Holding AG CH-Luterbach CHF 31,797 100
Schaffner EMV AG CH-Luterbach CHF 14,000 100

Schaffner Oy FI-Lohja EUR 34 100
Schaffner EMC S.A.S. FR-Illzach EUR 5,330 100
Schaffner Ltd. UK-Wokingham GBP 260 100

Schaffner EMC Systems Ltd. UK-Capel GBP 1,300 100
Schaffner EMV Hungary Kft. HU-Kecskemét HUF 8,000 1001

Schaffner Limited IE-Limerick EUR 549 100
Schaffner EMC S.r.l. IT-Milan EUR 100 100
Schaffner Electrotest S.r.l. IT-Milan EUR 10 95
Schaffner EMC AB SE-Sollentuna SEK 200 100
Schaffner EMC Inc. US-Edison N.J. USD 1,030 100
Schaffner EMC Ltd. CN-Shanghai CNY 36,825 100
Schaffner EMC K.K. JP-Tokyo JPY 10,000 100
Schaffner EMC Pte. Ltd. Singapore SGD 600 95
Schaffner EMC Co. Ltd. TH-Lamphun THB 140,000 100
Schaffner EMV Ltd. (Taiwan Branch) TW-Taipei TWD 5,000 100
Schaffner Deutschland Holding GmbH DE-Wertheim EUR 25 100
Schaffner Deutschland Holding GmbH & Co. KG DE-Wertheim EUR 1,000 100

Schaffner EMV GmbH DE-Karlsruhe EUR 511 100
Schaffner Electrotest GmbH DE-Wertheim EUR 2,045 100

Schaffner Electrotest BV NL-Drunen EUR 18 100
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To the General Meeting of Schaffner Holding AG, Luterbach

As auditors of the Group, we have audited the consolidated financial statements (balance

sheet, income statement, statement of cash flows, statement of changes in equity and notes)

on pages 18 to 39 of the Schaffner Group for the year ended September 30, 2005.

These consolidated financial statements are the responsibility of the Board of Directors. Our

responsibility is to express an opinion on these consolidated financial statements based on

our audit. We confirm that we meet the legal requirements concerning professional quali-

fication and independence.

Our audit was conducted in accordance with auditing standards promulgated by the Swiss

profession and with the International Standards on Auditing (ISA), which require that an

audit be planned and performed to obtain reasonable assurance about whether the consoli-

dated financial statements are free from material misstatement. We have examined on 

a test basis evidence supporting the amounts and disclosures in the consolidated financial

statements. We have also assessed the accounting principles used, significant 

estimates made and the overall consolidated financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view

of the financial position, the results of operations and the cash flows in accord-

ance with the International Financial Reporting Standards (IFRS) and comply

with Swiss law.

We recommend that the consolidated financial statements submitted to you be

approved.

Ernst & Young Ltd

Manuel Aeby Roland Ruprecht

Swiss Certified Accountant Swiss Certified Accountant

(in charge of the audit)

Berne, November 12, 2005

Report of the group auditors
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Schaffner Holding AG

Balance sheet 30.9.2005 30.9.2004
in CHF 1,000

Loan Schaffner EMV AG 48,050 48,050
Investments 85,001 85,001 
Fixed assets 133,051 133,051

Receivables from group companies 4,802 4,803
Receivables from third parties and accruals 388 111 
Short-term investments and deposits 5,034 5,455 
Cash and cash equivalents 93 54
Current assets 10,317 10,423

Total assets 143,368 143,474

Share capital 31,797 31,797
Legal reserves 339 315
Reserve for treasury shares 4,923 5,886
Share premium 50,357 50,357
Retained earnings 3,660 3,450
Net result of the year 531 480
Shareholders’ equity 91,607 92,285

Convertible bond 49,812 49,565
Other third-party liabilities 403 270
Accrued liabilities 1,546 1,354 
Total liabilities 51,761 51,189

Total liabilities and shareholders’ equity 143,368 143,474

Income statement 2004/2005 2003/2004
in CHF 1,000

Dividends 700 2,660
Other income 7,311 7,116 
Total income 8,011 9,776

Personnel expenses –4,656 –4,712
Operating expenses –3,280 –4,616
Interest expenses –1,368 –915
Other financial expenses –108 –351
Interest income 1,972 1,298
Income taxes –40 0 

Net profit 531 480
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As a result of the group value-added tax system for the Swiss companies, there 

is a joint liability for the tax owed by the value-added tax group in favor of the

Swiss federal tax authority.

Ordinary share capital. CHF 31,797,000, divided into 635,940 registered shares with

par value CHF 50 each. The share capital is fully paid up. Each share grants the

owner one vote at the Annual General Meeting of Shareholders. All shares not

held by the Company or one of its subsidiaries are dividend-bearing.

Conditional share capital. 211,340 shares at par value of CHF 50 each, i.e.

CHF 10,567,000 in total. Thereof 190,000 (CHF 9,500,000 nominal) are dedicated

to the convertible bond. 21,340 (CHF 1,067,000 nominal) are assigned to the

option plan.

At September 30, 2005 56,879 share options were open conferring the right to buy

one registered share in Schaffner Holding AG. In fiscal 2004/2005 no options

were exercised out of conditional share capital.

Investments. Schaffner EMV AG, Luterbach, Switzerland: 100 % of share capital of

CHF 14 million. Schaffner EMV Hungary Kft., Kecskemét, Hungary: 2% of share

capital of HUF 8 million.

Notes to the financial statements

Contingent liabilities 30.9.2005 30.9.2004
in CHF 1,000

Joint liability for group companies 20,500 20,500
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Information about treasury shares. The special reserve for treasury shares amounts to

CHF 4,923,111. In the balance sheet treasury shares are valuated at the year-end rate per

September 30, 2005 of CHF 195. In fiscal 2004/2005 980 options were exercised, thereof

900 options by cash settlement and 80 options out of treasury shares.

There are no further facts that require to be reported under Art. 663b of the Swiss Code of

Obligations.

Schaffner Holding AG

30.9.2005 30.9.2004
Important shareholders Number of shares Capital stake Number of shares Capital stake

Alpine Select AG 39,844 6.3%
Julius Baer Multistock SA 38,100 6.0%
Buru Holding AG 31,825 5.0%
Sarasin Investmentfonds 62,940 9.9% 53,288 8.4%
Shareholders with
a stake of less than 5% 475,515 74.7% 515,839 81.1%
Free float 610,124 95.9% 607,227 95.5%

Treasury shares 25,816 4.1% 28,713 4.5%
Total shares 635,940 100% 635,940 100%

Number Year-end rate Average rate At year-end rate At average rate
of shares per share in CHF per share in CHF in CHF 1,000 in CHF 1,000

At 1.10.2003 24,598 203 224 4,993 5,510
+ Purchase1 38,578 7,688 7,688
– Sale1 –34,463 –6,876 –6,876
Valuation differences –350 –436

At 30.9.2004 28,713 190 205 5,455 5,886
+ Purchase1 29,473 5,359 5,359
– Sale1 –32,370 –5,673 –5,673
Valuation differences –107 –649

At 30.9.2005 25,816 195 191 5,034 4,923

1 At actual rates
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Proposal for the appropriation 
of retained earnings

The Board of Directors proposes to the Annual General Meeting that the retained

earnings be appropriated as follows:

* All shares which are not held by the Company or one of its subsidiaries are dividend-bearing.

2004/2005 2003/2004
in CHF 1,000

Net result of the business year 531 480 
Retained earnings carried forward 2,692 3,824
Changes in reserves for treasury shares 965 –374
Retained earnings at disposal of Annual General Meeting of Shareholders 4,188 3,930
Allocation to legal reserves 0 –24
Dividend of CHF 0.00 (CHF 2.00) gross per registered share* 0 –1,214
To be carried forward 4,188 2,692

Total registered shares issued 635,940 635,940
Treasury shares held by the Company or its subsidiaries –25,816 –28,713
Dividend-bearing shares 610,124 607,227



To the General Meeting of Schaffner Holding AG, Luterbach 

As statutory auditors, we have audited the accounting records and the financial statements

(balance sheet, income statement and notes) on pages 42 to 45 of Schaffner Holding AG for

the year ended September 30, 2005.

These financial statements are the responsibility of the Board of Directors. Our responsibility

is to express an opinion on these financial statements based on our audit. We confirm that we

meet the legal requirements concerning professional qualification and independence.

Our audit was conducted in accordance with auditing standards promulgated by the Swiss

profession, which require that an audit be planned and performed to obtain reasonable 

assurance about whether the financial statements are free from material misstatement.

We have examined on a test basis evidence supporting the amounts and disclosures in the

financial statements. We have also assessed the accounting principles used, significant

estimates made and the overall financial statement presentation. We believe that our audit

provides a reasonable basis for our opinion.

In our opinion, the accounting records and financial statements and the proposed appro-

priation of available earnings comply with Swiss law and the company’s articles of

incorporation.

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

Ernst & Young Ltd

Manuel Aeby Roland Ruprecht

Swiss Certified Accountant Swiss Certified Accountant

(in charge of the audit)

Berne, November 12, 2005
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Report of the statutory auditors
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