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Company Profile

BE Semiconductor Industries N.V. (“Besi”) is engaged in one
line of business, the development, manufacturing, marketing,
sales and service of semiconductor assembly equipment for
the global semiconductor and electronics industries.

Our market

The semiconductor manufacturing process involves two
distinct phases, wafer processing, commonly referred to as
the front-end, and assembly/test operations which are com-
monly referred to as the back-end. Our equipment is used by
customers principally to produce advanced semiconductor
assemblies or “packages”. Typically, such assemblies provide
the electronic interface and physical connection between a
semiconductor device, or “chip” and other electronic com-
ponents and protect the chip from the external environment.
VLSI (a leading independent industry analyst) estimated that
the size of the assembly equipment market was approxima-
tely $4.3 billion in 2011, or 8.6% of the total semiconductor
equipment market. Annual growth rates in the semiconductor
assembly equipment market can fluctuate greatly based on
global economic cycles and the capital investment programs
of our semiconductor and industrial customers.

Semiconductor assembly shares certain common processes
but involves three distinct manufacturing technologies depen-
ding on the product application required:

Leadframe assembly, the most traditional approach, involves
the electrical connection of the chip via a wire bonding pro-
cess to a metal leadframe. Leadframe assembly technology is
most frequently used to produce semiconductor devices for
mass market and consumer electronics applications.

Substrate assembly, an alternative assembly process, has
gained increased market acceptance and is used most
frequently in new product applications that require high
degrees of miniaturization and chip density such as smart
phones, tablets, portable personal computers and wireless
internet applications. In a typical substrate assembly, no metal
leadframes are utilized and the electrical connection of the
chip is made directly to a multi-layer substrate or through the
creation of direct connections to the multi-layer substrate via
a flip chip die bonding process.

Wafer level packaging, the most advanced assembly
technology eliminates the use of either a metal leadframe

or laminated substrate for semiconductor assembly. In wafer
level packaging, the electrical connections are directly applied
to the chip without the need for an interposer. This process
technology enables customers to achieve even higher degrees
of miniaturization, chip density and performance and lower
energy consumption than substrate assembly but at a higher
cost and reduced yield currently.

The markets which we serve offer significant long term op-
portunities for growth particularly in advanced packaging
applications. Besi is well positioned to capitalize on end-user
market opportunities in advanced packaging applications,
the most prominent of which include: (i) computing (PCs,
tablets, flat panel displays, internet applications), (i) smart

phones, other wireless and mobile communication devices
and logistical systems, (iii) intelligent automotive components
and sensors, (iv) advanced medical equipment and devices,
(v) solar and renewable energy applications, and (vi) LED and
RFID device applications.

Our products and services

Besi supplies leading edge systems offering increased produc-
tivity, improved yields of defect-free devices and a low cost of
ownership. We offer customers a broad portfolio of systems
which address substantially all the assembly process steps
involved in leadframe, substrate and wafer level packaging.
Our principal product offerings include:

Die attach equipment: from which we produce single
chip, multi-chip, multi module and flip chip die bonding
systems and die sorting systems.

Packaging equipment: from which we produce molding,
trim and form and singulation systems.

Plating equipment: from which we produce tin, copper
and precious metal plating systems.

Wire bonding equipment: from which we produce sys-
tems utilizing gold and copper wire for sale in combination
with our die attach systems.

Services: for which we provide tooling, conversion kits and
spare parts to our installed base of customers worldwide.

Our customers

Our customers are primarily leading multinational chip manu-
facturers, assembly subcontractors and electronics and indus-
trial companies and include Amkor, ASE, Epcos, Infineon,
Osram, Skyworks, STATS ChipPAC, STMicroelectronics, Sam-
sung, SPIL and UTAC. Customers are principally independent
device manufacturers (“IDMs") which purchase our equip-
ment for internal use at their assembly facilities and assembly
subcontractors which purchase our equipment to produce
packages for third parties on a contract basis. Our equipment
performs critical functions in our customers’ assembly opera-
tions and in many cases represents a significant percentage of
their installed base of assembly equipment.

COMPANY PROFILE

Our global presence

We are a global company with headquarters in Duiven, the
Netherlands. We operate eight facilities comprising 491,500
square feet of space for production and development activi-
ties as well as eight sales and service offices across Europe,
Asia and North America. We employed a total staff of 1,607
fixed and temporary personnel at December 31, 2011, of
whom approximately 51% were based in Asia and 49% were
based in Europe and North America.

Our listings

Besi was incorporated under the laws of the Netherlands

in May 1995 and had an initial public offering in December
1995. Besi's Ordinary Shares are listed on Euronext Amsterdam
by NYSE Euronext (symbol: BESI) and also trade on the
NASDAQ OTCQX International (symbol: BESIY).

More detailed information about Besi can be found at our
website: www.besi.com.
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Key Highlights 2011

Market Share Growth in Advanced Packaging Applications:

e Product mix shift to higher margin advanced packaging applications, particularly for smart phones, tablets and automotive
electronics

e Strategic positioning in advanced packaging systems (multi module and flip chip die bonding and ultra thin molding systems)
partially offset year over year weakness in conventional leadframe based equipment sales

Structural Transformation of Company Continues:
e Progress in Asian production transfer:
e Systems produced in Asia increased by 32% year over year and represent 50% of total systems produced
* Direct shipments doubled vs. 2010
* Production transfer completed of Esec 2100 die bonder series to Malaysia
e Scalability enhanced. Gross margins increased despite H2-2011 sequential revenue decrease
e Ongoing progress in reducing break even cost levels:
e Structural costs reduced via Asian production transfer and product line restructurings
* 12% headcount reduction announced in October 2011 to further reduce costs by € 8.5 million on annualized basis

Solid Profit Generation in Challenging Industry Environment:

e Revenue of € 326.9 million vs. peak cycle revenue of € 351.1 million in 2010

e Gross margin improvement from 39.4% to 40.0% in spite of 6.9% revenue decline

e Orders of € 301.1 million vs. € 376.5 million in 2010 due to industry downturn in H2-2011
e Net income of € 26.7 million vs. € 47.3 million in 2010

Strong Cash Flow Generation. Liquidity Position Significantly Improved:

e Cash flow from operations of € 48.7 million in 2011 vs. € 12.2 million in 2010

e Cash of € 87.5 million at year end 2011 (€ 2.38 per share) up 26% from € 69.3 million at year end 2010

e Debt reduced by € 21.6 million to € 24.8 million at year end 2011

e €62.7 million net cash at year end 2011 up from € 22.9 million at year end 2010 despite € 20.2 million utilized for share
repurchases and dividend payments

Shareholder Value Enhanced:

e Stock price up 1.6% in 2011 vs. 13.0% decline for benchmark Philadelphia Semi (SOX) index

e 2010 dividend of € 0.20 per share paid in cash and in shares

e 2071 proposed dividend of € 0.22, either in cash or in shares, for approval at AGM

e Repurchase of 3.2 million shares in 2011 for a total of € 15.2 million. Reduced dilution from issuance of 5.9 million shares
primarily related to redemption of 5.5% Convertible Notes



Key Financial Highlights

Year Ended December 31, 2011 2010 2009 2008 2007

Operating data
(in euro millions, except per share data)

Orders 301.1 376.5 162.5 126.3 160.7

Revenue 326.9 351.1 147.9 149.4 166.5

Operating income (loss) 34.7 49.9 8.3 (28.9) (5.7)

EBITDA (loss) 45.8 60.5 17.9 (1.2) 3.8

Net income (loss) 26.7 473 5.4 (34.2) (5.5)

Adjusted net income (loss) 27.4 41.6 (28.0) (4.8) (1.8)

Net income (loss) per share:

Basic 0.74 1.39 0.16 (1.12) (0.17)

Diluted 0.73 1.25 0.16 (1.12) (0.17)

Backlog 50.6 76.4 51.0 25.4 48.3

Balance sheet data «

Cash and cash equivalents 87.5 69.3 73.1 74.0 74.8 E

Total debt 24.8 46.4 53.5 61.6 715 =

Net cash 62.7 22.9 19.6 12.4 3.3 2

Total equity 256.1 219.0 156.3 146.3 178.7 f
.

Financial ratios P

Operating income (loss) as % of revenue 10.6 14.2 5.6 (19.3) (3.4) E

Net income (loss) as % of revenue 8.2 13.5 3.6 (22.9) (3.3) Z

Adjusted net income (loss) as % of revenue 8.4 11.8 (18.9) (3.2 (1.1) -

Current ratio 3.0 2.5 2.4 2.9 34

Solvency ratio (in %) 73.4 62.5 58.0 60.2 62.7

Return on average equity (in %) 1.2 25.2 3.6 (21.0) (2.9)

EBITDA / interest expenses, net 66.9x 25.1x 8.2x (0.7)x 1.8x

Headcount data

Total headcount fixed 1,543 1,510 1,384 1,182 1,141

Total headcount temporary 64 185 84 72 134

Total headcount 1,607 1,695 1,468 1,254 1,275

Geographic data
Revenue from Asia as % of total revenue 74.4 78.9 73.8 62.0 62.6
Headcount in Asia as % of total headcount 50.9 54.0 46.2 39.4 37.8
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Letter to Shareholders

Dear Shareholders,

In 2011, Besi delivered solid profitability and cash flow gene-
ration and gained market share in its key advanced packaging
markets despite challenging economic conditions. Revenue and
net income of € 326.9 million and € 26.7 million, respectively,
represented a second consecutive year of relatively high profit
levels which confirms the success of our ongoing corporate
transformation and enhancements we have made to the
scalability of our business model.

The success of our business strategy can also be seen by a sub-
stantial improvement in our financial condition in 2011 despite
lower profit levels than we achieved in 2010. In this regard, we
registered a € 39.8 million increase in our net cash position (cash
minus total debt) in 2011 due primarily to a fourfold increase in
our cash flow from operations (€ 48.7 million in 2011) and the
redemption and share conversion of our 5.5% Convertible Notes
due January 2012 (the “Notes”). The net cash improvement was
even more impressive given our use of € 20.2 million for share
repurchases and dividend payments during the year. Cash at
year end represented € 2.38 per share, or 46% of the value of
our year end stock price of € 5.12, more evidence of the cumu-
lative operational progress we have made.

Given continued solid profits in 2011 and a substantial increase
in our net cash position, we have proposed the payment of a
dividend of € 0.22 per share, either in cash or in shares, for ap-
proval at Besi's Annual General Meeting in April 2012. This re-
presents a 10% increase over 2010° level and a payout ratio of
30% relative to our 2011 net income. The dividend will be paya-
ble on May 31, 2012.

Business review

Similar to last year, 2011 was characterized by volatility in quar-
terly order rates and financial results due to ongoing customer
concerns as to the development of the global economy and its
impact on demand for electronic devices and capital equipment.
This caution, reinforced by renewed turbulence in euro zone
markets and fears of global contagion related thereto, caused a
downturn in demand for new semiconductor capacity beginning
in the second quarter of 2011 from cyclical peak levels reached
in 2010 which accelerated through year end. Our business was
not immune to this downturn as evidenced by a 23.7% order
decline between the first and second halves of 2011 and related
reductions in our second half revenue and net income as compa-
red to the first half of the year.

Nevertheless, customers did continue spending on new techno-
logy in 2011 in spite of their reluctance to add new capacity in
this difficult environment. As such, we saw growth in orders and
market share for our systems utilized in substrate and wafer level
processing technologies for advanced packaging applications.

In particular, Besi was able to sustain or increase orders from
Asian subcontractors for multi module and flip chip die bonding
systems and ultra thin molding equipment. Such equipment is
essential to support applications such as tablets, leading edge

handheld devices and high end automotive electronics. These
devices require ever higher levels of miniaturization, chip density
and performance at lower energy consumption which can only
be provided through advanced assembly process technologies
and equipment. Part of our advanced packaging success this
year was also due to increased penetration of the suppliers to
the premier smart phone and tablet ecosystems, major new
growth markets for Besi.

We anticipate that demand for advanced packaging applications
will be the major driver of our growth over the next five years. In
2011, we estimate that approximately 70% of our revenue was
represented by systems manufactured for substrate and wafer
level processing applications as compared to 30% represented
by systems produced for conventional leadframe applications.

In terms of product positioning, we have five die attach and two
packaging systems currently with potential applications in the
advanced packaging market.

In response to volatile industry conditions, we adjusted our orga-
nization effectively in 2011 in order to maintain profitability and

improve cash flow generation. In spite of a 6.9% year over year

revenue decline, gross margins improved from 39.4% to 40.0%

illustrating ongoing structural changes at the Company. Notable
changes have included:

Phasing out older generation packaging and wire bonding
systems in favour of higher growth, higher margin die attach
and packaging systems for advanced packaging applications.
Improving our scalability.

Reducing our unit manufacturing costs via the ongoing trans-
fer of standard system production to our Asian manufacturing
operations.

In addition, we announced a 12% headcount reduction plan

in October 2011 in light of current market realities to reduce
company wide personnel costs over the next 12 months by € 8.5
million on an annualized basis. Our intention is to lower break
even levels to € 60 million per quarter depending on the product
mix. We also significantly scaled back our supply chain in the
second half of the year and reduced inventories by € 16 million
between June 30, 2011 and December 31, 2011 to improve cash
flow generation and better align materials costs with order trends.

Product portfolio

We can report two important developments in 2011 with respect
to the product portfolio. First, we enjoyed significant market ac-
ceptance and customer growth for our line of molding systems
targeting advanced packaging applications. As such, the number
of our customers and units sold increased by 5 and 33, respec-
tively, for our AMS-W molding system, particularly for ultra thin
molding applications. Second, we qualified and received volume
orders for our EVO die attach system for new advanced packa-
ging applications. In particular, such systems assemble 8 mega
pixel lens cap camera modules to digital devices for smart phone
and tablet applications. This is an area of significant market
opportunity for us over the next two to three years.



Asian production transfer

A critical component of our business strategy and cost reduc-
tion efforts, our Asian production transfer, continues according
to plan. Key highlights this year included:

e A 32% year over year increase in systems produced in our
Malaysian operations.

¢ A two-fold increase in direct shipments to customers from
our Malaysian operations.

e The successful production transfer of our Esec 2100 die
bonder to Malaysia.

In 2012, we will start sourcing components in Asia to accom-
modate initial production of the ES 2009 soft solder die bon-
ding system in Malaysia by 2013. In addition, we expect to
expand our Malaysian manufacturing operations and complete
the expansion of our Leshan, China facility in order to double
its production capacity in anticipation of increased tooling
requirements.

Outlook 2012

At the time of this letter, VLSI and Gartner (leading indepen-
dent industry experts), expect the assembly equipment market
to decline by 20.9% and 13.5%, respectively, in 2012 based
on capital spending forecasts by the leading semiconductor
producers. However, we experienced a significant upturn in
orders through February 2012 as compared to Q4-2011, parti-
cularly for our advanced packaging systems serving the smart
phone and tablet supply chains. This upturn is ahead of analyst
expectations, but it is still too early to tell what that might
mean for our 2012 results.

In looking to 2012, our business strategy is focused primarily
on expanding our market share in advanced packaging ap-
plications while increasing our profit margins. We will continue
to adjust our business model as necessary to address a volatile
semiconductor equipment market and have a solid balance
sheet with which to fund our business strategy and anticipated
growth. We also see many exciting opportunities to improve
profits from current levels as we exploit our competitive advan-
tage in advanced packaging applications, realize our Asian pro-
duction vision, further our “One Besi” initiatives to streamline
operations, increase efficiencies at our European and die attach
operations and continue our common platform development.

We are proud of the contributions made by all our employees
last year in the face of volatile and challenging industry condi-
tions. We would also like to thank our customers, our share-
holders, our partners and our suppliers for their continued
support.

Board of Management
Richard W. Blickman

February 28, 2012
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Strategy

I. Strategic objective

Besi's objective is to become the world’s leading supplier of
semiconductor assembly equipment for advanced packaging
applications and to exceed industry average benchmarks of
financial performance.

Il. Strategic initiatives
The key initiatives to realize our strategic objectives include:

1. Leveraging our leading edge technology position.

2. Strengthening and expanding our strategic long term
customer relationships.

3. Accelerating the growth of tooling, spares and service
revenue.

4. Expanding our Asian operations and direct shipments.

. Developing common platforms and common parts.

. Centralizing and harmonizing our corporate structure,

processes and IT systems.

7. Selectively acquiring companies with complementary

technologies and products.

o Ul

Through the implementation of our strategy, Besi seeks to be-
come a more efficient and profitable company with increased
market share in the segments of the assembly equipment
market with the greatest potential for long term growth.

1. Leverage leading edge technology position

Besi seeks to provide global semiconductor manufacturers and
subcontractors with a superior value proposition combining
increased productivity and a low cost of ownership. As a result,
Besi's technology efforts are focused on developing leading edge
processes and equipment for leadframe, substrate and wafer
level packaging applications that are consistent with customers’
needs and have the greatest potential for long term growth.

Besi seeks to differentiate itself in the marketplace by means
of a technology led product strategy that exploits revenue op-
portunities in both premium and mainstream assembly equip-
ment markets. Besi enters such markets with leading edge
technology and products appealing to the first movers of its
industry, typically leading global semiconductor manufacturers
and other advanced industrial end users. Upon commercial
acceptance, Besi then seeks to maximize the return on invest-
ment of its products through continued system cost reduction
so that they appeal to a broader, more mainstream customer
base and can extend their life cycle. Mainstream customers
are typically Asian assembly subcontractors. Besi exits product
markets when its technology becomes commoditized and
returns on investment become unattractive.

In such a way, Besi uses its core competency to (i) increase re-
venues by expanding its addressable market and market share
and (ii) maximize the return on its technology investment.
Besi anticipates increasing its penetration of the mainstream
assembly market in the near future given (i) its cost reduction
initiatives, (i) increased sales of mainstream die bonding
products acquired in the Esec transaction, and (iii) increased
direct shipments to Asian customers via the expansion of its
Asian production capabilities.



2. Strengthen and expand strategic long term cus-
tomer relationships

One of Besi's primary business objectives is to develop close,
strategic relationships with customers deemed critical to its
technological leadership and growth. Besi’s customer relati-
onships, many of which exceed forty years, provide Besi with
valuable knowledge about semiconductor assembly requi-
rements as well as new opportunities to jointly develop as-
sembly systems. As such, they provide Besi with an important
insight into future market trends as well as an opportunity to
broaden the range of products sold to customers.

In order to sustain close relationships with customers and
generate new product sales, Besi believes that it is critical to
maintain a significant presence in after-sales and service in
each of its principal markets. As such, Besi has eight regional
sales and service offices in Europe, the Asia Pacific region

and the United States and a direct sales force and customer
service staff currently of approximately 190 people. Con-
sistent with the ongoing migration of its customer base to
Asia, Besi intends to further strengthen its sales and customer
service activities in this region and shift a significant portion of
its resources to countries such as Malaysia, Singapore, China,
Taiwan and Korea.

3. Accelerate growth of tooling, spares and service
revenue

Besi's product strategy also emphasizes the advancement of
non-system revenue from sales of tooling, spares and service
to its installed base worldwide. In 2011, sales of tooling,
spares and service represented approximately 12% of total
revenue. Sales of tooling, spares and service represent an
opportunity to increase a less cyclical component of Besi's
revenue mix and help reduce the volatility of its revenue
development.

4. Expand Asian operations and direct shipments
In 2011, approximately 75% of revenue was derived from
sales to Asian customer locations. Besi has significantly
restructured its operations in recent years in an effort to
improve profitability and better service a customer base that
has migrated from Europe and North America to Asia. Besi's
strategy focuses on the transfer of substantially all component
sourcing, system manufacturing, product application engi-
neering and tooling/spares operations to its Asian facilities.

In this concept, product ownership and responsibility for new
product development will remain at its European operations.
Ultimately, only highly customized systems will continue to be
produced in Europe for which Besi generates attractive gross
margins.

Key priorities for 2012 include initial Asian component and
module sourcing of the 2009 soft solder die bonding system
in Malaysia and completion of the capacity expansion of our
Chinese facilities to support increased tooling volumes. Besi’s
objective is to have 80% of all die attach and packaging
systems directly shipped to Asian customers from its Asian
operations by the end of 2013. By such efforts, Besi seeks to

substantially reduce labour and material costs from current
levels, more easily scale production and improve delivery times
to customers which, in turn, should drive significant impro-
vements in profits and working capital management. The
transfer of a substantial portion of Besi’s cost structure to Asia
versus Europe should also help Besi better align its US dollar/
euro foreign currency exposure.

5. Develop common platforms and common parts
Besi is in the process of re-engineering several of its existing
product platforms to reduce their overall cost and manu-
facturing cycle time through more standardized design and
manufacturing processes. As part of the streamlining process,
Besi has focused initially on the development of common
parts and common platforms for its die bonding and packa-
ging systems and to decrease the number of platforms for
such products. Such decrease will enable Besi to (i) reduce
the number of components and machine parts per system, (ii)
decrease average component costs, (iii) greatly simplify design
engineering, and (iv) reduce cycle times and warranty expen-
ses. In this manner, Besi expects to achieve additional labour
cost, supply chain and working capital efficiencies.

6. Centralize and harmonize corporate structure,
processes and IT systems

In 2007, Besi adopted a “One Besi” concept to integrate and
streamline its global organization structure. In the “One Besi”
concept, key functions such as administration, supply chain, IT
and purchasing will be centralized over time and managed on
a global basis. The use of a centralized organization structure
will also better facilitate the addition of new products, proces-
ses and acquisitions to the organization.

The implementation of the “One Besi” concept should lead to
structural cost reduction by (i) reducing redundant subsidiary
overhead, (ii) increasing work force efficiency and productivity
via the adoption of standardized systems, procedures and
software, and (iii) providing greater economies of scale in sup-
ply chain, after-sales and service and purchasing.

In order to further adopt the “One Besi” concept in the orga-
nization, management has deployed a new enterprise soft-
ware system to help harmonize business processes and improve
efficiency as much as possible through the use of “one way
of working, one source of information and one set of tools”.

STRATEGY

7. Selectively acquire companies with complemen-
tary technologies and products

In order to provide customers with leading edge process solu-
tions, it is critically important to identify and incorporate new
technologies on a timely and continuous basis. As a result,
Besi actively identifies and evaluates acquisition candidates
that can assist Besi in (i) maintaining process technology
leadership and increasing market share in those assembly
markets with the greatest long-term potential, (i) growing

its less cyclical, “non-system” related revenues from tooling,
spares and service, and (iii) enhancing the productivity of its
Asian manufacturing operations.
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I1l. Strategic implementation

Besi has undertaken a series of actions and completed impor-
tant acquisitions to advance its strategic initiatives, accelerate
revenue growth and reduce its cost structure.

Development of new products

Besi has a history of innovation and leadership in developing
systems for leadframe, substrate and wafer level assembly
technologies covering a wide variety of end-use applications.

Over the past five years, Besi has developed next generation
die attach and packaging systems designed to address its
customers’ requirements for miniaturization, performance
and higher chip density at lower overall cost in substrate and
wafer level packaging applications. In 2010, Besi successfully
developed its next generation singulation platform combining
both singulation and trim and form modules on one common
platform, an important step in its packaging system develop-
ment strategy as well as a new die sorting system with ad-
vanced optical technology for LED applications. In 2011, we
qualified and received volume orders for die attach systems
assembling 8 mega pixel lens cap camera modules to digital
devices for smart phone and tablet applications.

In recent years, Besi has also expanded its product portfolio
to address rapidly growing end-use customer applications in
the assembly market including smart phones, tablets, LED
lighting, RFID, thin-film solar cell, fingerprint recognition and
SeNsors.

Reduction of structural costs in business model

In 2007, Besi agreed to fundamentally re-organize its global
operations and management structure to streamline ope-
rations, improve returns from its product portfolio, reduce
its break even cost levels and increase profitability. Over the
past five years, the Company has significantly rationalized its
manufacturing operations, reduced its unit manufacturing
costs, transferred a significant portion of its production and
headcount to Asia and increased the flexibility and scalability
of its business. Key organizational changes have included:

e The adoption of the “One Besi” concept (2007).

e The integration of Besi’s Laurier die sorting subsidiary with
Datacon’s die bonding operations (2007).

e The consolidation of all Besi's packaging equipment
activities under one product management (2007).

e A headcount reduction plan which realized € 6 million of
cost savings in 2008 (2007).

e A headcount reduction plan which achieved € 15 million of

cost savings in 2010 (2009).

The rationalization of Besi’s plating unit and the termination

of its Hungarian die bonding operations (2009).

A realignment of Besi’s packaging systems business and a 10%

company-wide headcount reduction plan which realized

annualized cost savings of approximately € 7 million (2009).

e The combination of Besi’s Datacon and Esec product lines
into a single die attach business unit (2009).

e The restructuring of its wire bonding unit to improve its re-

turn on investment from its product portfolio and redeploy
resources to more profitable product applications (2010).

e The announcement of a 12% company wide headcount
reduction plan to achieve annualized cost savings of € 8.5
million by the end of 2012 (2011).

Implementation of “One Besi” corporate organization

The implementation of the “One Besi” concept has involved
the elimination of a decentralized holding company structure
containing seven autonomous entities in favour of three prin-
cipal business units over which a single management structure
was established. In this new structure, key operating respon-
sibilities are now centrally managed on a global basis. The
development of this structure also facilitated the acquisition
of Esec in 2009, under which Besi incorporated additional die
bonding and wire bonding products to the “One Besi” plat-
form. Besi also established in 2009 a centralized spares and
tooling organization in order to increase customer responsive-
ness and revenue potential and better align inventory with cus-
tomer demand. Similarly, in 2010, management adopted and
began implementation of an enterprise software system in order
to help harmonize business processes and improve efficiency
and communication throughout the global organization.

Expansion of Besi’s Asian operations

To support its Asian production strategy, Besi has invested
approximately € 14 million to expand its Asian production
capacity including a new Malaysian production facility and the
construction and expansion of a dedicated Chinese tooling
facility. As a consequence of its Asian capacity upgrade, Besi
has reduced its European and North American workforce,
closed inefficient operations and transferred a substantial por-
tion of production and all its tooling capacity to its Malaysian
and Chinese facilities over the past five years. In 2009, Besi
shut down its Hungarian die bonding facility and transferred
its production activities to its Malaysian facility. By the end

of 2011, Besi transferred production of its 2100 die bonder
product from Switzerland to its Malaysian facility. The 2100
system was the largest product by revenue acquired in the
Esec acquisition.

Completion of strategic acquisitions

Besi has made four important acquisitions since 2000:

e In September 2000, Besi acquired RD Automation in order
to advance its product strategy into the front end of the
assembly process with the addition of flip chip capabilities
into its product portfolio.

In January 2002, Laurier was acquired adding intelligent die
sorting capabilities into its product range.

In January 2005, Besi further advanced its strategy by acqui-
ring Datacon in order to extend its presence in the flip chip
and die bonding equipment markets and to increase its over-
all scale in the semiconductor assembly equipment market.
In April 2009, Besi acquired Esec to expand its position in
the mainstream assembly market. The purchase significantly
expanded Besi’s share of the die bonding market, one of
the most rapidly growing segments of the assembly equip-
ment business.



Financial Review

General

BE Semiconductor Industries N.V. (“Besi” or the “Company”)
is engaged in one line of business, the development, manu-
facturing, marketing, sales and service of semiconductor
assembly equipment for the global semiconductor and elec-
tronics industries. Since Besi operates in one segment and

in one group of similar products and services, all financial
segment and product line information can be found in the
Consolidated Financial Statements.

Besi's revenue and results of operations depend in significant
part on the level of capital expenditures by semiconductor
manufacturers, which in turn depends on the current and an-
ticipated market demand for semiconductors and for products
utilizing semiconductors. Demand for semiconductor devices
and expenditures for the equipment required to assemble
semiconductors is highly cyclical, depending in large part on
levels of demand worldwide for computing and peripheral
equipment, telecommunications devices and automotive and
industrial components, as well as the production capacity of
global semiconductor manufacturers. Furthermore, a rise or
fall in the level of sales of semiconductor equipment typically
lags any downturn or recovery in the semiconductor market
by approximately nine to twelve months due to the lead times
associated with the production of semiconductor equipment.

Besi's revenue is generated primarily by shipments to the
Asian manufacturing operations of leading European and
American semiconductor manufacturers and Taiwanese, Chi-
nese, Korean and other Asian manufacturers and subcontrac-
tors. Besi’s sales to specific customers tend to vary significantly
from year to year depending on its capital expenditure
budgets, new product introductions, production capacity and
packaging requirements. For the year ended December 31,
2011, one customer accounted for 9.9% of Besi’s revenue
and its three largest customers accounted for 22.6% of
revenue. In addition, Besi derives a substantial portion of its
revenue from products that have an average selling price

in excess of € 250,000 and that have significant lead times
between the initial order and delivery of the product. The
timing and recognition of revenues from customer orders can
cause significant fluctuations in operating results from quarter
to quarter.
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Legal Chart

BE
Semiconductor
Industries N.V.

Fico Meco
International International
B.V. B.V.
Meco Datacon
Fico B.V. Equipment Beteiligungs
Engineers B.V. GmbH
Besi APac Sdn. Philippines‘ D?taclon
Bha. (Represe Tecl
Office) GmbH

" Datacon
Besi Korea Ltd. Besi Jf&an co. Eurotec GmbH
: i.L.

Meco Equipment
Engineers (Far
East) Pte. Ltd.

Fico Hong Kong
Ltd.

ASM Fico (F.E.)
Sdn. Bhd.
(99.9% owned)

Fico Sales &
Service Pte.
Ltd.

Corporate and financial structure

Besi's corporate organization consists of a Dutch holding
company in which shareholders own ordinary shares and

a network of predominantly wholly-owned subsidiaries
located globally which reflects its product group and business
activities around the world. The table above presents Besi’s
legal organization as of December 31, 2011. To get a better
overview of Besi’s largest shareholders, please refer to Besi
Shareholder Information.

In general, Besi funds its operations through available cash on
hand, cash generated from operations and, in some instances,
funds the operations of its subsidiaries through intercompany
loans. In addition, some of its subsidiaries maintain lines of cre-
dit with various local commercial banks to meet their internal
working capital needs. Please refer to pages 16 to 18 for a de-
tailed analysis of Besi’s financial structure at December 31, 2011.

Organizational restructuring and integration
activities

Restructuring activities

In December 2009, Besi announced an organizational restruc-
turing designed to further reduce structural costs, expand
production and operations in Asia and improve returns from
its product portfolio. Actions included a realignment of its
packaging systems products and operations and a headcount
reduction plan to reduce company-wide personnel costs. Besi
realized approximately € 7.0 million of annualized cost savings
from this plan for which it incurred charges of € 9.4 million
and € 4.4 million in 2009 and 2010, respectively.

In the second quarter of 2010, Besi announced a restructuring

Besi Austria Besi Asia
Holding GmbH Pa(lfl(el;lloldlng

Besi Singapore
Pte. Ltd.

Taiwan
(Representative
Office)

Semiconductor
Industries USA, Inc.

Fico Tooling Esec
Leshan Company International
Ltd. (87% owned) B.V.
Besi
North America,
Inc.
" Esec China
Besi USA, Inc. Financial Ltd.
Esec (Shanghai)
Trading Co., Ltd.
Esec
(Singapore) Pte.
Ltd.

Besi Philippines,
I

nc.

of its wire bonding group to improve its long term profitabi-
lity. Charges of € 0.4 million were recorded in 2010 to provide
for severance and facility costs related to these actions.

In October 2011, Besi announced a headcount reduction
plan to reduce its company-wide personnel costs by the end
of 2012 by € 8.5 million on an annualized basis in order

to align its cost structure with declining conditions in the
semiconductor equipment industry in H2-2011. The plan calls
for a reduction of approximately 12% of Besi's total world-
wide headcount of 1,775 at September 30, 2011, of which
approximately two thirds represents a decrease of temporary
personnel and the balance primarily represents contract
personnel. Specifically, the plan focuses on the reduction

of temporary production personnel in Asia and, to a lesser
extent, contract operations and overhead related personnel
in Europe. The majority of the headcount reduction and cost
savings will occur in 2012. Besi currently anticipates that it
will incur charges not exceeding approximately € 3 million in
connection with the proposed plan of which approximately
€ 0.7 million was recorded in Q4-2011.

Integration of acquisitions

Besi has made four acquisitions since 2000, primarily to
establish and expand its presence in the die attach equipment
market. It made one acquisition during the past five years,
the acquisition of its Esec die bonding subsidiary in April 2009
from OC Oerlikon AG. Besi has actively been involved in inte-
grating Esec’s operations into the “One Besi” corporate plat-
form since its date of acquisition. Integration activities have
included (i) merging its sales, service and spare parts business,
(i) incorporating Esec’s SAP IT platform into Besi's IT platform,
(iii) transferring production of Esec’s 2100 die bonding system



series to its Malaysian operations from Switzerland, and (iv)
combining Esec’s operations with those of its other die attach
operations into one Die Attach product group. The Company
will transfer production of Esec’s other principal die bonding
platform, the 2009 soft solder die bonding system, to its
Malaysian operations over the next two years.

Results of operations

2011 compared to 2010

Besi's results of operations and financial condition in the 2010-
2011 period was greatly influenced by volatility in the global eco-
nomy, which in turn, caused its revenue, orders and profit levels
to vary significantly on a quarterly sequential basis in each year.

One of the key factors supporting Besi's progress in 2010 was
a semiconductor industry recovery that began in the spring of
2009 with the stabilization of the global economy and accele-
rated through the summer of 2010. However, during the lat-
ter part of the third quarter and the fourth quarter of 2010,
order rates slowed down as compared to elevated levels in
the first half of 2010 as customers deployed the incremental
capacity purchased in the latest upcycle and refined their capi-
tal spending budgets in light of moderating global economic
growth in the second half of 2010.

In the first half of 2011, revenue, orders and profits rebounded
again in a renewed industry upturn as customers, particularly
Asian subcontractors, significantly increased their orders for
incremental semiconductor assembly capacity to meet demand
for smart phone, tablet, automotive and personal computing
applications. However, this upcycle ended in the spring of
2011 as customers once again became cautious in placing new
orders for incremental capacity as a result of concerns stem-
ming from instability in the euro zone and its potential impact
on global demand for electronic devices and semiconductors.
As a result, Besi's revenue and net profit declined from € 180.9
million and € 18.4 million in the first half of 2011 to € 146.0
million and € 8.3 million in the second half of 2011, respecti-
vely. Similarly, its backlog declined from € 66.3 million at June
30, 2011 to € 50.6 million at December 31, 2011.

in the second half of 2011 which had a negative influence
primarily on die attach shipments. However, Besi’s shipments
for advanced packaging applications (primarily multi module
and flip chip die bonding and ultra thin molding systems)
increased during the period reflecting market acceptance of
its products for leading edge electronics applications such as
tablets, smart phones, personal computers and automotive
electronics.

Orders

Orders for 2011 were € 301.1 million, a decrease of 20.0%
as compared to € 376.5 million in 2010 due primarily to
re-newed customer caution in adding new capacity as a
result of global macro economic concerns. Order weakness
was experienced in each of Besi‘s product groups but was
partially offset by sustained or increased orders for advan-
ced packaging applications. Orders by subcontractors and
IDMs represented 59% and 41%, respectively, of Besi’s total
orders in 2011 as compared to 50% and 50% in 2010,
respectively.

Backlog

Besi includes in backlog only those orders for which it has
received a completed purchase order. Such orders are subject
to cancellation by the customer with payment of a negotia-
ted charge. Besi's backlog as of any particular date may not
be representative of actual sales for any succeeding period
because of the possibility of customer changes in delivery
schedules, cancellation of orders and potential delays in
product shipments.

Backlog decreased from € 76.4 million at December 31, 2010
to € 50.6 million at December 31, 2011 reflecting the impact
of the industry downturn on Besi's business, particularly for
die attach systems. The book-to-bill ratio was 0.92 for 2011
as compared to 1.07 for 2010.

Gross profit
Besi's gross profit as a percentage of revenue for the years ended
December 31, 2011 and 2010, respectively, were as follows:

(euro in millions)

Year Ended December 31, Margin Change

2011 2010 2011/2010°

% revenue % revenue
Gross profit 130.8 40.0% 138.5 39.4% 0.6%
Amortization of intangible assets - 0.5 0.1% (0.1%)
Restructuring charges - 2.4 0.7% (0.7%)
Adjusted gross profit 130.8 40.0% 141.4 40.3% (0.3%)

" Change in absolute percentage points

Revenue

Besi's revenue declined to € 326.9 million in 2011 as compa-
red to € 351.1 million in 2010 (a decrease of 6.9%) principally
due to a decline in wire bonding sales due to its 2010 product
line restructuring as well as weakening industry conditions

Gross profit decreased by € 7.7 million, or 5.6% to € 130.8
million in 2011 as a result of the 6.9% year over year revenue
decrease. However, Besi's gross margin increased from 39.4%
in 2010 to 40.0% in 2011 due to (i) an increased proportion
of higher margin advanced packaging systems in the Com-
pany’s product mix, (i) higher wire bonding gross margins due
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to its business unit restructuring in 2010, and (iii) the absence
of restructuring charges in 2011. Such positive factors more
than offset the adverse impact of a 6.9% year over year reve-
nue decline and the upward movement of the Swiss franc
versus the euro and US dollar which adversely affected gross
profit. On an adjusted basis, Besi’s gross margin decreased
from 40.3% in 2010 to 40.0% in 2011.

Selling, general and administrative expenses

The details of Besi’s selling, general and administrative
("SG&A") expenses for the years ended December 31, 2011
and 2010, respectively, were as follows:

In 2011, Besi’s R&D expenses increased by 13.2% to € 27.4
million as compared to 2010. As a percentage of revenue,
R&D expenses increased to 8.4% in 2011 from 6.9% in 2010.
Adjusted R&D expenses in 2011 were € 31.7 million, or 9.7%
of revenue, as compared to € 26.2 million in 2010, or 7.5%
of revenue. Higher R&D spending in 2011 was due primarily
to increased temporary personnel and related costs associated
with die bonding development efforts and a € 1.0 million
increase in the value of the Swiss franc versus the euro which
increased Swiss based die attach development costs.

(euro in millions) Year Ended December 31, % Change
2011 2010 2011/2010°
% revenue % revenue
SG&A expenses 68.7 21.0% 64.1 18.3% 2.7%
Restructuring and other charges 0.7) (0.2%) 2.1 (0.6%) 0.4%
Amortization of intangible assets (2.0) (0.6%) (1.5) (0.4%) (0.2%)
Adjusted SG&A expenses 66.0 20.2% 60.5 17.2% 3.0%

" Change in absolute percentage points

Total SG&A expenses increased by 7.2% to € 68.7 million in
2011 and represented 21.0% of revenue as compared to

€ 64.1 million, or 18.3% of revenue in 2010. The 2011
increase was due primarily to (i) € 3.1 million of increased
incentive stock based compensation expense, (ii) € 3.0 million
of higher personnel and other costs related to the increase in
the value of the Swiss franc versus the euro which particularly
affected die attach overhead, and (iii) higher travel and other
overhead related to increased personnel partially offset by
significantly lower warranty costs and lower restructuring
charges (€ 1.4 million year over year). On an adjusted basis,
Besi's SG&A expenses increased by € 5.5 million, or 9.1% in
2011 as compared to 2010 and represented 20.2% of reve-
nue as compared to 17.2% in 2010.

In 2010, Besi's SG&A expenses were adversely affected by

net restructuring and other charges of € 2.1 million primarily
related to headcount reductions in its packaging and sales
organization, severance and facility charges, net related to
the rationalization of its wire bonding unit and an impairment
charge on the carrying value of land at its Dutch facility.

Research and development expenses

Set forth below are the details of Besi's research and deve-
lopment (“R&D") activities for the years ended December 31,
2011 and 2010, respectively:

Restructuring charges
Restructuring charges are recognized in the following line items
in Besi's Consolidated Statement of Comprehensive Income:

(euro in thousands) 2011 2010
Cost of sales - 2.4
SG&A expenses 0.7 1.6
R&D expenses - 0.8
Total 0.7 4.8

Total restructuring charges declined from € 4.8 million in
2010 to € 0.7 million in 2011.

Restructuring charges in 2010 primarily related to severance
charges to rationalize Besi’s packaging and wire bonding
equipment product lines and increase efficiencies elsewhere in
its global operations but excluded a € 0.3 million charge for
the impairment of land and € 0.2 million of other charges at
Besi’s Dutch facilities.

Restructuring charges in 2011 were related to a headcount
reduction plan announced in October 2011 by which the
Company intends to reduce its company-wide personnel costs
by the end of 2012 by € 8.5 million on an annualized basis.
The plan calls for a reduction of approximately 12% of Besi’s

(euro in millions) Year Ended December 31, % Change

2011 2010 2011/2010°
% revenue % revenue

R&D expenses 27.4 8.4% 24.2 6.9% 1.5%

Capitalization of development costs 8.7 2.7% 6.0 1.7% 1.0%

Amortization of development costs (4.4) (1.3%) (3.2) (0.9%) (0.4%)

Restructuring charges - - (0.8) (0.2%) 0.2%

Adjusted R&D expenses, net 31.7 9.7% 26.2 7.5% 2.2%

" Change in absolute percentage points



total worldwide headcount of 1,775 at September 30, 2011,
of which approximately two thirds represents a decrease of
temporary personnel and the balance represents a decre-

ase primarily from contract personnel. The majority of the
headcount reduction and cost savings will occur in 2012. Besi
currently anticipates that it will incur charges not exceeding
approximately € 3 million in connection with the proposed
plan of which approximately € 0.7 million was recorded in
Q4-2011.

Impairment of intangible assets

Besi tests the value of its goodwill and other intangible assets

on its balance sheet according to IFRS on an annual basis or in
the case that a trigger for impairment occurs. No impairment

charges were recorded in 2011 or 2010.

Operating income

Besi reported operating income of € 34.7 million in 2011 as
compared to € 49.9 million in 2010. Set forth below is a table
presenting Besi’s operating income for 2011 and 2010 and as
adjusted for all special charges/income incurred during each
respective period.

(euro in millions) 2011 2010
Operating income 347 49.9
Impairment charge tangible fixed assets - 0.3
Other - 0.2
Restructuring charges 0.7 4.8
Adjusted operating income 35.4 55.2

Besi incurs annual patent and other identifiable asset amorti-
zation charges related to the acquisitions of various product
lines and its capitalization of certain development costs. Such
charges were € 5.0 million in 2011 as compared to € 4.2 mil-
lion in 2010.

Financial income (expense), net

The components of Besi’s financial income (expense), net, for
the years ended December 31, 2011 and 2010, respectively,
were as follows:

(euro in millions) Year ended December 31,

2011 2010
Interest income 0.4 0.3
Interest expense (1.1) (2.8)
Interest income (expense), net (0.7) (2.5)
Foreign exchange gains (losses), net 0.6 0.8
Gain on repurchase of convertible debt - 0.8
Financial income (expense), net (0.1) (2.5)

Besi's financial expense, net, decreased from € 2.5 million

in 2010 to € 0.1 million in 2011 primarily due to reduced
interest expense related to the redemption of its 5.5%
Convertible Notes in June 2011 and foreign exchange gains
resulting from hedging activities in Besi’s principal transactio-
nal currencies.
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Income taxes (benefit)

Besi recorded income taxes of € 7.9 million in 2011 and € 0.1
million in 2010 with effective tax rates of 22.9% and 0.3%,
respectively. The 2011 effective tax rate was substantially
higher than 2010 due to the change in profit mix of Besi’s
European subsidiaries this year and the absence in 2011 of a
€ 10.2 million net tax benefit in 2010 from a re-assessment of
the recoverability of net operating losses at its Esec subsidiary
due to its improved profitability and prospects.

Net income

Besi's net income for 2011 was € 26.7 million as compared
to € 47.3 million in 2010. Set forth below is a table presen-
ting Besi's reported net income for 2011 and 2010 and as
adjusted for all special charges/income incurred during each
respective period.

(euro in millions) 2011 2010
Net income as reported 26.7 47.3
Restructuring charges 0.7 4.8
Impairment charges - 0.3
NOL revaluation - (10.2)
Gain on repurchase of convertible debt - (0.8)
Other - 0.2
Adjusted net income (loss) 27.4 41.6

Besi's net income in 2011 decreased primarily due to a

6.9% year over year revenue decrease, increased operating
expenses and an increase in the effective tax rate from 0.3%
in 2010 t0 22.9% in 2011 partially offset by (i) improved
gross margins due principally to an increased proportion of
higher margin advanced packaging systems in the Company’s
product mix, and (i) lower financial expense, net due to the
redemption of Besi’s 5.5% Convertible Notes and foreign
exchange gains on currency transactions.

Balance sheet, cash flow development and financing

Cash flow

Besi's net cash position (cash and cash equivalents less total
debt and capital lease obligations) increased from € 22.9
million at December 31, 2010 to € 62.7 million at December
31, 2011.

Besi's net cash position improved significantly in 2011 due

primarily to:

e € 48.7 million of cash flow from operations generated
during the period.

e The conversion into shares of € 27.9 million principal
amount of Besi’s 5.5% Convertible Notes.

Increased cash generated in 2011 was partially offset by:
e € 15.1 million of share repurchases.

e € 8.7 million of capitalized development expenses.

¢ Net capital expenditures of € 7.3 million.

e Cash dividends paid to shareholders of € 5.1 million.



Working capital

Besi's working capital excluding cash and debt increased
from € 94.5 million at December 31, 2010 to € 95.6 million
at December 31, 2011 due primarily to a € 20.2 million year
over year reduction in accounts receivable and a € 5.9 million
reduction in inventories, particularly in the second half of
2011 partially offset by decreased accounts payable of € 21.2
million and accrued liabilities of € 5.7 million.

Capital expenditures

Besi's capital expenditures, net of dispositions, were € 7.3
million and € 6.6 million in 2011 and 2010, respectively. Besi’s
capital expenditures in 2011 consisted primarily of production
equipment for its Malaysian facilities and expenditures related
to the deployment of its ERP system. Besi expects capital
expenditures in 2012 of approximately € 10 million focused
primarily on continued upgrading and expansion of its Asian
production capacity.

Financing

In general, Besi funds its operations through available cash
on hand, cash generated from operations and, in some in-
stances, funds the operations of its subsidiaries through inter-
company loans. In addition some of its subsidiaries maintain
lines of credit with various local commercial banks to meet
their internal working capital needs.

The working capital requirements of its subsidiaries are af-
fected by the receipt of periodic payments on orders from

its customers. Although its subsidiaries occasionally receive
partial payments prior to final installation, initial payments
generally do not cover a significant portion of the costs incur-
red in the manufacturing of such systems which requires Besi
to finance its system production either with internal resources
or externally via bank financing.

External financing structure

At December 31, 2011, Besi had € 24.8 million of total
indebtedness outstanding, of which € 23.8 million related to
bank lines of credit and € 1.0 million related to capital and fi-
nancing leases for equipment. Management does not foresee
any issues in refinancing or redeeming its current indebted-
ness outstanding given its cash position of € 87.5 million at
December 31, 2011 relative to its total indebtedness at such
date and cash flow generation prospects for 2012.

Bank lines of credit

At December 31, 2011, Besi and its subsidiaries had available
lines of credit aggregating € 38.8 million, under which € 26.8
million of borrowings were outstanding (of which € 23.7
million related to notes payable to banks). Amounts available
to be drawn under the lines were further reduced by € 0.7
million in outstanding bank guarantees. Interest is charged
at the banks’ base lending rates or Euribor plus an increment
between 0.3% and 1.75%. All its credit facility agreements
include covenants requiring Besi to maintain certain financial
ratios and have no stated contractual maturity. Besi and all of

its applicable subsidiaries were in compliance with all loan co-
venants at December 31, 2011. A summary of Besi's principal
credit lines is as follows:

e € 18.4 million of Besi's credit lines relate to its Datacon
Technology GmbH, Austrian subsidiary and are on a non
recourse basis to the parent company. Consistent with past
practice, Datacon utilizes short-term bank lines of credit,
long-term loans and government-granted loans for export
and research and development activities. The principal
restrictive covenant associated with this bank line is a mini-
mum ratio of equity to total assets.

€ 12.4 million of Besi's credit lines relate to its Asian ma-
nufacturing operations and are secured by a pledge of the
land, buildings, inventories, receivables and other current
and future assets of Besi APac Sdn. Bhd. and are without
recourse to the parent company. A part of the credit line is
also secured by a standby letter of credit issued by the Royal
Bank of Scotland (China) expiring September 30, 2012. The
standby letter of credit is secured by cash pledged by Fico
Tooling Leshan Company Ltd. for the sum of Chinese yuan
26 million for one year from October 14, 2011. The principal
restrictive covenants under the credit lines include a mini-
mum level of tangible net worth, a maximum gearing ratio,
a maximum receivables aging and a requirement that Besi
APac Sdn. Bhd. remains a 100% owned subsidiary of BE
Semiconductor Industries N.V. at all times.

€ 8.0 million of Besi’s credit lines relate to its Dutch subsidia-
ries and are secured by a pledge of inventories and accounts
receivable and a parent company guarantee. The principal
restrictive covenants contained in each Dutch line of credit
include a solvency ratio, a ratio of net cash to EBITDA and a
current ratio, all of which are calculated on a consolidated
Besi level.

Convertible Note redemption

On May 20, 2011, Besi exercised its right to call for early
redemption all of its remaining 5.5% Convertible Notes

due January 2012 (“the Notes”). The Notes were originally
issued in a principal amount of € 46 million, of which € 27.9
million principal amount were outstanding at December 31,
2010 and € 25.2 million were outstanding as of the redemp-
tion notice. On June 17, 2011, Besi announced that all re-
maining holders of the Notes elected to exercise their con-
version rights to receive Besi Ordinary Shares at an adjusted
conversion price of € 4.95 per share in exchange for Notes
outstanding. In total, 5.1 million additional Ordinary Shares
were issued in connection with the Note redemption and
conversion (0.5 million shares were converted prior to the
redemption notice).

Dividends

Due to Besi's earnings and cash flow generation in 2010,
the Board of Management proposed and paid a dividend to
shareholders in Ordinary Shares or in cash equal to € 0.20
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per share in May 2011, which resulted in cash payments to
shareholders of record of € 5.1 million and the issuance of
307,875 shares.

Due to Besi's earnings and cash flow generation in 2011 and
the expansion of its net cash position from its Convertible
Note redemption, the Board of Management has proposed
the payment of a dividend to shareholders equal to € 0.22
per share, either in cash or in shares, for approval at Besi’s
Annual General Meeting in April 2012.

The payments in 2010 and proposed for 2011 represent a
dividend payout ratio relative to net income of approximately
15% and 30%, respectively. Besi will consider the payment
of dividends on an annual basis in the future based upon (i)
a review of its annual and prospective financial performance
and liquidity/financing needs, and (i) a dividend payout ratio
of up to approximately 30%.

Share repurchase program

On May 20, 2011, Besi announced a share purchase program
according to which the Company may buy back up to a maxi-
mum of approximately 3.4 million Ordinary Shares from time
to time until October 2012. The repurchase program has been
implemented in accordance with industry best practices and
in compliance with applicable buyback rules and regulations
and was initiated to help reduce share dilution resulting from
the conversion of the Notes. During 2011, Besi purchased
under this program 3.2 million of its Ordinary Shares at a
weighted average price of € 4.76 per share for € 15.2 million.

Besi believes that its cash position, internally generated funds
and available lines of credit will be adequate to meet its anti-
cipated levels of capital spending, research and development,
working capital and dividend for at least the next twelve
months.



Director’s Statement of BREFRLEILIIRAEE

Director’s Statement of Responsibilities

In accordance with statutory provisions, the director states, to
the best of his knowledge that:

1. The Financial Statements provide a true and fair view of
the assets, liabilities, financial position and result for the
financial year of BE Semiconductor Industries N.V. and its
subsidiaries included in the Consolidated Statements.

2. The Report of the Board of Management provides a true
and fair view of the position at the balance sheet date and
the business conducted during the financial year of Besi
and its subsidiaries, details of which are contained in the
Financial Statements. The Annual Report provides informa-
tion on any material risks to which Besi is exposed.

Richard W. Blickman
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Shareholder

NYSE Euronext Amsterdam Listing
Besi's Ordinary Shares are listed on NYSE Euronext Amsterdam.
The stock symbol is BESI and the ISIN code is NLO000339760.

Besi

2011 2010
Number of Ordinary Shares, net
of shares held in treasury 36,687,068 33,943,901
Average daily turnover 132,079 105,507
Highest closing price (in euro) 7.25 5.04
Lowest closing price (in euro) 3.49 2.65
Year end share price (in euro) 5.12 5.04

OTCQX listing

The shares also trade on NASDAQ OTCQX International (sym-
bol: BESIY). On February 18, 2011, Besi upgraded its New York
Registry Share program to the OTCQX International, the premier
OTC market tier. Investors in Besi's New York shares can find
real-time quotes, disclosure and financial information about
Besi at www.otcgx.com and www.otcmarkets.com.

Besi’s equity structure

At the end of 2011, the number of issued and outstanding
Ordinary Shares was 40,033,921 of which Besi held 3,346,853
shares in treasury. The issued share capital of Besi was incre-
ased in 2011 by approximately 5.6 million shares as a result
of the conversion of its 5.5% Convertible Notes due 2012
and 307,875 shares issued in connection with Besi's May 2011
dividend payment to shareholders.

Besi's authorized share capital consists of 80,000,000 ordinary
shares (“Ordinary Shares”) and 80,000,000 preference shares
("Preference Shares”). Each share (whether Ordinary Share or
Preference Share) carries the right to cast one vote. Resolutions
by the General Meeting of Shareholders require the approval
of an absolute majority of votes validly cast, unless otherwise
required by Dutch law or Besi's articles of association.

As stated on pages 20 and 21 of this Annual Report, the foun-
dation “Stichting Continuiteit BE Semiconductor Industries”
has been granted an option to acquire protective Preference
Shares, which would, if the option were exercised, allow the
foundation to acquire a maximum of 50% of the total issued
capital including the Preference Shares.

Issuance of Ordinary Shares and pre-emptive rights
Ordinary Shares may be issued pursuant to a resolution of the
General Meeting of Shareholders. The General Meeting of
Shareholders may grant the authority to issue Ordinary Shares
to the Board of Management for a maximum period of five
years. After such designation, the Board of Management may
determine the issuance of Ordinary Shares subject to the
approval of the Supervisory Board.

Currently, the General Meeting of Shareholders has delega-

ted its authority to the Board of Management until May 14,

2013, subject to the prior approval of the Supervisory Board,
to issue Ordinary Shares up to a maximum of 10% of the

Information

Ordinary Shares included in Besi’s share capital, increased with
an additional 10% if the issue takes place in connection with
a merger or acquisition.

Shareholders have a pro-rata pre-emptive right of subscription
to any Ordinary Shares issued for cash, which right may be
limited or excluded. Shareholders have no pro-rata pre-emp-
tive subscription right with respect to (i) any Ordinary Shares
issued for contributions other than cash, (ii) any issuance of
Preference Shares, or (iii) Ordinary Shares issued to employ-
ees. On the basis of a designation by the General Meeting
of Shareholders, the Board of Management has the power,
subject to approval of the Supervisory Board, to limit or ex-
clude shareholder pre-emptive rights through May 14, 2013.
The designation may be renewed for a maximum period of
five years. In the absence of such designation, the General
Meeting of Shareholders has the power to limit or exclude
such pre-emptive rights.

Issuance of Preference Shares

The provisions in Besi’s articles of association for the issuance
of Preference Shares are similar to the provisions for the
issuance of Ordinary Shares described above. However, an
issuance of Preference Shares will require prior approval of
the General Meeting of Shareholders if it would result in an
outstanding amount of Preference Shares exceeding 100% of
the outstanding amount of Ordinary Shares and the issuance
is effected pursuant to a resolution of a corporate body other
than the General Meeting of Shareholders, such as the Board
of Management. Furthermore, within two years after the
first issuance of such Preference Shares, a General Meeting
of Shareholders will be held to determine the repurchase or
cancellation of the Preference Shares. If no such resolution is
adopted, another General Meeting of Shareholders with the
same agenda must be convened and held within two years
after the previous meeting and this meeting will be repeated
until no Preference Shares are outstanding. This procedure
does not apply to Preference Shares that have been issued
pursuant to a resolution by, or with the prior approval of, the
General Meeting of Shareholders.

In connection with the issuance of Preference Shares, it may
be stipulated by the Board of Management that an amount
not exceeding 75% of the nominal amount ordinarily payable
upon issuance of shares may be paid only if the Company
requests payment.

The Foundation

Under the terms of an agreement entered into in April 2002
between the Company and the Stichting Continuiteit BE
Semiconductor Industries (the “Foundation”), the Foundation
has been granted a call option, pursuant to which it may
purchase a number of Preference Shares up to a maximum
of the total number of outstanding Ordinary Shares. This

call option agreement was revised in May 2008 to comply
with applicable laws. The purpose of the Foundation is to
safeguard the Company’s interests, the enterprise connected
therewith and all the parties having an interest therein and to



exclude as much as possible influences which could threaten,
among other things, the Company’s continuity, independence
and identity. Until the call option is exercised by the Foundati-
on, it can be revoked by the Company, with immediate effect.
The aim of the Preference Shares is, amongst other things,

to provide a protective measure against unfriendly take-over
bids and other possible influences that could threaten the
Company’s continuity, independence and identity, including,
but not limited to, a proposed resolution to dismiss the Super-
visory Board or the Board of Management.

The Foundation was established in April 2000. The board of
the Foundation consists of five members, four of whom are
independent of Besi and one of whom is a member of the
Supervisory Board. Please refer to the chapter “Other Infor-
mation” for additional information on the Foundation and its
board members.

Voting rights

Each share (whether Ordinary Share or Preference Share)
carries the right to cast one vote. Resolutions by the General
Meeting of Shareholders require the approval of an absolute
majority of votes validly cast, unless otherwise required by
Dutch law or Besi’s articles of association.

Repurchase and cancellation of shares

Pursuant to a resolution by the Board of Management, the
Company may repurchase any class of shares in its own capi-
tal subject to certain provisions of Dutch law and its articles
of association, if (i) shareholders’ equity less the payment
required to make the acquisition does not fall below the sum
of the paid-up and called part of the issued share capital

and any reserves required by Dutch law or Besi’s articles of
association, and (ii) the Company and its subsidiaries would
thereafter not hold shares with an aggregate nominal value
exceeding 50% of the Company’s issued share capital. Shares
held by the Company or any of its subsidiaries will have no
voting rights and the Company may not receive dividends

on shares it holds of its own capital. Any such purchases are
subject to the approval of the Supervisory Board and may only
take place if the General Meeting of Shareholders has gran-
ted the Board of Management the authority to effect such
repurchases, which authorization may apply for a maximum
period of 18 months. The Board of Management is currently
authorized to repurchase up to 10% of its issued share capital
through October 28, 2012.

Upon a proposal of the Board of Management and approval
of the Supervisory Board, the General Meeting of Sharehol-
ders has the power to decide to cancel shares acquired by
the Company or to reduce the nominal value of the Ordinary
Shares. Any such proposal is subject to the relevant provisions
of Dutch law and Besi’s articles of association.

Change of control provisions in significant
agreements

As of December 31, 2011, there was no change of control
provision contained in any of Besi’s material agreements.

Dividend policy

In the event sustainable profit levels throughout a business
cycle are demonstrated, the Board of Management will consi-
der the payment of dividends in light of the prevailing market
outlook, Besi's strategy, market position and liquidity situation
as well as the Company’s acquisition strategy. Due to Besi’s
earnings and cash flow generation in 2010, the Board of
Management proposed and paid a dividend to shareholders
in Ordinary Shares equal to € 0.20356 per share or in cash
equal to € 0.20 per share in May 2011, which resulted in cash
payments to shareholders of record of € 5.1 million and the
issuance of 307,875 shares at a price of € 6.01 per share.

Due to Besi's earnings and cash flow generation in fiscal
2011, the Board of Management has proposed the payment
of a dividend to shareholders equal to € 0.22 per share, either
in cash or in shares, for approval at Besi's General Meeting of
Shareholders in April 2012.

The payments in 2010 and proposed for 2011 represent a
dividend payout ratio relative to net income of approximately
15% and 30%, respectively. Besi will consider the payment
of dividends on an annual basis in the future based upon (i)
a review of its annual and prospective financial performance
and liquidity/financing needs, and (ii) a dividend payout ratio
of up to approximately 30%.

5% ownership interests in the Ordinary Shares
Under the Dutch Financial Supervision Act (Wet op het
financieel toezicht, “Wft"), the following parties/persons have
notified the Netherlands Authority for the Financial Markets
(Autoriteit Financiéle Markten, or “AFM") of their interests:

A. Strating

Notification effective May 19, 2009 10.13%
Delta Lloyd N.V.

Notification effective May 6, 2011 9.51%
D. Lindenbergh

Notification effective December 19, 2008 6.62%'
Darlin N.V.

Notification effective December 19, 2008 5.86%
Via Finis Invest B.V.

Notification effective June 10, 2008 5.52%
Project Holland Beheer B.V.

Notification effective June 29, 2011 5.25%
BE Semiconductor Industries N.V.

Notification effective August 16, 2011 5.12%
J.N.A. van Caldenborgh

Notification effective April 29, 2010 5.00%

' Furthermore, on June 7, 2011, Mr Lindenbergh in his position as member of the
Supervisory Board of Besi, notified the AFM about the conversion of his € 1,200,000
Convertible Notes into 242,424 Besi Ordinary Shares. In total, Mr Lindenbergh holds
2,242,424 shares as of December 31, 2011. Based on the number of Besi shares
issued as of December 31, 2011 (40,033,921 shares), this holding represents 5.60%

of the total shares issued. See also page 81of the Financial Statements.
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A list of ownership interests in the Company of 5% or more
can be found on the AFM website: www.afm.nl.

There have been no transactions between the Company and
A. Strating, who has an ownership interest exceeding 10% of
the Ordinary Shares.

Liquidity providers

ING Securities Services, Rabobank N.V. and SNS Securities
N.V. act as market makers for Besi's shares on NYSE Euronext
Amsterdam.

Analysts

The following sell side analysts cover Besi's shares:
ABN AMRO Bank N.V. - Robin van den Broek
Canaccord Genuity Inc. - Bob Burleson

ING Bank N.V. - Niels de Zwart

SNS Securities N.V. - Victor Bareno

Investor relations

Besi uses a range of activities to initiate and maintain contacts
with investors. After publication of its annual and quarterly
results, road shows are held in the Netherlands and other
countries to meet existing and potential new institutional
investors. Besi is represented at these road shows by either
the CEO or the Senior Vice President Finance. Planned road
shows can be found on the Besi website, where the presen-
tations given are also available. Contacts with institutional
investors are further maintained by means of conference
calls, conferences organized by brokers and Euronext and by
investor visits to Besi. A total of 85 meetings with institutional
investors were held in 2011 including road shows, conference
calls and broker conferences.

Important investor relations dates in 2012 that are currently
planned (subject to change) are as follows:

April 25, 2012 Annual General Meeting of Shareholders,
to be held at Besi in Duiven at 2.00 p.m.

April 25, 2012 2012 first quarter results

July 26, 2012 2012 second quarter results

October 23, 2012 2012 third quarter results

February 2013 2012 fourth quarter and annual results

Prevention insider trading

In view of its share listing on NYSE Euronext Amsterdam,

Besi is required to prevent the use of inside information by

its Supervisory Board, the Board of Management, and other
specified persons who have access to price-sensitive informa-
tion, including key staff members. The group of persons to
whom this applies, have agreed in writing to observe the Besi
code of conduct regarding the reporting and regulation of
transactions in Besi securities (and other designated securities)
and treatment of price-sensitive information. Besi has appoin-
ted a compliance officer who is responsible for monitoring
compliance with its code of conduct and communicating
with the AFM.

Besi Incentive Plan

Besi may grant performance shares on an annual conditional
basis to members of the Board of Management, executive
employees and officers under the current Besi Incentive Plan.
Further information on this subject is given on pages 74 to 77
of this Annual Report.

Besi share price development
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Risks and Risk Manag ek

Risk management is becoming an increasingly important part
of doing business in today’s world. Over the past five years,
the importance of risk management and control systems

has grown substantially for Besi as result of its increased size
and complexity, changing market conditions and substantial
expansion of its business operations outside of Europe. In
addition, Besi's risk management system has been designed to
address and help limit the risk factors described commencing
on page 24. In 2011, the most important components of
Besi’s internal risk management and control system were:

e An extensive and documented process for preparing its an-
nual budget, quarterly estimates and reports of its monthly
financial and non-financial information compared with the
budgeted and quarterly estimated information.

e Monthly business reviews with product group and pro-
duction site managers with respect to their monthly and
quarterly bookings, revenues, backlog, working capital and
results of operations, together with discussions of general
market, economic, technological and competitive develop-
ments.

e Quarterly documentation and analysis of its key risks and
the development and controlling of such risks.

e Weekly reviews of its business, operations, cash and inven-
tory development.

e Its compliance with finance and controlling guidelines go-
verning its financial accounting and reporting procedures.

e Its compliance with internal controls over financial reporting
that is implemented in all significant operating companies.

e Regular management review of key staff development.

e Regular analyses of operational risks at the subsidiary level.

e Regular analyses of Besi’s capital structure, financing requi-
rements, tax position and transfer pricing system.

All material findings that result from Besi’s internal risk ma-

nagement and control system are discussed with the Super-

visory Board and Audit Committee, including:

¢ Development of Besi’s bookings, revenues, backlog, results
of operations and balance sheet versus budget as well as
developments in the global economy and semiconductor
assembly market and their impact on its financial results.

e The progress of Besi's ongoing restructuring and cost
reduction efforts.

e The status of Besi's key customer relationships.

e An analysis of orders lost to competitors and the develop-
ment of Besi's competitors' business.

e Material development in Besi’s research and development
function.

e Foreign currency exchange rate developments.

e Status of its current corporate governance procedures.

In addition to internal controls over financial reporting, the
operation of the internal control system over financial repor-
ting is also assessed by the external auditor in the context of
the audit of the annual Financial Statements. The results of
this audit are discussed with the Board of Management and
the Audit Committee of the Supervisory Board.
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In addition, Besi's operations are also governed by a set of
guidelines and instructions governing the following topics:
e Code of Conduct

¢ Whistleblower procedure

e Guidelines regarding authorizations

e Reporting of fraudulent activities

e Hedging of financial risks

¢ Internal financial reporting

¢ Transfer pricing

Insurance policies are in place to cover the typical business
risks associated with Besi’s operations. These policies are revie-
wed every year. Besi's policies regarding foreign currency hed-
ging, interest rate, credit, market and liquidity risks are further
described in the Financial Statements on pages 82 to 87.

Besi continues to improve its formal documentation of its
risk management system. In 2011, Besi formally documented
its key risks and controls in its operations as per corporate
governance guidelines as well as allocating responsibility for
management of the relevant risks to appropriate Besi senior
personnel. In addition, Besi's Code of Conduct and Whistle-
blower procedures were updated during the year.

Based on the actions above, there are no indications that Besi's
risk management system did not function properly in 2011.

Besi’'s revenues and results of operations depend
in significant part on demand for semiconductors,
which is highly cyclical.

Besi's customers’ capital expenditures for semiconductor
manufacturing equipment depend on the current and antici-
pated market demand for semiconductors and products using
semiconductors. The semiconductor industry is highly cyclical
and has suffered significant downturns at various times.
These downturns have involved periods of production over-
capacity, oversupply, reduced prices and decreased revenues,
and moreover have been regularly associated with substantial
reductions in capital expenditures for semiconductor facilities
and equipment. During 2008 and 2009, Besi experienced a
severe and protracted industry downturn which materially
and adversely affected its revenue, results of operations and
backlog. Due to the lead times associated with the production
of semiconductor equipment, a rise or fall in the level of sales
of semiconductor equipment typically lags any downturn or
recovery in the semiconductor market by approximately nine
to twelve months. This cyclicality has had, and is expected to
continue to have, a direct adverse effect on Besi’s revenues,
results of operations and backlog. Downturns in the industry
can be severe and protracted and will continue to adversely
affect Besi's revenues, results of operations and backlog.

Besi’s business and results of operations may be
negatively affected by general economic and
financial market conditions.

The world's financial markets experienced significant turmoil
in 2008 and 2009, resulting in reductions in available credit,

dramatically increased costs of credit, extreme volatility in
security prices, changes to existing credit terms, rating down-
grades of investments and reduced valuations of securities
generally. In light of such economic conditions, certain of
Besi’s customers reduced their spending plans, leading them
to draw down their existing inventory and cancel or reduce
anticipated orders for semiconductor equipment. Besi's order
backlog, profit and liquidity position in 2008 and 2009 were
materially adversely affected by this global economic and
financial market turmoil which greatly reduced demand from
both IDMs and subcontractors for Besi's assembly equipment
as many customers deferred spending on new assembly tech-
nologies and opted to retrofit/extend current capacity instead
of ordering additional assembly production capacity.

In 2010 and 2011, sovereign debt concerns involving euro
zone countries significantly adversely affected global eco-
nomic conditions which, in turn, had a negative impact on
demand for semiconductor devices and semiconductor manu-
facturing equipment. As a result, Besi experienced declining
orders, backlog and profitability in the second half of each of
2010 and 2011, respectively.

In addition, Besi's suppliers may also be adversely affected by
economic and financial market conditions that may impact
their ability to provide important components that are used in
its manufacturing processes on a timely basis, or at all.

Future economic downturns could adversely affect Besi's
customers and suppliers which would in turn have an impact
on its business and financial condition.

Besi’s business includes significant operations in
Europe. Disruptions to European economies could
have a material adverse effect on Besi’s operations,
financial performance, share price and access to
credit markets.

The financial markets remain concerned about the ability of
certain European countries, particularly Greece, Ireland and
Portugal, but also other larger euro zone economies such as
Spain and Italy, to finance their deficits, service growing debt
burdens and refinance current debt maturities amidst difficult
economic conditions and increasing interest rates being de-
manded by the market place for their sovereign debt. Global
markets are also concerned as to the possible contagion
effects of a default by a European sovereign issuer, its impact
on economic growth in emerging markets and other develo-
ped markets and its impact on corporations’ abilities to access
credit and capital markets. This loss of confidence has led to
rescue measures being implemented for Greece, Ireland and
Portugal by euro zone countries, the European Central Bank
and the International Monetary Fund. Active discussions are
also in progress to restructure Greece’s sovereign debt to help
maintain that country’s solvency. In addition, the credit ratings
of many euro zone countries have been downgraded by the
major rating agencies recently reflecting investor concerns as
to the current and future health of the region.



The actions taken by more financially secure euro zone
countries as a pre condition to providing rescue packages,
and by other countries to reduce deficits and deal with debt
service requirements in their own economies, have resulted in
increased political discord within and among euro zone coun-
tries and austerity measures being adopted to help reduce
current fiscal deficits. The interdependencies among European
economies and financial institutions have also exacerbated
concerns regarding the stability of European financial markets
generally and certain sovereign issuers and individual financial
institutions in particular.

Given the scale of its European operations and scope of its
relationships with clients and counterparties, Besi's results of
operations and financial condition could be materially and ad-
versely affected by persistent disruptions in European financial
markets, the attempt of a country to abandon the euro, the
effects of austerity measures on euro zone economies, the fai-
lure of a significant European financial institution, even if not
an immediate counterparty to Besi, persistent weakness in the
value of the euro and the potential adverse impact on global
economic growth and capital markets if euro zone issues
spread to other parts of the world as a result of the default of
a euro zone sovereign or corporate issuer.

Besi’s revenues and operating results fluctuate

significantly.

Besi's quarterly revenues and operating results have varied

in the past and may continue to fluctuate in the future. Besi

believes that period-to-period comparisons of its operating re-

sults are not necessarily indicative of future operating results.

Factors that have caused Besi's operating results to fluctuate

in the past and which are likely to affect them in the future,

many of which are beyond its control, include the following:

¢ The volatility of the semiconductor industry.

e The length of sales cycles and lead-times associated with
Besi's product offerings.

¢ The timing, size and nature of Besi’s transactions.

e Besi's ability to scale its operations consistent with the
demand for its products.

e The market acceptance of new products or product
enhancements by Besi or its competitors.

e The timing of new personnel hires and the rate at which
new personnel becomes productive.

e Changes in pricing policies by Besi’s competitors.

e Changes in Besi's operating expenses.

e The success of Besi's research and development projects.

e Besi’s ability to adequately protect its intellectual property.

¢ Besi's ability to integrate any future acquisitions.

e Besi’s ability to adjust production capacity on a timely basis
to meet customer demand.

¢ The ability of Besi's suppliers to meet its needs for products.

¢ The fluctuation of foreign currency exchange rates.

Because of these factors, investors should not rely on quarter-
to-quarter comparisons of Besi's results of operations as an
indication of future performance. In future periods, Besi's

results of operations could differ from estimates of public
market analysts and investors. Such discrepancies could cause
the market price of its securities to decline.

Besi’s backlog at any particular date may not be
indicative of its future operating results.

Besi's backlog was € 50.6 million at December 31, 2011.
The orders in Besi's backlog are subject to cancellation by the
customer at any time upon payment of a negotiated charge.
During market downturns, semiconductor manufacturers
historically have cancelled or deferred additional equipment
purchases. In the 2008 and 2009 downturn, Besi‘s backlog
declined by approximately 47% between year end 2007

and 2008. As a result of the 2011 industry downturn, Besi’s
backlog declined by € 25.8 million, or 34% between year
end 2010 and 2011. In addition, because of the possibility
of changes in delivery schedules, cancellations of orders and
delays in product shipments, Besi’s backlog at any particular
date may not be representative of actual revenues for any
succeeding period. Besi’s current and future dependence on
a small number of customers increases the revenue impact of
each customer’s delay or deferral activity.

Besi may not be able to adjust its costs and
overhead levels quickly enough to offset revenue
declines that it may experience in the future.

Besi’s business is characterized by high fixed cost levels,
including personnel costs, facility costs and general adminis-
trative costs, as well as expenses related to maintenance of its
manufacturing equipment. Besi's expense levels in future peri-
ods will be based, in large part, on its expectations regarding
future revenue sources and, as a result, its operating results
for any given period in which material orders fail to occur, are
delayed or deferred could vary significantly. Due to the nature
of such fixed costs, Besi may not be able to reduce its fixed
costs sufficiently or in a timely manner to offset any future re-
venue declines. Besi's inability to align revenues and expenses
in a timely and sufficient manner will have an adverse impact
on its gross margins and results of operations.

Because of the lengthy and unpredictable sales cycle

for its products, Besi may not succeed in closing

transactions on a timely basis, if at all, which could

adversely affect its revenues and operating results.

The average selling price for a substantial portion of Besi's

equipment exceeds € 250,000, and as a result of such poten-

tial investment size, the sales cycles for these transactions are

often lengthy and unpredictable. Factors affecting the sales

cycle include:

e Customers’ capital spending plans and budgetary
constraints.

e The timing of customers’ budget cycles.

e Customers’ internal approval processes.

RISKS AND RISK MANAGEMENT

These lengthy sales cycles may cause Besi's revenue and
results of operations to vary from period to period and it may
be difficult to predict the timing and amount of any variati-
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ons. Besi may not succeed in closing such large transactions
on a timely basis or at all, which could cause significant varia-
bility in its revenue and results of operations for any particular
period.

A limited number of customers have accounted for
a significant percentage of Besi’s revenues, and its
future revenues could decline if it cannot maintain
or replace these customer relationships.

Historically, a limited number of Besi’s customers has accoun-
ted for a significant percentage of its revenues. In 2011,

Besi’s three largest customers accounted for approximately
22.6% of its revenue, with the largest customer accounting
for approximately 9.9% of its revenue. Besi anticipates that
its results of operations in any given period will continue to
depend to a significant extent upon revenues from a relatively
small number of customers. In addition, Besi anticipates that
the identity of such customers will continue to vary from year
to year, so that the achievement of its long-term goals will
require the maintenance of relationships with Besi’s existing
clients and obtaining additional customers on an ongoing
basis. Besi’s failure to enter into, and realize revenue from

a sufficient number of customers during a particular period
could have a significant adverse effect on Besi's revenues.

In addition, there are a limited number of customers world-
wide interested in purchasing semiconductor manufacturing
equipment. As a result, if only a few potential customers were
to experience financial difficulties, or file for bankruptcy pro-
tection, the semiconductor equipment manufacturing market
as a whole, and Besi’s revenues and results of operations
specifically, could be negatively affected. Furthermore, there
has been, and Besi expects that there will continue to be,
consolidation within the semiconductor industry, resulting in
even fewer potential customers for its products and services,
and, more significantly, the potential loss of business from
existing customers that are party to a merger if the combined
entity decides to purchase all of its equipment from one of
Besi’'s competitors. Further industry consolidation could result
in additional negative consequences to Besi, including incre-
ased pricing pressure, increased demands from customers for
enhanced or new products, greater sales and promotional
costs and the potential for increased oversight from regula-
tory agencies. Any of the foregoing events would have an
adverse impact on Besi’s business and results of operations.

Besi may fail to compete effectively in its market.
Besi faces substantial competition on a worldwide basis from
established companies based in Japan, Korea, Singapore,
China, various other Pacific Rim countries and the United
States, many of which have greater financial, engineering, ma-
nufacturing and marketing resources, than Besi does have. Besi
believes that once a semiconductor manufacturer has decided
to buy semiconductor assembly equipment from a particular
vendor, the manufacturer often continues to use that vendor’s
equipment in the future. Accordingly, it is often difficult to
achieve significant sales to a particular customer once another

vendor’s products have been installed. Furthermore, some com-
panies have historically developed, manufactured and installed
back-end assembly equipment internally, and it may be difficult
for Besi to sell its products to these companies.

Besi's ability to compete successfully in its markets depends

on a number of factors both within and outside its control,

including:

e Price, product quality and system performance.

e Ease of use and reliability of Besi's products.

e Manufacturing lead times, including the lead times of Besi's
subcontractors.

e Cost of ownership.

e Success in developing or otherwise introducing new products.

e Market and economic conditions.

If Besi fails to compete effectively based upon these or other
factors, its business and results of operations could be adver-
sely affected.

Besi must introduce new products in a timely
fashion and is dependent upon the market accep-
tance of these products.

Besi's industry is subject to rapid technological change and
new product introductions and enhancements. The success
of Besi's business strategy and results of operations are largely
based upon accurate anticipation of customer and market
requirements. Besi's ability to implement its overall strategy
and remain competitive will depend in part upon its ability

to develop new and enhanced products, introduce them at
competitive price levels and gain market acceptance. Besi
must also accurately forecast commercial and technical trends
in the semiconductor industry so that its products provide

the functions required by Besi’s customers and are configured
for use in their facilities. Besi may not be able to respond
effectively to technological changes or to specific product an-
nouncements by competitors. As a result, the introduction of
new products embodying new technologies or the emergence
of new or enhanced industry standards could render Besi's
existing products uncompetitive from a pricing standpoint,
obsolete or unmarketable.

In addition, Besi is required to invest significant financial
resources in the development of new products or upgrades to
existing products and in its sales and marketing efforts before
such products are made commercially available and before
Besi is able to determine whether they will be accepted by the
market. Revenue from such products will not be recognized
until long after Besi has incurred the costs associated with de-
signing, creating and selling such products. In addition, due to
the rapid technological changes in Besi’s market, a customer
may cancel or modify a product before it begins manufacture
of the product and receives revenue from the customer. While
Besi does impose a fee when its customers cancel an order,
that fee may not be sufficient to offset the costs Besi incurred
in designing and manufacturing such product. In addition,
the customer may refuse or be unable to pay the cancellation



fee Besi assesses. It is difficult to predict with any certainty the
frequency with which customers will cancel or modify their
projects, or the effect that any cancellation or modification
would have on Besi’s results of operations.

Besi cannot provide any assurance that it will be successful
in developing new or enhanced products in a timely manner
or that any new or enhanced products that it introduces will
achieve market acceptance.

Besi is largely dependent upon its international
operations.

Besi has manufacturing and/or sales and service facilities and
personnel in the Netherlands, Austria, Malaysia, Korea, Hong
Kong, Singapore, Japan, China, the Philippines, Taiwan, Swit-
zerland and the United States. Its products are marketed, sold
and serviced worldwide. In addition, more than 50% of its
employees are located currently in facilities outside of Europe.

Besi's operations are subject to risks inherent in international

business activities, including, in particular:

e General economic, credit, banking and political conditions
in each country.

e The overlap of different tax structures.

¢ Management of an organization spread over various
countries.

e Currency fluctuations, which could result in increased
operating expenses and reduced revenues.

e Greater difficulty in accounts receivable collection and
longer collection periods.

e Difficulty in enforcing or adequately protecting Besi’s
intellectual property in foreign jurisdictions.

e Unexpected changes in regulatory requirements, compliance
with a variety of foreign laws and regulations.

¢ Import and export licensing requirements, trade restrictions
and changes in tariff and freight rates.

In addition, each region in the global semiconductor equip-
ment market exhibits unique characteristics that can cause
capital equipment investment patterns to vary significantly
from period to period.

Besi’s use of global and diverse information tech-
nology systems and centralized IT data centre could
result in ineffective or inefficient business manage-
ment and could expose it to threats to the security
of its data resources.

Besi currently utilizes a variety of information technology
("IT") systems to run its global operations. At present, Besi's
operations rely on a range of different software systems

to manage its sales, administrative and production functi-
ons. Some of these systems are proprietary and others are
purchased from third party vendors. In addition, some of
these systems are maintained on site by Besi’s personnel while
others are maintained off-site by third-parties. Besi plans

to further roll out an ERP system on a phased basis throug-
hout the organization that will provide it with a more open,

=
=
w
=
w
v
<
z
<
=

g S K




standardized and cost-effective IT environment which will
allow Besi to unify many of its global systems and procedu-
res. Implementation of ERP software is a process that often
involves a significant resource commitment and is subject to
a number of risks. Additionally, some projects are managed
by third parties, and Besi may have limited insight into issues
relating to the specific project. Besi cannot exclude the pos-
sibility that implementation projects may take longer than
planned, that shortages of trained consultants or resources
for development may occur, or that the costs may exceed the
fees it had planned for software implementation.

Furthermore, Besi believes that there has been a global increase
in IT security threats and higher levels of professionalism in
computer crime, posing a greater risk to the confidentiality,
availability, distribution and integrity of its internal data and
information. Besi relies on commercially available systems,
software, tools and monitoring to provide security for the pro-
cessing, transmission and storage of confidential information.
Nevertheless, there can be no assurance that Besi's internal
data will not be compromised in the future. Improper activities
by third parties, advances in computer and software capabili-
ties and encryption technology, new tools and discoveries and
other events or developments may facilitate or result in the
compromise or breach of Besi’s IT systems. Any such compromi-
se or breach could cause interruptions in Besi's operations, da-
mage to its reputation, violation of applicable laws, regulations,
orders and agreements, and subject the Company to additional
costs and liabilities which could be material.

Many IT services are centralized in Besi's IT centre in Radfeld,
Austria. This data centre could be subject to disruption for a
variety of reasons, including work stoppages, fire, flooding or
other natural disasters. Besi cannot ensure that an alternative
IT data centre would be available on a timely basis if a major
disruption occurred. Such a disruption could have a material
adverse affect on Besi‘s business, financial condition and
results of operations.

Besi’s results of operations have in the past

and could in the future be affected by currency
exchange rate fluctuations.

The percentage of its consolidated net revenue, which is
represented by US dollar or US dollar-linked currencies,
amounted to approximately 63% of total revenue in the year
ended December 31, 2011, whereas revenue denominated

in euro amounted to approximately 36% and approximately
1% in other currencies. Approximately 37% of Besi's costs
and expenses were denominated in euro, approximately 32%
were denominated in Swiss francs, approximately 21% were
denominated in Malaysian ringgits and approximately 10%
were denominated in other currencies for such period. As a
result, Besi's results of operations could be adversely affected
by fluctuations in the value of the euro against the US dollar,
Swiss franc and Malaysian ringgit. Over the past five years,
the value of the US dollar has declined significantly in compa-
rison with the euro which has adversely affected Besi's results



of operations. Besi’s currency exposure to the Swiss franc
commenced on a material basis with the acquisition of Esec in
April 2009. In 2011, Besi experienced a significant increase in
its costs and expenses due to a 12.2% average increase in the
value of the Swiss franc versus the euro.

Besi seeks to manage its exposure to such fluctuations in part
by hedging firmly committed sales contracts denominated

in US dollars. While Management will continue to monitor

its exposure to currency fluctuations and may use financial
hedging instruments to minimize the effect of these fluctua-
tions, Besi cannot assure that exchange rate fluctuations will
not have a material adverse effect on its results of operations
or financial condition.

Besi’s principal competitors are domiciled in countries utilizing
primarily US dollars and/or Japanese yen as their principal cur-
rencies for the conduct of their operations. Besi believes that
a decrease in the value of the US dollar and US dollar-linked
currencies or Japanese yen in relation to the euro could lead
to intensified price-based competition in its markets resulting
in lower prices and margins and could have a negative impact
on its business and results of operations.

If Besi fails to continue to attract and retain quali-
fied personnel, its business may be harmed.

Besi's future operating results depend in significant part upon
the continued contribution of its senior executive officers and
key employees, including a number of specialists with advan-
ced university qualifications in engineering, electronics and
computing. In addition, Besi’s business and future operating
results depend in part upon its ability to attract and retain
other qualified management, technical, sales and support per-
sonnel for operations. Besi believes that its ability to increase
the manufacturing capacity of its subsidiaries has from time
to time been constrained by the limited number of such skil-
led personnel. Competition for such personnel is intense, and
Besi may not be able to continue to attract and retain such
personnel. The loss of any key executive or employee or the
inability to attract and retain skilled executives and employees
as needed could adversely affect Besi’s business, financial
condition and results of operations.

Besi may acquire or make investments in compa-
nies or technologies, any of which could disrupt
its ongoing business, distract its Management and
employees, increase its expenses and adversely
affect its results of operations.

As part of its growth strategy, Besi may from time to time
acquire or make investments in companies and technologies.
Besi could face difficulties in integrating personnel and opera-
tions from the acquired businesses or technology and in retain-
ing and motivating key personnel from these businesses. In
addition, these acquisitions may disrupt Besi’s ongoing opera-
tions, divert management resources and attention from day-
to-day activities, increase its expenses and adversely affect its
results of operations. In addition, these types of transactions

often result in charges to earnings for items such as the amorti-
zation of intangible assets or in-process research and develop-
ment expenses. Any future acquisitions or investments in com-
panies or technologies could involve other risks, including the
assumption of additional liabilities, dilutive issuances of equity
securities, the utilization of its cash and the incurrence of debt.

Besi may incur additional restructuring charges of
a material nature that could adversely affect its
results of operations.

Commencing in 2007, Besi has undergone an organizational
transformation which has involved a series of related restruc-
turing efforts and initiatives designed to reduce its cost struc-
ture, increase its profitability and enhance its competitive
position. Between 2007 and 2011, Besi incurred restructu-
ring charges aggregating € 21.1 million. There can be no
assurance that Besi's restructuring efforts will achieve the
benefits it seeks, including a decreased cost base, without
placing additional burdens on its management, design and
manufacturing teams and operations. In addition, Besi may,
in the future, incur restructuring charges in excess of amounts
currently estimated for these restructuring efforts. In addition,
Besi may engage in additional restructuring efforts which
could result in additional charges in the future. Restructuring
charges have adversely affected, and could in the future con-
tinue to adversely affect, Besi's results of operations for the
periods in which such charges have been, or will be, incurred.

Besi may be subject to financial and market risk
in retiring or refinancing its debt obligations as
per the terms and conditions of its indebtedness
outstanding.

At December 31, 2011, Besi had a total of € 24.8 million of
bank debt and lease obligations outstanding. € 23.7 million
were represented by borrowings under Besi’s lines of credit
which are due and payable upon demand by the lending insti-
tution and € 1.0 million were represented by financial leases
including the current portion with maturity dates until 2015.
At such date, Besi had cash and cash equivalents of € 87.5
million and excess borrowing capacity under its available lines
of credit of € 11.3 million.

In 2011, Besi generated € 49.1million in cash to fund its wor-
king capital, capital spending, capitalized development expen-
ces and debt service requirements. In contrast, Besi had a cash
flow deficit of € 26.5 million in 2009. Besi’s ability to service
and/or refinance its indebtedness could be materially and adver-
sely affected if it were to generate cash flow deficits compara-
ble to those generated in 2009 for an extended period of time
and/or it required substantial amounts of additional working
capital to finance increased sales levels. In addition, net losses
resulting from any renewed semiconductor industry downturn
could place Besi in violation of its principal covenants with its
current bank lending institutions, which if not waived, could
result in an acceleration of such indebtedness. In addition, any
return to turmoil in global banking and financial markets similar
to 2008 and 2009 could make it difficult for Besi to refinance
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its lines of credit in a timely manner and on terms and conditi-
ons that would be commercially acceptable to Besi.

Any significant disruption in Besi’s operations
could reduce the attractiveness of its products and
result in a loss of customers.

The timely delivery and satisfactory performance of Besi’s
products are critical to its operations, reputation and ability
to attract new customers and retain existing customers. Besi’s
administrative, design and manufacturing systems are located
all over the world, including locations in the Netherlands,
Malaysia, Philippines, Austria, China, Switzerland and the
United States. Some of Besi’s facilities are in locations that
have experienced severe weather conditions, fire, natural
disasters, political unrest and terrorist incidents. If the operati-
ons at any of its facilities are damaged or destroyed as a result
of any of the foregoing, or as a result of other factors, Besi
could experience interruptions in its service, delays in product
deliveries and Besi would likely incur additional expense in
arranging new facilities, which may not be available to us

on timely or commercially reasonable terms, or at all. Any
interruptions in Besi’s operations or delays in delivering its
products could harm its customer relationships, damage its
brand and reputation, divert its employees’ attention, reduce
its revenue, subject it to liability and cause customers to
cancel their orders, any of which could adversely affect Besi's
business, financial condition and results of operations. It is
unclear whether Besi’s insurance policies would adequately
compensate it for any losses that it may incur as the result of
a service disruption or delay.

Besi may not be able to protect its intellectual pro-
perty rights, which could make it less competitive
and cause it to lose market share.

Although Besi seeks to protect its intellectual property rights
through patents, trademarks, copyrights, trade secrets,
confidentiality and assignment of invention agreements and
other measures, it cannot assure you that it will be able to
protect its technology adequately, that Besi's competitors will
not be able to develop similar technology independently, that
any of Besi's pending patent applications will be issued, or
that intellectual property laws will protect Besi’s intellectual
property rights. In addition, Besi operates internationally and
intellectual property protection varies among the jurisdictions
in which it conducts business. Litigation may be necessary in
order to enforce Besi's patents, copyrights or other intellectual
property rights, to protect its trade secrets, to determine the
validity and scope of the proprietary rights of others or to
defend against claims of infringement. Litigation could result
in substantial costs and diversion of resources, distract Besi’s
Management from operating the business and could have a
material adverse effect on its business and operating results.
Due to the competitive nature of its industry, it is unlikely that
Besi could increase its prices to cover such costs.

In addition, third parties may seek to challenge, invalidate
or circumvent any patent issued to Besi, the rights granted

under any patent issued to Besi may not provide competitive
advantages and third parties may assert that Besi’s products
infringe patent, copyright or trade secrets of such parties. In
addition, third parties may challenge, invalidate or circumvent
technology which Besi licenses from third parties. If any party
is able to successfully claim that Besi’s creation or use of pro-
prietary technology infringes upon their intellectual property
rights, Besi may be forced to pay damages. In addition to any
damages Besi may have to pay, a court could require Besi to
stop the infringing activity or obtain a license which may not
be available on terms which are favourable to Besi or may not
be available at all.

Besi is subject to environmental rules and regula-
tions in a variety of jurisdictions.

Besi is subject to a variety of governmental regulations rela-
ting to the use, storage, discharge and disposal of chemical
by-products of, and water used in, Besi's manufacturing pro-
cesses. Environmental claims or the failure to comply with any
present or future regulations could result in the assessment
of damages or imposition of fines against Besi, suspension

of production or a cessation of operations. New regulations
could require Besi to acquire costly equipment or to incur
other significant expenses. Any failure by Besi to control the
use or adequately restrict the discharge of hazardous substan-
ces could subject it to future liabilities.

Anti-takeover provisions could delay or prevent a
change of control, including a takeover attempt
that might result in a premium over the market
price for Besi’s Ordinary Shares.

Besi's articles of association provide for the possible issuance
of Preference Shares. In April 2000, Besi established the foun-
dation “Stichting Continuiteit BE Semiconductor Industries”,
which it refers to as the Foundation, whose board consists of
five members, four of whom are independent of Besi. Besi
has granted the Foundation a call option pursuant to which
the Foundation may purchase Preference Shares up to a
maximum amount equal to the total number of outstanding
Ordinary Shares. If the Foundation were to exercise the call
option, it may result in delaying or preventing a takeover
attempt, including a takeover attempt that might result in a
premium over the market price for Besi’s Ordinary Shares.

Price volatility of the Ordinary Shares.

The current market price of Besi’s Ordinary Shares may not

be indicative of prices that will prevail in the trading market
in the future. In particular, since Besi’s initial public offering

in December 1995, the market price of its Ordinary Shares
has experienced significant volatility, as have price levels for
equity securities generally and price levels for equity securities
of companies associated with the semiconductor industry and
other high-technology fields. In addition, since Besi’s initial
public offering, the market price of the Ordinary Shares has
experienced significant fluctuations, including fluctuations
that are unrelated to its performance. Besi expects that mar-
ket price fluctuations will continue in the future.



Corporate Social Responsib

At Besi we recognize that we have a responsibility not only to
our customers but also to our own people, the communities
in which we operate and to the sustainability of our planet.
We want to embed quality and sustainability across our entire
value chain and we want to do this in a way that is good for
our business.

Risks and opportunities

Examples of Besi’s high risk areas, from a sustainability
perspective, are illustrated in the table below, alongside our
strategic response to mitigate that risk.

Risk Strategy to mitigate the risk
Global economic Long-term strategic planning.
cycles Enhance profitability via organiza-

tional restructuring. Promotion of
“One Besi” concept and Asian pro-
duction transfer. Emphasize non
cyclical revenue streams such as
spares and service.

Talent retention Engaging, supporting and
developing our people.

Loss of technological  Significant commitment to new
competitive advantage and sustaining R&D investment for
advanced packaging applications.

At the same time as we seek to mitigate the risks inherent in
our business, we are continually searching for new oppor-
tunities to promote growth. Examples of potential growth
opportunities include developing new and advanced process
technologies and systems to assemble semiconductors and
components used in advanced electronic devices such as
smart phones and other wireless and mobile communication
devices, tablets and ultra thin computing devices, logistical
systems, intelligent automotive technology, advanced medical
equipment, solar and renewable energy applications and LED
and RFID device applications.

Commencing in 2007, we significantly reorganized our
business, structure and management in order to enhance our
competitive position and profitability to deal with a rapidly
changing semiconductor environment that was shifting its
focus and operations from Europe and North America to Asia.
One of the principal components of our strategy was the gra-
dual transfer of our system production and tooling operations
from Europe and North America to our facilities in Malaysia
and China to reduce manufacturing cost, increase production
flexibility, enable us to be closer to our customers and more
responsive to market conditions.

Governance and ethics

Besi's operations are governed by a set of guidelines and
instructions including a Code of Conduct, Whistleblower Pro-
cedure and Reporting of Fraudulent Activities. These policies
are reviewed annually. The Board of Management is respon-
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sible for ensuring that Besi achieves its aims, strategy and
associated risk profile, policy results and corporate social res-
ponsibility issues that are relevant to the Company’s business.
The Board of Management is accountable to the Supervisory
Board and to the shareholders of Besi.

In 2012, we will be improving our governance by introducing
further policies concerning social and environmental matters,
all part of our QEHS System (“Quiality - Environment - Health
& Safety System”).

Besi quality policy:

e Besi is committed to the development of products, sys-
tems and services meeting the quality requirements as
defined by our customers.

e Qur products, systems and services shall meet or exceed
international standards; they shall be designed and
manufactured for safe use by our intended users and
against any foreseeable misuse.

e We have defined targets for quality, reliability and conti-
nued improvement of our products, systems and services
provided to customers.

e Every employee contributes to the achievement of the
quality goals by knowing and observing company pro-
cesses and directives.

e We are focused on achieving a high degree of customer
care and satisfaction.

Quality and compliance

Besi strives to comply with international best practice
standards of social and environmental responsibility in order
to improve the management of our material risk exposures.
All sites have successfully achieved 1SO9001:2008 Quality
Management Control Audits and I1SO14001:2004 Environ-
mental Management Control Audits. We are gradually devel-
oping group social and environmental policies as well as
policies tailored to our individual subsidiaries.

Environment and climate change

We work across all of our operations to minimize any adverse
impact on the environment and to use energy and raw
materials efficiently. Climate change and other environmental
challenges are an issue for our business but are also a unique
opportunity in terms of new markets in low carbon products
and services (for example energy efficient LED lighting and
smaller, lighter and more energy efficient smart phones and
portable computers).

Besi and its subsidiaries, endeavor to use their resources in
the most efficient manner possible in all departments, from
marketing through development, construction, purchasing
and assembly to customer service, to avoid environmental
pollution. Protection of the environment and careful use of
resources is an integral part of our business activities. For
example, many of our subsidiaries rank their suppliers that
meet the criteria of our environmental policy and inform

them periodically of their status.

At the product design level, an analysis of resource type and
efficiency are important factors in our environmental con-
siderations, as well as minimizing energy consumption and
the use of hazardous chemicals in production. This focus is
driven by both cost and sustainability concerns. Besi complies
with individual country legislation with regards to chemicals.
Hazardous chemicals are not used at any of our production
facilities.

Stakeholder engagement

Engaging stakeholders is critical to identifying new issues,
managing our current risk exposures and continually impro-
ving our performance. For example, our senior management
reviews all areas of concern raised by local organizations

and communicates its findings to all of Besi’s sites in order

to accept and incorporate good ideas and best practices and
eliminate non-optimal solutions. In addition, in Europe we
hold meetings with Joint Works Councils twice a year in order
to represent the views of employees and communities.

Besi's efforts to improve customer and employee satisfaction
are basic preconditions to satisfy shareholders’ needs for
revenue and profit growth. Our production capabilities and
delivery times enabled us to maintain or gain market share
in certain of our individual product lines and to enjoy pro-
fitable and sustainable growth in recent years. Our revenue
development and profitability in 2010 and 2011 has been
beneficial to our customers, our employees and our share-
holders.

Interaction with our stakeholders is primarily regulated
through the implementation and use of Besi’s internal policies
and procedures as well as the strict application of internal and
external auditing, supplier and customer audits, periodic ma-
nagement reviews as well as customer, employee and other
relevant surveys.

Customers

One of Besi's primary business objectives is to develop close,
strategic relationships with customers deemed critical to its
technological leadership and growth. Many of Besi's close
relationships exceed forty years, and provide the Company
with valuable knowledge about semiconductor assembly
requirements as well as new opportunities to jointly develop
assembly systems, an important insight into future market
trends and an opportunity to broaden the range of products
sold to customers.

In order to sustain close relationships with customers and
generate new product sales, Besi believes that it is critical to
maintain a significant presence in after-sales and service in
each of its principal markets. As such, Besi has eight regional
sales and service offices in Europe, the Asia Pacific region
and the United States and a direct sales force and customer
service staff currently of approximately 190 people.



Consistent with the ongoing migration of its customer base
to Asia, Besi intends to further strengthen its sales and custo-
mer service activities in this region and shift a significant por-
tion of its resources to countries such as Malaysia, Singapore,
China, Taiwan and Korea.

Providing superior customer support is a vital aspect of our
corporate philosophy. We place great value on continuously
broadening our customer support department, enabling us to
provide customers with specialists at the right time and place.
We understand that applications and technical expertise are
critical to our customers, so we have built a team of professi-

onals to provide optimal support to our worldwide customers.

In 2010 and 2011, Besi carried out customer surveys which
resulted in some important feedback and information for ma-
nagement. The surveys demonstrated that our customers were
satisfied with our products and services generally and showed
an increase in customer satisfaction year over year. We also
found a significant year over year increase in customer satisfac-
tion with our line of packaging systems. Findings such as these
were discussed by Besi‘’s senior management and actions were
defined for all concerned parties of the organization.

Employees

At Besi, our people are the key to our business’ profitability,
sustainability and long term growth. Health and safety have
always been the bottom line priority for the management of
our global workforce. In 2010 and 2011, there were no work
place related fatalities.

However, as competition for qualified personnel is intense in
the semiconductor and semiconductor equipment industries,
we also realize that employee wellbeing and development are
crucial to attract and retain our talented people. The nature
of our business means that specialist skills (for example in en-
gineering, electronics, software development and computing)
are critical to our competitive advantage. We also depend on
attracting and retaining talented people across our business
operations in the areas of management, finance, human
resources and sales and support personnel.

We have monitored employee satisfaction within our regional
operations and intend to broaden this in 2012. The retention
of skilled personnel in spite of an extremely volatile semicon-
ductor equipment market over the past five years has enabled
us to scale our business more efficiently both on an upward
and downward basis.

Job losses as a result of restructuring and the transfer of cer-
tain production to Asia have been inevitable. Given that the
majority of our restructuring was in Europe, all of those who
lost their jobs were supported with social plans developed

in consultation with local works councils and unions. They
were also reviewed as fair by third party arbiters. These plans
involved not only re-employment options (most people found
new employment) but also retraining opportunities.

Communities

We rely on healthy and stable communities for our current
and future customers, our employees, our supply chain and
our investors. We seek to maximize the positive impact we
make in our communities through good corporate and em-
ployee conduct.

Suppliers

Besi is seeking to embed its approach to responsible business
practice into its supply chain. This is particularly pertinent to
us as we move operations into emerging markets. Our Code
of Conduct makes our position on the use of child labour in
the supply chain clear and transparent - all suppliers must
comply with labour laws within their respective jurisdictions.
We are also currently developing an external whistleblower
policy so that suppliers can go to a Besi compliance officer
who will have access to the Supervisory Board.

Shareholders

We use a range of means to engage our shareholders on

risk management and stakeholder related issues including
quarterly and annual conference calls with investors and
analysts, investor presentations, road shows in European,
American and Asian financial centers, participation in investor
and research conferences and our Annual General Meeting of
Shareholders.
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pervisory Board

Tom de Waard (male, 1946)
Chairman

Dutch nationality

Member since 2000
Re-appointed 2011 - 2013

Lawyer, arbitrator, mediator Reuling Schutte De Waard

Additional functions:
Member of the Supervisory Boards of STMicroelectronics N.V.
and N.V. Nuon Energy

Douglas J. Dunn (male, 1944)
Vice Chairman

British nationality

Appointed 2009 - 2013

Additional functions:

Chairman of the Board of ARM Holdings plc,

Member of the Supervisory Boards of STMicroelectronics N.V,,
TomTom N.V. and Soitec S.A.

Dirk Lindenbergh (male, 1949)
Dutch nationality
Appointed 2009 - 2013

Additional functions:

Member of the Supervisory Boards of DOCDATA N.V.,,
NedSense N.V., DPA Group N.V., Astor Participaties Il b.v.
and Midlin N.V.

Loh Kin Wah (male, 1954)
Malaysian nationality

Appointed 2009 - 2013

Will resign effective April 25, 2012

Executive Vice President Global Sales & Marketing,
Member of the Management Team NXP Semiconductors N.V.

Jan E. Vaandrager (male, 1943)
Dutch nationality
Appointed 2009 - 2013

Additional function:
Member of the Supervisory Boards of HITT N.V. and
Hydratec Industries N.V.

The Supervisory Board has formed the following committees:

Audit Committee:
Members: Jan Vaandrager (Chairman), Douglas Dunn,
Loh Kin Wah, Tom de Waard.

Remuneration and Nomination Committee:
Members: Douglas Dunn (Chairman), Dirk Lindenbergh,
Tom de Waard.

The remuneration of the members of the Supervisory Board
does not depend on the results of the Company. None of the
members of the Supervisory Board personally maintains a
business relationship with Besi other than as member of the
Supervisory Board. Two members of the Supervisory Board
owned as of December 31, 2011, in total 2,267,034 shares
of the Company.



Report of the Supervisory Board

Annual Report

Besi is pleased to present its 2011 Annual Report prepared by
the Board of Management. The Annual Report includes Besi’s
Financial Statements as prepared by the Board of Manage-
ment for the financial year ended December 31, 2011. At its
meeting on February 28, 2012, the Supervisory Board appro-
ved these Financial Statements. KPMG, independent external
auditors, duly examined the 2011 Besi Financial Statements
and issued an unqualified opinion.

The Supervisory Board recommends that the General Meeting
of Shareholders adopts the 2011 Financial Statements as
submitted by the Board of Management and approved by
the Supervisory Board. The Board of Management has also
submitted a proposal stating that a dividend will be declared
for the year ended December 31, 2011.

Supervision

Besi has a two-tier board structure consisting of a Board of
Management and a Supervisory Board that is responsible
for supervising and guiding the Board of Management. The
Board of Management is currently comprised of one mem-
ber, Mr Richard Blickman. The Supervisory Board is currently
comprised of five members.

On October 3, 2011, the Company announced that Mr Loh
Kin Wah will resign as a member of Besi’s Supervisory Board
at the Annual General Meeting of Shareholders to be held on
April 25, 2012. He will resign his position in connection with
his appointment in 2011 as a member of the senior manage-
ment team at NXP Semiconductors N.V.

The Supervisory Board has decided to nominate Ms Mona El-
Naggar for appointment at the next Annual General Meeting of
Shareholders on April 25, 2012 to replace Mr Loh. Ms EINaggar
(1967) has extensive experience in the area of international fi-
nance with particular expertise in asset management, technolo-
gy investment banking, international mergers and acquisitions,
and securitized products. Ms EINaggar is currently Managing
Director and Head of the London office for The Investment Fund
for Foundations (TIFF). The Supervisory Board considers all mem-
bers independent within the meaning of best practice provision
I1.2.2. of the Dutch Corporate Governance Code.

The Supervisory Board has established a retirement schedule,
whereby all Supervisory Board members will retire in 2013.

It is the Supervisory Board’s intention to establish in 2013 a
retirement schedule by rotation so that one Supervisory Board
member will retire each year. The current schedule is as follows:

Name Year elected Term end
Mr Tom de Waard, Chairman 2011 2013
Mr Douglas Dunn, Vice Chairman 2009 2013
Mr Loh Kin Wah 2009 20137
Mr Jan Vaandrager 2009 2013
Mr Dirk Lindenbergh 2009 2013

" Mr Loh Kin Wah will resign effective April 25, 2012 at the Annual General
Meeting of Shareholders.

The Supervisory Board considers the current composition of the
Supervisory Board in line with its aim to have sufficient busi-
ness, financial, legal and other experience in the Supervisory
Board. All Supervisory Board members have significant experi-
ence required to carry out supervision over Besi in such areas.
In terms of gender and age, gender diversity will be considered
after the terms of the current Supervisory Board members end.

The Supervisory Board met seven times and attended four con-
ference calls during 2011 in view of the ongoing restructuring,
integration and IT projects at Besi. No members were absent
from any meeting of the Supervisory Board. In addition, the
Supervisory Board visited early November 2011 key customers
and Besi operations in Asia. Topics of the meetings included,
among other items:

e Besi's general strategy.

e Regular business reviews with Besi’s management, certain
members of senior management and key Besi staff.

¢ The ongoing operational integration of Esec and Datacon
into Besi Die Attach.

e The remuneration of Besi's management and the Remune-
ration Report as well as proposals to revise the remunera-
tion policy and Besi Incentive Plan.

e The Company'’s restructuring program, including the reduc-
tion of staff as announced in the Q3-2011 earnings release
and the further transfer of production to Asia.

e Consideration of the composition of Besi’s management.

¢ The performance and internal division of tasks of Besi’s
management.

e Approval of filings with the Dutch Authority for the Finan-
cial Markets (Autoriteit Financiéle Markten (AFM)).

e Further potential strategic alliances and acquisitions.

e The general risks associated with Besi’s operations.

e The Supervisory Board's self evaluation of its performance,
composition, succession and functioning.

e The assessment and review provided by Besi’s manage-
ment of the structure and operation of Besi's internal risk
management and control systems, as well as any significant
changes thereto. There were no material changes in 2011.

¢ The ongoing operational alignment of all Besi’s processes,
procedures and ERP systems.

e The issuance of a policy outlining bilateral contacts with
shareholders.

e The revision of the Code of Conduct and Whistleblower
procedures.

e The payment of a dividend for the year 2010 of € 0.20 per
share either in cash or in shares.

e The call for early redemption of all remaining 5.5% Con-
vertible Notes due January 2012 (the “Notes”) as per the
terms and conditions related thereto.

e The initiation of a share repurchase program of up to a
maximum of approximately 3.4 million shares to reduce
dilution from the conversion of shares related to the re-
demption of the Notes.

REPORT OF THE SUPERVISORY BOARD

Furthermore, the functioning of Besi’s management as a
whole and the performance of its individual members were
also discussed. Members of Besi’'s management were not
present at these meetings.

35



36

ddv0o8g9 AHOSIAYIdNS FHL 40 LYHOd3Y

Supervisory Board committees

The Supervisory Board has established two committees, the
Audit Committee and the Remuneration and Nomination
Committee. These committees operate under charters that
have been approved by the Supervisory Board. Members of
these committees are appointed from and among the Super-
visory Board members.

Audit Committee

The Audit Committee consists of four independent members.

The Chairman is Mr Jan Vaandrager and members include

Mr Douglas Dunn, Mr Loh Kin Wah and Mr Tom de Waard.

The Audit Committee fulfills its responsibilities by carrying out

the activities enumerated in its charter including assisting the

Supervisory Board in fulfilling its oversight responsibilities by:

e Reviewing the design and effectiveness of internal risk ma-
nagement and control systems as described under “Risks
and Risk Management” on page 23 of this Annual Report
as well as the result of the assessment and review provided
by the Board of Management of the structure and opera-
tion of Besi's internal risk management and control systems
and any significant changes thereto.

e Reviewing Besi’s systems of internal controls regarding
finance, accounting and compliance.

e Reviewing Besi’s capital structure, financing and treasury
operations.

e Reviewing Besi's tax position including the revaluation of the
deferred tax assets of its Swiss operations and further defi-
ning its future global tax structure and transfer pricing policy.

e Reviewing auditing, accounting and financial reporting
processes generally and critical accounting policies, new
accounting pronouncements and the further development
of International Financial Reporting Standards (“IFRS").

e Being directly responsible for the oversight of Besi’s inde-
pendent auditor including advice and recommendation
to the Supervisory Board as to the independent auditor’s
selection (subject to appointment by the General Meeting
of Shareholders), termination and compensation.

e Reviewing on a regular basis the quality of work, reporting,
independence and expertise of the auditor and audit teams.

e Recommending to the Supervisory Board all audit fees and
terms and all non-audit services provided by the indepen-
dent auditor, and considering whether the auditor is inde-
pendent.

e Establishing and maintaining procedures for (i) the receipt,
retention and treatment of complaints, and (i) the anony-
mous submission of confidential concerns by employees
regarding accounting matters. In light of this responsibility,
the Code of Conduct and the Whistleblower procedure
were revised in 2011.

e Reviewing the need for an internal audit function.

e Deploying information and communication technology,
including the implementation of a new global ERP system.

In 2011, the Audit Committee met four times to discuss the
items above as well as (i) the scope and results of the audit of
the Financial Statements by Besi’s independent external audi-
tor, KPMG, which issued an unqualified opinion for the year
2011, (i) a review of Besi's relevant periodic filings with the

AFM, and (iii) a review of the Company’s quarterly Financial
Statements prior to issuance of its quarterly earnings releases.
Besi’s independent external auditor, KPMG, attended two
meetings of the Audit Committee. Also, the Audit Committee
separately met with KPMG twice without the presence of the
Company’s management.

The main findings of the auditor that are reported in the
management letter are (i) the deficiency regarding the proper
accounting of material usage at Besi's Malaysian subsidiary,
immediately mitigated through a full inventory count at year
end, and (i) the relatively high number of privileged high risk
users in the SAP system involved in the European support

of SAP implementation at Besi's Malaysian operations. It is
anticipated that this support and the number of these users
will decrease in 2012.

In addition, the Audit Committee carried out an in depth
assessment of the functioning of the independent auditor,

a procedure which occurs every three years. The process
included a critical self assessment of KPMG with reporting

to the Audit Committee independent from the audit team.
Based on the satisfactory outcome of this assessment, the
Audit Committee recommended to the Supervisory Board that
KPMG again be selected as independent auditor, subject to
shareholder approval. The next in depth assessment is sche-
duled for 2014 and will include a full tender process at that
time as the last full tender process took place in 2009. Other
audit firms will be invited to participate in this process as well.

The Audit Committee proposed to the Supervisory Board
that the creation of a formal internal audit function is not ap-
propriate for Besi based upon its size and the presence of an
internal control function that operates under management’s
responsibility. Reference is made to the chapter “Internal risk
management and control” under Corporate Governance.
Frequent contact took place between the Chairman of the
Audit Committee and the Company’s Management.

The Audit Committee Charter is posted on Besi's website at
www.besi.com.

Remuneration and Nomination Committee

The Chairman of the Remuneration and Nomination Commit-
tee is Mr Douglas Dunn and its members include Mr Tom de
Waard and Mr Dirk Lindenbergh.

The Remuneration and Nomination Committee shall with

respect to remuneration have the following duties:

e Making a proposal to the Supervisory Board for the remu-
neration policy to be pursued.

e Annually reviewing and proposing the corporate goals and
objectives relevant to the compensation of the Board of
Management.

e Making a proposal for the remuneration of the Board of
Management within the scope of the remuneration policy
adopted by the General Meeting of Shareholders, for adop-
tion by the Supervisory Board. Such proposal shall, in any
event, deal with:



e The remuneration structure.

e The amount of fixed remuneration, shares to be granted
and/or other variable remuneration components, pension
rights, severance pay and other forms of compensation
to be awarded, as well as the performance criteria and
their application.

e Overseeing Besi's equity incentive plans.

¢ Making recommendations to the Supervisory Board with
respect to the Board of Management.

e Preparing the Remuneration Report as referred to in best
practice provisions set out in section 7 of the Regulations
of the Supervisory Board.

The Remuneration and Nomination Committee shall with
respect to the selection and nomination of Supervisory Board
members and members of the Board of Management have
the following duties:

e Drawing up selection criteria and appointment procedures
for Supervisory Board members and members of the Board
of Management.

¢ Periodically assessing the size and composition of the
Supervisory Board and the Board of Management, and
making proposals for the composition profile of the Super-
visory Board.

e Periodically assessing the functioning of individual Super-
visory Board members and members of the Board of Ma-
nagement, and reporting on this to the Supervisory Board.

e Making proposals for appointments and reappointments.

e Supervising the policy of the Board of Management on the
selection criteria and appointment procedures for senior
management.

The Committee met twice in 2011 and held one conference
call. The Committee made use of the services of a remunera-
tion consultant in carrying out its duties in 2011. The Com-
mittee verified that the consultant concerned did not similarly
provide advice to the Board of Management. The Remuneration
Report is included on pages 39 to 42 of this Annual Report.

The Remuneration and Nomination Committee’s regulations
are posted on the Company’s website at www.besi.com.

Corporate governance

The Supervisory Board acknowledges the importance of good
corporate governance, the most important elements of which
are transparency, independence and accountability. The Super-
visory Board continuously reviews important corporate gover-
nance developments. Reference is made to the corporate
governance section in this Annual Report on pages 38 to 44.
Deviations from the Dutch Corporate Governance Code are
explained elsewhere in this Annual Report under Corporate
Governance. The Supervisory Board would like to express its
thanks and appreciation to all involved for their hard work
and dedication to the Company in 2011.

The Supervisory Board
Tom de Waard, Chairman

February 28, 2012
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Corporate GoverjiELEKL

Besi acknowledges the importance of good corporate gover-
nance, the most important elements of which are transparency,
independence and accountability. Important corporate gover-
nance developments in applicable jurisdictions are followed
closely and rules are implemented where appropriate.

Besi’s Ordinary Shares (the “Shares”) are listed on NYSE Euro-
next Amsterdam. Accordingly, Besi complies with all applica-
ble listing rules of Euronext Amsterdam.

In 2009, Besi implemented the Dutch Corporate Governance
Code 2009. In previous years, Besi applied the Besi Code
which followed the original Dutch Corporate Governance
Code and was approved by the Annual General Meeting of
Shareholders. Due to the implementation of the revised Dutch
Corporate Governance Code, Besi proposed to the sharehol-
ders to abolish the Besi Code at the Annual General Meeting
of Shareholders on April 29, 2010 in Duiven, the Netherlands.
This proposal was accepted. Deviations from the revised
Dutch Corporate Governance Code are explained below
under “Explanation of Deviations from the Dutch Corporate
Governance Code”. The Dutch Corporate Governance Code
2009 can be found at www.commissiecorporategover-
nance.nl.

Board of Management

The role of the Board of Management is to manage the Com-
pany, which means, among other things, that it is responsible
for ensuring that Besi is achieving its aims, strategy and asso-
ciated risk profile, policy results and corporate social respon-
sibility issues that are relevant to the Company’s business.
The Board of Management is accountable to the Supervisory
Board and to the shareholders of Besi.

The Board of Management is also responsible for (i) oversee-
ing the Company’s compliance with all applicable rules and
regulations that govern the Company, (i) managing the risks
associated with its business activities, and (iii) ensuring that
the Company is properly capitalized. The Board of Manage-
ment informs the Supervisory Board and its Audit Committee
about Besi’s internal risk management and control systems
and any updates or developments related thereto.
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The Board of Management takes into account the interests of
the Company and its affiliated enterprises as well as the inte-
rests of its shareholders and other stakeholders when making
decisions about the operation of the business. Members of
the Board of Management are required to put the interests of
the Company ahead of their own interests and to act critically
and independently when carrying out their responsibilities.
The Board of Management is also charged with providing the
Supervisory Board all material information required to permit
the Supervisory Board to exercise its duties. The articles of
association of the Company provide that certain resolutions
of the Board of Management require prior approval of the
Supervisory Board. Pursuant to Dutch law and the articles of
association of the Company, decisions of the Board of Ma-



nagement involving a major change in the Company’s identity
or character are subject to the approval of the General Mee-
ting of Shareholders.

Appointment and replacement of members of the
Board of Management

Members of the Board of Management are appointed by the
General Meeting of Shareholders. A resolution of the General
Meeting of Shareholders to appoint a member of the Board
of Management requires an absolute majority of the votes
validly cast, in the event and to the extent the appointment
occurs pursuant to, and in accordance with, a proposal of
the Supervisory Board. Such resolution requires at least two
thirds of the votes validly cast representing more than one
third of the issued capital, in the event and to the extent the
appointment does not occur pursuant to a proposal thereto
of the Supervisory Board.

Members of the Board of Management may at any time be
suspended or dismissed by the General Meeting of Sharehol-
ders. A resolution for suspension or dismissal of a member of
the Board of Management requires an absolute majority of
the votes validly cast in the event and to the extent that the
suspension or dismissal occurs pursuant to, and in accordance
with, a proposal of the Supervisory Board.

A resolution for suspension or dismissal requires at least two
thirds of the votes validly cast representing more than one
third of the issued capital in the event and to the extent that
the suspension or dismissal does not occur pursuant to, and
in accordance with, a proposal thereto of the Supervisory
Board. Members of the Board of Management may also be
suspended by the Supervisory Board.

Remuneration Report

This Remuneration Report is issued by the Supervisory Board
upon recommendation by its Remuneration and Nomination
Committee. The Committee reports an overview of the re-
muneration policy, remuneration structure, application of the
remuneration policy and the components of the remuneration
of the Besi Board of Management.

Remuneration Policy

Besi's current Remuneration Policy was adopted by the
shareholders at the Annual General Meeting of Sharehol-
ders held on April 28, 2011. Every material change in Besi's
Remuneration Policy that occurs after this adoption date will
also be submitted to the General Meeting of Shareholders
for approval. The Remuneration Policy is posted on Besi’s
website www.besi.com. Besi's Remuneration Policy has been
developed in view of external market developments, taking
into account the principles and best practice provisions of the
Dutch Corporate Governance Code.

The Supervisory Board seeks to achieve three broad goals
in connection with Besi’s Remuneration Policy and decisions
regarding individual compensation:

e First, the Supervisory Board structures the Company’s remu-
neration programs in a manner that it believes will enable
Besi to attract, motivate and retain executives who are capable
of leading the Company in achieving its business objectives.

e Second, the Supervisory Board establishes remuneration
programs that are designed to reward members of the
Board of Management for achievement of specified business
objectives of the corporation as a whole or the individual
executive’s particular business unit. By tying remuneration
in part to specific goals, the Supervisory Board believes
that it creates a performance oriented environment for the
Company's executives.

e Finally, the Company’s remuneration programs are intended
to provide members of the Board of Management with an
equity interest in the Company so as to link a portion of the
executives’ remuneration with the long-term performance
of Besi’s Ordinary Shares and to align the executives’ inte-
rests with those of the shareholders.

The Supervisory Board reviews Besi’s business objectives and
assesses its overall performance with respect to those objecti-
ves and considers the performance of individual members of
the Board of Management as compared to their own specific
business objectives. Based on these objectives, the Supervisory
Board determined a balanced mix between fixed and variable
remuneration components and a set of key performance in-
dicators linked to the variable remuneration components that
are aligned with the Company’s business objectives.

In preparation of the current Remuneration Policy, the Super-
visory Board has performed in-depth scenario analyses of the
variable remuneration components under the revised policy.
The probability of vesting and payout of the Performance
Shares has been taken into account in these scenario analyses.
The Supervisory Board has set the performance targets on the
basis of the outcome of the scenario analyses. Pay differentials
with Besi have also been taken into account in this respect.

Remuneration structure

The total remuneration package of the members of the Board
of Management is established on an annual basis by the
Supervisory Board, upon proposal of its Remuneration and
Nomination Committee, and consists of five components
based on the goals set forth above:

1. Base Salary

2. Short-Term Incentive (annual cash bonus)

3. Long-Term Incentive (annual conditional award of
Performance Shares)

4. Pension

5. Other Benefits

Both the short-term incentive and the long-term incentive
for members of the Board of Management are governed by
the Besi incentive plan 2011-2016 (the “Plan”). The Plan has
been approved by the shareholders at the Annual General
Meeting of Shareholders held on April 28, 2011.
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1. Base Salary

Each year, the Supervisory Board reviews the annual base
salaries for members of the Board of Management and
considers whether to adjust base salary levels. In establishing
base salaries for members of the Board of Management, the
Supervisory Board may make use of the services of a remu-
neration consultant in carrying out its duties. The Supervisory
Board will verify that the consultant concerned does not
similarly provide advice to the Board of Management. Further-
more, the Supervisory Board considers the compensation of
executives with comparable qualifications, experience and
responsibilities in general at companies in similar businesses
of comparable size and success. The Supervisory Board also
considers the historic salary levels of the individual and the
nature of the individual’s responsibilities.

2. Short-Term Incentive (annual cash bonus)

The annual cash bonus opportunity is linked to the achieve-

ment of pre-determined performance conditions, i.e. financial

and non-financial objectives as determined by the Supervisory

Board. The following performance measures apply:

¢ Net Income/Revenue, i.e. Net Income expressed as per-
centage of Revenue. The financial measure Net Income
is preferred over other financial ratios for the Short-Term
Incentive of Besi as Net Income is:

e A key indicator for evaluating the overall performance of
Besi for the year and therefore an important contributor
to shareholder value.

e A key factor given the cyclical market that Besi is opera-
ting in.

e A financial measure that can be influenced by the mem-
bers of the Board of Management.

e Personal performance of the respective member of the
Board of Management. The annual criteria to measure the
performance of the members of the Board of Management
are at the sole discretion of the Supervisory Board, enabling
the Supervisory Board to focus on certain targets that are
considered important for the upcoming year. The Remu-
neration and Nomination Committee will propose to the
Supervisory Board annually both financial and non-financial
criteria to measure the personal performance of each mem-
ber of the Board of Management

The total annual cash bonus opportunity per individual mem-
ber of the Board of Management shall be determined on the
basis of the following performance/pay-out grid, however,
shall in no event exceed 80% of such individuals’ gross an-
nual salary over the Company’s financial year preceding the
year in which such Annual Cash Bonus is awarded:

Short-Term Incentive: At minimum At target At maximum

Performance performance (stretched

versus Pay-Out performance)

in % of the individual’s gross annual base salary

Net Income/Revenue of Besi' 0% 70% 80%
Personal Performance targets? 0% 30% 30%
Total annual bonus payout?® 0% 80% 80%
Notes

T Net income/Revenue: the actual payout ranges from 0% to 80% of the individual’s
gross annual base salary with a target level of 70% of the individual’s gross annual
base salary and a stretched performance level of a maximum of 80% of the indivi-
dual’s gross annual base salary.

2 Personal performance: the actual payout ranges from 0% to a maximum of 30% of
the individual’s gross annual base salary.

3 The cumulative percentage of the annual cash bonus shall in no event exceed 80% of
the individual's gross annual salary. The composition may vary depending on total net
income and personal performance.

3. Long-Term Incentive (annual conditional award of

Performance Shares)

The Long-Term Incentive consists of a conditional award of

Performance Shares. The award represents a conditional right

to receive a certain number of shares in Besi depending on the

achievement of pre-determined objectives set by the Supervi-
sory Board over a three-year performance period, which are:

e Net Income/Revenue over three calendar years, i.e. Net
Income expressed as percentage of Revenue over the three-
year performance period. Net Income/Revenue is considered
a key measure for creating long-term shareholder value.

¢ Total Shareholder Return (‘TSR’) Growth. The average an-
nual TSR growth over the three-year performance period is
also considered a key measure for indicating the develop-
ment of shareholder value and TSR is an appropriate per-
formance measure to align the interest of the members of
the Board of Management with those of the shareholders.

Conditional award

The number of Performance Shares conditionally awarded will
be determined by the Supervisory Board based on at target level
of 100% of the individual’s gross annual base salary, as follows:

Number of Performance Shares to be awarded =

100% of the individual's gross annual base salary divided by
the average closing price of the shares for all trading days

in the calendar quarter immediately preceding the start of

the three-year performance period

Vesting

At the end of the three-year performance period, depending
on the actual performance of Besi during the performance
period, the number of shares that become unconditional (i.e.
number of shares vesting) will be determined. The vested sha-
res are subject to a two-year lock-up period, which means that
the members of the Board of Management will have to retain
them for two years following the vesting date, however, they
will be allowed to sell sufficient shares to cover their income tax
liability upon vesting of the Performance Shares.

The actual number of Performance Shares which vest at the
end of the three-year performance period will be determined
on the basis of the following grid:



Long-Term Incentive: At minimum At target At maximum

Performance performance (stretched

versus Vesting performance)

in % of the number of Performance Shares awarded

Net Income/Revenue of Besi' 0% 50% 75%
Average annual TSR growth? 0% 50% 75%
Total number of shares vesting 0% 100% 150%

Maximum value of shares vesting
in % of individual's gross annual
salary in the year of vesting® 0% 80% 80%

Notes

" Half of the Performance Shares awarded is linked to Besi’s net income relative to its
revenues over the three-year performance period; the vesting range is between 0%
and 75% of the number of Performance Shares awarded to the individual.

Half of the Performance Shares awarded is linked to Besi's average annual TSR growth;
the vesting range is between 0% and 75% of the number of Performance Shares
awarded to the individual.

At the moment of vesting, the maximum value of the actual number of shares vesting
based on the above grid shall in no event exceed 80% of the individual’s annual base
salary in the year of vesting. The maximum number of Performance Shares to vest
based on Net Income/Revenue and TSR performance is determined as outlined in the
table above. On the date of vesting, the maximum number of shares vesting based
on the 80% value cap will be determined by dividing the maximum reward of 80%
of the individual’s annual base salary by the closing share price at the date of vesting
(in this case the date of the General Meeting of Shareholders). The final number of
shares vesting is the lowest of both calculations.

Adjustment

If one of the variable remuneration components as described
above would, in the opinion of the Supervisory Board, produce
an unfair result due to extraordinary circumstances occurring
during the performance period, the Supervisory Board has the
power to adjust the value either downwards or upwards.

The Supervisory Board may also recover from the member of the
Board of Management any variable remuneration awarded on
the basis of incorrect financial or other data (clawback clause).

Number of shares available

The aggregate total number of Performance Shares made avai-
lable shall not exceed 1.5% of the total number of outstanding
shares as at December 31 of the year prior to the year in which
the Performance Shares are awarded.

4. Pensions

Members of the Board of Management normally retire in the year
that they reach the age of