











On-scene detection of
toxic chemicals and
warfare agents to support
critical decisions affecting

life, health, and safety.

Identifikation von
Umweltgiften und
chemischen Kampfstoffen
als Grundlagen fir
lebenswichtige Entscheide.

Increasing Penetration in the Emergency
Response and Security Market

Sales were generally in line with expectations for 2007,
although they did decline from 2006 levels, primarily
due to the U.S. government’s reduced level of de-
mand. However, INFICON achieved growing interna-
tional penetration for its products, as evidenced by
sizable orders from Asia, Europe and the Middle East.
The trend toward diversified geographic demand was
illustrated by the multi-million-dollar order received in
December 2007 from the State Environmental Protec-
tion Administration (SEPA) of the People’s Republic

of China. Selected through a rigorous competitive
process, HAPSITE Chemical Identification Systems
will be used for environmental monitoring in major
provinces and cities throughout China. INFICON is
pleased to support SEPA in carrying out its mission of
ecological conservation and pollution prevention.

To facilitate entry into new markets,
INFICON has been expanding its fam-
ily of HAPSITE products. The newest

HAPSITE Chemical Identification System

Wachsende Prasenz in den Bereichen Notfallhilfe und
Sicherheit

Der Umsatz in diesem Bereich entsprach grundsétzlich
den Erwartungen fiir 2007. Aufgrund riicklaufiger Nach-
frage von Seiten der U.S. Regierungsbehdrden gingen die
Aktivitaten im Verhéltnis zu 2006 hierbei zuriick. Gleich-
zeitig jedoch drang INFICON verstérkt in internationale
Markte vor, wie beachtliche Auftrédge aus Asien, Europa
und Nahost belegen. Dieser Trend verdeutlichte sich im
Dezember 2007 mit einem Auftrag tber mehrere Millionen
Dollar von der State Environmental Protection Administra-
tion (SEPA) der Volksrepublik China. HAPSITE Chemical
Identification Systems setzten sich in einem harten Aus-
wahlverfahren gegen den Wettbewerb durch und werden
nun fir die Beobachtung von Umweltkriterien in wichtigen
chinesischen Provinzen und Stédten verwendet. INFICON
ist erfreut, SEPA bei ihrem Auftrag flir Umweltschutz und
Luftreinhaltung zu unterstitzen.

Die Umséatze von INFICON werden im
Sicherheitsbereich immer internationaler.

INFICON sales trend toward new security  Um in neue Mérkte vorzustossen, er-
markets internationally. weiterte das Unternehmen die HAPSITE

product, the HAPSITE Viper, is a vehicle-integrated
system for detecting and analyzing chemical warfare
agents built to international military specifications,
and is now in evaluation at customers in Europe.
HAPSITE Viper collects a sample using a proprietary
infrared probe to quickly screen for trace amounts of
chemical contamination and within minutes delivers
analysis of chemical warfare agents in the field for
life-saving decisions. It was recognized last year by
Research & Development Magazine as one of the 100
most technologically significant new products and
processes of the year. We see significant potential

Produktfamilie. Beim jiingsten Neuzugang
HAPSITE Viper handelt es sich um ein im Aufklarungs-
fahrzeug integriertes System, das chemische Kampfstoffe
aufspiirt und analysiert. Nach internationalen militarischen
Vorgaben entwickelt, testen es im Augenblick Kunden
in Europa. HAPSITE Viper nimmt mit einer patentierten
Infrarotsonde eine Probe auf und identifiziert selbst
kleinste Spuren chemischer Verunreinigung. Innerhalb von
Minuten analysiert es chemische Kampfstoffe und ermog-
licht schnelle, lebensrettende Entscheidungen. Im letzten
Jahr wurde HAPSITE Viper vom Research & Development
Magazine als eines der 100 technologisch bedeutsamsten
neuen Produkte und Prozesse ausgezeichnet. Wir erwar-
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worldwide for these products and, in fact, to satisfy
surging interest, are increasing our manufacturing
capacity.

Economic Trends and Diversity Drive Solid Sales
in Vacuum Processing

In the general vacuum processes market, where
INFICON sells analysis, measurement and control
products for many different industrial applications,
there was real growth throughout the year. Activity
was boosted by economic trends in Europe and Asia,
as well as good reception of new products by our
private label partners, who focus on industries such
as the life sciences, analytical instrumentation, and

INFICON Vacuum Valves

ten weltweit beachtliches Potenzial fir diese Produkte und
sind daran, die Fertigungskapazitdten zu erhéhen, um die
ansteigende Nachfrage zu bedienen.

Wirtschaftstrends und Diversifikation begiinstigen
kraftige Umsatze bei Vakuumprozessen

Im Markt der allgemeinen Vakuumprozesse verzeichnete
das Unternehmen Uber das gesamte Jahr hinweg kons-
tante Wachstumszahlen. INFICON liefert hier Analyse-,
Mess- und Kontrollprodukte fiir breit gefacherte Industrie-
anwendungen. Die Aktivitaten von INFICON erhielten
Auftrieb durch die guinstige wirtschaftliche Entwicklung
in Europa und Asien. Ausserdem stiessen neue Produkte
bei den Private-Label-Partnern auf positive Resonanz.
Diese konzentrieren sich auf Industrien wie

New INFICON-brand and private label  Life-Science, Analysemesstechnik sowie
products add customers.  Forschung und Entwicklung. INFICON

R&D. INFICON has also diversified Verbreiterung der Kundenbasis durch INFICON-

its customer base, adding new
customers via direct sales to OEMs
and distributors in industries such as aerospace, heat
treating, freeze drying, sterilization, laser cutting, food
packaging, and research.

A Future of Sustained and Profitable Growth

Looking into the future, we are optimistic about our
ability to continue to fulfill the goal of sustained and
profitable growth. We are confident that INFICON is
making significant progress in building operational
excellence with a very experienced executive man-
agement team. We wish to express appreciation to our
employees for a job exceedingly well done. It is the
blend of their talent, experience and passion that will
lead INFICON to the next phase of its growth.

Markenprodukte und Private-Label-Komponenten.

diversifizierte den Kundenstamm und gewann Neukun-
den hinzu, indem das Unternehmen den Direktvertrieb
an OEMs und spezialisierte Handler forcierte, die in
Bereichen wie Raumfahrt, Warmebehandlung, Gefrier-
trocknung, Sterilisation, Laserschneiden, Lebensmittel-
verpackung und Forschung aktiv sind.

Nachhaltig profitables Wachstum fiir die Zukunft

Wir blicken optimistisch in die Zukunft — liberzeugt von
unserer Fahigkeit, auch weiterhin nachhaltig und profitabel
zu wachsen. Mit einem erfahrenen, schlagkréaftigen Ge-
schéftsleitungsteam macht INFICON weiterhin Fortschritte
darin, seine operative Starke auszubauen. An dieser Stelle
mdchten wir unseren Mitarbeiterinnen und Mitarbeitern fir
ihren absolut tiberragenden Einsatz herzlich danken. Es



Innovative vacuum
technology for research and
manufacturing in a wide
variety of industries like
aerospace, sterilization, and
food packaging.

Innovative Vakuumtechnologie
fir Produktions- und F&E-An-
wendungen in vielen Industrien
wie beispielsweise Raumfahrt,
Sterilisation und Nahrungs-
mittelverpackung.

In 2008, we expect another year of solid execution. ist das Zusammenwirken ihrer Talente, Erfahrungen und
INFICON will also continue to strive to contribute to Engagements, welches das Unternehmen in die ndchste
the environment and its communities. Phase seines Wachstums tragt.

INFICON employees’ talent, experience and  Fir 2008 erwarten wir weitere Fortschritte
passion led success.  beider Umsetzung unserer Geschéfts-

In closing, we thank our customers, Talent, Erfahru ng und Leidenschaft der INFICON

suppliers, business partners and share-  |\/itarbeiienden sind wichtige Erfolgskomponenten.

holders for their confidence and trust.

The year 2007 was an outstanding year for INFICON, strategie. Dabei nimmt INFICON kontinuierlich seine

and we look forward to an even more successful 2008. soziale Verantwortung fir den Umweltschutz und das
Gemeinwesen wahr.

Wir danken unseren Kunden und Aktionaren fir ihr Ver-
trauen. 2007 war ein hervorragendes Jahr fiir INFICON
und wir freuen uns auf weiterhin steigenden Erfolg in 2008.

Sincerely,
Mit freundlichen Grissen

/ .-l 4 htnz

Lukas Winkler Gustav Wirz
President and Chief Executive Officer Chairman of the Board
Direktionsprésident und Chief Executive Officer Président des Verwaltungsrates
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1 Group Structure and

Shareholders

1.1 Group Structure

Operational Group Structure

Board of Directors

Executive Management Team

Committees:
Audit Committee
Strategy Committee

Human Resources & Nominating Committee

Corporate Functions

INFICON Holding AG is the parent company of the INFICON group which operates
from 12 countries and consists of a parent company, seven manufacturing compa-
nies, eight sales and service subsidiaries, and a management company located in
Bad Ragaz, Switzerland which performs administrative, inter-company financing,
and intellectual property management functions. The legal entity structure of the

INFICON group is as follows:

INFICON Holding AG
Bad Ragaz, Switzerland
Parent Company

INFICON AG

Balzers, Liechtenstein
Manufacturing
INFICON Inc.
Syracuse, NY, USA
Manufacturing
INFICON Aaland Ab.
Mariehamn, Finland
Manufacturing
INFICON GmbH

Bad Ragaz, Switzerland
Management Co.
INFICON S.A.R.L.
Courtaboeuf, France
Sales

INFICON Ltd.

Bolton, United Kingdom
Sales

INFICON Ptd. Ltd.
Singapore

Sales

INFICON Ltd.

Chubei City, Taiwan
Sales

INFICON Ltd.

Hong Kong

Sales

INFICON Ltd.
Bungdang, Korea
Sales

INFICON Co.
Yokohama-Shi, Japan
Sales

INFICON Instruments Shanghai Co. Ltd.

Shanghai, China
Manufacturing

INFICON EDC Inc.
Overland Park, KS, USA
Manufacturing

Sigma Instruments Inc. *

Fort Collins, CO, USA
Manufacturing
INFICON GmbH
Cologne, Germany
Manufacturing

INFICON Guangzhou Service Centre Ltd.

Guangzhou, China
Service

* Added in 2008



Listed corporation: INFICON Holding AG

INFICON Holding AG is based in Bad Ragaz, Swit-
zerland. It has share capital of TCHF 11,884 CHF
made up of 2,376,762 shares with a nominal value

of CHF 5 each. Registered shares are listed on the
Swiss Exchange under security number 1102994, ISIN
CHO0011029946 and symbol IFCN.

Market capitalization at December 31, 2007 was TCHF
390,764 based on shares outstanding.

Share capital and percentage of shares held by
subsidiaries — See statutory financial statements,
Note 2: Investments in subsidiaries.

1.2 Significant Shareholders
Stockholder structure
Based on number of registered stockholders as of

December 31, 2007.

Number of shares Number of stockholders

> 50,000 4
10,000-50,000 26
1-9,999 1,161

Stockholders by Country
Based upon number of registered stockholders as of
December 31, 2007.

Country Number of stockholders
Switzerland 960
Germany 68
United States of America 56
Liechtenstein 18
Rest of Europe 66
Rest of World 23
Total 1,191

Major Stockholders
See statutory financial statements, Note 3 - Equity.

1.3 Cross-shareholdings

INFICON Holding AG has no cross-shareholdings.

2 Capital Structure
2.1 Capital (Issued, Authorized & Conditional)

Registered shares of CHF 5 each at December 31,
2007:

No. of shares Capital
Issued share capital 2,376,762 TCHF 11,884
Conditional share capital 217,312 TCHF 1,087

The issued share capital comprises 2,376,762 regis-
tered shares of CHF 5 each. Each share entitles the
registered owner to one vote at the general meeting
of shareholders, as well a share of dividends, if any,
declared by the Company and proceeds from liquida-
tion, corresponding to its nominal value as a percent-
age of the total nominal value of issued share capital.

2.2 Authorized and Conditional Share Capital

The Board of Directors is currently not authorized to
issue new registered shares.

The articles of incorporation provide for a conditional
capital (according to Art. 653 of the Swiss Code of
Obligations) of a maximum of TCHF 1,300 through
the issuance of 260,000 registered shares of CHF 5
each by the exercise of option rights granted to em-
ployees and members of the Board of Directors of the
Company. As of December 31, 2007 a total of 42,688
options have been exercised reducing the available
conditional capital to TCHF 1,087.

2.3 Changes in Stockholders’ Equity

Changes in stockholders’ equity are presented in
the consolidated statements of stockholders’ equity
section of the consolidated financial statements for
INFICON Holding AG for the years ended December
31, 2007 and 2006. For the year ended December 31,
2005, please refer to the 2005 Annual Report.

2.4 Shares

See 2.1. No participation certificates are issued.

2.5 Profit Sharing Certificates

The Company currently has no profit sharing certifi-
cates.

2.6 Limitations on Transferability and Nominee
Registrations

The Articles of Incorporation contain no special

regulations regarding limitations on transferability and
nominee registrations.
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2.7 Convertible Bonds and Warrants/Options

In conjunction with the employee and director stock
option programs, current and former employees as
well as current and former members of the Board

of Directors held as of December 31, 2007 a total

of 112,774 options carrying a subscription ratio of

1 share per 1 option. These options entitle hold-

ers to acquire a total of 112,774 registered shares of
INFICON Holding AG. All shares resulting from the
exercise of stock options are covered by shares that
can be created from conditional capital resulting in an
increase in share capital. The aggregate par value of
shares purchasable by means of outstanding options
amounts to TCHF 564. For a more detailed discussion
of stock option plans, please see Notes to Consoli-
dated Financial Statements, 18. Stock Option Plans.

The Company currently has no convertible bonds or
bonds with warrants.

3 Board of Directors

3.1 Members of the Board of Directors, other
Activities and Vested Interests, and Internal
Organizational Structure

Board of Directors and Management Board

Our articles of incorporation provide that the Board

of Directors may consist of one or more members at
any time. Directors are elected and removed by share-
holder resolution. Members of our Board of Directors
serve three-year terms and may be re-elected upon
completion of their term of office. The shareholders
may remove the directors without cause. Our five di-
rectors currently in office were elected by shareholder
resolution.

All members of the Board of Directors are non-execu-
tive Board members.

According to the law, the Board of Directors is re-
sponsible for the ultimate direction and supervision

of INFICON Holding AG. The Board of Directors has
delegated the conduct of the day-to-day business op-
erations to the Company’s executive officers, which is
headed by the Chief Executive Officer. The Chief Ex-
ecutive Officer is responsible for the management of
INFICON Holding AG and for all other matters except
for those reserved by law and the Articles of Incorpo-
ration. The Board of Directors is required to resolve
all matters, which are not defined by the law, Articles
of Incorporation, or management bylaws as being the
responsibility of any other governing body. Accord-
ing to the Swiss Code of Obligations the following
non-transferable and inalienable responsibilities are

incumbent on the Board of Directors:

¢ Ultimate management of the Corporation and the
issuance of the necessary directives;

® Determination of the organization;

e Structuring of the accounting system and of the
financial controls, as well as the financial planning
insofar as this is necessary to manage the Corpora-
tion;

e Appointment and the removal of the persons en-
trusted with the management and representation of
the Corporation and the granting of the signatory
power;

¢ Ultimate supervision of the persons entrusted with
the management, particularly with regard to compli-
ance with the law, these Articles of Incorporation
and regulations and directives;

® The preparation of the business report as well as the
General Meeting of Shareholders, and the imple-
mentation of the latter’s resolutions;

¢ Notification of the judge in the case of over-indebt-
edness;

¢ Passing of resolutions regarding the subsequent
payment of capital with respect to non-fully paid in
shares;

¢ Passing of resolutions confirming increases in the
share capital and regarding the amendments to the
Articles of Incorporation entailed thereby;

¢ Examination of the professional qualifications of the
specially qualified auditors in those cases in which
the law foresees the use of such auditors.

The Board of Directors, as of the date of this filing,
has established an Audit Committee, a Strategy Com-
mittee, and a Human Resources and Nominating
Committee. Each of these committees has regula-
tions, which outline its duties and responsibilities.
The Board of Directors elects the Chairman for each
committee. The committees meet regularly carrying
out preparatory work to provide the Board of Direc-
tors with updates and recommendations at its regular
meetings. Their respective chairperson sets the agen-
das for the committee meetings. The length of the
meetings range from an hour up to an entire day, de-
pending on the agenda as decided by the chairman.

The Audit Committee

The Audit Committee consists of three non-executive

members of the Board of Directors. Currently, the Au-
dit Committee is comprised of the following members:

Dr. Thomas Staehelin Chairman
Paul Otth
Gustav Wirz

The responsibilities of the Audit Committee include:
e recommending to the Board of Directors the
independent public accountants to be selected to



conduct the annual audit of our books and records;

® reviewing the proposed scope of such audit and ap-
proving the audit fees to be paid;

¢ reviewing the adequacy and effectiveness of our
accounting and internal financial controls with the
independent public accountants and our financial
and accounting staff;

® reviewing and approving transactions between the
Company, its directors, officers and affiliates; and

® reviewing and reassessing, on an annual basis, the
adequacy of our audit committee charter.

The Human Resources and Nominating
Committee

The Human Resources and Nominating Committee
are to provide a general review of our compensa-

tion and benefit plans to ensure they meet corporate
financial and strategic objectives, as well as to make
recommendations to the board regarding appoint-
ment, dismissal and career development of senior
management positions. The responsibilities of the Hu-
man Resources and Nominating Committee also in-
clude the administration of employee incentive plans.
The Human Resources and Nominating Committee
consists of three non-executive members of the Board
of Directors. Currently, the Human Resources and
Nominating Committee is comprised of the following
members:

Dr. Richard Fischer Chairman
Mario Fontana
Dr. Thomas Staehelin

The Strategy Committee

This Committee is responsible for advising the board
on the long term strategy and how to portray INFI-
CON’s strategy to shareholders and the investment
community. The Strategy Committee consists of three
non-executive members of the Board of Directors.
Currently, the Strategy Committee is comprised of the
following members:

Mario Fontana Chairman
Dr. Richard Fischer
Paul Otth

Frequency of Meetings of the Board of Directors
and its Committees

The Board of Directors holds four or more meetings
per year and additional ad hoc meetings and confer-
ence calls as necessary. The Audit Committee holds
four meetings per year in addition to three quarterly
conference calls. The Strategy Committee and the
Human Resources and Nominating Committee hold
two or more meetings per year.

The Company’s Board of Directors includes:

Gustav Wirz, Citizen of Switzerland, *1945
Chairman of the Board of Directors, Member Audit
Committee

Mr. Wirz started his professional career in 1970 as
head of the R&D department with Kulicke & Soffa one
of the pioneers of the Semiconductor Equipment Man-
ufacturers. In 1974, he joined Seier AG in Switzerland
as Managing Director. In 1979, Mr. Wirz started his
own company, initially Gustav Wirz AG, later the name
was changed to Alphasem AG; the company does
development, manufacturing and sales worldwide of
Automatic Die Attach Systems for the semiconductor
assembly process. The company established subsid-
iaries for sales and service in Hong Kong, China, Sin-
gapore, Taipei, Penang, Bangkok, Korea and USA and
is today one of the leading companies for automatic
Die Attach Systems worldwide. In 1987, Mr. Wirz was
elected to the SEMI board, the worldwide Industry
Association of the Semiconductor Equipment and
Materials Industry, he was the first non-US director. In
1999, he sold the shares of Alphasem AG to the Dover
Corporation. He is a member of the council of techni-
cal colleges of eastern Switzerland. Mr. Wirz studied
mechanical engineering at the technical college in
Biel, Switzerland. Mr. Wirz currently holds director-
ships in other corporations, which include:

Company Position
QCSolutions Inc. (USA) Member
Best-lmmo-Invest AG Chairman
Tec-Sem Group AG Chairman

Paul Otth, Citizen of Switzerland, *1943
Vice Chairman of the Board of Directors, Member
Audit Committee, Member Strategy Committee

In June 2000, Mr. Otth became the Chief Financial Of-
ficer and a Member of the Executive Board of Unaxis
Corporation. From 1989 until November 1996, Mr.
Otth was with Landis & Gyr AG, where he became the
Chief Financial Officer and a Member of the Executive
Board in November 1994. From November 1996 until
October 1998, he served as the Chief Financial Officer
and a Member of the Executive Board of Elektrowatt
AG (a successor company of Landis & Gyr AG). From
October 1998 until May 2000, he served as Chief
Financial Officer and a member of the Group Board

of Siemens Building Technologies (a successor com-
pany of Elektrowatt AG). From June 2000 until De-
cember 2002, Mr. Otth served as Chief Financial Of-
ficer and a Member of the Executive Board of Unaxis
Corporation. Mr. Otth is a Certified Public Accountant.
Mr. Otth also currently holds directorships in other
corporations, which include:
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Company Position
Swiss Rail (SBB AG) Member
Ascom Holding AG Vice Chairman
Swissquote Group Holding AG Member

EAO Holding AG Chairman

Richard Fischer, Citizen of Austria, *1955
Director, Chairman Human Resources and Nominating
Committee, Member Strategy Committee

Dr. Fischer is a co-owner of VAT Holding AG. VAT is
the global leading supplier of vacuum valves. Since
1984, he has served as VAT’s Chief Executive Officer,
and since 1997 as the company’s President and Chair-
man of the Board. Prior to joining VAT, Dr. Fischer was
Technical Director of Gama, Access Systems, an Aus-
trian company. Dr. Fischer holds a Ph.D. in Engineer-
ing from the University of Vienna. Dr. Fischer currently
holds directorships in corporations, which include:

Company Position
ARS GmbH Member
Sysmec AG Member
VAT Holding AG Chairman

Mario Fontana, Citizen of Switzerland, *1946
Director, Chairman Strategy Committee, Member Hu-
man Resources and Nominating Committee

Mario Fontana started his career in 1970 with IBM
Switzerland as Marketing Representative and Inter-
national Account Manager serving Swiss industrial
groups. In 1977, he became CIO at Brown Boveri in
Sao Paulo, Brazil. In 1981, he started the Swiss Sub-
sidiary of Storage Technology as its first managing
director. In 1984, Mario Fontana started a 15-year
career with Hewlett-Packard, first for 10 years as Gen-
eral Manager of its Swiss subsidiary, then as General
Manager for the Computer Systems Business in Ger-
many, later for Europe, Middle East and Africa and in
his last position as responsible for the Business Unit
Financial Service on a worldwide basis. Mario Fon-
tana studied Mechanical and Aerospace Engineering
at the Swiss Institute of Technology (ETH) and at the
Georgia Institute of Technology, where he received a
Master of Science Degree. Since 1999, Mario Fontana
serves on various boards as non-executive director.
Mr. Fontana currently holds directorships in other cor-
porations, which include:

Company Position
Swiss Rail (SBB AG) Member
Swissquote Group Holding AG Chairman
X-Rite (USA) Member
Hexagon (Sweden) Member
Dufry AG Member

Thomas Staehelin, Citizen of Switzerland, *1947
Director, Chairman Audit Committee, Member Human
Resources and Nominating Committee

Dr. Staehelin is a Swiss corporate and tax attorney
and partner in the Basel based law firm Fromer,
Schultheiss and Staehelin. Dr. Staehelin is a private
investor and serves on the boards of various Swiss
listed or unlisted companies in various capacities
ranging from a member, Vice-Chairman, or Chairman.
Dr. Staehelin holds a Ph.D. in Law from the Univer-
sity of Basel. He currently serves as Chairman of the
Chamber of Commerce of Basle and was a member of
parliament. Dr. Staehelin currently holds directorships
in other corporations, which include:

Company Position
Kuhne & Nagel International AG Member
Siegfried Holding AG Vice-Chairman
Swissport International AG Chairman
Lantal Textiles Member
Lenzerheide Bergbahnen AG Vice-Chairman
Scobag AG Chairman

3.2 Other Activities and Vested Interests

See 3.1

3.3 Elections and Terms of Office

According to the Articles of Incorporation, the mem-
bers of the Board of Directors are elected for a term of
three years. Election occurs at the general meeting of

shareholders.

The members of the Board of Directors were elected
individually as follows:

Board of Directors Date Term
First Elected Expires
Richard Fischer May 2003 May 2009
Mario Fontana May 2003 May 2009
Paul Otth November 2000  May 2009
Thomas Staehelin May 2001 May 2010
Gustav Wirz May 2004 May 2010

No members were subject to re-election in 2007.

3.4 Internal Organizational Structure

See 1.1

3.5 Definition of Areas of Responsibility

The Board of Directors has delegated authority to the
Company’s executive officers to execute the



Company’s approved annual budget. INFICON Hold-
ing AG has a comprehensive financial and enterprise
reporting system to gather and report its financial re-
sults. The quarterly financial results are reviewed and
approved by the Audit Committee prior to issuance

to the public. Additionally, the Board of Directors pro-
vides oversight and approval for potential acquisitions
or strategic partnerships.

3.6 Information and Control Instruments vis-a-vis
the Senior Management

Information regarding the current state of the business
is provided continuously at the meetings of the Board
of Directors in an appropriate format and is presented
by the persons bearing responsibility for oversight of
the financial and operational aspects of the business.

The Board of Directors receives minutes of committee
meetings, as well as from the Senior Management.

Furthermore, the Audit Committee reviews the finan-
cial performance and assesses the effectiveness of
the internal and external audit processes as well as
the internal risk management and processes.

Members of the Board of Directors and Senior Man-
agement attend the Audit Committee meetings.

The external auditors, PricewaterhouseCoopers AG
conduct their audit in compliance with Swiss law and
in accordance with Swiss Auditing Standards and with
generally accepted accounting principles in the United
States of America.

4 Senior Management

4.1 Members of the Senior Management, other
Activities and Vested Interests, Management
Contracts

Our executive officers are responsible for our day-to-
day management. The executive officers have individ-
ual responsibilities established by our Organizational
Regulations and by the Board of Directors.

Lukas Winkler, Citizen of Switzerland, *1962
President and Chief Executive Officer (since January
2004)

Mr. Winkler joined the company in January 1993

and served as our Vice President, Vacuum Control
from January 1997 to December 2003. From January
1995 to January 1997, Mr. Winkler served our Balzers
AG subsidiary as General Manager Production. Mr.
Winkler has a Masters degree in engineering from the

Swiss Federal Institute of Technology (ETH Zurich)
and an Executive-MBA from Syracuse University.

Peter Maier, Citizen of Germany, *1962

Vice President and Chief Financial Officer (since No-
vember 2000) and Vice President - Intelligent Sensor
Solutions (since December 2007)

Mr. Maier joined INFICON in 1996 as Director of
Information Systems and became Vice President

of Finance for Leybold Inficon, and Controller for

the Instrumentation Division in 1998. From 2000 to
2007, Mr. Maier served as Chief Financial Officer of
INFICON. Prior to joining us, Mr. Maier served Deloitte
Consulting as project manager and consultant for
enterprise application integration from 1994 to 1996.
From 1992 to 1994, Mr. Maier served as Controller for
Heidelberger Druckmaschinen AG in Germany. Mr.
Maier holds a Masters degree in business administra-
tion and engineering from the University of Karlsruhe,
Germany.

Ulrich Doebler, Citizen of Germany, *1955
Vice President — Leak Detection (since January 2000)

Dr. Doebler joined INFICON in 1986. From 1996 to
December 1999, Dr. Doebler was the Marketing and
Engineering Manager of the Leak Detection product
line. Dr. Doebler holds a Ph.D. in physics from the Uni-
versity of Cologne.

Urs Walchli, Citizen of Switzerland, *1961
Vice President — Vacuum Control (since March 2004)

Mr. Walchli joined the company in 1993. In 2000, he
was appointed R&D Manager of our Vacuum Control
product line and became Technical Director of this
unit in 2003. Mr. Walchli holds a Ph.D. in physics from
Berne University and a Master of Industrial Manage-
ment from the Swiss Federal Institute of Technology
(ETH Zurich).

4.2 Other Activities and Vested Interests

See 4.1 for any activities and vested interests.

4.3 Management Contracts

INFICON Holding AG has not entered into any man-

agement contracts with third parties outside the
Group.
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5 Compensation, Shareholdings
and Loans

5.1 Content and Method of Determining the
Compensation and Share-Ownership
Programs

The Content and method of determining the Com-
pensation and share-ownership programs for the
members of the Board of Directors and for the Senior
Management are proposed by the Human Resources
and Nominating Committee and approved by the
Board of Directors once a year.

5.2 Transparency of the Compensations,
Shareholdings and Loans Pertaining to Issuers
Domiciled Abroad

See Notes to Consolidated Financial Statements,
21. Additional Information Required by Swiss Law

6 Shareholder Participation
6.1 Voting-Rights and Representation Restrictions

Each of our shares carries one vote at our sharehold-
ers’ meetings. Voting rights may be exercised only
after a shareholder has been recorded in our share
register (Aktienbuch) as a shareholder with voting
rights. We may enter into agreements with banks or
financial companies which hold shares for the account
of other persons (nominees) regarding the exercise

of the voting rights related to the shares. Registration
with voting rights is subject to restrictions.

Our shares are cleared and settled through SIS Sega
Inter Settle AG. The shares will not be physically
represented by certificates but will be managed col-
lectively in book-entry form by SIS Sega Inter Settle
AG. Shareholders are therefore not entitled to have
their shares physically represented and delivered in
certificate form (aufgehobener Titeldruck). They can,
however, request a statement confirming their owner-
ship of the shares.

6.2 Statutory Quorums

The Articles of Incorporation contain no quorums
greater than that set out by the applicable legal provi-
sions.

6.3 General Meetings of Shareholders

The Articles of Incorporation contain no rules on the

convocation of the General meeting of shareholders
that differ from applicable legal provisions.

6.4 Agenda

Shareholders holding shares with a par value of at
least TCHF 1,000 have the right to request in writ-
ing, at least 50 days prior to the day of the respec-
tive shareholders’ meeting, that a specific proposal
be discussed and voted upon at such shareholders’
meeting.

6.5 Entries into the Share Register

Only those shareholders with voting rights whose
names were recorded in the Company’s register of
shareholders on the respective closing date may
attend the General Meeting of Shareholders and
exercise their voting rights. The Board of Directors
endeavors to set the closing date for registration as
close as possible to the date of the General Meeting,
i.e. not more than 3 to 4 weeks before the General
Meeting. There are no exceptions to this rule regard-
ing the closing date for registration.

7 Changes of Control and
Defense Measures

7.1 Duty to Make an Offer

The Company’s Articles of Incorporation do not
include “opting-out” or “opting-up” clauses and ac-
cordingly under Article 32 of the Swiss Securities
Exchanges and Securities Trading Act a shareholder
who acquires 33%% or more of the Company’s shares
is obliged to submit a public offer for the remaining
shares.

7.2 Clauses on Changes of Control

Our Chief Executive Officer, Lukas Winkler, has an
agreement under which he would become entitled to
a special payment of two times annual compensation
upon a change of control of the Company.

Our Chief Financial Officer and Vice President Intelli-
gent Sensor Solutions, Peter Maier, has an agreement
under which he would become entitled to a special
payment of one times annual compensation upon a
change of control of the Company.

Additionally, the Key Employee Stock Option plan
contains a provision whereby all unvested outstand-
ing options vest upon a change in control and the one
year restriction on exercise of options for the Direc-
tors Stock Option plan is released upon a change in
control.



8 Auditors

8.1 Duration of the Mandate and Term of Office of
the Lead Auditor

Statutory auditors and group auditors pursuant to Art.
727 ff. and 731a, respectively, of the Swiss Code of
Obligations is PricewaterhouseCoopers AG, Zurich,
elected for one year. PricewaterhouseCoopers AG
commenced its mandate as statutory and group audi-
tors of INFICON Holding AG in June 2002. The lead
engagement partner, Mr. Stephen Williams, has been
responsible for the audit of INFICON Holding AG since
June 2002. The significant subsidiaries of INFICON
Holding AG are audited by member firms of Pricewa-
terhouseCoopers.

8.2 Auditing Fees

Audit fees for the 2007 audit were approximately
TUSD 480 (TCHF 540).

8.3 Additional Fees

Fees paid to PricewaterhouseCoopers for non-audit
services, consisting primarily of tax and acquisition
related services, rendered during 2007 were approxi-
mately TUSD 140 (TCHF 157).

8.4 Supervisory and Control Instruments
Pertaining to the external Audit

The Audit Committee of the Board initially proposed
the appointment of PricewaterhouseCoopers AG
following a review of offers received from 3 compet-
ing firms of independent accountants for the 2002
reporting year. The Audit Committee evaluates the
performance, fees, and independence of the statutory
auditors and group auditors each year.

Typically the Audit Committee receives a summary of
the scope of work planned by the auditors on an an-
nual basis and meets with the auditors to review these
audit plans. Following the audit work, the auditors
submit a report on the results of their work including
all communications required to be made to the Audit
Committee in accordance with auditing standards
generally accepted in the USA. The Audit Committee
meets with the auditors to discuss and review their
feedback. Based on this information, it determines
changes and improvements as necessary. In 2007, all
seven of the Audit Committee meetings were attended
by PricewaterhouseCoopers AG.

9 Information policy

INFICON Holding AG pursues an information policy
which is based on truthfulness, timeliness, and conti-
nuity. Matters affecting the share price are published
immediately as ad hoc announcements, in accor-
dance with the obligation to publish on the SWX Swiss
Exchange. Annual financial reports are issued for the
benefit of shareholders and potential investors in April
following the year end closing. Income statements
and balance sheets are prepared on a quarterly basis.
A 2007 half-year report was published in September
2007. Information available for investors can be found
at www.inficon.com.
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Financial Review

(U.S. Dollars in Millions)

Income Statement

Net Sales

Net sales increased by 11.7% to MUSD 236.6 in 2007
from MUSD 211.7 in 2006, with changes in currency
exchange rates representing 2.8% of the increase.
The semiconductor and vacuum coating market had
the largest increase of MUSD 10.9, representing a
15.4% increase from 2006 due to market growth, new
product sales, market share gains and acquisitions.
Sales to the refrigeration and air conditioning (RAC)
market increased by MUSD 8.6, representing a 28.7%
increase from 2006, fueled by remarkable expansion
in Asia. The general vacuum process market displayed
solid growth with a MUSD 6.4 or 6.9% increase, as
our private label and industrial application sales in-
creased. Sales to the emergency response and secu-
rity market decreased MUSD 1.1 or 6.0% from 2006,
primarily from lower sales to US government agencies
offset by continued growth outside of the U.S.

Gross Profit

Gross profit margin was nearly flat at 46.5% for 2007
versus 46.3% for 2006. Although there continues to
be customer price pressure and increases in freight
costs, the Company has maintained gross profit mar-
gin through improved absorption of manufacturing
overhead on higher sales volume, operational efficien-
cies, and favorable product sales mix.

Research and Development

Research and development costs increased to MUSD
20.3 from MUSD 18.3 in 2006, with changes in cur-
rency exchange rates representing MUSD 0.8 of the
increase. The Company has maintained our spend-
ing as a percentage of net sales at 8.6%. The slight
increase in the dollar amount reflects intensified new
product development efforts and inclusion of Maxtek,
Inc. operations since May 2007.

Selling, General and Administrative (SGA)

SGA expenses increased to MUSD 57.2 from MUSD
52.9 in 2006, with changes in currency exchange rates
representing MUSD 1.4 of the increase. SGA spending
as a percentage of net sales, excluding the impact of
changes in currency exchange rates, fell to 24.2% in
2007 from 25.0% in 2006. The increased dollar amount
is primarily due to increased sales and marketing costs
in Asia to support growth and additional expenses re-
lated to the acquisitions.

Other Expense (Income)

Other expense was MUSD 0.1 for 2007 as compared
to other (income) of MUSD 0.5 for 2006. During 2007,
the Company has foreign currency exchange losses
versus foreign currency gains in 2006. Additionally,
2006 contained payments from the sale of UCP and
Diffusion Pumps businesses in prior years.

Earnings before Interest and Taxes (EBIT)

EBIT improved to MUSD 32.5 or 13.7% of net sales
for 2007 from MUSD 27.3 or 12.9% of net sales for
2006. This is a year over year increase of 21.1% which
is a direct result of the Company’s focus on and com-
mitment to improving the Company’s profitability and
it also demonstrates the operational leverage in the
Company’s business model.

Interest Income

Interest income remained flat at MUSD 1.2 for 2007
versus MUSD 1.2 for 2006 due to a more active ap-
proach to investing, tempered by a decrease in interest
due to lower average cash balances in connection with
the share buyback, dividends and acquisitions.

Provision for Income Taxes

Provision for income taxes increased to MUSD 9.2, or
27.2% of income before income taxes for 2007 from

a provision of MUSD 6.4, or 22.4% of income before
income taxes, for 2006. This higher effective tax rate

is driven by the impact of one-time, non-cash charges
which resulted from a partial write-down of the Com-
pany’s deferred tax assets in Germany and U.S. due to
enacted tax rate reductions, offset by the recording of a
deferred tax asset in Finland which had previously been
fully reserved. Excluding these one-time events, the ef-
fective tax rate would have been consistent with 2006.



Balance Sheet and Cash Flow

Trade accounts receivable increased by MUSD 2.3
to MUSD 32.9 at December 31, 2007 as compared to
MUSD 30.6 at December 31, 2006. Days sales out-
standing decreased to 48.5 in 2007 using a 12-point
average compared to 50.8 in 2006.

Inventory increased by MUSD 6.3 to MUSD 30.3

at December 31, 2007 as compared to MUSD 24.0

at December 31, 2006. Inventory turns decreased
slightly to 4.4 in 2007 from 4.9 in 2006, using a 4-point
average of quarter-end inventory balances. This in-
cludes the inventory purchased as part of acquisitions
of MUSD 1.4.

Accrued liabilities have increased by MUSD 4.2 to
MUSD 25.2 at December 31, 2007, which includes
higher salary, bonus, and commission accruals as well
as an earn-out accrual related to acquisitions.

Cash and short term investments at December 31,
2007 totaled MUSD 39.3, a decrease of MUSD 28.4
when compared to December 31, 2006. The decrease
resulted from the cash used for the share repurchase
program of MUSD 41.9, the return of MUSD 11.6

to shareholders in the form of a dividend, acquired
companies for MUSD 8.4, and capital expenditures of
MUSD 5.7. Cash generated from operating activities
was MUSD 30.2 in 2007.
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Consolidated Balance Sheets

(U.S. Dollars in Thousands, except share and per share amounts)

December 31,

December 31,

ASSETS 2007 2006
Cash and cash equivalents 28,982 57,286
Short-term investments 10,268 10,317
Trade accounts receivable, net 32,861 30,555
Inventories, net 30,304 24,040
Deferred tax assets 6,260 5,123
Other current assets 3,781 3,082
Total current assets 112,456 130,403
Property plant and equipment, net 25,507 24,007
Deferred tax assets 25,765 31,457
Goodwill 11,035 4,227
Intangible assets, net 2,068 1,670
Other assets 4,805 2,499
Total non-current assets 69,180 63,860

Total assets 181,636 194,263

LIABILITIES AND STOCKHOLDERS’ EQUITY
Trade accounts payable 6,356 6,424
Short-term borrowings 4,269 2,853
Accrued liabilities 25,189 21,019
Income taxes payable 5,165 3,322
Deferred tax liabilities 1,116 814
Total current liabilities 42,095 34,432
Deferred tax liabilities 415 336
Other liabilities 874 3,734
Total non-current liabilities 1,289 4,070

Total liabilities 43,384 38,502
Common stock (2,376,762 in 2007 and 2,355,872
in 2006 shares issued / 2,141,175 in 2007 and 2,355,872
in 2006 shares outstanding; par value CHF 5) 5,996 6,628
Paid-in capital 72,143 97,850
Notes receivable from officers - (164)
Retained earnings 56,218 43,329
Accumulated other comprehensive income 3,895 8,118

Total stockholders’ equity 138,252 155,761

Total liabilities and stockholders’ equity 181,636 194,263

See notes to consolidated financial statements.



Consolidated Statements of Income

(U.S. Dollars in Thousands, except per share amounts)

Year ended December 31, 2007 2006
Net sales 236,557 211,694
Cost of sales 126,455 113,734
Gross profit 110,102 97,960

in % of sales 46.5% 46.3%
Research and development 20,290 18,285

in % of sales 8.6% 8.6%
Selling, general, and administrative 57,241 52,915

in % of sales 24.2% 25.0%
Operating income 32,571 26,760
Interest (income), net (1,209) (1,164)
Other expense (income), net 109 (481)
Income before income taxes 33,671 28,405
Provision for income taxes 9,155 6,356
Net income 24,516 22,049

Earnings per share:

Diluted: 10.59 9.30

Basic: 10.73 9.41

See notes to consolidated financial statements.



Consolidated Statements of Stockholders' Equity

(U.S. Dollars in Thousands, except per share amounts)

Accumulated

Additional Note other Total
Common paid-in receivable Retained  comprehensive stockholders’
stock capital from officers earnings income (loss) equity
Balance at December 31, 2005 13,142 95,299 (152) 30,890 7,944 147,123
Net income 22,049 22,049
Other comprehensive income:
Unrealized gain on foreign currency hedges,
net of income taxes USD 49 45 45
Reversal of minimum pension liability adjustment,
net of related income tax of USD 620 926 926
Adjustment to initially apply SFAS No. 158,
net of income taxes USD 2,064 (4,470) (4,470)
Foreign currency translation adjustments (12) 3,673 3,661
Total comprehensive income 22,211
Issuance of common stock from
exercise of stock options 87 1,571 1,658
Stock-based compensation 980 980
Dividends paid (CHF 5 per share) (9,610) (9,610)
Par value reduction (CHF 5 per share) (6,601) (6,601)
Balance at December 31, 2006 6,628 97,850 (164) 43,329 8,118 155,761
Net income 24,516 24,516
Other comprehensive income:
Unrealized loss on foreign currency hedges,
net of income taxes USD 30 (77) (77)
Changes in defined benefit plans,
net of income taxes USD 825 1,834 1,834
Foreign currency translation adjustments (5,980) (5,980)
Total comprehensive income 20,293
Repayment of note receivable from officers 164 164
Issuance of common stock from
exercise of stock options 59 1,775 1,834
Stock-based compensation 1,083 1,083
Share repurchase (691) (27,002) (27,693)
Dividends paid (CHF 6 per share) (11,627) (11,627)
Adjustments to deferred taxes related
to pre-IPO reorganization (1,563) (1,563)
Balance at December 31, 2007 5,996 72,143 - 56,218 3,895 138,252

See notes to consolidated financial statements.
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Consolidated Statements of Cash Flows

(U.S. Dollars in Thousands)

Year ended December 31, 2007 2006

Cash flows from operating activities:
Net income 24,516 22,049

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation 5,714 5,039
Amortization 473 376
Deferred taxes 3,240 2,336
Stock-based compensation 1,083 980

Changes in operating assets and liabilities,
excluding effects from acquisition:

Trade accounts receivable (373) (2,684)
Inventories (3,653) (3,351)
Other assets (1,849) (132)
Trade accounts payable (760) (252)
Accrued liabilities 1,077 3,783
Income taxes payable 1,527 2,400
Other liabilities (837) (9,509)
Net cash provided by operating activities 30,158 21,035

Cash flows from investing activities:

Purchases of property, plant and equipment (5,705) (7,001)
Acquisitions of business, net of cash acquired (8,383) (5,923)
Change in short term investments 49 (6,356)
Net cash used in investing activities (14,039) (19,280)

Cash flows from financing activities:

Repayment of note receivable from officers 164 -
Cash dividend paid (11,627) (9,610)
Cash par value reduction paid — 9,512)
Cash used for share repurchase (41,948) -
Increase in short-term borrowings 1,416 92
Proceeds from exercise of stock options 1,833 1,658
Net cash used in financing activities (50,162) (17,372)
Effect of exchange rate changes on cash and cash equivalents 5,739 4,188
Decrease in cash and cash equivalents (28,304) (11,429)
Cash and cash equivalents at beginning of period 57,286 68,715
Cash and cash equivalents at end of period 28,982 57,286

See notes to consolidated financial statements.
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(U.S. Dollars in Thousands, except share and per share amounts)

1. Description of Business

INFICON Holding AG (INFICON or the “Company”) is
domiciled in Bad Ragaz, Switzerland, as a corpora-
tion (Aktiengesellschaft) organized under the laws of
Switzerland. INFICON'’s stock is traded on the SWX in
Switzerland.

INFICON is a leading provider of innovative instru-
mentation, critical sensor technologies, and advanced
process control software that enhance the productiv-
ity and quality of sophisticated vacuum processes in
highly specialized markets. These analysis, measure-
ment and control products are essential for gas leak
detection in air conditioning/refrigeration/automotive
manufacturing. They are vital to original equipment
manufacturers (OEMs) and end-users in the complex
fabrication of semiconductors and thin film coatings
for flat panel displays, solar cells, magnetic and opti-
cal storage media, scientific and consumer optics,
and architectural glass coatings. Other industrial users
of our vacuum technology include the life sciences,
research, aerospace, food packaging, heat treating,
sterilization, and laser cutting. We also leverage our
expertise in vacuum technology to provide unique,
toxic chemical analysis products for emergency re-
sponse, security, and environmental monitoring.

INFICON has manufacturing facilities in the United
States, Europe and China and operations in the
United States, Liechtenstein, Switzerland, Germany,
Finland, Japan, United Kingdom, France, Korea, Sin-
gapore, Taiwan, China, and Hong Kong. INFICON is
subject to risks common to companies in its industries
including, but not limited to, the highly cyclical nature
of the semiconductor industry leading to recurring
periods of oversupply, development by INFICON or its
competitors of technological innovations, dependence
on key personnel and the protection of proprietary
technology.

2. Summary of Significant
Accounting Policies

Consolidation

The consolidated financial statements include the
accounts of the Company and its wholly-owned sub-
sidiaries. All significant inter-company accounts and
transactions have been eliminated in consolidation.

Notes to Consolidated Financial Statements

Significant Accounting Policies and Estimates

The preparation of financial statements in conformity
with generally accepted accounting principles in

the United States of America requires management
to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclo-
sure of contingent assets and liabilities at the dates of
the financial statements and the reported amounts of
revenues and expenses during the reporting periods.
Management bases its estimates and judgments on
historical experience and on various other factors be-
lieved to be reasonable under the circumstances that
form the basis for making judgments about the carry-
ing values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ
from these estimates under different assumptions or
conditions.

Cash and Cash Equivalents and Short-Term
Investments

The Company considers all highly-liquid investments
with an original maturity of three months or less on
their acquisition date to be cash equivalents. The
Company classifies investments with an original matu-
rity of more than three months on their acquisition date
as short-term investments. Short-term investments
consist of certificates of deposit, time deposits, or
money market mutual funds.

Trade Accounts Receivable

Trade accounts receivable are shown net of allow-
ances for doubtful accounts of USD 565 and USD 723
at December 31, 2007 and 2006, respectively. The
Company markets its products to a diverse customer
base globally. Trade credit is extended based upon
evaluation of each customer’s ability to perform its
obligations, these evaluations are updated periodi-
cally and the Company may require deposits on large
orders but does not require collateral to support
customer receivables. If the financial condition of our
customers were to deteriorate, resulting in an impair-
ment of their ability to make payments, additional al-
lowances may be required.

Concentration Risk
The following table represents specific customer sales
as a percentage of total Company sales:

2007 2006
Customer A 15% 16%
Customer B 12% 13%



Inventories

Inventories are stated at the lower of cost or market.
Cost is determined on the first-in, first-out method.
The reserve for estimated obsolescence or unmarket-
able inventory is equal to the difference between the
cost of inventory and the estimated fair value based
upon assumptions about future demand and market
conditions. If actual future demand or market condi-
tions are less favorable than those projected by man-
agement, additional inventory write-downs may be
required. The reserve for excess and obsolete inven-
tories was USD 4,641 and USD 4,556 as of December
31, 2007 and 2006, respectively.

Income Taxes

Income taxes are accounted for under the asset and
liability method. Under this method, deferred tax as-
sets and liabilities are recognized for the estimated
future tax consequences attributable to differences
between the financial statement carrying amounts

of existing assets and liabilities and their respective
tax bases, and operating loss and tax credit carry-
forwards. Deferred tax assets and liabilities are mea-
sured using enacted tax rates in effect for the year in
which those temporary differences are expected to
be recovered or settled. The effect on deferred tax
assets and liabilities of a change in tax rates is recog-
nized in the Consolidated Statements of Income in the
period that includes the enactment date. A valuation
allowance is recorded to reduce the carrying amounts
of deferred tax assets if it is more likely than not such
assets will not be realized.

Effective January 1, 2007, the company adopted the
Financial Accounting Standards Board (“FASB”) in-
terpretation No. 48, “Accounting for Uncertainty in In-
come Taxes - an interpretation of FASB statement No.
109,” (“FIN 48”). FIN 48 prescribes a comprehensive
model for how a company should measure, recognize,
present and disclose in its financial statements uncer-
tain tax positions that the company has taken or ex-
pects to take on a tax return. Under FIN 48, the Com-
pany may recognize the tax benefit from an uncertain
tax position only if it is more likely than not that the
tax position will be sustained on examination by the
taxing authorities, based on the technical merits of the
position. The tax benefits recognized in the financial
statements from such a position should be measured
based on the largest benefit that has a greater than
50% likelihood of being realized upon ultimate settle-
ment. If applicable, the Company will accrue interest
and/or penalties for any uncertain tax positions as a
component of income tax expense. Refer to Income
Taxes footnote for details on the adoption of FIN 48
during 2007.

Property, Plant, and Equipment

Property, plant, and equipment are stated at cost.
Expenditures for major renewals and betterments that
extend the useful lives of property, plant and equip-
ment are capitalized. Expenditures for maintenance
and repairs are charged to expense as incurred. When
assets are sold or otherwise disposed of, the cost and
related accumulated depreciation are eliminated from
the accounts and any resulting gain or loss is rec-
ognized in earnings. Depreciation is provided on the
straight-line method over the estimated useful lives of
20 years for buildings and 3 to 10 years for machinery
and equipment.

Goodwill and Intangible Assets

The Company reviews goodwill and intangible assets
for impairment whenever events or changes in circum-
stances indicate that the carrying amount of these as-
sets may not be recoverable, and also reviews good-
will annually. Goodwill and intangible assets deemed
to have indefinite lives are not subject to amortization,
while all other identifiable intangibles are amortized
over their estimated useful life. Intangible assets, such
as purchased technology, customer relationships,
contract backlog and non-competition/non-solicita-
tion agreements, are generally recorded in connection
with the acquisition of a business. The value assigned
to intangible assets is generally determined by or with
assistance of an independent valuation firm based

on estimates and judgments regarding expectations
for the success and life cycle of customers, products
and technology acquired. If actual results differ sig-
nificantly from the estimates, or other indications are
present, the Company may be required to record an
impairment charge to write down the asset to its re-
alizable value. In addition, goodwill is tested annually
using a two-step process. The first step is to identify
any potential impairment by comparing the carrying
value of the reporting unit to its fair value. If a potential
impairment is identified, the second step is to com-
pare the implied fair value of goodwill with its carrying
amount to measure the impairment loss. A severe de-
cline in fair value could result in an impairment charge
to goodwill, which could have a material adverse ef-
fect on the Company’s business, financial condition
and results of operations. The Company performs its
annual impairment analysis during the third quarter.

Pension Benefits

The pension benefit costs and credits are developed
from actuarial valuations. Inherent in these valuations
are key assumptions including discount rates and ex-
pected return on plan assets. The Company considers
current market conditions, including changes in inter-
est rates, in selecting these assumptions. Changes in
the related pension benefit costs or credits may occur
in the future in addition to changes resulting from fluc-
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tuations in the Company’s related headcount due to
changes in the assumptions.

Revenue Recognition

Revenue is recognized upon the transfer of title and
risk of loss which is generally upon shipment. In
some instances, the Company provides training and
maintenance to customers after the product has
been shipped. The Company allocates the revenue
between the multiple elements based upon fair value
and defers the revenue related to the undelivered ele-
ments until the training and maintenance is complete.
Fair value is the price charged when the element is
sold separately. When a customer’s acceptance is re-
quired, revenue is not recognized until the customer’s
acceptance is received. The Company accrues for an-
ticipated returns and warranty costs upon shipment.

Research and Development
Research and development costs are expensed as
incurred.

Shipping and Handling Costs

Revenue and costs associated with shipping products
to customers are included in sales and cost of sales,
respectively.

Warranties

The accrual for the estimated cost of product warran-
ties is provided for at the time revenue is recognized.
While the Company engages in extensive product
quality programs and processes, including actively
monitoring and evaluating the quality of its compo-
nent suppliers, the Company warranty obligation is
affected by product failure rates, material usage, and
service delivery costs incurred in correcting a product
failure. Should actual product failure rates, material
usage or service delivery costs differ from the Com-
pany’s estimates, revisions to the estimated warranty
liability may be required.

Advertising Costs
Advertising costs of USD 446 in 2007 and USD 488 in
2006 are expensed as incurred.

Stock-Based Compensation

The Company adopted Statement of Financial Ac-
counting Standards (“SFAS”) No. 123(R), Share-
Based Payment, on January 1, 2006 using the modi-
fied prospective method. Under this method, awards
that are granted, modified, or settled after December
31, 2005, are measured and accounted for in accor-
dance with SFAS No. 123(R). Also under this method,
expense is recognized for unvested awards that were
granted prior to January 1, 2006, based upon the fair
value determined at the grant date under SFAS 123,
Accounting for Stock-Based Compensation. Stock

based compensation expense is recognized ratably
over the requisite service period for all awards. See
Stock Option Plans Footnote for further information.

Foreign Currency Translation

The functional currency of the Company’s foreign
subsidiaries is the applicable local currency. For
those subsidiaries, assets and liabilities are translated
to U.S. Dollars at year-end exchange rates. Income
and expense accounts are translated at the average
monthly exchange rates in effect during the year. The
effects of foreign currency translation adjustments
are included in accumulated other comprehensive
income (loss) as a component of stockholders’ equity.
Gains and losses from foreign currency transactions
are reported in the statement of income under other
expense (income), net.

The following foreign exchange rates versus the U.S.
Dollar have been applied when translating the finan-
cial statements of the Company’s major subsidiaries:

Period-end rates Average rates
Currency 2007 2006 2007 2006
Swiss francs 0.8884 0.8205 0.8342 0.7986
Euro 1.4729 1.3203 1.3707 1.2562
Japanese yen 0.0089 0.0084 0.0085 0.0086
Hong kong dollar 0.1282 0.1286 0.1282 0.1287
Korean won 0.0011 0.0011 0.0011 0.0011

Impairment of Long-lived Assets

In accordance with SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets”, long-
lived assets to be held and used by an entity are to be
reviewed for impairment whenever events or changes
in circumstances indicate the carrying amount of an
asset may not be recoverable. If the sum of the ex-
pected future undiscounted cash flows is less than
the carrying amount of the asset, an impairment loss
is recognized by reducing the recorded value to fair
value.

Software Cost

The Company capitalizes internal-use software de-
velopment costs in accordance with the provisions
of SOP 98-1, “Accounting for Costs of Computer
Software Developed or Obtained for Internal Use.”
The capitalized cost is amortized beginning when it
is placed into service on a straight-line basis over its
estimated life.

Reclassification

Certain reclassifications have been made to prior
years’ financial statements to conform to the current
year presentation.



Recent Accounting Pronouncements

In February 2007, the FASB issued Statement of
Financial Accounting Standards No. 159, “The Fair
Value Option for Financial Assets and Financial Liabili-
ties — Including an Amendment of FASB Statement
No. 115,” which is effective for fiscal years beginning
after November 15, 2007. This statement permits an
entity to choose to measure many financial instru-
ments and certain other items at fair value on speci-
fied election dates. Subsequent unrealized gains and
losses on items for which the fair value option has
been elected will be reported in earnings. The Com-
pany is currently evaluating the potential impact of this
statement.

In September 2006, the FASB issued Statement of
Financial Accounting Standards No. 157, “Fair Value
Measurements” (SFAS 157) which is effective for fis-
cal years beginning after November 15, 2007 and for
interim periods within those years. This statement
defines fair value, establishes a framework for mea-
suring fair value and expands the related disclosure
requirements. Since its initial issuance, the FASB has
received considerable input regarding the implications
of the standard on the valuation of non-financial as-
sets and liabilities. The Company is currently evaluat-
ing its potential impact to the financial statements and
results of operations.

In December 2007, the FASB issued SFAS No. 141 (re-
vised 2007), “Business Combinations” (“FAS 141(R)”),
and SFAS No. 160, “Noncontrolling Interests in Con-
solidated Financial Statements — an amendment of
ARB No. 51”7 (“FAS 1607).

FAS 141(R) significantly changes the accounting for
business combinations. Under FAS 141(R), an acquir-
ing entity will be required to recognize all the assets
acquired and liabilities assumed in a transaction at the
acquisition-date at fair value with limited exceptions.
FAS 141(R) further changes the accounting treatment
for certain specific items, including: acquisition costs
will be generally expensed as incurred; acquired con-
tingent liabilities will be recorded at fair value at the
acquisition date and subsequently measured at either
the higher of such amount or the amount determined
under existing guidance for non-acquired contingen-
cies; in-process research and development (IPRD) will
be recorded at fair value as an indefinite-lived intan-
gible asset at the acquisition date; restructuring costs
associated with a business combination will be gen-
erally expensed subsequent to the acquisition date;
changes in deferred tax asset valuation allowances
and income tax uncertainties after the acquisition date
generally will affect income tax expense. FAS 141(R)
also includes a substantial number of new disclosure
requirements. FAS 141(R) applies prospectively to the

Company’s business combinations for which the ac-
quisition date is on or after January 1, 2009.

FAS 160 establishes new accounting and reporting
standards for the noncontrolling interest in a sub-
sidiary and for the deconsolidation of a subsidiary.
Specifically, this statement requires the recognition
of noncontrolling interests (minority interests) as
equity in the consolidated financial statements and
separate from the parent’s equity. The amount of net
income attributable to noncontrolling interests will

be included in consolidated net income on the face
of the income statement. FAS 160 is effective for the
Company’s fiscal year, and interim periods within such
year, beginning January 1, 2009. At the current time
the Company does not believe there will be an impact
on the financial statements from the adoption of this
pronouncement.

3. Share Repurchase

During 2007, the Company commenced a stock buy-
back program on a special second trading line on the
SWX Swiss Exchange, with approval to repurchase up
to a maximum of CHF 40 million and not exceeding
10% of the registered share capital. Subsequently, on
September 20, 2007 the Company announced that its
Board of Directors extended the current share repur-
chase program to reach 10% of the registered share
capital as planned but eliminated the prior maximum
amount. The share repurchase program began on
May 3, 2007 and ended on December 13, 2007, with
235,587 shares having been repurchased at an aver-
age price 199.89 CHF, which equates to 10.0% of the
registered share capital prior to the program’s incep-
tion. INFICON thus holds 10.0% of the voting rights in
the company pursuant to Article 20 of the Swiss Stock
Exchange Act as at December 13, 2007. The Com-
pany’s Board of Directors has proposed a cancellation
of all repurchased shares and a corresponding capital
reduction for a vote at this year’s Annual General
Meeting of Shareholders on April 24, 2008. The shares
repurchased have been recorded as a reduction in
common stock and additional paid in capital at the
average foreign currency rate in effect at the time

the shares were originally issued. At December 31,
2007, this results in a foreign currency rate difference
of USD 14,255, which is recorded within the foreign
currency translation adjustment. Additionally, direct
costs incurred to re-acquire these shares have been
included as a reduction of additional paid in capital.

39
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4. Acquisitions

Maxtek

On May 31, 2007, the Company acquired the assets of
Maxtek Inc. (Maxtek), a developer and manufacturer
of thin film deposition measurement and Quartz Crys-
tal Microbalance (QCM) measurement instruments
and accessories. The acquisition further strengthens
the Company’s leading position for measurement and
control products in the optical coating market. The re-
sults of Maxtek’s operations have been included in the
consolidated financial statements since that date.

The purchase price was USD 5,000, less assumed
liabilities and expenses, paid in cash at closing. In
addition, there is an earn-out of USD 667 to be paid
over the course of two years from the date of closing
based upon the achievement of certain milestones
and up to USD 1,334 to be paid upon the achievement
of certain sales targets within 12 months following the
consummation of the acquisition.

At December 31, 2007, the Company has recorded
an accrual and increased goodwill for the amount of
the accrual for the portion of the earn-out which is
reasonably possible and estimable totaling USD 667.
Additionally, upon consummation of the acquisition
the Company had a plan and notified employees of
their intention to consolidate the operations of Max-
tek, into INFICON and close the manufacturing facility
in California. As a result, the Company recorded an
accrual and increased goodwill for the amount of the
accrual for the estimate of termination benefits total-
ing approximately USD 285, to be paid upon closing
of manufacturing. The Company expects that the
goodwill and intangible assets will be amortized over
a fifteen year period for tax purposes.

The following table summarizes the estimated fair val-
ues of the assets acquired and liabilities assumed at
the date of acquisition:

As of May 31, 2007
Inventory 1,073
Equipment 36
Goodwill 3,362
Intangible assets 900

Assets acquired 5,371

Accrued liabilities assumed (340)

Net assets acquired 5,031

The following table summarizes the acquired intan-
gible assets and their respective weighted-average

useful lives.
Weighted-average

Value Life (years)
Backlog 60 0.8
Non-competition agreements 30 3.6
Customer relationships 610 6.0
Technology 200 10.0
Identified assets 900

SIGMA Instruments

On December 10, 2007, the Company acquired the
stock of Sigma Instruments Inc. (Sigma), a leading
manufacturer of instrumentation for the measurement
and control of thin film processes. The acquisition
further expands the Company’s position in the thin
film controller market. It also increases opportunities
for the Company in the emerging solar manufacturing
market. The results of Sigma’s operations have been
included in the consolidated financial statements
since that date.

The purchase price was USD 2,600, less cash ac-
quired at closing. Additionally, there is an earn-out of
USD 400 to be paid based on sales growth of certain
products over a two year period.

The following table summarizes the estimated fair val-
ues of the assets acquired and liabilities assumed at
the date of acquisition:

As of December 10, 2007
Accounts receivable 527
Inventory 275
Equipment 39
Goodwill and intangible assets 2,078

Assets acquired 2,919

Accrued liabilities assumed (331)

Net assets acquired 2,588

Due to the consummation of the acquisition near the
end of the year, the allocation of purchase price is in
process and will be finalized in the first half of 2008.
The Company expects the intangible assets to include
customer relationships, technology, and contract
backlog.

Electro Dynamics Crystal Corp.

On February 28, 2006, INFICON acquired the assets
of Electro Dynamics Crystal Corporation (EDC), a pre-
mier manufacturer of quartz-based products. The ac-
quisition provides INFICON a competitive advantage
through vertical supply chain integration and improves
the Company’s position in the optical coating and
display markets. The results of EDC’s operations have
been included in the consolidated financial state-
ments since that date.



The purchase price was USD 6,000, less assumed li-
abilities paid in cash at closing. Additionally, there is
an earn-out to be paid for calendar years 2006, 2007
and 2008, if certain profitability goals are achieved.
This earn-out is targeted to pay USD 667 annually;
however actual pay-outs may vary each calendar year
and will not be known or estimable until each of the
respective calendar years is nearly complete. At De-
cember 31, 2007 the Company had paid USD 763 for
the 2006 earn-out and had accrued USD 625 for the
2007 earn-out to be paid in 2008. The earn-outs paid
and accrued have been recorded as an increase to
goodwill. The Company expects that the goodwill and
intangible assets will be amortized over a fifteen year
period for tax purposes.

The following table summarizes the estimated fair val-
ues of the assets acquired and liabilities assumed at
the date of acquisition:

As of March 1, 2006
Inventory 841
Equipment 678
Goodwill assets 3,527
Intangible assets 1,183

Assets acquired 6,229

Accrued liabilities assumed (306)

Net assets acquired 5,923

The following table summarizes the acquired intan-
gible assets and their respective weighted-average

useful lives.
Weighted-average

Value Life (years)
Unpatented technology/
Trade secret 650 5.0
Customer relationships 425 6.0
Contract backlog 3 0.7
Non-competition &
non-solicitation 105 4.0
Intangible assets 1,183

The results of these acquisitions were included in the
Company’s consolidated operations beginning on

the date of acquisition. The pro forma consolidated
statements reflecting the operating results as if the
acquisitions occurred at the beginning of the periods
presented, would not differ materially from the operat-
ing results of the Company as reported for the twelve
months ended December 31, 2007 and 2006, respec-
tively.

5. Inventories

Inventories consist of the following at December 31:

2007 2006
Raw material 22,437 18,214
Work-in-process 2,438 1,740
Finished goods 5,429 4,086
Balance at December 31 30,304 24,040

6. Property, Plant, and Equipment

The components of property, plant, and equipment
consist of the following at December 31:

2007 2006

Land 700 700
Buildings and improvements 31,763 18,445
Machinery and equipment 32,533 36,304
64,996 55,449

Less: accumulated depreciation (39,489) (31,442)
Balance at December 31 25,507 24,007

7. Intangible Assets

The costs of identified intangible assets, includ-

ing completed technology, trade secrets, customer
relationships, and non-competition/non-solicitation
agreements are amortized on a straight-line basis over
four to ten years. Accumulated amortization at De-
cember 31, 2007 and 2006 was USD 1,253 and USD
768, respectively. Amortization expense for the next
five years will approximate USD 650 per year.

The balance of identifiable intangible assets was as

follows:

December 31, 2007 December 31, 2006

Gross
carrying Accumulated
amount amortization

Gross
carrying Accumulated
amount  amortization

Technology 2,080 (865) 1,905 (600)
Customer relationships 1,035 (190) 425 (60)
Other 206 (198) 108 (108)

3,321 (1,253) 2,438 (768)

8. Goodwill

The activity of goodwill was as follows:

Year ended December 31, 2007 2006
Balance, beginning of year 4,227 0
Goodwill acquired during the year,

including increases for contigent

consideration 6,808 4,227
Balance, end of year 11,035 4,227

4
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2007 goodwill acquired will change in 2008 upon
completion of the allocation of purchase for the Sigma
acquisition which was consummated late in 2007 and
for which the allocation of purchase price has not
been finalized.

9. Accrued Liabilities

The components of accrued liabilities are as follows at
December 31:

2007 2006
Salaries, wages and related costs 16,972 14,012
Warranty 2,879 2,855
Deferred revenue 226 617
Other 5,112 3,535
Balance at December 31 25,189 21,019

10. Warranty

The activity of the warranty reserve was as follows:

2007 2006
Balance at beginning of year 2,855 2,395
Add: warranty provision 2,232 2,643
Deduct: claims against reserve 2,208 2,183
Balance at December 31 2,879 2,855

11. Borrowing Facilities

The Company has a USD 10,000 line of credit with
Credit Suisse, which can be in the form of overdraft
facility, fixed advances, margin coverage for foreign
exchange forward transactions and/or issuance of
bank guarantees. The agreement can be terminated
with a 30 day notice by either party. The Company
had no outstanding amounts under the arrangement
as of December 31, 2007.

Additionally, the Company has various facilities at
its operating companies which can be in the form of
overdraft facilities, fixed advances, short-term loans
and/or margin coverage arrangement for foreign ex-
change forward transactions.

The following is a summary of these facilities and out-
standing balances at December 31, 2007:

Outstanding at

Total December 31,
available Interest 2007
(USD) rate Expiration (USD)
A 2,230 Variable  Upon notice 1,460
B 445 Variable  Upon notice 445
C 10,000 Variable  Upon notice 1,784
D 440 Variable  Upon notice -0-
E 2,200 7.50% Upon notice -0-
F 440 Variable  Upon notice -0-
G 1,025 Variable  June 2009 580
16,780 4,269

12. Financial Instruments and
Risk Management

The carrying amount of all financial instruments re-
ported balances in the balance sheet approximates fair
value.

The Company maintains a foreign currency exchange
risk management strategy that uses derivative instru-
ments, in the form of forward exchange contracts and
swaps, to hedge against future movements in foreign
exchange rates that affect certain foreign currency
denominated sales and related purchase transactions,
caused by currency exchange rate volatility. These
contracts are designated as cash flow hedges and
generally have durations of less than one year. The
Company attempts to match the forward contracts
with the underlying items being hedged in terms of cur-
rency, amount and maturity. The primary currencies in
which the Company has exposure are the Japanese
Yen, Swiss Franc, Euro, and U.S. Dollar. This exposure
arises in certain locations from intercompany pur-
chases and sales of inventory in foreign currency for
resale in local currency, in addition to intercompany
billings relating to research and development and man-
agement services. The Company’s accounting policy,
for derivative financial instruments, is based on its des-
ignation of such instruments as hedging transactions.
An instrument is designated as a hedge based in part
on its effectiveness in risk reduction and one-to-one
matching of derivative instruments to underlying trans-
actions. The Company records all derivatives on the
balance sheet at fair value. For derivative instruments
that are designated and qualify as cash flow hedges,
the effective portion of the gain or loss on the derivative
instrument is reported as a component of accumulated
other comprehensive income and reclassified into
earnings in the same period or periods during which
the hedged transaction affects earnings. The gain or
loss (ineffectiveness) on the derivative instrument in
excess of the hedged item, if any, is recognized in cur-
rent earnings during the period in which it occurs. The
Company’s unrealized net gains/losses under foreign
currency contracts at December 31, 2007 and 2006,
are included in accumulated other comprehensive in-
come, net of taxes. These unrealized net gains/losses
are expected to be recognized into earnings over the
next twelve months.

The Company had gains (losses) from all foreign cur-
rency transactions and foreign exchange contracts of
USD (121) and USD 305 for the years 2007 and 2006,
respectively, which are recorded in other expense
(income), net.

2007 2006
Aggregate value of contracts
for sale of U.S.Dollars 4,802 5,017
Aggregate value of contracts
for exchange of all other currencies 1,394 6,852



13. Commitments and
Contingencies

A summary of contractual commitments and contin-
gencies as of December 31, 2007 is as follows:

Operating Purchase

leases obligations Total
2008 4,820 3,454 8,274
2009 4,566 1,617 6,183
2010 4,398 105 4,503
2011 4,290 4,290
2012 4,127 4,127
Thereafter 4,351 4,351
Total 26,552 5,176 31,728

The Company leases some of its facilities and ma-
chinery and equipment under operating leases, expir-
ing in the years 2008 through 2015. Operating leases
are used when the expected need for an asset is less
than its useful economic life, or there is a need to
maintain operating flexibility due to technological and/
or market risk. Generally, the facility leases require
the Company to pay maintenance, insurance and real
estate taxes. Rental expense under operating leases
totaled USD 4,826 and USD 4,650 for the years ended
December 31, 2007 and 2006, respectively.

Purchase obligations include amounts committed un-
der legally enforceable contracts or purchase orders
for goods or services with defined terms as to price,
quantity, delivery and termination liability.

14.Supplemental Cash Flow
Information

Cash payments for the years ended December 31:

2007 2006
Income taxes, net 3,339 1,833
Interest 681 379

Non-cash investing activities for the years ended
December 31:

2007 2006
Adjustment for SFAS 158 1,856 (4,470)
Acquisition earn-out accrued (1,292) (700)

15.Income Taxes

For financial reporting purposes, income before in-
come taxes included the following:

2007 2006

United States 7,074 5,668
Non-U.S. 26,597 22,738
Income before income taxes 33,671 28,405

Provision (benefit) for income taxes
included the following:

2007 2006
Current:

State (115) —
Non-U.S. 5,207 3,355
5,092 3,355

Deferred:
Federal 3,314 2,154
Non-U.S. 749 847
4,063 3,001
Provision for income taxes 9,155 6,356

The differences between the United States federal
statutory income tax rate and the Company’s effective
tax rate were as follows:

2007 2006
U.S. federal statutory rate 34.0% 34.0%
Effect of non-U.S. subsidiaries
with different tax rates (8.3%) (10.1%)
Change in valuation allowance (2.6%) (2.3%)
State taxes, net of federal benefit 0.4% 1.1%
Tax rate changes on deferred taxes 6.4% 0.0%
Effect of permanent differences & other (2.7%) (0.3%)
Effective tax rate 27.2% 22.4%

Deferred tax assets and (liabilities) were comprised of
the following:

2007 2006
Accrued liabilities 2,206 2,803
Loss carryforwards and tax credits 11,561 12,214
Basis differences/intangible assets 18,744 21,526
Inventory (646) (23)
Deferred revenue and other 571 205
Valuation allowances (1,011) (1,396)
Property, plant, and equipment (922) (228)
Accounts receivable and other 9) 329
Net deferred tax asset 30,494 35,430
Presented as:
Current deferred tax asset 6,260 5,123
Long-term deferred tax asset 25,765 31,457
Current deferred tax liability (1,116) (814)
Long-term deferred tax liability (415) (336)
30,494 35,430

During the year ended December 31, 2000, Unaxis
Holding AG transferred the assets and liabilities of
various INFICON subsidiaries to newly created legal
entities that are wholly-owned by INFICON Hold-

ing AG. For income tax purposes, the asset transfer
was considered a taxable transaction creating a new
income tax basis of the assets and liabilities trans-
ferred. The transaction resulted in a basis difference
of approximately USD 84,000 which will be deduct-
ible for tax purposes over various periods, no longer
than 15 years. As a result, a deferred tax asset of USD
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35,822 related to the basis difference was recorded
with a corresponding credit in stockholders’ equity. In
conjunction with the business transfers and taxable
transaction described above, it was agreed that Un-
axis would be responsible for the payment of taxes for
the period up to the date of transfer. The tax liability
for the period through the transfer date was estimated
and recorded as part of the equity reclassification
upon reorganization of the Company.

As of December 31, 2007, the Company has net de-
ferred tax assets of USD 30,494 reflecting tax credit
and loss carryforwards, basis differences primarily
from intangible assets, and other deductions available
to reduce taxable income in future years. A majority
of the net deferred tax assets balance resides in the
United States. At December 31, 2007, the Company
has U.S. federal net operating loss carryforwards of
approximately USD 33,000, which are available to off-
set future taxable income, if any, which expire at vari-
ous dates through 2026. In assessing the realization
of the Company’s deferred tax assets, the Company
considers whether it is more likely than not the de-
ferred tax assets will be realized. The Company evalu-
ates the recoverability of its deferred tax assets based
upon historical results and forecasted results over
future years, considering tax planning strategies, and
matches this forecast against the basis differences,
deductions available in future years and the limita-
tions allowed for net operating loss carryforwards to
ensure there is adequate support for the realization of
the deferred tax assets. While the Company has con-
sidered future operating results, in conjunction with
ongoing prudent and feasible tax planning strategies
in assessing the need for the valuation allowance, in
the event the Company will determine that the Com-
pany will not be able to realize all or part of our net
deferred tax assets in the future, an adjustment to the
deferred tax assets would be charged as a reduction
to income in the period such determination was made.
Likewise, should the Company determine that it will
not be able to realize future deferred tax assets in
excess of its net recorded amount, an adjustment to
the deferred tax assets would increase income in the
period such determination was made. Although real-
ization is not assured, the Company believes it is more
likely than not that the net deferred tax asset balance
as of December 31, 2007 will be realized. In addition,
the Company has recorded a valuation allowance of
approximately USD 1,011, which represents the tax
benefit for net operating losses and other timing dif-
ferences incurred outside of the United States for
which the Company is uncertain as to the amount, if
any, of future tax benefits to be received for the future
utilization of such assets.

Undistributed earnings of INFICON’s subsidiaries are
permanently reinvested. Distribution of earnings to the
Company would generally be exempt from taxation in
Switzerland in accordance with their participation ex-
emption. The participation exemption, in most cases,
exempts income such as dividends, interest, and cap-
ital gains from taxation in Switzerland if such income
is derived from qualifying investments in subsidiaries.
Upon distribution of those earnings in the form of
dividends, withholding taxes ranging from 5% to 20%
would be payable upon the remittance of all previous
unremitted earnings.

Effective January 1, 2007, the Company adopted the
provisions of FIN 48 which resulted in no adjustment
to the Company’s Balance Sheet or Statement of In-
come. The total amount of unrecognized tax benefits
as of the date of adoption and at December 31, 2007
was USD 1,500, and if this amount was recognized in
the future, the full amount would increase Sharehold-
ers’ Equity. The Company has not accrued interest or
penalties as it relates to this position. The USD 1,500
is included as a reduction of long term deferred tax
asset and relates to an uncertain tax position in the
United States. The Company believes it is reasonably
possible that the amount of unrecognized tax ben-
efits would not significantly change in the next twelve
months as a result of tax authority audits.

INFICON and its subsidiaries are subject to U.S. fed-
eral income tax as well as the income tax of multiple
state and foreign jurisdictions. The following tax years,
in the major tax jurisdictions noted, are open for as-
sessment or refund: Switzerland: 2006 and 2007, U.S.
Federal: 2000 to 2007, Liechtenstein: 2007, Germany:
2004 to 2007, Korea: 2003 to 2007, Japan: 2003 to
2007, and Taiwan: 2003 to 2007.

16. Employee Benefit Plans

Certain INFICON employees (primarily United States,
Liechtenstein, and Germany) participate in con-
tributory and noncontributory defined benefit plans.
Benefits under the defined benefit plans are gener-
ally based on years of service and average pay. The
Company funds the pension plans in accordance with
the requirements of the Employee Retirement Income
Security Act of 1974, as amended, and the Internal
Revenue Code in the United States and in accordance
with local regulations in the specified countries.

In September 2006, the Financial Accounting Stan-
dards Board issued SFAS No. 158, “Employers’ Ac-
counting for Defined Benefit Pension and Other Post-
retirement Plans,” which is an amendment of FASB
Statements No. 87, 88, 106, and 132(R). This Statement



requires an employer to recognize the overfunded or
underfunded status of a defined benefit postretirement
plan as an asset or liability in its statement of financial
position and to recognize changes in that funded status
in the year in which the changes occur through com-
prehensive income of a business entity. This Statement
also requires the employer to measure the funded sta-
tus of a plan as of the date of its year-end statement of
financial position. The Company adopted SFAS No. 158
in the fiscal year end December 31, 2006.

The following tables show reconciliations of defined
benefit pension plans as of December 31:

2007 2006

Change in benefit obligation

Benefit obligation, January 1 62,400 57,742

Service cost 2,244 2,156

Interest cost 2,430 2,280

Actuarial losses (gains) (4,897) (2,121)

Benefits paid (5,805) (2,007)

Participant contributions 897 847

Plan amendments 107 496

Foreign currency translation

adjustments 2,517 3,007
Benefit obligation, December 31 59,893 62,400
Change in plan assets

Fair value of plan assets, January 1 60,612 46,841

Actual return on plan assets 913 2,584

Company contributions 4,548 12,863

Participants’ contributions 897 869

Benefits and expenses paid (5,698) (1,969)

Foreign currency translation

adjustments 2,167 (576)
Fair value of plan assets, December 31 63,439 60,612
Asset 4,667 2,998
Current liabilities - -
Non-current liabilities (1,121) (4,786)
Net funded status 3,546 (1,788)
Range of assumptions (in %)

Discount rate 2.8-6.3 2.8-6.0

Expected return on plan assets 2.8-8.0 4.0-8.0

Rate of compensation increase 2.0-5.0 2.5-45

The pre-tax amounts recognized in accumulated other
comprehensive income consist of:

Net actuarial gains 3,550 6,290
Prior service cost 305 222
Net initial obligation 20 22
Total (before tax effects) 3,875 6,534

The accumulated benefit obligation for all defined
benefit pension plans was USD 53,344 and USD
55,945 at December 31, 2007 and 2006, respectively.

Information for pension plans with a projected benefit
obligation in excess of plan assets is:

2007 2006
Aggregate projected benefit obligation 43,578 46,646
Aggregate accumulated benefit obligation 41,383 45,486
Aggregate fair value of plan assets 42,456 42,002
The following table summarizes the components
recognized in net periodic benefit cost and other
comprehensive income for the periods ended
December 31:

2007 2006
Service cost 2,244 2,156
Interest cost 2,430 2,280
Expected return on plan assets (3,292) (2,334)
Amortization of prior service cost 31 528
Amortization of transition asset 2 469
Net amortization and deferral of
actuarial gains (losses) 529 355
Net periodic benefit cost 1,944 3,454
Net actuarial (gain)/loss (2,518) -
Amortization actuarial gain/loss (529) -
Amortization of prior service cost/benefit (31) -
Recognized prior service (cost) credit 114 -
Amortization of transition obligation 2 -
Total recognized in other comprehensive
income (before tax effects) (2,966)* -
Total recognized in net benefit cost and other
comprehensive income (before tax effects) (1,022) 3,454

* Excluding foreign currency effects

Allocation of Assets

The asset allocation for the Company’s US, Liechten-
stein, and Germany pension plans for the years ended
December 31, 2006 and the target allocation for 2007,
by asset category, follows:

2007 2006
Equity - US 0-42% 0%
Equity — International 10-62% 10-50%
Equity - Emerging markets 0-16% 0%
Bonds 20-66%  40-90%
Fixed Income 0-28% 10%
Cash/Money market 0-38% 0-5%
Real estate 5-26% 5-15%
Derivative instruments 0-16% 5-15%

For 2006 and 2007, the Company’s U.S., German and
Liechtenstein pension plan assets were managed by
outside investment managers. The Company’s invest-
ment strategy with respect to pension assets is to
maximize return while protecting principal. The invest-
ment manager will have the flexibility to adjust the as-
set allocation and move funds to the asset class that
offers the most opportunity for investment returns.
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The Company’s overall expected long-term rate of re-
turn on plan assets is based upon historical long-term
returns of the investment performance adjusted to
reflect expectations of future long-term returns by as-
set class. It is anticipated the Company will make con-
tributions of approximately USD 1,499 to the pension
plans for the fiscal year ending December 31, 2008.

Estimated future benefit payments, which reflect ex-
pected future service, as appropriate, are expected to
be paid as follows:

2008 1,404
2009 1,620
2010 1,894
2011 1,904
2012 2,638
Years 2013-2017 18,296

The following table shows the amount in other com-
prehensive income expected to be recognized as
components of Net Periodic Benefit Cost in 2008.

Transition obligation -

Prior service cost 94
Net loss (gain) 156
250

The Company also participates in U.S. and foreign
defined contribution plans for certain locations. Ex-
pense related to these plans was USD 379 and USD
365 for the years ended December 31, 2007 and 2006,
respectively.

17. Stockholders’ Equity

Under the Swiss Code of Obligations, the sharehold-
ers may decide on an increase of the share capital

in a specified aggregate par value up to 50% of the
existing share capital, in the form of authorized capital
to be used at the discretion of the Board of Directors.
The Board of Directors is currently not authorized to
issue new registered shares. The General Meeting

of Stockholders approved conditional capital in the
amount of 260,000 shares, which shall be issued upon
the exercise of option rights, which some employees
and members of the Board of Directors will be granted
pursuant to the Employee Incentive Plans. The Board
of Directors will regulate the details of the issuances.
As of December 31, 2007 and 2006, 217,312 and
238,202 shares of CHF 5 each, respectively, were
available for issuance.

In connection with the Company’s initial public offering
in 2000, employees had the opportunity to participate
in one of the two following equity purchase programs.

Leveraged Share Plan — The leveraged share plan

was available to three tiers of employees: the Chief
Executive Officer, other executive officers, and key
employees. Depending on an eligible employee’s tier,
an eligible employee may have purchased shares in
the offering for a total purchase price between USD
23 and USD 563. Approximately 56 employees par-
ticipated in the leveraged share plan purchasing either
ADRs or shares totaling 38,109 and 19,872, respec-
tively. Each ADR represents one-tenth of one share (or
a right to receive one-tenth of one share). The shares
purchased under the leveraged share plan could not
be transferred or sold before November 9, 2004. The
plan includes specific requirements for employees
who are terminated prior to this date.

Discounted Share Purchase Plan — The discounted
share purchase plan was offered to employees who
were not eligible to participate in the leveraged share
plan. Under this plan, eligible persons were offered
the opportunity to purchase shares on the closing

of the offering at a 30% discount to the offer price.
Each employee was entitled to purchase up to USD
8 worth of shares in the offering at a 30% discount.
Employees who participated in the discounted share
purchase plan purchased either ADRs or shares total-
ing 26,011 and 7,166, respectively. The 30% discount
was treated as compensation.

The ADRs and shares issued under the leverage share
plan and discounted share purchase plan were in-
cluded in the 315,000 shares offered by the Company
as part of the initial public offering.

Notes Receivable from Officers — In November 2000,
certain officers and key employees purchased 16,480
shares of common stock and paid the exercise price
by issuing cash plus full recourse promissory notes,
denominated in U.S. Dollars, Swiss Francs, or Euro,
to the Company totaling USD 1,371. At December 31,
2006, the outstanding balance on the notes was ap-
proximately USD 160. Interest was paid on the note
on a quarterly basis at a rate equal to 120% of the
mid-term applicable federal rate. The remaining USD
160 note, which had been offset against stockholders’
equity for financial statement presentation, was paid
in full during 2007.

18. Stock Option Plans

Leveraged Share Plan — The aggregate amount of
shares that may be issued in the form incentive stock
options under the Leveraged Share Plan was 155,555
shares. All options are granted at prices equal to
100% of the market value of the common stock at the
date of grant. The options are nontransferable and



the plan includes specific requirements for employees
who are terminated prior to exercising their options

or prior to the options becoming vested. All of these
options which were unexercised by November of 2007
expired as per terms of the plan.

Directors Stock Option Plan - In fiscal year 2001, the
Board of Directors approved the Directors Stock Op-
tion Plan. The Directors Stock Option Plan is solely
for members of the Board, who are not employees
of INFICON. The Company grants options to the eli-
gible Directors, in May of each year and the options
are nontransferable. All options are granted at prices
equal to 100% of the market value of the common
stock at the date of grant. The plan includes specific
requirements for the Directors who are removed or
resign from the Board.

Management & Key Employee Stock Option Plan — In
fiscal year 2001, the Board of Directors approved the
Key Employee Stock Option Plan. The purpose of the
plan is to provide key employees of the Company with
an opportunity to become shareholders, and in addi-
tion, to obtain options on shares and allow them to par-
ticipate in the future success of the Company. It is in-
tended that the plan will provide an additional incentive
for key employees to maintain continued employment,
contribute to the future success and prosperity, and
enhance the value of the Company. Accordingly, the
Company will, from time to time during the term of this
plan, grant to such key employees options to purchase
shares in such amounts as the Company shall deter-
mine, subject to the conditions provided in the plan.
The plan shall remain in effect through May 15, 2011.

The options are granted in Swiss Francs.

Provisions of the plan are as follows:

IPO leveraged Director plan Management
share plan plan & key
(expired as of employee plan

11/9/2007)

Vesting 50% on each Immediately at 25% each year
of second grant from the date of
and third grant
anniversary
from date of
grant

Excersiability ~ 50% on each  One year from 25% each year
of second date of grant  from the date of
and third grant
anniversary
from date of
grant

Expiration Seventh Seventh Seventh
anniversary anniversary anniversary
from date of ~ from date of  from date of
grant grant grant

Maximum remaining exercise period (in months) after
termination of employment are as follows:

Reason for IPO leveraged Director plan Management

termination of share plan plan & key

employment (expired as of employee
11/9/2007) plan

Resignation 3 12 6

(Voluntary)

Resignation as if employeed 12 6

(with adverse

change)

Termination by  as if employeed 12 6

company not

for cause

Resignation 0 0 0

or removal for

cause

Retirement normal vesting +12 12 24

Disability normal vesting +12 18 18

Death 12 12 12

The following is a summary of option transactions un-
der the three Plans:

Weighted

_avera_ge

exercise price

Shares (CHF)

Outstanding December 31, 2005 184,632 168.61
Granted 32,773 186.37
Forfeited (9,229) 158.08
Exercised (21,798) 99.08
Outstanding December 31, 2006 186,378 167.06
Granted 28,100 213.80
Forfeited (80,814) 221.92
Exercised (20,890) 108.20
Outstanding December 31, 2007 112,774 150.66
Exercisable at December 31, 2007 46,149 119.90

The following table summarizes information about
stock options outstanding and exercisable at Decem-
ber 31, 2007.

Options

Outstanding Remaining exercisable

Exercise price Shares options average term Options average
(CHF) outstanding price (CHF) (years) exercisable price (CHF)
45.01-67.50 5,675 50.00 2.1 5,675 50.00
67.51-90.00 2,789 70.92 2.7 2,789 70.92
90.01-112.50 28,465 95.85 3.9 13,765 98.02
112.51-135.00 13,733 117.02 3.1 8,433 117.19
157.51-180.00 8,426 164.94 1.8 8,426 164.94
180.01-202.50 26,786 187.88 50 7,061 187.54
202.51-225.00 26,900 213.80 6.3 0 0
Totals 112,774 150.66 46,149 119.90

The weighted average remaining contractual term of
outstanding and exercisable stock options at Decem-
ber 31, 2007 is 4.4 years and 3.1 years, respectively.
The aggregate intrinsic value of outstanding and ex-
ercisable stock options at December 31, 2007 is USD
4,066 and 2,567, respectively. The aggregate intrinsic
value of outstanding and exercisable stock options at
December 31, 2006 is USD 5,900 and 2,600, respec-
tively.
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In accordance with the provisions of SFAS 123(R),

the Company recognized stock-based compensa-
tion expense related to stock options of USD 1,083,
net of tax benefit of USD 186. As a result of applying
the provisions of SFAF 123(R) during the year-ended
December 31, 2006, the Company recognized stock-
based compensation expense related to stock options
of USD 786, net of tax benefit of USD 194.

Management estimated the fair value of options granted
using the Black-Scholes option-pricing model. This
model was originally developed to estimate the fair
value of exchange-traded equity options, which (un-
like employee stock options) have no vesting period

or transferability restrictions. As a result, the Black-
Scholes model is not necessarily a precise indicator of
the value of an option, but it is commonly used for this
purpose. The Black-Scholes model requires several
assumptions, which management developed based
on historical trends and current market observations.

2007 2006
Risk free interest rate 2.68% 1.88%
Expected volatility factor of stock price 36.87%  41.29%
Dividend yield 3.22% 3.33%
Expected life of stock options 4.8 4.8

Expected volatilities are based upon historical volatil-
ity of the Company’s stock and traded options. Ex-
pected term has been determined using the simplified
method, since the Company meets the five prerequi-
site criteria. The expected term under the simplified
method is calculated by taking the vesting term plus
original contractual term divided by 2. Unrecognized
stock based compensation expense related to non-
vested stock options totaled approximately USD 1,931
at December 31, 2007, which will be recognized as
expense over the next four years. The weighted aver-
age period over which this unrecognized expense is
expected to be recognized is 1.27 years.

Shares authorized for stock option awards were
260,000. During 2007 and 2006, proceeds from stock
option exercises totaled USD 1,834 and USD 1,658,
respectively and 20,890 and 21,798 shares, respec-
tively, were issued in connection with these stock
option exercises. All shares issued were new shares
issued from available conditional share capital. The
total intrinsic value of options exercised during 2007
and 2006 was 2,045 USD and USD 1,466, respec-
tively. The weighted average fair value for options
granted during 2007 was 54.43 CHF per share. The
weighted average fair value for options granted during
2006 was 51.88 CHF per share. The weighted average
fair value of options vested during 2007 was 126.37
CHF per share. The weighted average fair value of op-
tions vested during 2006 was 46.47 CHF per share.

19. Business Segments

The Company is a global supplier of instrumentation
for analysis, monitoring, and control in the general
vacuum processes, semiconductor and vacuum coat-
ing, refrigeration and air conditioning, and emergency
response and security markets. At the direction of

the Company’s chief operating decision maker, the
President and Chief Executive Officer, the allocation
of the Company’s resources and assessment of per-
formance is made for the Company as a whole. Since
the Company operates in one segment, all information
required by SFAS No. 131, “Disclosures about Seg-
ments of an Enterprise and Related Information,” can
be found in the consolidated financial statements.

Information on the Company’s sales by geographic
location (determined by country of destination) was as
follows:

2007 2006
Europe 104,725 94,342
North America 54,044 50,421
Asia-Pacific 73,373 64,012
Other 4,415 2,919

236,557 211,694

20. Earnings Per Share

The Company computes basic earnings per share,
which is based on the weighted average number of
common shares outstanding, and diluted earnings per
share, which is based on the weighted average number
of common shares outstanding and all dilutive common
equivalent shares outstanding. The dilutive effect of
options is determined under the treasury stock method
using the average market price for the period.

The following table sets forth the computation of basic
and diluted earnings per share for the years ended
December 31:

2007 2006
Numerator
Net income 24,516 22,049
Denominator
Weighted average shares outstanding 2,285,745 2,343,522
Effect of dilutive stock options 28,600 27,319

Denominator for diluted earnings per share 2,314,345 2,370,841

Earnings per share:
Basic: 10.73 9.41
Diluted: 10.59 9.30

For the year ended December 31, 2007, the fully di-
luted earnings per share calculation excluded 26,900
options to purchase shares since these shares would
have been anti-dilutive for 2007.



21.Additional Information
Required by Swiss Law

As required by art. 663 paragraph 3 of the Swiss Code
of Obligations, the following supplementary informa-
tion is disclosed:

2007 2006
Total personnel costs 67,214 62,126
Depreciation of property, plant,
and equipment 5,714 5,039
Amortization and impairment
on intangible assets 473 376
Total amortization, impairment
and depreciation 6,187 5,415
The fire insurance values of property, plant, and
equipment at December 31:

2007 2006
Buildings and improvements 19,396 18,316
Machinery and equipment 32,348 25,717

51,744 44,033

Compensations for Acting Members of Governing
Bodies

The compensation accrued for members of the Board
of Directors and the aggregate for the Senior Manage-
ment (including executive officers that gave up their
functions during 2007) in accordance with art. 663bP's
and art. 663c CO for the year ended December 31,
2007 is as follows:

Base Variable compensation Other Total
compensation compen- 2007
cash  Accrued Share options sation
bonus granted*
(number)

Board of Directors
Gustav Wirz 122 0 950 35 0 157
Paul Otth 94 0 725 27 0 121
Dr. Richard Fischer 62 0 475 18 0 80
Mario Fontana 62 0 475 18 0 80
Dr. Thomas Staehelin 68 0 525 20 28* 116
Total 408 0 3,150 118 28 554
Senior Management
Lukas Winkler

President & CEO (highest 361 203
compensated member
of Senior Management)

2,000 93 2 659

Total 1,133 652 6,250 290 120 2,195

* Share options granted are valued according to the fair value of options granted
using the Black-Scholes option-pricing model

** Compensation for assisting in the preparation of shareholder meetings and other
corporate actions

The content and method of determining the com-
pensation and share-ownership programs for the
members of the Board of Directors and for the Senior
Management are proposed by the Human Resources
and Nominating Committee and approved by the
Board of Directors once a year.

Compensations for Former Members of Governing
Bodies

There was no compensation to former members of the
Board of Directors.

Share Ownership and Options Owned

The number of shares and options owned by the
Board of Directors and Senior Management as of
December 31, 2007:

Shares Options

owned owned
Board of Directors
Gustav Wirz 5,332 1,568
Paul Otth 60 725
Dr. Richard Fischer 7,000 1,206
Mario Fontana 2,400 2,390
Dr. Thomas Staehelin 250 4,074
Total 15,042 9,963
Senior Management
Lukas Winkler, President & CEO 1,000 14,500
Peter Maier 1,172 8,725
Ulrich Doebler 1,010 6,100
Urs O. Walchli 111 7,339
Total 3,293 36,664

Additional Fees and Remunerations

No reportable fees or remunerations were paid to
members of the Board of Directors or members of
Senior Management.

Loans to Members of Governing Bodies

In November 2000, certain officers and key employees
purchased 16,480 shares of common stock and paid
the exercise price by issuing cash and full recourse and
interest bearing promissory notes, denominated in U.S.
Dollars, Swiss Francs, and Euros, to the Company total-
ing USD 1,371. The loans have an interest rate equal

to 120% of the mid-term applicable federal rate (as
defined in the Internal Revenue Code) determined on
the date the loans are made. At December 31, 2007, all
loans have been repaid.
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Report of the Group Auditors

To the general meeting of INFICON Holding AG, Bad Ragaz

As auditors of the group, we have audited the accompanying consolidated balance
sheets of INFICON Holding AG and its subsidiaries as of December 31, 2007

and 2006 and the related consolidated statements of income, of stockholders’
equity and of cash flows for the years then ended, included on pages 32

through 49. These consolidated financial statements are the responsibility of the
Company’s board of directors. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits. We confirm that we meet
the legal requirements concerning professional qualification and independence.

We conducted our audits in accordance with Swiss Auditing Standards
and auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements
are free from material misstatement. An audit includes examining, on

a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management
as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements present fairly, in all material
respects, the financial position of INFICON Holding AG and its subsidiaries

at December 31, 2007 and 2006 and the results of their operations and their
cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America and comply with Swiss law.

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

PricewaterhouseCoopers AG
Stephen W Williams  Cornelia Ritz Bossicard

Auditor in charge

Zurich, March 13, 2008
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Balance Sheet

(CHF 1,000)

December 31,

December 31,

ASSETS 2007 2006
Cash and cash equivalents 1,018 7,160
Other receivables — third parties 5 35
Receivables — subsidiaries 14 72
Treasury stock (235,587 own shares) 42,995 —
Total current assets 44,032 7,267
Notes receivable — subsidiaries 3,497 3,786
Notes receivable - officers - 200
Investments in subsidiaries 294,440 293,948
Total long-term assets 297,937 297,934

Total assets 341,969 305,201

LIABILITIES AND STOCKHOLDERS’ EQUITY
Other payables - third parties 16 28
Accounts payable — subsidiaries 9 12,250
Accrued liabilities 470 407
Total current liabilities 495 12,685
Notes payable — subsidiaries 36,122 —
Total long-term liabilities 36,122 —

Total liabilities 36,617 12,685
Share capital; CHF 5 par value, 2,376,762 shares
issued (2006: 2,355,872 shares issued) 11,884 11,779
Legal reserves

General reserve 214,411 252,253
Reserve for own shares 47,234 —
Retained earnings 31,823 28,484
Total stockholders’ equity 305,352 292,516

Total liabilities and stockholders’ equity 341,969 305,201




Statement of Income

(CHF 1,000)

Year ended December 31,

2007 2006
Income from investments in subsidiaries 31,300 19,500
Administrative expenses (1,731) (1,657)
Provision for treasury shares (4,239) —
Income from operations 25,330 17,843
Interest income 115 255
Interest expense (407) -
Foreign currency exchange loss (272) (273)
Other (income) loss (564) (18
Income before income taxes 24,766 17,825
Income tax expense (10) (49)
Net income 24,756 17,776

53



54

Notes to the financial statements
for the year ended December 31, 2007

Note 1 — Description of
Company

The information contained in the INFICON Holding
AG, Bad Ragaz financial statements relates to the ul-
timate parent company alone, while the consolidated
financial statements reflect the economic situation
of INFICON Group as a whole. INFICON Holding AG,
Bad Ragaz (the “Company”) financial statements are
prepared in compliance with Swiss Corporate Law.

Note 2 — Investments in
Subsidiaries

The investments in subsidiaries are carried in
aggregate at lower of cost or their intrinsic value.
The following subsidiaries were included in INFICON
Holding AG’s investment portfolio.

December 31,
Company Currency 2007 2006
INFICON Inc. (in 1,000) (in 1,000)
Syracuse, USA
Share Capital usD * *
Ownership 100% 100%
Purpose: Manufacturing, Sales and Service
INFICON AG
Balzers, Liechtenstein
Share Capital CHF 6,000 6,000
Ownership 100% 100%
Purpose: Manufacturing, Sales and Service
INFICON GmbH
Bad Ragaz, Switzerland
Share Capital CHF 2,000 2,000
Ownership 100% 100%
Purpose: Management Company
INFICON GmbH
Cologne, Germany
Share Capital EUR 1,026 1,026
Ownership** 100% 100%
Purpose: Manufacturing, Sales and Service
INFICON Aaland Ab
Mariehamn, Finland
Share Capital EUR 60 60
Ownership 100% 100%
Purpose: Manufacturing
INFICON Ltd. (in 1,000) (in 1,000)
London, United Kingdom
Share Capital GBP 400 400
Ownership 100% 100%

Purpose: Sales

*The Company was issued 100 shares of INFICON, Inc. which have a nominal value of
USD 0.01 per share.
** Indirect participation

Company Currency
INFICON S.A.R.L.
Courtaboeuf, France
Share Capital EUR
Ownership

Purpose: Sales

INFICON Co. Ltd.
Yokohama-Shi, Japan
Share Capital JPY
Ownership
Purpose: Sales

December 31,
2007 2006
108 108

100% 100%

400,000 400,000
100% 100%

INFICON Ltd.
Chubei City, Taiwan

Share Capital TWD
Ownership
Purpose: Sales

52,853 52,853
100% 100%

INFICON Ltd.

Bungdang-Ku, Korea
Share Capital KRW
Ownership
Purpose: Sales

INFICON Pte. Ltd.

Singapore
Share Capital SGD
Ownership
Purpose: Sales

INFICON Ltd.

Hong Kong
Share Capital HKD
Ownership
Purpose: Sales

INFICON Guangzhou Service Centre Ltd.
Guangzhou

Share Capital RMB

Ownership

Purpose: Service
INFICON Instruments (Shanghai) Co., Ltd.
Shanghai

Share Capital USD

Ownership

Purpose: Manufacturing

INFICON EDC Inc.
Syracuse, USA

Share Capital usD
Ownership*™

(in 1,000)

600,000 600,000
100% 100%

1,797 1,797
100% 100%

8,780 8,780
100% 100%

9,837 9,837
100% 100%

400 —
100%

(in 1,000)

* *

100% 100%

Purpose: Manufacturing, Sales and Service

Sigma Instruments Inc.
Syracuse, USA

Share Capital USD
Ownership**

*

100%

Purpose: Manufacturing, Sales and Service



Note 3 — Equity

See footnotes to the consolidated financial statements
for a description of the company capital and the re-
lated stock plans.

On December 31, 2007, Chase Nominees Ltd. Held
289,024 shares, representing 12.27% of the voting
rights in INFICON Holding AG.

According to the announcement of June 26, 2007, Ster-
ling Strategic Value Ltd. held 125,500 shares, represent-
ing 5.33% of the voting rights in INFICON Holding AG.
On December 31, 2007 Sterling Strategic Value Ltd. held
160,925 shares, representing 6.83% of the voting rights
in INFICON Holding AG.

According to the announcement of December 3, 2007,
Schroder Investment Management Ltd. held 99,150
shares, representing 4.20% of the voting rights in
INFICON Holding AG.

According to the announcement of December 21, 2007,
UBS Fund Management (Switzerland) AG, held 106,066
shares, representing 4.50% of the voting rights in
INFICON Holding AG.

The percentages are calculated using registered shares
per December 31, 2007 and 2006 of 2,355,872 and
2,334,074 respectively.

In summary, the Company is aware of the following
significant stockholders entered in the share register:

December 31, 2007 2006
Chase Nominees Ltd. 12.27%
Sterling Strategic Value Limited 6.83%
UBS Fund Management (Schweiz) AG 4.50%
Schroder Investment Management Ltd. 4.20%
Zurcher Kantonalbank, Zurich 21.15%

Bank Julius Bar & Co AG, Zurich 5.06%

There were no other stockholders entered in the share
register holding more than 3 percent of the voting
rights at December 31, 2007.

Note 4 — Issued, Authorized and
Conditional Share Capital

Issued Share Capital/Share Capital Increase
During 2007, employees of INFICON exercised stock
options which resulted in 20,890 new shares be-

ing issued and increased nominal share capital by
CHF 104,450. The share premium thereon of CHF
2,155,866 has been credited to the general legal re-
serve. At December 31, 2007, the number of issued
INFICON Holding AG shares amounted to 2,376,762
(2006: 2,355,872) with a nominal value of CHF 5 each.

Conditional Share Capital
The articles of incorporation provide for a conditional
capital of a maximum of CHF 1,300,000 through the issu-

ance of 260,000 registered shares of CHF 5 each by the
exercise of option rights granted to employees and mem-
bers of the Board of Directors of the Company. In 2007,
employee stock options were exercised resulting in an
increase in share capital of 20,890 shares. The remaining
available balance of conditional share capital at Decem-
ber 31, 2007 is CHF 1,086,560 (2006: CHF 1,191,010).

Note 5 — Share repurchase

During 2007, the Company commenced a stock buy-
back program on a special second trading line on the
SWX Swiss Exchange, with approval to repurchase up
to a maximum of CHF 40 million and not exceeding
10% of the registered share capital. Subsequently, on
September 20, 2007, the Company announced that its
Board of Directors extended the current share repur-
chase program to reach 10% of the registered share
capital as planned but has eliminated the prior maxi-
mum amount. The share repurchase program began
on May 3, 2007 and ended on December 13, 2007, with
235,587 shares having been repurchased at an average
price 199.89 CHF, which equates to 10% of the regis-
tered share capital prior to the program’s inception.

Number of
Month Price per share in CHF  shares repurchased
May 214.00-219.50 21,100
June 209.30-217.80 17,200
July 208.50-211.00 10,100
August 190.00-221.30 72,750
September 185.20-206.50 89,705
October 200.00-214.50 4,375
November 186.20-212.10 13,230
December 184.80-197.10 7127
Total 235,587

INFICON thus holds 10% of the voting rights in the
company pursuant to Article 20 of the Swiss Stock
Exchange Act as at December 13, 2007. The Com-
pany’s Board of Directors has proposed a cancellation
of all repurchased shares and a corresponding capital
reduction for a vote at this year’s Annual General
Meeting of Shareholders on April 24, 2008. Treasury
stock is recorded at the lower of cost or market. The
reserve for own shares is recorded at the acquisition
costs of the underlying treasury stock.

Note 6 — Disclosure of
management compensation

See Notes to Consolidated Financial Statements,
21. Additional Information Required by Swiss Law.

Note 7 — Contingent Liabilities

December 31,

In CHF 1,000 2007 2006
Guarantees in favor
of affiliated companies 11,587 10,338
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Appropriation of Available Earnings

(Proposal of the Board of Directors)

In CHF 1,000

Retained earnings at beginning of year
Transfer from general legal reserve
Dividend payment to shareholders
Reserve for own shares

Net income

Retained earnings

Gross dividend*
(2007: CHF 8/ 2006: CHF 6 each share)

Transfer from the general legal reserve
to retained earnings™

Balance to be carried forward

*

December 31,
2007 2006
28,484 22,427
40,000 -
(14,183) (11,719)
(47,234) —
24,756 17,776
31,823 28,484
(19,014)  (14,135)
- 40,000
12,809 54,349

Proposed dividend represents an estimated amount. This

will be adjusted to take account of any new shares entitled

to dividend which are issued subsequent to December 31

and prior to the date of the dividend payment.

**The transfer from the general legal reserve to retained

earnings was for the purpose of implementing the Board of

Directors decision to repurchase own shares of up to CHF

40,000,000 during 2007.



INFICON Holding AG, Bad Ragaz

Report of the Statutory Auditors

To the general meeting of INFICON Holding AG, Bad Ragaz

As statutory auditors, we have audited the accounting records and the financial
statements (balance sheet, statement of income and notes) included on pages
52 to 55 of INFICON Holding AG for the year ended December 31, 2007.

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 Swiss Auditing Standards, 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, the financial statements

and the proposed appropriation 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.
PricewaterhouseCoopers AG

Stephen W Williams  Cornelia Ritz Bossicard

Auditor in charge

Zurich, March 13, 2008
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Certain statements contained in this Annual Report
are forward-looking statements that do not relate
solely to historical or current facts. Forward-looking
statements can be identified by the use of words

» o«

such as “may”, “believe”, “will”, “expect”, “project”,
“assume”, “estimate”, “anticipate”, “plan” or “con-
tinue.” These forward-looking statements address,
among other things, our strategic objectives, trends in
vacuum technology and in the industries that employ
vacuum instrumentation, such as the semiconductor
and related industries and the anticipated effects of
these trends on our business. These forward-looking
statements are based on the current plans and expec-
tations of our management and are subject to a num-
ber of uncertainties and risks that could significantly
affect our current plans and expectations, as well as
future results of operations and financial condition.
Some of these risks and uncertainties are discussed
in the Company’s Annual Report for fiscal 2007.

As a consequence, our current and anticipated plans
and our future prospects, results of operations and
financial condition may differ from those expressed in
any forward-looking statements made by or on behalf
of our Company. We undertake no obligation to pub-
licly update or revise any forward-looking statements,
whether as a result of new information, future events
or otherwise.

2007 Annual Report/Jahresbericht

INFICON Holding AG
Hintergasse 15B
CH-7310 Bad Ragaz
Switzerland

Sensus PR GmbH, grafikvater, FO Print & Media AG, Switzerland



4 TNFICON

WWW.INFICON.COM ©2008 INFICON
yiud86al





