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PART |
Cauti onary Note Regardi ng Forward-Looki ng Statenents

Certain statenments in this Annual Report on Form 10-K constitute forward-

| ooki ng statenents within the meaning of the Private Securities Litigation
Ref orm Act of 1995 (the "Reform Act"). Forward-|ooking statenents include
all statenments that do not relate solely to historical or current facts,
and can be identified by the use of words such as "may", "believe", "will",
"expect", "project", "anticipate", "estimate", "plan" or "continue". These
forward | ooking statenents are based on the current plans and expectations
of our managenent and are subject to a nunber of uncertainties and risks
that could significantly affect our current plans and expectations, as well
as future results of operations and financial condition. In making these
forward-1 ooking statements, we claimthe protection of the safe-harbor for
forward-1ooking statenents contained in the Reform Act. W do not assune
any obligation to update these forward-|ooking statenents to reflect actua
results, changes in assunptions, or changes in other factors affecting such
f orwar d- | ooki ng st at enents.

| TEM 1. BUSI NESS
COVPANY OVERVI EW

Rof i n- Si nar Technol ogi es Inc., founded in 1996, (herein also referred to as
"Rofin" or "RSTI" or the "Conpany" or "we", "us" or "our") is a leader in the
desi gn, devel opnment, engi neering, nmanufacture and nmarketing of |aser-based
products, primarily used for cutting, welding and nmarking a w de range of
materials. Lasers are a non-contact technology for material processing which

have several advantages that are desirable in industrial applications.

The Company believes it has a worl dw de narket share (based on sal es vol une)
of approximately 15% for |aser products used for macro (cutting & wel di ng)
and marking & micro applications and that it is anong the |argest suppliers
of | aser products used for marking applications worldwi de. The Conpany has
sold nore than 17,000 | aser sources since 1975 and currently has over 2,500
active custoners (including rmultinational conpanies with nultiple facilities
purchasing fromthe Conpany). During fiscal 2002, 2001, and 2000,
respectively, approximately 53% 48% and 56% of the Conpany's revenues cane
fromsal es and servicing of |aser products for nmacro applications and
approximately 47% 52% and 44% cane from sal es and servicing of |aser
products for marking and mcro applications.

Through its gl obal manufacturing, distribution and service network, the
Conpany provi des a conprehensive range of |aser sources and | aser based
system solutions to three principal target markets: the machine tool,

aut onotive, and sem conductor/el ectronics industries. The Conpany sells
directly to end-users, to original equipnment manufacturers ("CEMs")
(principally in the machine tool industry) that integrate Rofin's |aser
sources with other system conponents, and to distributors. Mny of Rofin’s
custoners are anbng the |argest global participants in their respective

i ndustries. During the 2002, 2001, and 2000, fiscal years, 27% 21% and
25% respectively, of the Conpany's sales were in North Amrerica, and 73% 79%
and 75% respectively, in Europe/Asia.
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The financial statenments included in this annual report on Form 10-K present
the historical financial information of Rofin-Sinar Technol ogi es Inc.
("Rofin" or "RSTI" or "the Conpany") and its wholly owned subsidiari es.
Rofin consists of Rofin-Sinar Inc. ("RSI") and Rofin-Si nar Technol ogi es
Europe S.L. ("RSTE'). RSTE, a European hol ding conpany formed in 1999, owns
100% of Rofin-Sinar Laser GrbH ("RSL"), 80% of Dilas D odenl aser GrbH
("Dilas"), 100% of Rofin-Baasel Italiana S.r.l., 100% of Rofin-Baasel France
S A, 71%of Rofin-Sinar UK Ltd., 100% of Rofin-Baasel UK Ltd., 100% of

Rof i n- Baasel Benel ux B.V., 100% of Rofin-Baasel Singapore Pte. Ltd., 100% of
Rof i n-Baasel Taiwan Ltd. . (formed on July 1, 2002), 100% of Rofi n-Baasel
Korea Co. Ltd. (formed on July 22, 2002), and 83% of Rofin-Baasel Espana S.L.

RSL includes the consolidated accounts of its 51% owned subsidiary Rofin-

Mar ubeni Laser Corporation (a Japanese corporation); its 100% owned
subsi di ary Rasant - Al cot ec Beschi chtungstechni k GrbH, its 90. 01% owned

subsi diary Carl Baasel Lasertechnik GrbH & Co. KG ("CBL"); and its 100% owned
subsi diary CBL Verwal t ungsgesel | schaft nbH.

CBL includes the consolidated accounts of its wholly owned subsidiaries
Rof i n- Baasel Inc., Wgmann-Baasel Laser und el ektroopti sche Geraete GrbH, and
PMB El ekt roni k GrbH.

On May 10, 2000, the Company acquired 90.01% of the share capital of Carl
Baasel Lasertechni k GrbH ("Baasel Lasertech") through its wholly owned
subsidiary RSL, for 44.3 mllion Euro ($40.2 nillion, at the May 10, 2000
exchange rate) in cash. Additionally, RSTI refinanced 23.4 mllion Euro of

t he then outstanding debt of Baasel Lasertech. In connection with the
acquisition and integration of Baasel Lasertech into the Conpany's
operations, including the consolidation of certain product Iines, RSTI has
recorded a special charge of $2.8 nmillion to wite-off certain of its
inventories, which will be discontinued. In Septenber 2001, Baasel Lasertech
was transformed into CBL, a limted partnership. The Conpany and the

m nority sharehol der of CBL are party to an option agreenent for the
remai ni ng share of capital held by the minority sharehol der for a fixed price
of 6.3 mllion Euro. Effective Decenber 31, 2002 the mnority sharehol der
resigned fromthe linmted partnership. Accordingly, the renaining shares of
CBL will be purchased by RSL during 2003 for the fixed price of 6.3 mllion
Eur o.

On February 28, 2001, the Conpany acquired 80% of the share capital of Z-
Laser S. A through its wholly owned subsidiary Rofin-Baasel Espana, S. A
Barcel ona, Spain for $3.3 mllion in cash. At the end of June 2001, Z-Laser
S. A was nerged into Rofin-Baasel Espana S.L. As a result of this nerger
the mnority sharehol der owns 17% of the total stock of the new Spanish
subsi di ary.

On June 22, 2001, the shares of the comon stock of Rofin-Sinar Technol ogi es,
Inc. were admtted to the regul ated narket (Geregelter Markt) with trading on
the Neuer Markt of the Frankfurt Stock Exchange in Germany. The Deutsche
Boerse AG has recently decided to reorgani ze the market segnents at the
Frankfurt Stock Exchange into a Prinme Standard segnent and a General Standard
segnment, and elimnate the Neuer Markt no |ater than 2004. Effective January
1, 2003, RSTI will be listed in the Prine Standard segment.

- 5 -
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On Cctober 5, 2001, the Conpany sold the assets of its nmedical |aser business
resulting in a gain of $0.7 mllion. As part of the proceeds fromthe sale,
t he Conpany recei ved marketabl e equity securities which have been classified
as trading securities, under "other current assets and prepaid expenses" in

t he acconpanyi ng bal ance sheet, as the Conpany intends to sell these
securities in the near term During the nine nonths ended Septenber 30,

2002, the Company recorded an unrealized loss of $0.2 mllion related to such
securities.

LASER TECHNOLOGY

The term"laser" is an acronymfor "Light Anplification by Stimnulated

Eni ssion of Radiation". Lasers were first developed in the early 1960s in
the United States. A laser consists of an active |asing mediumthat gives
off its own light (radiation) when excited, an optical resonator with a
partially-reflective output mirror at one end, a fully-reflective rear nirror
at the other that permits the light to bounce back and forth between the
mrrors through the | asing nmedium and an external energy source used to
excite the lasing nedium A |laser works by causing the energy source to
excite (punp) the lasing nedium which converts the energy fromthe source
into an em ssion consisting of particles of light (photons). These photons
stimul ate the rel ease of nore photons, as they are reflected between the two
mrrors, which formthe resonator. The resulting build-up in the nunber of
photons is enmitted in the formof a | aser beamthrough an output port or

"wi ndow'. By changing the energy and the |asing nmedium different

wavel engt hs and types of |aser light can be produced. The |aser produces
light fromthe lasing nediumto achieve the desired intensity, uniformty and
wavel ength through a series of reflective mirrors. The heat generated by the
excitation of the lasing mediumis dissipated through a cooling mechani sm

whi ch varies according to the type of |aser technol ogy.

THE COVPANY' S LASER PRODUCTS

The Company currently offers a conprehensive range of |aser products and
related services for three principal material processing applications: (1)
cutting and welding; (2) fine cutting and fine welding and perforating; and
(3) marking. Besides offering |aser systens for sone specialized niche
applications, the Conpany works directly with its custonmers to devel op and
customi ze optinmal solutions for their manufacturing requirenents. In

devel oping its | aser-based sol utions, the Conmpany offers custoners its
expertise in: (i) product devel opment and nmanufacturing services based on
nore than 25 years of |aser technol ogy experience and applications know how;
(ii) application and process devel opnent (i.e., devel opi ng new | aser-based
applications for manufacturing custonmers and assisting themin integrating

| asers into their production processes); (iii) system engineering (i.e.,
advi si ng custoners on nmachi ne design, including tooling, autonmation and
controls for customers in need of "turn-key" solutions); and (iv) extensive
after-sal es support of its laser products (including technical support, field
service, maintenance and training prograns, and rapid spare parts delivery).
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The following table sets forth the Conpany's net sales of |aser products used
for macro (cutting and wel ding) applications and of |aser products used for
mar ki ng and mcro applications in fiscal 2002, 2001, and 2000:

Sept enber 30,

Product Category * 2002 2001 2000

(i n thousands)

Laser macro products $ 117, 341 $ 106, 615 $ 095,195
Laser marking and mcro products 104, 607 113,942 75,992
Total sales, net $ 221,948 $ 220, 557 $ 171, 187

* For each product category, net sales includes sales of services (including
trai ning, mai ntenance and repair) and spare parts.

The Company, fromtinme to time, reviews various opportunities to acquire
busi nesses, technol ogi es or products conplenentary to its present business.

The | aser sources sold by the Conpany consist of a |laser head (containing the
| asi ng nedi um resonator, source of excitation, resonator mrrors and cooling
mechani sn), power supply, and microcontroller (for control and nonitoring).
For a nore detail ed discussion of the conponents of a | aser source, see
"Laser Technol ogy". Products are offered in different configurations and
utilize different design principles according to the desired application

The Company's engineers and other technical experts work directly with
custonmers in the Conpany's applications centers to devel op and customni ze the
optimal solution for the custoners' nanufacturing requirenments.

LASER PRODUCTS FOR CUTTI NG AND VELDI NG APPLI CATI ONS - NMACRO

The Company's fanmily of CO, | aser products for macro applications, and their
princi pal markets and applications, are discussed bel ow.

LASER SERI ES POMNER RANGE MODE OF EXCl TATI ON
DC Sl ab Series 1.0 kW- 4.5 kW Hi gh Frequency
HF/ RF Seri es 4.0 kW- 8.0 kW H gh Frequency
TR Seri es 2.0 kW- 12.0 kW Direct Current
SC Seri es 100 W - 300 W H gh Frequency

The Company believes that it is the only |aser manufacturer of diffusion

cool ed, Sl ab-based |asers in the high-power range. In this |aser design, a
radi o-frequency (RF) excited gas di scharge occurs between two water-cool ed

el ectrodes which have a large surface area that permts maxi mum heat

di ssipation. The core diffusion-cooled technology is protected by two
patents, and the Conpany has exclusive license rights to this technol ogy on a
wor | dwi de basis for power |evels above 500 watts for nmaterial processing
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applications. The Conpany's current focus with respect to its Slab Series
|l asers is on continuing to both increase their power output and reduce their
manuf acturing costs in order to achieve nore attractive pricing. Principa
markets for the Slab Series |asers are the nachine tool and autonotive

i ndustri es.

The Company's HF Series |asers conbine proven cross-flow design principles

wi th modern hi gh-frequency (HF) discharge excitation technol ogy. The Conpany
has shi pped this product predominantly to custoners in the autonotive

i ndustry, and their sub-suppliers, in the United States and Europe, where it
has been used in a significant nunber of welding applications, including
transm ssions, tailored bl anks, steel tubing and nmany other car parts and
conmponents. The RF Series uses fast-axial flow technology in conbination
with radi o-frequency (RF) excitation and is especially designed for thick
nmetal cutting.

The Company's TR Series fast-axial flow CO, |aser is used for both cutting and
wel ding applications. |In the fast-axial flow principle, the gas discharge
occurs in a tube in the same direction as the resonator, through which the

| aser gas mixture flows at a high speed. TR Series products are used
primarily by the machine tool industry.

The Company's SC Series diffusion-cooled CO, |asers are devel oped and produced
by RS UK. The SC Series are sealed-off lasers, which are also based on the
Slab laser principle used for the DC Slab Series. The lasers are used for
cutting and marking applications. Principal markets are the machi ne tool and
packagi ng industries. Rofin's current focus is on increasing the output

power to 600 watts.

The Company's fanmily of solid-state |aser products for macro applications,
and their principal nmarkets, are discussed bel ow

LASER SERI ES PONER RANGE MODE OF EXCI TATI ON

DY Seri es 550 W- 6.0 kW Laser D odes

Rofin's DY Series of continuous wave solid state | asers are desi gned
exclusively for use with flexible fiber-optic beam delivery systens, naking
themparticularly well suited for integration into conplex production systens
for cutting and wel ding applications. The key conpetitive advantages of the
DY Series lasers are the fact that they are di ode punped and that they are
designed to allow nultiple power output configurations. These configurations
i ncl ude continuous wave and pul sed power ranping nodes, which allows Rofin to
address a wi de range of custoner applications. Power ranping is particularly
suited for achieving snooth wel ds and avoi di ng cracks during the wel ding
process. In addition, several features of the DY Series |aser such as the
sinpl e nodul ar resonator design, easily accessed power supply and PC based
controll er equipped with a modem which allows easy conmunication with a
renote service center, are designed for easy naintenance. The diode punping
technol ogy is characterized by high beamquality, high efficiency, and | ong
service intervals. These lasers are used principally in the autonotive

i ndustry.
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The Company's fanmily of diode | aser products for welding, soldering and
surface treatnment applications, and their principal markets, are discussed
bel ow.

LASER SERI ES PONER RANGE MODE OF EXCI TATI ON

D ode Lasers 10 W- 6.0 kW D rect Current

The Company's di ode | asers are designed to nmeet the requirenments of a w de
range of welding, soldering, and surface treatment applications. The
Conpany' s hi gh- power | aser diodes can be stacked into arrays achi eving out put
powers in the multiple kilowatt range. In addition to their use in the

aut onoti ve, nachine tool and sem conductor/el ectronic narkets, these |asers
are also sold into the medical device and research markets. Additionally,

| aser diodes are sold as conponents both internally and externally.

LASER PRODUCTS FOR MARKI NG APPLI CATI ONS - NMARKI NG

The Company's family of |aser marking products is as follows:

LASER SERI ES PONER RANGE MODE OF EXCl TATI ON
Power Li ne;

StarMark Series 10 W- 130 W Fl ash Lanp or Laser Di odes
Conbi Li ne;

St ar Mark Syst ens 10 W- 130 W n. a.
Mul ti Scan 100 W H gh Frequency

Power Li ne/ StarMark Series - The Conpany's standard PowerLi ne and Star Mark

| aser marking products consist of a CO, or solid-state laser in the range of
10 watts to 130 watts, a gal vo-head, a personal conputer with state-of-the-
art processor, and Rofin's proprietary Laser Wrk Bench, Visual Laser Marker
and Laser CAD- Software. The nodul ar desi gn of the PowerLine and Star Mark
markers enabl e custormers to order the nost suitable configuration for their
production processes or systens (e.g., CEMcustomers may order the |aser
head, power supply, and | aser cooling assenbly plates as subassenblies
without the cabinet for easier integration into the handling system specified
by the enduser). The PowerLine and StarMark solid-state |asers incorporate
either a dual or single lanp ceramic cavity design using "long-life" |anps or
di ode nodul es, both of which result in higher output power (and therefore

hi gher mar ki ng speeds), higher energy efficiency (and therefore reduced
operating costs), high beamquality (and therefore constant and reliable
marki ng quality), and |onger service intervals. The Conpany's proprietary
Laser Wrk Bench, Visual Laser Marker and Laser CAD- Sof t ware provi des operators
with a user-friendly desktop publishing environment that allows themto
mani pul ate fonts, inport graphics, preview narking and control all |aser
parameters and job prograns. Special options and accessories include a
doubl e- mar ki ng head al | owi ng mar ki ng speeds of up to 1,200 characters per
second in certain applications (nost notably marking of integrated circuits),
as well as beamsw tching and -splitting options for nmarking of products in
mul ti ple production lines using a single laser. Their nmain application,
besides a wide variety of possible applications, is the marking of plastics
and smart cards in the seniconductor/electronics industries.
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<PAGE>



Conbi Li ne/ StarMark Systens - Built on a nodul ar design, the Conbiline and
Star Mark Systens consists of a PowerLine or StarMark |aser marker that can be
conbined with a variety of parts handling systens devel oped by the Conpany,

i ncluding: notor driven positioning tables, foil handling systens for marking
| abel s, conveyor belts and pi ck-and-place systens. These allow the Conbi Li ne
and StarMark Systens to be custom zed as a turn-key system

Mil ti Scan - This Dot-Matrix marker, introduced in fiscal 1999, utilizes a 100
watt seal ed-of f CO, | aser (SC Series) and features the ability to mark
conponents that are noving at high speeds. The principal nmarket is the
packagi ng i ndustry.

LASER PRODUCTS FOR FI NE CUTTI NG FI NE WELDI NG AND PERFCRATI NG APPLI CATI ONS -
M CRO

The Company's family of |aser products for mcro applications is as foll ows:

LASER SERI ES PONER RANGE MODE COF EXClI TATI ON
StarWel d Series 20 W- 500 W Fl ash Lanp

StarCut Series 150 W- 300 W Fl ash Lanp
PerfolLas Systens n. a. n. a.

StarVeld Series - Rofin's standard StarWl d | aser products consist of pul sed
solid state lasers in the range of 20 watts to 500 watts. Their main
application, besides a wide variety of possible applications, is the fine-
wel ding of jewelry and dental parts. Principal rmarkets for these |asers are
medi cal devices and the jewelry industry.

StarCut Series - Rofin's StarCut |aser products use pul sed solid state | asers
in the range of 150 watts to 300 watts. Their main application is the fine
cutting of medical devices and integrated circuits. Principal markets for
these | asers are nedi cal devices and the semni conductor/el ectronics industry.

PerfolLas Systens - The PerfolLas Systens consist of a high power CO, |aser and
a speci al designed beam delivery and paper handling systemincluding a | aser
beam splitter (PerfolLas Miltiplexer) which allows the custoners to drill nore
t han 500, 000 hol es per second into paper or foils. The main application is
perforating of cigarette tip paper.

Appl i cati ons Devel opnent

In addition to manufacturing and selling | aser sources for macro (cutting and
wel ding) and | aser marking and mcro application products, Rofin operates
application centers in 9 countries where it devel ops | aser-based sol utions
for custoners seeking alternatives to conventional manufacturing techniques.
More than 25 years of |aser technol ogy experience and know how are enbodi ed
in Rofin's applications groups, developed as a result of its participation in
a broad range of industrial markets.

<PAGE>



Mar ket s and Custoners

Rofin is selling its | aser products and | aser-based systemsolutions to a

wi de range of industries. Qut of these, three industrial markets can be
clearly identified: the machi ne tool, autonotive, and sem conduct or
/electronics industries. The following table sets forth the distribution of
the Company's total sales anong the Company's principal markets:

Fi scal Years

Princi pal Market 2002 2001 2000 Primary Applications

Machi ne Tool 38% 32% 27% Cutting

Aut onot i ve 18% 10% 16% Wl ding and conponent marki ng

Semi conduct or / Marking of integrated circuits
El ectronics 9% 16% 24% and smart cards

The remai ni ng 35% 42% and 33% respectively, of laser sales in fiscal 2002,
2001, and 2000 were attributable to custonmers in a w de variety of other

i ndustries (including aerospace, consuner goods, mnedical device

manuf acturers, job shops, universities and institutes). No one customer
accounted for over 10%of total sales in any of such peri ods.

Sal es, Marketing and Distribution

Rofin sells its products in approximtely 35 countries to CEMs and to nmj or
end- users who have in-house engi neering resources capable of integrating
Rofin's products into their own production systens. Laser sources for
cutting applications are marketed and sold principally to CEMs in the nachine
tool industry who sell laser-cutting nmachines incorporating Rofin's products
wi t hout any substantial involvenent by Rofin. Laser sources for welding
applications are marketed and sold both to systens integrators and to end-
users. Laser marking products are narketed and sold directly to end-users
and to OEMs for integration into their handling systens (mainly for
integrated circuit and smart card marking applications). Laser mcro
products are marketed and sold directly to end-users and to distributors
(mainly for jewelry and dental applications). In the case of both welding

| asers and | aser marking products, the end-user is significantly involved in
the selection of the |aser conponent and will often specify to the CEMt hat
it desires a Rofin laser. In these cases, Rofin's application engi neers work
directly with the end-user to optim ze the application's performnce and
dermonstrate the advantages of the Conpany's products.

Rofin has approximately 100 direct sales engineers operating in 20 countries,
of which approximately 30 enpl oyees are dedi cated to narketing | aser nacro
products and approximately 70 are dedicated to marketing | aser marking and
mcro products. |In addition, Rofin has 14 independent distributors and

- 11 -
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agents marketing the Conpany's | aser products in Australia, Brazil, Dennmark,
India, Israel, the Philippines, Thailand, the People's Republic of China,

Pol and, Singapore, South Africa, Mexico, Sweden and Finland. Rofin directs
its worldwi de sal es and marketing of macro lasers fromits offices in
Hanbur g, Germany and for | aser diode conponents from Mai nz, Germany.
Wor | dwi de sal es and marketing of |aser marking products is directed from
Rofin's offices in GQunding-Minich, Germany and for |laser micro products it is
directed fromits offices in Starnberg, Germany. U. S. sales of Rofin's nmacro
and mcro |aser products are nmanaged out of the Conpany's Plynouth, M chigan
facility and for marking products out of its Boxborough, Massachusetts
facility. The Conpany al so maintains a sales office in Tenpe, Arizona to
support the expansion of Rofin's |aser marking business in the North Anerican
market. In Europe, Rofin also nmaintains sales and service offices in Italy,
France, Spain, the United Kingdom the Netherlands, Belgium Austria and
Switzerland. Sales and service offices are also nmaintained in South Korea,
Tai wan and Singapore to cover the Asial/Pacific region (other than Japan).

In Japan, the Conpany's principal distributor is its joint venture with
Mar ubeni Corporation and N ppei Toyanma Corporation

Cust ormer Service and Repl acenment Parts

During fiscal 2002, 2001, and 2000 approximately 31% 29% and 30% of the
Conpany's revenues were generated fromsal es of after-sal e services,

repl acenent parts and components for its |laser products. The Conpany
believes that a high |l evel of custoner support is necessary to successfully
devel op and nmaintain long-termrelationships with its CEM and end- user
custoners in its laser products and | aser nmarking and mcro systens business.
This close relationship is maintained as customers' needs change and evol ve.

Recogni zing the inportance of its existing and grow ng installed

mul ti national custoner base, the Conpany has expanded into new geographic
regi ons by providing |ocal service and support. Rofin has 261 customner
servi ce personnel. The Conpany's field service and i n-house technica
support personnel receive ongoing training with respect to the Conpany's
| aser products, maintenance procedures, |aser-operating techniques and
processing technol ogy. Mst of the Conpany's distributors also provide
custoner service and support.

Many of Rofin's |aser products are operated 24 hours a day in high speed,
quality-oriented manufacturing operations. Accordingly, the Conpany provides
24- hour, year-round service support to its custonmers in Gernmany, the United
States, and the majority of other countries in which it operates. The
Conpany plans to continue adopting simlar service support el sewhere. In
addition, eight-hour response tinme is provided to certain key custoners.

Thi s support includes field service personnel who reside in close proximty
to the Conpany's installed base. The Conmpany provides customers with process
di agnostic and verification techniques, as well as specialized training in
the operation and nmintenance of its systens. The Conpany al so offers

regul arly schedul ed and intensive training prograns and custom zed

mai nt enance contracts for its custoners
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O Rofin's custonmer service personnel, approxinmately 175 enpl oyees operate in
the field in 50 countries. Field service personnel are also involved in the
installation of the Conpany's systens.

Rofin's approach to the sale of replacenment parts is closely linked to the
Conpany's strategi c focus on rapid custonmer response. The Conpany provi des
around-t he-cl ock order entry and provi des sanme or next day delivery of parts
worl dwi de in order to mninize disruption to custoners' manufacturing
operations. Rofin generally agrees to provide after sale parts and service
for 10 years, if requested by the custoner. The Conpany's grow ng base of
installed | aser sources and | aser-based systens is expected to continue to
generate a stable source of parts and service sal es

COVPETI TI ON
Laser Products for Cutting and Wl ding - Macro

The market for |laser macro products and systens is fragnented, and includes a
| arge nunber of conpetitors, many of which are small or privately owned or

whi ch conpete with Rofin on a linited geographic, industry-specific or
application-specific basis. The Conpany al so conpetes in certain target
markets with conpetitors that are part of large industrial groups and have
access to substantially greater financial and other resources than the
Conpany. Conpetition anong | aser manufacturers includes attracting and

retai ning qualified engineering and technical personnel. The overal
conpetitive position of the Conpany w |l depend upon a nunber of factors,

i ncl udi ng product performance and reliability, customer support,
manufacturing quality, the conpatibility of its products with existing |aser
systens, and to continue the successful devel opment of products utilizing the
technol ogi es of diode | asers and di ode punped, solid-state |asers.

Rofin believes it is anong the top three suppliers of |aser sources in the
wor | dwi de market for nmacro applications. Conpanies such as Trunpf, Fanuc and
PRC (for high-power CO, |asers), Excel/Synrad and Coherent (for |ow power CO
| asers), Trumpf-Haas (for solid-state |asers) and Opt opower and Jenoptik (for
di ode | asers and | aser di odes) conpete in certain of the markets in which
Rofin operates. However, in the Conpany's opinion, none of these conpanies
conpetes in all of the industries, applications and geographic markets
currently served by Rofin. Only Trunpf/Haas has a product range and
wor | dwi de presence simlar to those of the Conpany. The Conpany believes
that it has a conpetitive advantage over these conpanies due to its exclusive
access (for material applications of 500 watts and above) to the patented

di ffusion cooling technology incorporated inits CO, Slab |asers. See

"Intell ectual Property".

Laser Marking and M cro Products

Signi ficant conpetitive factors in the |aser marking and mcro market include
system performance and flexibility, cost, the size of each manufacturer's
installed base, capability for customer support, and breadth of product |ine.
Because many of the conponents required to devel op and produce a | aser
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product for marking and mcro applications are conmercially avail abl e,
barriers to entry into this market are |ow, and the Conpany expects new
conpetitive product entries into this narket. The Conpany believes that its
product range for marking and micro applications will conpete favorably in
this market primarily due to the performance and price characteristics of
such products.

The Company's products conpete in the | aser marking market with conventiona

i nk-based and aci d-etching technol ogies, as well as with | aser nmask-marking.
In the mcro market the Conpany's products conpete with conventional welding,
et ching and spark erosion technol ogies. The Conpany believes that its
principal conpetitors in the |laser marking and nmicro market include Trunpf-
Haas, GSI Lunonics, Unitek Myachi, Lasag and Excel/Control Laser

Rofin al so conpetes with manufacturers of conventional non-laser products in
applications such as welding, drilling, soldering, cutting and marking. The
Conpany believes that as industries continue to nodernize, seek to reduce
production costs and require nore preci se and fl exi bl e manufacturing, the
features of | aser-based systens will becone nore desirable than systens

i ncorporating conventional nanufacturing techniques and processes. The

i ncreased acceptance of these |aser applications by industrial users will be
enhanced by product |ine expansion to include | ower and hi gher power 0,

| asers, advancenents in fiber-optic beamdelivery systens, inprovenents in
reliability, and the introduction of diode |asers and di ode punped, solid-
state | asers capable of perform ng heavy industrial material processing and
mar ki ng and mcro applications.

MANUFACTURI NG AND ASSEMBLY

Rofin manufactures and tests its hi gh-power CO, and solid-state | aser macro
products at its Hanmburg, Aschhei m Munich, Germany; Plynmouth, M chigan; and

At sugi -shi, Japan facilities. The Conpany's |aser marking products are
manufactured and tested at its facilities in @Gnding-Mini ch, Starnberg,
Cermany, Kingston upon Hull, UK, Singapore, and Boxborough, Massachusetts.

The products for mcro applications are manufactured and tested in Starnberg,
Germany. The diode | aser products are nanufactured and tested at its Minz,
Germany facility. Low power CO, | aser products are manufactured and tested in
Ki ngston upon Hull, UK  Coating of the Slab | aser electrodes is perfornmed at
the Overath, Germany facility.

G ven the conpetitive nature of the | aser business, the Company focuses
substantial efforts on maintaining and enhancing the efficiency and quality
of its manufacturing operations. The Conpany utilizes just-in-time and cell -
based manufacturing techni ques to reduce manufacturing cycle tines and
inventory levels, thus enabling it to offer on-time delivery and high quality
products to its customers.

Rofin's in-house manufacturing includes only those manufacturing operations
that are critical to achieve quality standards or protect intellectua
property. These manufacturing activities consist primarily of product

devel opment, testing of conponents and subassenblies (sorme of which are
supplied fromw thin the Conpany and others of which are supplied by third
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party vendors and then integrated into the Conpany's finished products),
assenbly and final testing of the conpleted product, as well as proprietary
sof tware design and hardware/software integration. The Conpany m nimzes the
nunber of suppliers and conponent types; however, wherever practicable, it
has at |east two sources of supply for key itenms. The Conpany has a
qualifying programfor its vendors and generally seeks to build long-term
rel ati onships with such vendors. The Conpany purchases certain najor
conponents fromsingle suppliers. The Conpany has reason to believe that it
could, if necessary, purchase such conponents fromalternative sources of
supply follow ng appropriate qualification of such new vendors. The Conpany
cannot assure, however, that alternative sources of supply could be obtained
on as favorable terns.

Rofin is commtted to nmeeting internationally recognized manuf acturing
standards. Its Hanburg, Qunding-Minich, Starnberg, Minz and Pl ynmouth
facilities are 1SO 9001 certified. The Plynmouth operation is qualified as a
"Q 1" supplier of Ford's "Q 1" quality managenent standards. In addition the
following facilities are 1SO 9002 certified: Panplona (Spain), Mlan (ltaly)
and Paris (France).

RESEARCH AND DEVELCPMVENT

During fiscal 2002, 2001, and 2000, Rofin's net spending on research and
devel oprent was $13.2 nillion, $14.8 million, and $13.0 mllion,

respectively. In addition, the Conpany received fundi ng under Gernan
government and European Union grants totaling $1.1 mllion, $1.2 mllion, and
$1.4 mllion, in fiscal 2002, 2001, and 2000, respectively.

Rofin's research and devel opnent activities are directed at neeting
Custoners' manufacturing needs and application processes. Core conpetencies
i nclude CO, gas |l asers, solid-state |asers, diode |asers, precision optics,

el ectroni ¢ power supplies, fiber optics, beamdelivery, control interfaces,
sof tware programmi ng and systens integration. The Conpany strives for
custoner-driven devel opnment activities and pronotes the use of alliances with
key custoners and joi nt devel opnent prograns in a wide range of its target
mar ket s.

The Company's research and devel opnment activities are carried out in seven
centers in Hanburg, Aschhei m Munich, Qundi ng-Minich, Starnberg and Minz (al
Germany), Kingston upon Hull (UK), and Plynouth, M chigan (USA) and are
centrally coordi nated and nmanaged. Rofin maintains cl ose working
relationships with the leading industrial, government and university research
| aboratories in Germany, including the Fraunhofer Institute for Laser
Technol ogy in Aachen, the Institute for "Techni sche Physi k" of the German
Space and Aerospace Research Center in Stuttgart, the Fraunhofer Institute
for Material Science in Dresden, the Laser Center in Hanover, and el sewhere
around the world, including the University of Alberta in Canada and the

Uni versity of Edinburgh, United Kingdom These relationships include funding
of research, joint devel opnent prograns, personnel exchange prograns and

l'i censing of patents devel oped at such institutes.
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I NTELLECTUAL PROPERTY

Rofin owns intellectual property, which includes patents, proprietary
sof tware, technical know how and expertise, designs, process techniques and
i nventi ons.

Whil e policies and procedures are in place to protect critical intellectua
properties, Rofin believes that its success depends to a | arger extent on the
i nnovative skills, know how, technical conpetence and abilities of Rofin's
personnel. The Conpany is al so an exclusive |licensee on a worl dwi de basis of
two U S. patents and their corresponding foreign counterparts, one of which
expires in 2007 and one of which expires in 2009 (as to which the license is
exclusive for the duration of the patent), covering the diffusion-cool ed
technology used in its Slab Series CO, lasers for industrial naterial
processing applications of 500 watts and above and a non-excl usive |icense
for application bel ow 500 watts. In Rofin's view, the technol ogy protected
by these two patents represents a significant step forward in industrial

| aser technol ogy for material processing and is an inportant source of
Rofin's future growh and profitability.

Rofin protects its intellectual property in a nunber of ways including, in
certain circunstances, patents. Rofin has sought patent protection primarily
inthe United States, Europe and Japan. Rofin currently holds 78 separate
patents for inventions relating to | asers, processes and power supplies with
expiration dates ranging from2004 to 2019. |In addition, 54 patent
applications have been filed and are under review by the patent authoriti es.
Rofin requires its enpl oyees and certain of its customers, suppliers,
distributors, agents and consultants to enter into confidentiality agreenments
to further safeguard Rofin's intellectual property.

Rofin fromtinme to tinme receives notices fromthird parties alleging

i nfri ngement of such parties' patent or other intellectual property rights by
Rofin's products. Wile these notices are common in the laser industry and
Rofin has in the past been able to devel op non-infringing technol ogy or

| i cense necessary patents or technology on comercially reasonabl e terns,
Rofin cannot assure that it would in the future prevail in any litigation
seeki ng damages or expenses from Rofin or to enjoin Rofin fromselling its
products on the basis of such alleged infringement. Nor can Rofin assure
that it would be able to develop any non-infringing technology or to license
any valid and infringed patents on commercially reasonable terns. |In the
event any third party nade a valid claimagainst Rofin or its custonmers and a
license were not nade available to Rofin on comercially reasonabl e terns,
Rofin woul d be adversely affected.

In July 1996, Rofin received notice of an opposition filed by a conpetitor in
t he European Patent Office ("EPO'), which challenges on a nunber of grounds
one of the two third-party patents |icensed exclusively by Rofin covering
certain aspects of its diffusion-cooled CO, Slab |aser. The hol der of the
patent has filed a response to the opposition, in response to which the party
opposi ng the patent has filed further subm ssions. The last submission in
the matter was nade in Septenber 1999. The Conpany has no informati on when a
deci sion can be expected. The U S.-issued counterpart of this patent was
previ ously the subject of a reexam nation proceeding in the U S. Patent and
Trademark O fice ("PTO"),
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at the conclusion of which the patent was upheld. Wile the decision of the
PTO i s not binding on the EPO, based on the outcome of the U S. reexam nation
proceedi ng and nanagenent's review of the argunents made in the opposing
party's notice of opposition and subsequent subm ssions, Rofin believes that
such notice of opposition is without substantial merit and that the patent
will be upheld by the EPO. However, no assurance can be given that there
will be a successful outcome for the holder of the patent and therefore for
Rofin in this opposition proceeding. |f the patent will not be upheld by the
EPO, Rofin can no | onger use the technol ogy in Europe on an excl usive basis
and, therefore, its business, results of operations and future growth and
profitability would be materially affected.

Fromtine to tine, Rofin files notices of opposition to certain patents on
| aser technol ogies held by others, including academic institutions and
conpetitors of Rofin, which Rofin believes could inhibit its ability to
devel op products in this area. |In particular, Rofin had a notice of
opposition in the EPO agai nst a patent held by a conpetitor which Rofin
believes conflicts with a third-party patent |icensed by Rofin covering
certain aspects of its diffusion-cooled CO, Slab laser. This case has been
settled out of court in July 2001.

In Decenber 1999, a conpetitor sued A-B Lasers, Inc., now Rofin-Baasel, Inc.
in US. federal court for alleged infringenent of a U S. patent concerning a
met hod of marking sem conductor material. |In February 2001, that conpetitor

also filed a conpl ai nt agai nst Baasel Lasertech, for alleged infringenent of
the same patent. Both cases were settled in August 2002

CRDER BACKLOG

The Conpany's order backl og was $46.4 million, $53.0 mllion, and $65.6
mllion, as of Septenmber 30, 2002, 2001, and 2000, respectively. The
Conpany's order backl og, which contains relatively little service, training
and spare parts, represents approximately three nonths of |aser shipnments.
The decrease in the Conpany's order backl og from Septenber 30, 2001, to

Sept enber 30, 2002, was prinmarily attributable to a high sales volune during
the fourth quarter of fiscal 2002. The fluctuation of the U S. dollar in
fiscal 2002 had a favorable effect of approximately $1.2 mllion on year-to-
year order backlog. The decrease in the Conpany's order backlog from

Sept enber 30, 2000 to Septenber 30, 2001, was prinmarily attributable to | ower
order intake for markers to the sem conductor and el ectronic industries in
Europe and Asia. The strengthening of the U S. dollar in fiscal 2001 had a
negative inpact of approxinmately $3.4 nillion on year-to-year order backl og.

An order is entered into backlog by Rofin when a purchase order with an
assigned delivery date has been received. Delivery schedul es range from one
week to six nonths, depending on the size, conplexity and availability of the
product or system ordered, although typical delivery dates for |aser source
products range between 8-16 weeks fromthe date an order is placed. Oders

i n backl og are subject to cancellation (subject to penalties), or
reschedul ing by the custoner. The Conpany's backl og on any particul ar date
is not necessarily indicative of actual sales for any future period.

The Company anti ci pates shi pping the present backlog during fiscal 2003.
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EMPLOYEES

At Septenber 30, 2002, Rofin had 1,192 full-time enpl oyees, of which 800 were
in Germany, 157 in the United States, 31 in France, 42 in Italy, 83 in the
United Kingdom 16 in Spain, 8 in the Netherlands, 17 in Singapore, 5 in
Korea, 7 in Taiwan, and 26 in Japan, whereas at Septenber 30, 2001, Rofin had
1,151 full-time enpl oyees, of which 785 were in Germany, 157 in the United
States, 28 in France, 38 in Italy, 66 in the United Kingdom 23 in Spain, 8
in the Netherlands, 21 in Singapore and 25 in Japan. The average nunber of
enpl oyees for the fiscal year ended Septenber 30, 2002 was 1, 166

Whi | e the Conpany's enpl oyees are not covered by coll ective bargaining
agreenents and the Conpany has never experienced a work stoppage, slowdown or
stri ke, the Conpany's enployees at its Hanburg and Starnberg facilities are

each represented by a ni ne-person works council, in @nding-Minich by a
seven- person work council. Additionally, Hanburg and Gundi ng- Muni ch are
represented by a four-person central works council. Matters relating to

conpensation, benefits and work rules are negotiated and resol ved between
managenent and the works council for the relevant |ocation. The Conpany
considers its relations with its enpl oyees to be excellent.

GOVERNMENT REGULATI ON

The majority of the Company's | aser products sold in the United States are
classified as dass |V Laser Products under applicable rules and regul ati ons
of the Center for Devices and Radi ol ogical Health ("CDRH') of the U S. Food
and Drug Administration. The same classification systemis applied in the
Eur opean markets. Safety rules are formulated with Deutsche Industrie Norm
(i.e., German Industrial Standards) or |SO standards, which are
internationally harnonized

Such regul ations generally require a self-certification procedure pursuant to
whi ch a manufacturer nust file with the CDRH with respect to each product
incorporating a |l aser device, periodic reporting of sales and purchases and
conpliance with product |abeling standards. The Company's |aser products for
macro, mcro and |aser narking applications can result in injury to human
tissue if directed at an individual or otherw se msused. The Conpany
believes that its |laser products for macro, mcro and marking applications
are in substantial conpliance with all applicable Iaws for the manufacture of
| aser devi ces.

Rl SK FACTORS
Downturns in the industry, particularly in the machine tool, autonotive and

sem conductor/el ectronics industries, nay have, in the future, a material
adverse effect on our sales and profitability.
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Qur busi ness depends substantially upon capital expenditures particularly by
manufacturers in the machine tool, autonotive and seni conductor/el ectronics

i ndustries. W estimate that approximately 65% of our |aser sales during
fiscal 2002 were to these three industry markets. These industries are
cyclical and have historically experienced periods of oversupply, resulting
in significantly reduced denmand for capital equipnent, including the products
manuf actured and marketed by us. For the foreseeable future, our operations
will continue to depend upon capital expenditures in these industries, which,
in turn, depend upon the market demand for their products. Qur net sales and
results of operations may be nmaterially adversely affected if downturns or

sl owmdowns in the machine tool, automotive, and seniconductor/el ectronics

i ndustries occur in the future.

W depend on the ability of our CEM custoners to incorporate our |aser
products into their systens.

Qur net sales depend in part upon the ability of our CEM custoners to devel op
and sell systens that incorporate our |aser products. Adverse economic
conditions, large inventory positions, limted nmarketing resources and other
factors affecting these CEM custoners could have a substantial inpact upon
our financial results. No assurances can be given that our CEM custoners
wi |l not experience financial or other difficulties that could adversely
affect their operations and, in turn, our financial condition or results of
oper ati ons.

W experienced in the past, and expect to experience in the future,
fluctuations in our quarterly results. These fluctuations may increase the
volatility of our stock price.

W have experienced and expect to continue to experience sonme fluctuations in
our quarterly results. W believe that fluctuations in quarterly results may
cause the nmarket prices of our comon stock, on the NASDAQ and the Frankfurt
St ock Exchange, to fluctuate, perhaps substantially. Factors which may have
an influence on the Conpany's operating results in a particular quarter
include: (i) the timng of the receipt of orders frommajor custoners; (ii)
product mix; (iii) conpetitive pricing pressures; (iv) the relative
proportions of domestic and international sales; (v) our ability to design,
manuf acture and i ntroduce new products on a cost-effective and tinely basis;
and (vi) the delayed effect of incurrence of expenses to devel op and inprove
mar keting and service capabilities. These and other factors make it
difficult for us to release precise predictions regarding the results and the
devel opnent of our business.

In addi tion, our backlog at any given tine is not necessarily indicative of
actual sales for any succeeding period. As our delivery schedule typically
ranges fromone week to six nmonths, our sales will often reflect orders
shipped in the same quarter that they are received. Moreover, customers may
cancel or reschedul e shipnents, and production difficulties could del ay
shipnments. Accordingly, the Conmpany's results of operations are subject to
significant fluctuations fromquarter to quarter. See also "Business-O der
Backl og. "
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G her factors that we believe nay cause the market price of our common stock
to fluctuate, perhaps substantially, include announcenents of new products,
technol ogi es or custoners by us or our conpetitors, devel opnents with respect
to intellectual property and shortfalls in our operations relative to

anal ysts' expectations. In addition, in recent years, the stock market in
general, and the shares of technol ogy conmpanies in particular, have
experienced wide price fluctuations. These broad nmarket and industry
fluctuations, particularly in the sem conductor/el ectronics and autonotive

i ndustries, may adversely affect the market prices of our common stock on the
NASDAQ and the Frankfurt Stock Exchange.

A high percentage of our sales are overseas and our results are therefore
subject to the inpact of exchange rate fluctuations.

Al though we report our results in U S dollars, approxinmately 67% of our
current sales are denom nated in other currencies, including the Euro,
British pound, Singapore dollar, Japanese yen, Korean won and Tai wanese NT
dollar. The fluctuation of the Euro, and the other functional currencies,
against the U.S. dollar has had the effect of increasing and decreasing (as
applicable) reported net sales as well as cost of goods sold and gross margin
and selling, general and admi nistrative expenses denonmi nated in such foreign
currencies when translated into U S. dollars as conpared to prior periods.
Qur subsidiaries will fromtime to tinme pay dividends in their respective
functional currencies, thus presenting another area of potential currency
exposure in the future

W al so face transaction risk fromfluctuations in exchange rates between the
various currencies in which we do business. W believe that a certain
portion of the transaction risk of our operations in multiple currencies is
mtigated by our hedging activities, utilizing forward exchange contracts and
forward exchange options. W also continue to borrow in each operating
subsidiary's functional currency to reduce exposure to exchange gai ns and

| osses. However, there can be no assurance that changes in currency exchange
rates will not have a naterial adverse effect on our business, financial
condition and results of operations.

The markets for our products are highly conmpetitive. This conpetition
requires us to continue a high level of investnment in engineering, research
and devel opnment, marketing and custoner service in order to be able to

mai ntain our conpetitive position

The laser industry is characterized by significant price and technica
conpetition. Qur current and proposed | aser products for |aser macro and
| aser marking and micro applications conpete with those of several well-
est abl i shed conpani es, sone of which are larger and have substantially
greater financial, managerial and technical resources, nore extensive
distribution and service networks and | arger installed custoner bases than
us.

<PAGE>



W believe that conpetition will be particularly intense in the CO, diode

| aser and solid state |aser markets, as many conpani es have committed
significant research and devel opnent resources to pursue opportunities in
these markets. There can be no assurance that we will successfully
differentiate our current and proposed products fromthe products of our
conpetitors or that the market place will consider our products to be
superior to conpeting products. Because nmany of the conmponents required to
devel op and produce a | aser-based narking systemare commrercially avail abl e,
barriers to entry into this market are relatively low, and we expect new
conpetitive product entries in this market. To mamintain our conpetitive
position in this market, we believe that we will be required to continue a
hi gh level of investment in engineering, research and devel opment, marketing
and custoner service and support. There can be no assurance that we will
have sufficient resources to continue to nmake these investnents, that we wll
be able to nmake the technol ogi cal advances necessary to naintain our
conpetitive position, or that our products will receive market acceptance.
See al so "Busi ness- Conpetition."

Qur future growth and conpetitiveness depend upon our ability to devel op new
and enhanced products to nmeet narket demand and to increase our market share
for laser marking and nicro products.

If we are to increase our laser sales in the near term these sales will have
to come through increases in market share for our existing products, through
t he devel opnent of new products, or through the acquisition of conpetitors or
their products. To date, a substantial portion of our revenues has been
derived from sal es of high-powered CO, | aser sources and solid state |aser
sources. |In order to neet increasing nmarket demand, we intend to devote
substantial resources to: (i) broadening our CG | aser product range; (ii)

i ncreasing the output power of our CO, | aser sources, diode |lasers and di ode
punped solid state | aser products and (iii) continuing to reduce the

manuf acturing costs of our product range to achieve nmore attractive pricing.

A large part of our growmh strategy depends upon being able to increase
substantially our narket share for |aser marking and mcro products,
particularly in the United States.

If we are unable to inplenment our strategy to devel op new and enhanced
products, in the way descri bed above, we may not be able to increase our
revenues. As a result, our business, operating results and financi al
condition could be adversely affected. No assurance can be given that we
wi Il successfully inplenment our business strategy or that any of the newy
devel oped or enhanced products will achi eve market acceptance or not be
rendered obsol ete or unconpetitive by products of other conpanies. See also
"Managenent ' s Di scussion and Anal ysis of Financial Condition and Results of
Oper ations" and "Business-Rofin's Laser Products".
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Wiile there are currently no commitnents with respect to any future nmateria
acqui sitions, our business strategy includes the expansion of our products
and services, which may be effected through acquisitions. W, fromtine to
time, review various opportunities to acquire businesses, technol ogies or
products conplenentary to our present business. There can be no assurance
that we will be able to integrate any acquired business effectively or that
any acquisition will result in long-termbenefits to us.

Qur failure to avoid litigation for infringement or mi sappropriation of
propriety rights of third parties or to protect our propriety technol ogy
could result in a loss of revenues and profits.

VW, fromtine to tine, receive notices fromthird parties alleging

i nfri ngement of such parties' patent or other proprietary rights by our
products. Wile these notices are comon in the | aser industry and we have
in the past been able to devel op non-infringing technol ogy or |icense
necessary patents or technol ogy on commercially reasonable terns, there can
be no assurance that we would in the future prevail in any litigation seeking
damages or expenses fromus or to enjoin us fromselling its products on the
basis of such alleged infringenent, or that we would be able to devel op any
non-i nfringing technology or license any valid and infringed patents on
comercially reasonable terms. In the event any third party nade a valid

cl ai magai nst us or our custoners and a |license were not nade available to us
on comercially reasonable terns, we woul d be adversely affected.

In particular, we are currently involved in a proceedi ng pendi ng before the
EPO concerning a notice of an opposition filed by a conpetitor, which
chal I enges one of the two third-party patents |icensed exclusively by us
covering certain aspects of our diffusion-cooled C2 Slab | aser. See

"Busi ness-Intellectual Property". 1In the event that the respective
conpetitor succeeds in this proceeding, our business, financial position and
results of operations would be materially adversely affected.

Qur future success depends in part upon our intellectual property rights,

i ncluding trade secrets, know how and conti nui ng technol ogi cal innovation
There can be no assurance that the steps taken by us to protect our
intellectual property rights will be adequate to prevent m sappropriation or
that others will not devel op conpetitive technol ogi es or products.

W currently hold 78 United States and foreign patents on our |aser sources,
with expiration dates ranging from 2004 to 2019. |In addition, 54 patent
applications have been filed and are under review by the patent authoriti es.
There can be no assurance that other conpanies are not investigating or
devel opi ng other technol ogies that are simlar to ours, that any patents will
i ssue fromany application filed by us or that, if patents do issue, the
clainms allowed will be sufficiently broad to deter or prohibit others from
marketing simlar products. |In addition, there can be no assurance that any
patents issued to us will not be challenged, invalidated or circunvented, or
that the rights thereunder will provide a conpetitive advantage to us. See
al so "Business - Intellectual Property".

<PAGE>



Qur inability to manage the risks associated with our internationa
operations could adversely affect our business.

Qur products are currently marketed in approximately 35 countries, with
Germany, the rest of Europe, the United States and the Asial/Pacific region
being our principal markets. Sales in our principal markets are subject to
risks inherent in international business activities, including the genera
econom ¢ conditions in each such country or region, overlap of differing tax
structures, managenent of an organi zation spread over various jurisdictions,
unexpect ed changes in regulatory requirenments and conpliance with a variety
of foreign laws and regul ati ons such as inport and export |icensing
requirenents and trade restrictions. Qur failure to manage the risks

associ ated with our international business operations could have a materi al
adverse effect on our sales and profitability.

Qur profitability nmay be adversely affected by the economic sl owdown in the
United States, Europe, or the Asia/Pacific region. A recession in these
economies could trigger a decline in |laser sales to the autonotive and

sem condutor/ el ectronics industries, and any rel ated weaknesses in their
respective currencies could adversely affect consuner demand for our
products, the U S. dollar value of our foreign currency denoni nated sal es,
and ultimately our consolidated results of operations.

| TEM 2. PRCOPERTI ES

The Company's manufacturing facilities include the foll ow ng:

Owned or Si ze

Location of Facility Leased (sq. ft.) Primary Activity
Hanbur g, Gernmany Owned* 136, 489 C2 | asers,

solid-state |asers
St arnberg, Germany Leased 95. 043 Laser marking and micro

products, power supplies
@undi ng- Muni ch, Ger many Leased 65, 302 solid-state | asers,

| aser marki ng products
Pl ymout h, M chi gan Leased 52,128 CO, | asers
Ki ngston upon Hul I,

Uni ted Ki ngdom Leased 48,485 Low power C2 | asers

Aschhei m Muni ch, Ger many Leased 23,080 C2 | asers
Boxbor ough, Massachusetts Leased 22,000 Laser marki ng products
Mai nz, Ger many Leased 25,254 D ode | asers & components
Overat h, Cernmany Leased 14, 447 Coating of materials
Sakai Atsugi-shi, Japan Leased 9,763 C2 | asers
Panpl ona, Spain Owned 7,532 Laser marking systens
Si ngapor e Leased 6, 026 Laser marking products
* The facility is owned by RSL; the real property on which the facility

is located is |l eased by RSL under a 99-year |ease.
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The Kingston upon Hull, United Kingdomfacility | ease expires in 2007. The
@undi ng- Muni ch, Gernmany facility | ease expires in 2005 and 2007, with an
optional yearly notice of ternmination. The |eases on its Japanese facilities
in Atsugi-shi expire in 2004 with a renewal option for three years. The

Mai nz, CGermany facility | ease expires in 2010 and the Overath, Gernany
facility leases expire in 2003 and 2004 with a renewal option of 5 years.

The Singapore facility |lease expires in 2003, with a renewal option for three
years. The Starnberg, Germany main facility is |eased until 2017 froma
menber of the Conpany’s board of directors and, includes a clause to

term nate the | ease contract within a two-year notice period during the
contract period. The Aschheim Minich, Germany facility | ease expires in
2010, with a renewal option until 2015. The leases on its U S. facilities in
Boxbor ough, Massachusetts, and Plynmouth, M chigan expire in 2006 and 2013,
respectively.

The Conpany naintains sales, adm nistration and research and devel opnent
facilities at each of the Hanburg, Aschhei m Muni ch, Starnberg, Qundi ng-

Muni ch, Mainz, Kingston upon Hull and Plynmouth | ocations. The Conpany al so
mai ntai ns sal es and service offices worldw de, all of which are | eased.

The Conpany believes that its existing facilities are adequate to neet its
currently projected needs for the next 12 nonths and that suitable additiona
or alternative space would be available, if necessary, in the future on
conmercially reasonable terms. The Conpany expects to nmake additiona

capital expenditures to support its diode |aser and di ode punped, solid-state
| aser devel opnent activities in Gernany.

| TEM 3. LEGAL PROCEEDI NGS

See "Intellectual Property" for further discussion on outstanding |ega
pr oceedi ngs.

| TEM 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS

There were no matters submitted to a vote of the security holders during the
fourth quarter of fiscal 2002
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PART |1

| TEM 5. MARKET PRI CE OF THE REG STRANT' S COVMON EQUI TY AND RELATED
STOCKHOLDER MATTERS

The Company's comon stock is traded on the NASDAQ National WMarket, and,
since July 2, 2001 also on the Gernman Neuer Markt, under the synbols RSTI and
German securities identification nunber 902757, respectively. The Deutsche
Borse has recently decided to reorgani ze the market segnents at the Gernan
stock exchange into a prine standard segnment and a donestic standard segment.
RSTI will apply for the prime standard segnent due to the discontinuing of
the Neuer Markt. The table below sets forth the high and | ow sales prices of
the Conmpany's comon stock for each quarter ended during the last two years
as reported by the National Association of Securities Dealers, Inc.

Common Trade Prices

Quarter ended H gh Low
Decenber 31, 2000 $ 12 2/5 $ 6 1/2
March 31, 2001 $ 10 7/8 $ 7 1/2
June 30, 2001 $ 14 1/50 $ 8 13/20
Sept enber 30, 2001 $ 13 1/ 20 $ 7 1/50
Decenber 31, 2001 $ 10 1/7 $ 7

March 31, 2002 $ 11 $ 8 1/5
June 30, 2002 $ 10 2/3 $ 87/9
Sept enber 30, 2002 $ 92/3 $ 6 2/7

At Decenber 20, 2002, the Conmpany had el even hol ders of record of its comon
stock and 11, 552,100 shares outstanding. The Conpany has not paid dividends
on its comon stock and does not anticipate paying dividends in the
foreseeable future
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| TEM 6. SELECTED FI NANCI AL DATA

The following table sets forth selected consolidated financial data for the
five fiscal years ended Septenber 30, 2002. The information sets forth bel ow
shoul d be read in conjunction with the consolidated financial statenents and
notes thereto filed as part of this annual report.

Year ended Septenber 30,

(in thousands, except share anounts)
STATEMENT OF | NCOVE DATA:

Net sal es $221, 948 $220, 557 $171, 187 $124, 024 $117, 583
Cost of goods sold 143,128 138,408 106,890 82,230 74,476
G oss profit 78,820 82,149 64,297 41,794 43,107
SGRA expenses 46, 401 41, 841 29, 593 23,706 22,315
Anortization expense 3,762 3,653 1,701 341 341
R&D expenses 13, 249 14, 798 12, 953 11, 808 9, 960
Speci al charge -- 700 2,812 -- --
I ncome from operations 15,408 21,157 17,238 5,939 10,491
Net interest expense (incone) 3,407 3,328 637 ( 702) (759
I ncone before incone taxes 12,385 18,177 16,079 6,875 11,799
Net tax expense 7,384 10, 962 8, 202 3,242 5,118
Net incone 5,001 7,215 7,877 3, 633 6, 681
Net incone per common

share - Basic 0.43 0. 62 0. 68 0.32 0.58
Net incone per common

share - Diluted 0.43 0. 62 0. 68 0.32 0.58
Shares used in conputing net

i ncome per share - Basic 11, 552 11, 547 11, 538 11, 527 11, 517
Shares used in conputing net

i ncome per share - Diluted 11, 592 11, 601 11, 622 11, 527 11, 615
OPERATI NG DATA (as percentage of sales):
G oss profit 35. 5% 37.2% 37.6% 33.7% 36. 7%
SG&A expenses 20. 9% 19. 0% 17.3% 19.4% 19. 3%
R&D expenses 6. 0% 6. 7% 7.6% 9. 5% 8. 5%
I ncome from operations 6. 9% 9. 6% 10. 1% 4. 8% 8. 9%
I ncomre before incone taxes 5. 6% 8.2% 9. 4% 5.5% 10. 0%

BALANCE SHEET DATA:

Wor ki ng capital $ 81,661 $ 65,407 $ 62,648 $ 73,734 $ 67,119

Total assets 240,815 227,304 218,414 147,213 143,742

Line of credit and | oans 63,135 64,312 74,921 27,271 22,703

St ockhol ders' equity 108,418 99,051 90,719 90,676 90, 765
- 26 -
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| TEM 7. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI TI ON AND
RESULTS OF OPERATI ONS

OVERVI EW

Rofi n- Si nar Technol ogies Inc. (herein also referred to as "Rofin-Sinar", or

t he "Conpany” or "we", "us" or "our") is a leader in the design, devel opnent,
engi neering, manufacture and narketing of |aser-based products used for
cutting, welding and marking a wi de range of materials.

During fiscal year 2002, we realized approxi mately 53% of revenues from sal es
and servicing of |aser products for macro applications and approxi mately 47%
fromsal es and servicing of laser products for marking and m cro-nmachini ng
appl i cati ons.

On May 10, 2000, the Company acquired 90.01% of the share capital of Carl
Baasel Lasertechnik GrbH ("Baasel Lasertech") through its wholly owned

subsi diary Rofin-Sinar Laser GwbH Hanburg, Germany for 44.3 million Euro
($40.2 mllion, at the May 10, 2000 exchange rate) in cash. Additionally,
RSTI refinanced 23.4 nmillion Euro of the then outstandi ng debt of Baase
Lasertech. In connection with the acquisition and integrati on of Baase
Lasertech into the Conmpany's operations, including the consolidation of
certain product lines, RSTI has recorded a special charge of $2.8 mllion, in
fiscal year 2000, to wite-off certain of its inventories, which will be

di scontinued. In Septenber 2001 Baasel Lasertech was transforned into Carl
Baasel Lasertechnik GrbH & Co. KG ("CBL"), a limted partnership. The
Conpany and the minority sharehol der of CBL are party to an option agreenent
for the renmining share of capital held by the mnority sharehol der for a
fixed price of 6.3 mllion Euro. Accordingly, the acconpanying financi al
statenments present CBL as if it was 100% owned. Effective Decenber 31, 2002
the mnority sharehol der resigned fromthe limted partnership. Accordingly,
the remai ni ng shares of CBL will be purchased by RSL during fiscal 2003 for
the fixed price of 6.3 mllion Euro.

On February 28, 2001, the Conpany acquired 80% of the share capital of Z-
Laser S. A through its wholly owned subsidiary Rofin-Baasel Espana, S. A
Barcel ona, Spain for $3.3 mllion in cash. At the end of June 2001, Z-Laser
S.A. was nerged into Rofin-Baasel Espana S.L.. As a result of this merger
the minority sharehol der owns 17% of the total stock of the new Spanish
subsi di ary.

On Cctober 5, 2001, the Conpany sold the assets of its nmedical |aser business
resulting in a gain of $0.7 nmllion. As part of the proceeds fromthe sale,
t he Conpany recei ved marketabl e equity securities which have been classified
as trading securities, under "other current assets and prepaid expenses" in

t he acconpanyi ng bal ance sheet, as the Conpany intends to sell these
securities in the near term During the nine nonths ended Septenber 30,

2002, the Company recorded an unrealised loss of $0.2 mllion related to such
securities.
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On June 22, 2001, the shares of the common stock of Rofin-Sinar Technol ogi es,
Inc. were admtted to the regul ated narket (Geregelter Markt) with trading on
the Neuer Markt of the Frankfurt Stock Exchange in Germany. The Deutsche
Boerse AG has recently decided to reorgani ze the market segnents at the
Frankfurt Stock Exchange into a Prine Standard segnent and a General Standard
segnent, and elimnate the Neuer Markt no later than 2004. Effective January
1, 2003, RSTI will be listed in the Prine Standard segnent.

Qut | ook

Managenent believes that the near termgrowh in the Conpany’s macro business
wi || be under continued pressure given the current nmarket environment for

i nvestnment in capital goods. In the Conpany’s nmarking and m cro busi ness
managenent sees sone positive devel opments fromthe sem conductor and

el ectroni cs market which should lead to increased sales in the com ng
quarters. Qur diode |aser products, which are sold prinmarily in our macro
busi ness, have experienced quality issues that have affected the perfornmance
of certain units in the field. As a result, during the periods reported in
this annual report on Form 10-K, the Conpany has incurred additional costs
that were higher than anticipated, which had an adverse inpact on our gross
margi n, and therefore our profitability, in these periods. Managenent
expects to achieve inprovenents on these quality-related issues in its diode
| aser product line during the next quarters, and has established reserves for
the associated costs estimated to be incurred during such period related to
products that have been sold prior to Septenber 30, 2002. Managenent
bel i eves that the Company’s profitability on future sal es of diode |aser
products may continue to be affected in the near termas these issues are
resol ved.

Critical Accounting Policies

The Conmpany's significant accounting policies are nore fully described in
Note 1 of the consolidated financial statenments and footnotes. Certain of
the accounting policies require the application of significant judgrment by
managenent in selecting appropriate assunptions for cal culating financial
estinmates. By their nature, these judgnments are subject to an inherent
degree of uncertainty.

Al | owance for Doubtful Accounts

The Conpany records all owances for uncollectible customer accounts
recei vabl e based on historical experience. Additionally, an allowance
i s made based on an assessnent of specific custoners’ financia
condition and liquidity. If the financial condition of the Conpany’s
custoners were to deteriorate, additional allowances may be required

I nventory Val uation

The Company wites down inventory for estimated obsol escence or
unmar ket abl e i nventory equal to the difference between the cost of
inventory and the estinmated market val ue based upon assunptions about
future demand and market conditions. |f actual market conditions are
| ess favorabl e than those projected by nanagenent, additional inventory
wite-downs nmay be required.
- 28 -
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Warranty Reserves

The Company provides for the estinmated costs of product warranties when
revenue is recognized. Qur estimate of costs to fulfill our warranty
obligations is based on historical experience and expectation of future
conditions. To the extent we experience increased warranty claim
activity or increased costs associated with servicing those clains,
revisions to the estimated warranty liability woul d be required.

RESULTS OF OPERATI ONS

For the periods indicated, the followi ng table sets forth the percentage of
net sales represented by the respective line itens in the Conpany's
consol i dated statenents of operations.

Fi scal Year Ended Septenber 30,

2002 2001 2000
Net sal es 100% 100% 100%
Cost of goods sold 64% 63% 62%
G oss profit 36% 37% 38%
Selling, general and administrative expenses 21% 19% 17%
Research and devel opnent expenses 6% 7% 7%
Goodwi | | anortization 2% 1% 1%
Speci al charge 0% 0% 2%
I ncome from operations 7% 10% 10%
I ncone before incone taxes 6% 8% 9%
Net incone 2% 3% 5%

FI SCAL 2002 COVPARED TO FI SCAL 2001

Net Sales - Net sales of $221.9 nmillion represent an increase of $1.4 mllion
and 0.6% over the prior year. Net sales decreased $11.8 mllion, or 7% in
Eur ope/ Asia and increased $13.2 nillion, or 29% in the United States, as
conpared to the prior year. The U S. dollar weakened agai nst foreign
currenci es, which had a favorable effect on net sales of $4.3 million. Net
sal es of |aser products for nmacro applications increased by 10%to $117.3
mllion, over the prior year, primarily due to a result of higher macro | aser
shipnments to the machine tool industry. Net sales of |lasers for marking and
mcro applications decreased by 8%to $104.6 million conpared to fiscal 2001,
mainly as a result of |ower marking | aser shipnents to the sem conductor and
el ectroni c industry.

G oss Profit - The Conpany's gross profit of $78.8 mllion decreased by $3.3
mllion and 4% over the prior year. As a percentage of sales gross profit
decreased from37%to 36% The | ower percentage margin in fiscal 2002 was
primarily a result of the overall change in product mix and hi gher than
anticipated costs in our |aser diode related high power |aser products.

Goss profit was favorably affected by $0.4 nillion in fiscal 2002 due to the
weakeni ng of the U S. dollar.
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Sel ling, CGeneral and Adm nistrative Expenses - Selling, general and

admi ni strative expenses increased $4.6 mllion or 11%to $46.4 mllion,
conpared to fiscal 2001 primarily due to additional |egal expenses to settle
the outstanding patent infringenent case ($2.3 mllion,) and a wite off and
an increase in the allowance for bad debts ($1.1 million), as a result of
sone | arge custoners declaring bankruptcy in the current year. As a

percent age of net sales selling, general and adm nistrative expenses
increased from19%to 21% Selling, general and adm nistrative expenses were
unfavorably affected by $0.9 nmillion in fiscal 2002 due to the weakeni ng of
the U S. dollar.

Research and Devel opnent - The Conpany spent net $13.2 million on research
and devel opnment, this represents a decrease of 10%or $1.5 mllion over

fiscal 2001. G oss research and devel opnent expenses for fiscal 2002 and
2001 were $14.3 million and $16.0 mllion, respectively, and were reduced by
$1.1 mllion and $1.2 mllion of government grants during the respective
periods. Research and devel opnment expenses were unfavorably affected by $0.4
mllion in fiscal 2002 due to the weakening of the U S. dollar.

I ncone Tax Expense - Incone tax expense of $7.4 nillion in fiscal 2002 and
$11.0 million in fiscal 2001 represent effective tax rates of 59.6% and

60. 3% respectively. The effective tax rate exceeds the actual statutory
rate (which ranges from30%to 46% principally to mnority interest and

ot her permanent differences, non-deductible goodwill anortization and
increases in the deferred tax asset valuation all owance, offset by the effect
of changes in the tax lawin the US.

Net Incone - As a result of the foregoing factors, the Conpany's net income
of $5.0 mllion ($0.43 per diluted share) in fiscal 2002 decreased by $2.2
mllion over the prior year's net incone of $7.2 mllion ($0.62 per diluted
share). As an effect of currency translation, net inconme decreased by $1.2
mllion, or 19% of fiscal 2002 net incone.

FI SCAL 2001 COVPARED TO FI SCAL 2000

Net Sales - Net sales of $220.6 mllion represent an increase of $49.4
mllion and 29% over the prior year. The increase is a result of the Baase
Lasertech being included in the financial results for the entire fiscal year
Net sal es increased $46.3 mllion, or 36% in Europe/Asia and an increase of
$3.1 mllion, or 7% in the United States, as conpared to the prior year

The U.S. dollar strengthened agai nst foreign currencies, which had an
unfavorabl e effect on net sales of $14.1 nmillion. Net sales of |aser products
for macro applications increased by 12%to $106.6 mllion, over the prior
year. The Baasel Lasertech acquisition accounted for $7.9 million, or 69% of
the increase in net sales of |aser macro products. Net sales of |asers for
mar ki ng and mcro applications increased by 50%to $114.0 nillion conpared to
fiscal 2000. |In fiscal 2001, $41.4 mllion of the increase in marking and

m cro revenue was due to the Baasel Lasertech acquisition, which was offset
by a Il ower demand for |aser markers in the sem conductor and el ectronics

i ndustry by $3.4 mllion
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Goss Profit - The Conpany's gross profit of $82.1 mllion increased by $17.9
mllion and 28% over the prior year. As a percentage of sales gross profit
decreased from38%to 37% The | ower percentage margin in fiscal 2001 was
primarily a result of a |l ess favorable product mx. Goss profit was
unfavorably affected by $4.3 mllion in fiscal 2001 due to the strengthening
of the U S. dollar.

Sel l'ing, CGeneral and Adm nistrative Expenses - Selling, general and

admi ni strative expenses increased $12.2 million or 41%to $41.8 million,
conpared to fiscal 2000 primarily due to increased sales activities of the
Rofin group and additional costs in connection with the Baasel Lasertech
group reorgani zation. As a percentage of net sales selling, general and

adm ni strative expenses increased by 2% from 17%to 19% Selling, genera
and admi ni strative expenses were favorably affected by $2.5 nmillion in fisca
2001 due to the strengthening of the U S. dollar.

Research and Devel opnent - The Conpany spent net $14.8 million on research
and devel opnent, this represents an increase of 14.2%or $1.8 mllion over
fiscal 2000, mainly related to the Baasel Lasertech acquisition. G oss
research and devel opment expenses for fiscal 2001 and 2000 were $16.0 mllion
and $14.4 mllion, respectively, and were reduced by $1.2 mllion and $1.4
mllion of government grants during the respective periods. Research and
devel opnent expenses were favorably affected by $1.1 million in fiscal 2001
due to the strengthening of the U S. dollar.

I ncome Tax Expense - |Incone tax expense of $11.0 million in fiscal 2001 and
$8.2 mllion in fiscal 2000 represent effective tax rates of 60.3% and 51. 0%
respectively. The increase in effective tax rate was due primarily to higher
amount s of nondeductible goodwi I, a higher portion of current year profit
generated in tax jurisdictions, such as Germany, with higher statutory tax
rates, and losses in certain countries, which currently do not generate tax
benefits.

Net Incone - As a result of the foregoing factors, the Conmpany's net income
of $7.2 mllion ($0.62 per diluted share) in fiscal 2001 decreased by $0.7

mllion over the prior year's net incone of $7.9 mllion ($0.68 per diluted
share). As an effect of currency translation, net inconme increased by $0.5
mllion, or 9% of fiscal 2001 net incone.

LI QU DI TY AND CAPI TAL RESOURCES

The Company's primary sources of liquidity at Septenber 30, 2002 were cash
and cash equival ents of $20.3 mllion, an annually renewable $25.0 mllion
line of credit with Deutsche Bank AG and several other lines of credit to
support foreign subsidiaries in their local currencies in an aggregate anount
of $29.0 million (translated at the applicabl e exchange rate at Septenber 30,
2002). As of Septenber 30, 2002, $12.7 nillion was outstandi ng under the
Deut sche Bank facility and $11.4 mllion under other lines of credit.
Therefore, $29.9 million is unused and avail abl e under Rofin's |lines of
credit.
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Addi tionally, the Conpany has outstanding |ong-termdebt with a German
bank, which was used to finance part of the acquisition, and to refinance
the existing debt, of Baasel Lasertech. At Septenber 30, 2002, $39.0
mllion was outstandi ng under this credit agreenent.

Cash and cash equival ents increased by $6.8 mllion during fiscal 2002
Approximately $16.2 mllion in cash and cash equival ents were provi ded by
operating activities, primarily as the result of net income and the increase
of non-cash items as well as the decrease in working capital

Uses of cash frominvesting activities totaled $3.5 nmllion for the year
ended Septenber 30, 2002 and related primarily to various additions to
property and equi pment in connection with the expansion of the Conpany's
operations ($4.5 mllion) partially offset by the cash proceeds of the sale
of the medical |aser business ($0.9 mllion).

Net cash used in financing activities totaled $5.8 nmillion and was
primarily related to current period repaynents of bank debt.

Managenent believes that the cash flow from operations, along with existing
cash and cash equivalents and availability under our credit facilities and
lines of credit, will provide adequate resources to neet our capita

requi renents and operational needs at |east through 2003.

Currency Exchange Rate Fluctuations

Al t hough the Conpany reports its' Consolidated Financial Statements in U S
dollars, approximately 67%of its sales are denominated in other currencies,
primarily European euro, British pound, Singapore dollar, Dutch guilder,

Tai wanese dol | ar, Korean won and Japanese yen. Net sal es and costs and

rel ated assets and liabilities are generally denomnated in the functiona
currencies of the operations, thereby serving to reduce the Conpany's
exposure to exchange gai ns and | osses.

Exchange differences upon translation fromeach operation's functiona
currency to United States dollars are accunul ated as a separate conponent of
equity. The currency transl ation adjustnment conponent of sharehol ders
equity had the effect of decreasing total equity by $6.2 mllion at Septenber
30, 2002 as conpared to $10.6 mllion at Septenber 30, 2001

The fluctuation of the Euro and the other relevant functional currencies
against the U.S. dollar has had the effect of increasing or decreasing (as
appl i cable) reported net sales, as well as cost of goods sold and gross
margi n and selling, general and administrative expenses, denomi nated in such
foreign currencies when translated into U.S. dollars as conmpared to prior
peri ods.
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The following table illustrates the effect of the changes in exchange rates
on the Conpany's fiscal 2002, 2001 and 2000 net sales, gross profit and
i ncome from operations.

Fi scal 2002 Fi scal 2001 Fi scal 2000
At 2001 At 2000 At 1999
Exchange Exchange Exchange

Act ual Rat es Act ual Rat es Act ual Rat es

(in milions)

Net sal es $221.9 $ 217,6 $ 220.6 $ 234.7 $ 171.2 $ 184.5
G oss profit 78.8 78, 4 82.1 86. 4 64. 3 69. 4
Incone fromoperations 15.4 16. 3 21.2 21.9 17.2 19.5

Bet ween fiscal 2002 and 2001, the Euro yearly average strengthened agai nst
the U.S. dollar by approximately 3.6% The inpact of this weakening was to
i ncrease net sales and gross profit by $4.3 and $0.4, respectively and
decrease incone fromoperations by $0.9 mllion

Bet ween fiscal 2000 and 2001, the Euro yearly average weakened agai nst the
U S dollar by approximately 8.2% The inpact of this weakening was to
decrease net sales, gross profit and income fromoperations by $14.1, $4.3
and $0.7 mllion, respectively.

Recent Accounting Pronouncenents

In July 2001, the Financial Accounting Standards Board ("FASB") issued
Statenment No. 142, "Goodwill and O her Intangibles", under which goodw ||

will no |l onger be subject to anortization, but will be subject to an annua

i mpai rment test. Intangible assets that are not deenmed to have an indefinite
life will continue to be anortized over their useful lives. Statenent No.
142 was adopted by the Company on Cctober 1, 2002. At the date of adoption,
the Company’s bal ance sheet included goodwi || and other intangible assets of
$49.7 mllion. Subsequent to adoption of Statement 142, anortization of
goodwi I I (which totaled $3.8 million in fiscal 2002) will be ceased. The
Conpany has until March 31, 2003 to conplete an anal ysis to determ ne whet her
an indication exists that goodwi Il may be inpaired. However, nanagenent
currently believes that the adoption of the inpairment provisions of
Statenment No. 142 will not result in the recognition of any transitiona

i mpai rnent | osses which would be reflected as the cunmul ative effect of a
change i n accounting principle.

FASB St atenent No. 143, "Accounting for Asset Retirement Cbligations" will be
effective for financial statenents issued in the Conmpany’s fiscal year 2003.
This statenent requires that the fair value of a liability for an asset
retirement obligation for tangible |ong-lived assets be recognized in the
period in which it is incurred if a reasonable estimate of fair value can be
made. Managenent believes that the adoption of Statement No. 143 will have no
i mpact on the Conpany’s financial position or results of operations, as of
the date of adoption

- 33 -
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FASB Statenment No. 144, "Accounting for the |npairnent or Disposal of Long-
Li ved Assets" was adopted by the Conpany as of Cctober 1, 2002. This
statenent addresses financial accounting and reporting for the inpairnent of
I ong-1lived assets and for long-lived assets to be disposed of, and
establishes criteria and net hodol ogi es for the recognition and measurenent,
classification and val uation of such assets. Managenent believes that the
adoption of this statenent will not have a material effect on the Conpany’s
financial position or results of operations, as of the date of adoption

FASB I nterpretation No. 45, "Quarantor’s Accounting and D scl osure
Requirenments for Quarantees, Including Indirect Guarantees of |ndebtedness of
G hers" requires increased disclosures regarding certain guarantees and
requires the recognition at fair value in the bal ance sheet of certain
guarantees. Interpretation No. 45 is required to be adopted by the Conpany
for financial statenents issued in the Conpany’'s fiscal year 2003.

Managenent believes that the adoption of this interpretation will not have a
material effect on the Conpany’s financial position or results of operations,
as of the date of adoption.

In June 2002, the FASB issued Statenent No. 146, "Accounting for Costs
Associated with Exit or Disposal Activities" which supercedes Energing |ssues
Task Force Issue No. 94-3, "Liability for Certain Enpl oyee Term nation
Benefits and Other Costs to Exit an Activity (including Certain Costs
Incurred in a Restructuring)." Statenent No. 146 requires conpanies to
recogni ze costs associated with exit or disposal activities when they are
incurred rather than at the date of the commtnent to an exit or disposa
plan. This statement is effective for exit or disposal activities that are
initiated after Decenber 31, 2002 and its adoption will have no inpact on the
Conpany’s historical consolidated financial position, results of operations
or cash fl ows.

| TEM 7A.  QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK

The fol |l owi ng di scussi on about the Conpany's market risk disclosures involves
forward | ooking statenents. Actual results could differ materially from
those projected in the forward | ooking statenents. The Conpany is exposed to
market risk related to changes in interest rates and foreign currency
exchange rates. The Conpany does not use derivative financial instrunments
for tradi ng purposes.

Interest Rate Sensitivity

As of Septenber 30, 2002, the Conpany maintained a cash equival ents portfolio
of $6.7 mllion, consisting mainly of taxable interest bearing securities and
demand deposits all with maturities of less than three nonths. |f short-
terminterest rates were to increase or decrease by 10% interest income
woul d increase or decrease by less than $0.1 mllion, accordingly.
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At Septenber 30, 2002, the Conpany had $16.6 mllion of six nonths adjusted
interest rate debt, $18.1 million of annually adjusted interest rate debt and
$28.4 mllion of fixed rate debt of which $22.5 mllion is due in 2003, $10.7
mllionis due in 2004, $4.6 mllion is due in 2005 and $25.3 mllion in
2006. A 10%change in the variable interest rates of the Conpany's debt
woul d result in an increase or decrease in pre-tax interest expense of
approximately $0.1 nillion

Foreign CQurrency Exchange R sk

The Conpany enters into foreign currency forward contracts and forward
exchange options generally of |ess than one year duration to hedge a portion
of its foreign currency risk on sales transactions. At Septenber 30, 2002,

t he Conpany hel d Japanese yen forward contracts with notional amounts of 1.5
mllion Euro and Euro forward exchange options with notional amounts of $0.8
mllion. The gains or losses resulting froma 10% change in currency
exchange rates would not be material. Additionally, the Conpany entered into
a currency and interest swap agreenent of notional anmount 8 mllion French
Francs to mininmze the interest expense on |long-terml oan

| TEM 8. CONSOLI DATED FI NANCI AL STATEMENTS AND SUPPLEMENTARY DATA

See Item 14(a) for an index to the consolidated financial statenents. No
suppl enentary financial information is required to be presented pursuant to
Item 302(a) of Regulation S-K

ITEM9. CHANGES | N AND DI SAGREEMENTS W TH ACCCOUNTANTS ON ACCOUNTI NG AND
FI NANCI AL DI SCLOSURE

None

PART 111
| TEM 10. DI RECTORS AND EXECUTI VE OFFI CERS COF THE REG STRANT

The information required by this Itemis included in the "Election of
Directors", "Directors and Executive Oficers" and "Section 16(a) Beneficia
Ownershi p Reporting Conpliance" sections of the Conpany's Proxy Statement to
be filed in connection with the Conpany's 2003 Annual Meeting of Stockhol ders
to be held in March 2003, and is incorporated by reference herein.

| TEM 11. EXECUTI VE COVPENSATI ON

The information required by this Itemis included in the "Executive
Conmpensation and Rel ated Infornation" section of the Conpany's Proxy
Statenment to be filed in connection with the Conpany's 2003 Annual Meeting of
St ockhol ders to be held in March 2003, and is incorporated by reference
her ei n.
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Addi tional Information according to Rules and Regul ati ons Neuer Mar kt

The following table sets forth informati on as of Septenber 30, 2002, with
respect to beneficial ownership of the Conpany's Commobn Stock and exerci sabl e
options by each director. To the Conpany's know edge, each of the directors
has sol e voting and investnent power with respect to the shares of comon
stock he owns.

Nunber of Shares of Nunber of Per cent age
Common St ock Excerci sabl e of

Nare Beneficially Owmed (1) Opti ons Owned C ass
Peter Wrth 3, 300 118, 000 *
Qunt her Braun 6, 000 70, 000 *
Carl F. Baasel 42,000 2, 000 *
WIlliamR Hoover (1) 40, 500 -- *
Ral ph E. Reins (1) 15, 500 -- *
Gary K. Wllis (1) 14, 000 -- *
Al directors and

Executive officers

as a group (6 persons) 121, 300 190, 000 1%

* Less than one percent of class.
(1) Qutside, non-executive directors

I TEM 12. SECURI TY OMNERSH P OF CERTAI N BENEFI Cl AL OANERS AND MANAGEMENT

The information required by this Itemis included in the "Security Oanership
of Certain Beneficial Omers" and "Managenent" sections of the Conpany's
Proxy Statement to be filed in connection with the Conmpany's 2003 Annua
Meeting of Stockholders to be held in March 2003, and is incorporated by

ref erence herein.

| TEM 13. CERTAI N RELATI ONSHI PS AND RELATED TRANSACTI ONS

The information required by this Itemis included in the "Conpensation
Commttee", "Interlocks and Insider Participation" and "Certain Transactions"
sections of the Conpany's Proxy Statement to be filed in connection with the
Conpany's 2003 Annual Meeting of Stockholders to be held in March 2003, and
is incorporated by reference herein.
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| TEM 14. CONTROLS AND PROCEDURES

In the 90-day period before the filing of this report, the Chief Executive
O ficer and Chief Financial Oficer of the Conpany (collectively, the
“certifying officers”) have eval uated the effectiveness of the Conpany’s

di scl osure controls and procedures (as such termis defined in Rules 13a-
14(c) and 15d-14(c) under the Securities and Exchange Act of 1934, as
amended). These disclosure controls and procedures are designed to ensure
that the information required to be disclosed by the Conmpany in its periodic
reports filed with the Securities and Exchange Conmi ssion (the “Comm ssion”)
is recorded, processed, summarized and reported within the tinme periods
specified by the Comm ssion’'s rules and forns, and that the information is
conmmuni cated to the certifying officers on a tinely basis.

The certifying officers concluded, based on their evaluation, that the
Conpany’ s disclosure controls and procedures are effective for the Conpany,
taking into consideration the size and nature of the Conpany’s business and
oper ati ons.

No significant changes in the Conpany’s internal controls or in other factors

were detected that could significantly affect the Conpany’s internal controls
subsequent to the date when the internal controls were eval uated.
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| TEM 15.

a.

b
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PART IV

EXH BI TS, CONSCLI DATED FI NANCI AL STATEMENT SCHEDULES, AND REPORTS

ON FORM 8- K

1. Consolidated Financial Statenents

The following financial statements are filed as part of this
annual report.

I ndependent Auditors' Report
Consol i dat ed Bal ance Sheets as of Septenber 30, 2002 and 2001

Consol i dated Statenents of Operations for the years ended
Sept enber 30, 2002, 2001, and 2000

Consol i dated Statenents of Stockhol ders' Equity and
Conpr ehensi ve I ncome for the years ended
Sept enber 30, 2002, 2001, and 2000

Consol i dated Statenents of Cash Flows for the years ended
Sept enber 30, 2002, 2001, and 2000

Notes to Consolidated Financial Statenents
Fi nanci al Statenent Schedul es
I ndependent Auditors' Report

Schedul e Il - Valuation and Qualifying Accounts

F-1

F-2

F-6

F- 26

F- 27

Schedul es not |isted above have been omtted because the matter or
conditions are not present or the information required to be set
forth therein is included in the Consolidated Financial Statenents

her et o.

Exhi bits

The exhibits listed in the acconpanying index to exhibits are filed

or incorporated by reference as part of this annual report.

Reports on Form 8-K

The Company did not file any Reports on Form 8-K during the fisca

year.

Exhi bi ts

The exhibits listed in the acconpanying index to exhibits are filed

or incorporated by reference as part of this annual report.

Certificate of Incorporation of the Conpany and Formof Certificate

of Amendnent thereto (*)
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EXH BI' T

NUVBER DESCRI PTI ON

3.2 By-laws of the Company (**)
4.1 Form of Rights Agreement (*)

10.1 Form of Sal e and Transfer Agreenent between Sienens

Akt i engesel | schaft and Rofi n-Si nar Technol ogies Inc. (*)

10. 2 Form of Sal e and Transfer Agreenent by and anong Si enens Power
Corporation and Rofin-Sinar Technologies Inc. (%)

10. 3 Form of Tax Allocation and | ndemification Agreenent anong Rofi n-
Si nar Technol ogies Inc., Rofin-Sinar Inc., Sienens Corporation and
Si enens Power Corporation (*)

10. 4 Joint Venture Agreenent, dated as of May 27, 1992, by and anong
Rof i n- Si nar Laser QGtbH, Marubeni Corporation and N ppei Toyana
Corporation (*)

10.5 Cooperati on Agreenent, dated as of May 27, 1992, anong N ppei Toyama
Cor poration, Rofin-Sinar Laser GrbH and Marubeni Corporation (*)

10.6 Cooperation Agreenent, dated as of May 27, 1992, anong Rofin-Si nar
Laser GtbH, Marubeni Corporation and N ppei Toyanma Corporation (*)

10.7 I nheritabl e Building R ght (Erbbaurecht), dated as of March 1, 1990,

bet ween Rofin-Sinar Laser GvbH and Lohss GibH (in German, English
sunmary provided) (*)

10.8 Lease Agreenent, dated August 10, 1990, between Josef and Maria
Kranz and Rofin-Sinar Laser GrbH (in German, English summary
provided) (*)

10.9 Lease Agreenent, dated June 14, 1989, between DR G oup and Rofi n-
Si nar I ncorporated (Mast Street property) (*)

10. 10 Lease Agreenent, dated March 25, 1993 between DR G oup and Rofi n-
Si nar I ncorporated (Pl ynouth Caks Drive property) (%)

10. 11 Rof i n- Si nar Laser QGrbH Pension Plan (in German, English summary
provided) (*)

10. 12 Form of 1996 Equity Incentive Plan (*)

10. 13 Form of 1996 Non- Enpl oyee Directors' Stock Plan (*)

10. 14 Deut sche Bank AG Comm tnent Letter dated August 22, 1996 (*)

10. 15 Form of Enpl oynent Agreenent, dated as of Septenber 2, 1996, anong

Peter Wrth, Rofin-Sinar Laser GwbH and Rofin-Si nar Technol ogi es
Inc. (in German, English sumary provided) (%)
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EXH BI' T
NUVBER

10. 18

10. 19

10. 20

11.1

21.1

27.1

(**)

(***)

(+)

<PAGE>

DESCRI PTI ON

Form of Enpl oynment Agreenent, dated as of Septenber 2, 1996, anong
H nrich Martinen, Rofin-Sinar Laser GrbH and Rofin-Sinar

Technol ogies Inc. (in German, English sumrary provided) (%)

Form of Enpl oynent Agreenent, dated as of Septenber 2, 1996, anong
@unt her Braun, Rofin-Sinar Laser GibH and Rofin-Si nar Technol ogi es
Inc. (in German, English summary provided) (*)

Engl i sh Transl ation of Acquisition Agreenent, dated as of April 29,
2000, by and between Mannessmann Denmag Krauss-Maffei AG and Rofi n-
Si nar Laser GrbH  (***)

Engli sh Transl ation of Qption Agreenent between Carl Baasel and
Rofi n-Sinar Laser GrbH (+)

Lease Agreenment between Carl Baasel and Rofin-Sinar Laser GrbH (+)
St at ement of earni ngs per share
Li st of Subsidiaries of the Registrant

Fi nanci al Data Schedul e for fiscal year ended Septenber 30, 2001

Incorporated by reference to the exhibits filed with the Conpany's
Regi stration Statenment on Form S-1 (File No. 333-09539) which was
decl ared effective on Septenber 25, 1996.

I ncorporated by reference to the exhibit filed with the Conpany's
Quarterly Report for the period ended March 31, 1998.

Incorporated by reference to the exhibit filed with the Conpany's
Current Report on Form8-K filed with the Securities and Exchange
Comm ssi on on May 24, 2000.

To be filed by anendnent
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SI GNATURES

Pursuant to the requirenments of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

Dat e: Decenber 20, 2002 RCFI N- SI NAR TECHNCLOG ES | NC.
By: /sl Peter Wrth
Peter Wrth

Chai rman of the Board, Chief
Executive Oficer and President

Pursuant to the requirenments of the Securities Act of 1934, this report has
been signed bel ow by the foll owing persons on behal f of the Registrant and in
the capacities and on the dates indicated.

S| GNATURE TITLE DATE
/sl Peter Wrth Chai rman of the Board of Decenber 20, 2002
————————————————————— Directors, Chief Executive
Peter Wrth O ficer and President
/s/ Q@nther Braun Executive Vice President, Decenber 20, 2002
————————————————————— Fi nance and Adm ni strati on,
Qunt her Braun Chi ef Financial Oficer,

Princi pal Accounting Oficer
and Director

/sl WIIiam Hoover D rector Decenber 20, 2002

W liam Hoover

/'s/  Ral ph Reins D rector Decenber 20, 2002
© Ralph Reins
/sl Gary Wllis D rector Decenber 20, 2002
Gy Wilis
/sl Carl F. Baasel Di rector Decenber 20, 2002
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CERTI FI CATI ONS

I 1

Peter Wrth, Chairman of the Board of Directors and Chi ef Executive

O ficer and President, certify that:

1.

| have reviewed this annual report on Form 10-K of Rofin-Sinar
Technol ogies Inc.;

Based on ny know edge, this annual report does not contain any untrue
statement of a material fact or onit to state a material fact necessary
to make the statenents made, in light of the circunmstances under which
such statenents were nade, not msleading with respect to the period
covered by this annual report;

Based on ny know edge, the financial statenments, and other financial
information included in this annual report, fairly present in al

material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this
annual report;

The registrant’s other certifying officers and | are responsible for
establ i shing and mai ntai ning disclosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and
have:

a) designed such disclosure controls and procedures to ensure that
material information relating to the registrant, including its
consol i dated subsidiaries, is nade known to us by others within those
entities, particularly during the period in which this annual report
i s being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls
and procedures as of a date within 90 days prior to the filing
date of this annual report (the "Evaluation Date"); and

c) presented in this annual report our conclusions about the
ef fectiveness of the disclosure controls and procedures based on
our evaluation as of the Eval uation Date;

The registrant’s other certifying officers and | have discl osed, based
on our most recent evaluation, to the registrant’s auditors and the
audit conmittee of registrant’s board of directors:

a) all significant deficiencies in the design or operation of interna
controls which could adversely affect the registrant’s ability to
record, process, sunmarize and report financial data and have
identified for the registrant’s auditors any material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involves nanagenment or
ot her enpl oyees who have a significant role in the registrant’s
internal controls; and
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6. The registrant’s other certifying officers and | have indicated in this
annual report whether there were significant changes in internal controls
or in other factors that could significantly affect internal controls
subsequent to the date of our nobst recent eval uation, including any

corrective actions with regard to significant deficiencies and materi al
weaknesses.

Dat e: Decenber 20, 2002

/sl Peter Wrth

Peter Wrth

Chai rman of the Board, Chief
Executive O ficer and President
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CERTI FI CATI ON

I, Qunther Braun, Executive Vice President, Finance and Adm nistration, Chief
Fi nancial Oficer, Principal Accounting Oficer and Director, certify that:

1. | have reviewed this annual report on Form 10-K of Rofin-Sinar
Technol ogies Inc.;

2. Based on ny knowl edge, this annual report does not contain any untrue
statement of a material fact or onit to state a material fact necessary
to make the statenents made, in light of the circunmstances under which
such statenents were nade, not msleading with respect to the period
covered by this annual report;

3. Based on ny know edge, the financial statenents, and other financia
information included in this annual report, fairly present in al
material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this
annual report;

4. The registrant’s other certifying officers and | are responsible for
establ i shing and mai ntai ning disclosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and
have:

a) designed such disclosure controls and procedures to ensure that
material information relating to the registrant, including its
consol i dated subsidiaries, is nade known to us by others within those
entities, particularly during the period in which this annual report
i s being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls
and procedures as of a date within 90 days prior to the filing
date of this annual report (the "Evaluation Date"); and

c) presented in this annual report our conclusions about the
ef fectiveness of the disclosure controls and procedures based on
our evaluation as of the Eval uation Date;

5. The registrant’s other certifying officers and | have discl osed, based
on our most recent evaluation, to the registrant’s auditors and the
audit conmittee of registrant’s board of directors:

a) all significant deficiencies in the design or operation of interna
controls which could adversely affect the registrant’s ability to
record, process, sunmarize and report financial data and have
identified for the registrant’s auditors any material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involves nanagenment or

ot her enpl oyees who have a significant role in the registrant’s
internal controls; and
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6. The registrant’s other certifying officers and | have indicated in this
annual report whether there were significant changes in internal controls
or in other factors that could significantly affect internal controls
subsequent to the date of our nobst recent eval uation, including any
corrective actions with regard to significant deficiencies and materia
weaknesses.

Dat e: Decenber 20, 2002

/sl Qunther Braun

Qunt her Br aun

Executive Vice President,

Fi nance and Adm ni strati on,
Chi ef Financial Oficer,
Princi pal Accounting Oficer
and Director
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| NDEPENDENT AUDI TORS' REPORT

The Board of Directors and Stockhol ders
Rofi n- Si nar Technol ogi es I nc. and Subsidiaries

W have audited the acconmpanyi ng consol i dated bal ance sheets of Rofin-Sinar
Technol ogi es Inc. and subsidiaries as of Septenmber 30, 2002 and 2001, and the
rel ated consolidated statenments of operations, stockholders' equity and

conpr ehensi ve incone, and cash flows for each of the years in the three-year
peri od ended Septenber 30, 2002. These consolidated financial statenments are
the responsibility of the Conpany's managenment. Qur responsibility is to
express an opi nion on these consolidated financial statenments based on our
audi ts.

W conducted our audits in accordance with auditing standards generally
accepted in the United States of Anerica. Those standards require that we
plan and performthe audit to obtain reasonabl e assurance about whether the
financial statenments are free of material nisstatenent. An audit includes
exam ning, on a test basis, evidence supporting the amounts and di scl osures
in the financial statenents. An audit also includes assessing the accounting
principles used and significant estimates made by managenment, as well as

eval uating the overall financial statenent presentation. W believe that our
audits provide a reasonabl e basis for our opinion.

In our opinion, the consolidated financial statenents referred to above
present fairly, in all material respects, the financial position of Rofin-
Si nar Technol ogies Inc. and subsidiaries as of Septenber 30, 2002 and 2001,
and the results of their operations and their cash flows for each of the
years in the three-year period ended Septenber 30, 2002, in conformty with
accounting principles generally accepted in the United States of Anerica.

KPMG LLP
Detroit, M chigan
Novenber 1, 2002
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ROFI N- SI NAR TECHNOLOGQ ES | NC. AND SUBSI DI ARI ES
CONSCLI DATED BALANCE SHEETS
(dollars in thousands)

Sept enber 30,
2002 2001
ASSETS
Current Assets:
Cash and cash equival ents $ 20,312 $ 13,487
Accounts recei vabl e, trade 59, 772 57, 445
Less al |l owance for doubtful accounts ( 1,498 ( 2,033
Trade accounts receivabl e, net 58, 274 55, 412
Accounts receivable, related party 66 560
O her accounts receivabl e 2, 093 1,973
Investnment in nmarketable equity securities 829 --
Inventories (note 2) 74, 290 70, 328
Prepai d expenses 835 1,115
Deferred i ncome tax assets - current (note 9) 7,193 6, 375
Total current assets 163, 892 149, 250
Property and equi pnent, at cost (note 3) 48, 667 44, 664
Less accumul at ed depreciation ( 23,978) ( 21,818)
Property and equi prment, net 24, 689 22, 846
Deferred i ncome tax assets - noncurrent (note 9) 1, 968 3,279
Goodwi | |, net (note 4) 49,722 51, 445
O her assets 544 484
Total assets $ 240, 815 $ 227,304
LI ABI LI TIES AND STOCKHOLDERS EQUITY
Current liabilities:
Li ne of credit and short term borrow ngs
(notes 6 and 7) $ 22,544 $ 27,528
Account s payabl e, trade 12, 798 12, 325
Accounts payable to related party (note 12) 7, 830 6, 349
I ncone taxes payable (note 9) 5,699 5,133
Deferred inconme tax liabilities — current (note 9) 1,920 1, 155
Accrued liabilities (note 5) 31, 440 31, 353
Total current liabilities 82,231 83, 843
Long-term debt (notes 6 and 7) 40, 591 36, 784
Pensi on obligations (note 10) 6, 026 5,120
Deferred income tax liabilities — noncurrent (note 9) 2,036 1, 399
Mnority interests 1,218 859
O her long-termliabilities 295 248
Total liabilities 132, 397 128, 253
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Comm tnments and contingencies (note 8)
St ockhol ders' equity:
Preferred stock, 5,000,000 shares authorized,
none i ssued or outstanding -- --
Common stock, $0.01 par val ue, 50, 000, 000 shares
aut hori zed, 11,551,800 (11,546,500 at
Sept enber 30, 2001) shares issued

and out standi ng 115 115
Addi tional paid-in capital 76, 156 76, 123
Ret ai ned ear ni ngs 39, 361 34, 360
Accumul at ed ot her conprehensive | oss ( 7,214 ( 11,547

Total stockholders' equity 108, 418 99, 051

Total liabilities and stockhol ders' equity $ 240,815 $ 227,304

See acconpanying notes to consolidated financial statenents
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ROFI N- SI NAR TECHNOLOG ES | NC. AND SUBSI DI ARI ES
CONSOLI DATED STATEMENTS OF OPERATI ONS
YEARS ENDED SEPTEMBER 30, 2002, 2001 AND 2000

(dollars in thousands, except

Net sal es
Cost of goods sold

G oss profit

Sel l'ing, general, and administrative expenses

Resear ch and devel opnent expenses
Goodwi | | anortization
Speci al charges (note 1)
I ncone from operations
O her expense (incomne):
Interest, net (note 12)
Mnority interest
M scel | aneous
Total other expense (incone), net
I ncone before incone taxes
I ncone tax expense (note 9)
Net incone
Net incone per share (note 11):
Basi c
Di |l uted
Wi ght ed average shares used in conputing
net inconme per share (note 11):
Basi c

D | uted

per share anounts)

Years ended Sept enber 30,

143, 128 138, 408

78, 820 82, 149
46, 401 41, 841
13, 249 14, 798

3, 762 3, 653

-- 700

15, 408 21, 157
3, 407 3,328
772 688

( 1,156) ( 1,036)
3,023 2, 980
12, 385 18, 177
7,384 10, 962

11, 551, 800 11, 546, 500

11, 591, 505 11, 600, 648

See acconpanying notes to consolidated financial statenents
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ROFI N- SI NAR TECHNOLOJ ES | NC. AND SUBSI DI ARl ES
CONSCLI DATED STATEMENTS OF STOCKHOLDERS' EQUI TY AND COVPREHENSI VE | NCOVE
Years ended Septenber 30, 2000, 2001, and 2002
(dollars in thousands)

<TABLE> Accunul at ed
Comon Addi ti onal Q her Tot a
St ock Pai d-in Ret ai ned Conpr ehensi ve St ockhol ders
Par Val ue Capi tal Ear ni ngs I ncone( | oss) Equity
<S> <C <C <C <C <C
BALANCES at Septenber 30, 1999 $ 115 $ 75,956 $ 19, 268 $ ( 4,663) $ 90,676
Conpr ehensi ve i ncone:
Foreign currency transl ati on adj ust nent -- -- -- ( 7,927) ( 7,927)
Net incone -- -- 7,877 -- 7,877
Tot al conprehensive inconme (| o0ss) (50)

Conmon stock issued in connection with
stock incentive plans -- 93 -- -- 93

BALANCES at Sept enber 30, 2000 $ 115 $ 76,049 $ 27,145 $ ( 12,590) $ 90,719

Conpr ehensi ve i ncone:
Currul ati ve effect of change in

Accounting principle ( 188) ( 188)

Fair value of interest swap agreenent -- -- -- ( 783) ( 783)
Foreign currency transl ati on adj ust nent -- -- -- 2,014 2,014
Net incone -- -- 7,215 -- 7,215
Tot al conprehensive inconme (| o0ss) 8, 258

Conmon stock issued in connection with
stock incentive plans -- 74 -- -- 74

BALANCES at Septenber 30, 2001 $ 115 $ 76,123 $ 34,360 $ ( 11, 547) $ 99,6051

</ TABLE>



ROFI N- SI NAR TECHNOLOG ES | NC. AND SUBSI DI ARl ES
CONSOLI DATED STATEMENTS OF STOCKHOLDERS' EQUI TY AND COVPREHENSI VE | NCOVE
( CONTI NUED)
Years ended Septenber 30, 2000, 2001, and 2002
(dollars in thousands)

<TABLE>
Conmmon Addi ti ona
St ock Pai d-in Ret ai ned
Par Val ue Capi t al Ear ni ngs
<S> <C <C <C
BALANCES at Septenber 30, 2001 $ 115 $ 76,123 $ 34,360
Conpr ehensi ve i ncone:
Fair value of interest swap agreenent -- -- --
Foreign currency transl ati on adj ust nent -- -- --
Net incone -- -- 5,001
Total conprehensive incone (| o0ss)
Common stock issued in connection with
stock incentive plans -- 33 --
BALANCES at Septenber 30, 2002 $ 115 $ 76,156 $ 39, 361

Accumul at ed
Q her Tot al
Conpr ehensi ve St ockhol ders
I ncone( | oss) Equity

$ (11, 547) $ 99,051

(  80) ( 80)
4,413 4,413
-- 5,001

9, 334

- 33

(7,214 $ 108, 418

</ TABLE>

See acconpanyi ng notes to consolidated financial statenents
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ROFI N- SI NAR TECHNOLOG ES | NC. AND SUBSI DI ARI ES
CONSOLI DATED STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 2002, 2001 AND 2000

(dollars in thousands)

CASH FLOAS FROMI OPERATI NG ACTI VI TI ES
Net incone
Adj ustments to reconcile net incone
to net cash provided by (used in)
operating activities:
Depreci ati on and anortization
| ssuance of restricted stock
Provi sion for doubtful accounts
Unrealized | oss fromsecurities
Exchange rate gains
Loss on disposal of property and equi prent
Gain on sale of nedical business
Def erred i ncome taxes
Increase in mnority interest
Change in operating assets and liabilities:
Trade accounts receivable
O her accounts receivabl e
I nventories
Prepai d expenses and ot her
Account s payabl e
I ncone taxes payabl e

Years ended Septenber 30,

$ 5001 $ 7,215 $ 7,877

7,496 7,186

27 43
635) ( 7)
181 --
933) ( 1, 005)

99 127
718) --

1, 618 858

772 688

909 ( 2,795)
556 194
313 (11, 293)
212 ( 472)

1, 262 2,371
1, 055 456

Accrued liabilities and pension obligations ( 1, 060) 5, 555

Net cash provided by operating
activities

CASH FLOAS FROM | NVESTI NG ACTI VI Tl ES:
Additions to property and equi prent
Proceeds fromthe sale of property and equi pnent
Proceeds fromthe sale of business
Acqui sition of business, net of cash acquired

Net cash used in investing activities

CASH FLOAS FROM FI NANCI NG ACTI VI Tl ES:
Borrowi ngs from bank
Repaynments to bank
Repaynents to related party
Payment to subsidiary's mnority sharehol ders
O her

Net cash provided by (used in)
financing activities

<PAGE>

( 4,547) ( 4,685)

143 105
938 .-
-~ ( 2,565)

5,503 48,538

(10, 834) (65, 743)

(

435) ( 608)
6 43

4, 883
33
672
384
115
( 864)
757

14, 256)

375)
5, 650)

56)
4,718
3, 769
4,076

A~ NS/

( 3,923)
186

(38, 041)



Effect of foreign currency translation on cash ( 104) 308 ( 1,130)

Net increase (decrease)

i n cash and cash equival ents 6,825 (15,486) ( 7,832)
Cash and cash equival ents at begi nning of year 13, 487 28,973 36, 805
Cash and cash equival ents at end of year $ 20,312 $ 13,487 $ 28,973
Cash paid during the year for interest $ 3,105 % 3,924 % 2,217
Cash paid during the year for incone taxes $ 1,468 $ 5,412 $ 4,954

See acconpanying notes to consolidated financial statenents
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ROFI N- SI NAR TECHNOLOGQ ES | NC. AND SUBSI DI ARl ES
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
Sept enber 30, 2000, 2001, and 2002
(dollars in thousands)

1. SUMVARY OF ACCOUNTI NG PCLI CI ES
(a) Description of the Conpany and Busi ness

The prinmary business of Rofin is to devel op, manufacture and narket

i ndustrial l|asers and supplies used for material processing applications.
The majority of the Conmpany's custoners are in the nachi ne tool, autonotive,
sem conductor/ el ectronics industries and are located in the United States,
Europe, and Asia. For the years ended Septenber 30, 2002 and 2001, Rofin
gener ated approxi mately 69% and 71% respectively of its revenues fromthe
sal e of new |l asers and | aser systens and approxi mately 31% and 29%
respectively, fromaftermarket support for the Conpany's existing |aser
products and fromits components business.

The acconpanying financial statements present the historical financial

i nformati on of Rofin-Sinar Technol ogies Inc. ("Rofin" or "RSTI" or "the
Conpany") and its wholly owned subsidiaries. Rofin consists of Rofin-Sinar
Inc. ("RSI") and Rofin-Sinar Technol ogies Europe S.L. ("RSTE'). RSTE, a
Eur opean hol di ng conmpany formed in 1999 owns 100% of Rofin-Si nar Laser GibH
("RSL"), 80% of Dilas Diodenlaser GvbH ("Dilas"), 100% of Rofi n-Baasel
Italiana S.r.l., 100% of Rofin-Baasel France S. A, 71% of Rofin-Sinar UK
Ltd., 100% of Rofin-Baasel UK Ltd., 100% of Rofi n-Baasel Benelux B.V., 100%
of Rofin-Baasel Singapore Pte. Ltd., 83% of Rofin-Baasel Espana S.L.("RBE"),
100% of Rofi n-Baasel Taiwan Ltd.(forned on July 1, 2002) and 100% of Rofi n-
Baasel Korea Co., Ltd. (formed on July 22, 2002).

RSL incl udes the consolidated accounts of its 51% owned subsidiary Rofin-
Mar ubeni Laser Corporation (a Japanese corporation — "Rofin-Marubeni"); its
100% owned subsi di ari es Rasant - Al cot ec Beschi cht ungst echni k GrbH (" Rasant");
CBL Verwal tungsgesel | schaft nbH, and its 90.01% owned subsidiary Carl Baasel
Lasertechnik GrbH & Co. KG ("CBL").

CBL includes the consolidated accounts of its wholly owned subsidiaries
Rofi n-Baasel Inc. ("RBI"), Wgnmann-Baasel Laser und el ektrooptische Geraete
GrbH, and PMB El ekt roni k GrbH.

Al significant interconpany bal ances and transacti ons have been elim nated
i n consolidation.

On June 22, 2001, the shares of the common stock of Rofin-Sinar Technol ogi es,
Inc. were admtted to the regul ated narket (Geregelter Markt) with trading on
the Neuer Markt of the Frankfurt Stock Exchange in Germany. The Deutsche
Borse AG has recently decided to reorgani ze the nmarket segnents at the
Frankfurt Stock Exchange into a prinme standard segnent and a donestic
standard segnent, and eliminate the Neuer Markt no later then fiscal year
2004. RSTI will apply to be listed in the prime standard segnent.
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(b) Acquisitions and D spositions

On Cctober 5, 2001, the Conpany sold the assets of its medical |aser business
resulting in a gain of $0.7 mllion. As part of the proceeds fromthe sale,

t he Company recei ved narketabl e equity securities, which have been classified
as trading securities, as the conpany intends to sell these securities in the
near term The Conpany recorded an unrealized loss of $0.2 mllion related
to such securities during fiscal year 2002

On February 28, 2001, the Conpany acquired 80% of the share capital of Z-
Laser S. A through its wholly owned subsidiary Rofin-Baasel Espana, S. A
Barcel ona, Spain for $3.3 mllion in cash. Goodwi Il and other intangibles,
resulting fromthe acquisition, were $2.1 mllion and are being anortized
over a period of 15 years. At the end of June 2001, Z-Laser S.A was nerged
into RBE. As a result of this nerger, the mnority sharehol der owns 17% of
the total stock of the new Spani sh subsidiary. The Conpany and the minority
sharehol der are parties to a put/call option agreenent for the remaining 17%
of share capital held by the minority shareholder for a fixed price of 0.9
mllion Euro ($889) (see note 12). Accordingly, the accompanying financia
statenments present RBE as if it was 100% owned.

On May 10, 2000, the Company acquired 90.01% of the share capital of Carl
Baasel Lasertechni k GrbH (" Baasel Lasertech") through its wholly owned
subsidiary RSL for 44.3 mllion Euro ($40.2 mllion, at the May 10, 2000
exchange rate) in cash. Additionally, RSTI refinanced 23.4 nmillion Euro of

t he then outstanding debt of Baasel Lasertech. In connection with the
acquisition and integration of Baasel Lasertech into the Conpany's
operations, including the consolidation of certain product |ines, RSTI has
recorded a special charge of $2.8 nmillion to wite-off certain of its
inventories, which will be discontinued. In Septenber 2001, Baasel Lasertech
was transforned into CBL, a limted partnership. The Conpany and the

m nority sharehol der of CBL are party to an option agreenment for the
remai ni ng share of capital held by the minority shareholder for a fixed price
of 6.3 mllion Euro ($6,186) (see note 12). Accordingly, the acconpanying
financial statenments present CBL as if it was 100% owned. Effective Decenber
31, 2002 the minority sharehol der resigned fromthe limted partnership.
Accordingly, the renaining shares of CBL will be purchased by RSL during 2003
for the fixed price of 6.3 mllion Euro.

(c) Cash Equival ents

Cash equival ents consist of liquid instruments with an original maturity of
three nonths or less as well as taxable and tax-exenpt variable rate demand
obl i gations, which are redeenabl e upon a five day m ninumnotice. |Interest
i ncomre was $365, $1,112, and $2,354 for the years ended Septenber 30, 2002,
2001, and 2000, respectively, and was of fset by interest expense in the
acconpanyi ng consol i dated statements of operations.
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(d) Inventories

Inventories are stated at the | ower of cost or market, after provisions for
excess and obsol ete inventory salable at prices below cost. Costs are
determined using the first in, first out and wei ghted average cost mnethods.

The Company wites down inventory for estimated obsol escence or unmarketabl e
inventory equal to the difference between the cost of inventory and the

esti mat ed market val ue based upon assunptions about future demand and narket
conditions. |f actual market conditions are |ess favorable than those

proj ected by managenent, additional inventory wite-downs nmay be required.

(e) Property and Equi pnent

Property and equi pment are recorded at cost and depreci ated over their
estimated useful |ives, except for |easehold inprovenents, which are
anortized over the |lesser of their estimated useful lives or the termof the
| ease. The methods of depreciation are straight line for financial reporting
pur poses and accel erated for income tax purposes. Depreciable Iives for
financial reporting purposes are as follows:

Usef ul

Li ves
Bui | di ngs 40 Years
Machi nery and equi pnent 3-10 Years
Furniture and fixtures 3-10 Years
Conput ers and software 3-4 Years
Leasehol d i nprovenents 3-15 Years

The Company reviews long-lived assets for inpairment whenever events or
changes in circunstances indicate that the carrying amount of an asset may
not be recoverable. Recoverability of assets to be held and used is measured
by a conparison of the carrying anount of an asset to future undi scounted net
cash flows expected to be generated by the asset. |f such assets are
considered to be inpaired, the inpairment to be recognized is neasured by the
amount by which the carrying anount of the assets exceeds the fair val ue of
the assets. Assets to be disposed of are reported at the | ower of the
carrying anount or fair value |ess costs to sell

(f) Goodwill

Goodwi I I, which represents the excess of purchase price over the fair val ue
of the net assets acquired, in a purchase business conbination, is anortized
on a straight-line basis over 15 years. The anount of goodw || i npairnent,

if any, is neasured based on projected discounted future operating cash flow
using a discount rate reflecting the Conpany's average cost of funds. The
Conpany believes that no inpairnent exists at Septenber 30, 2002
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(g) Revenue Recognition and Accounts Receivabl e Val uation

Revenues are general ly recogni zed upon delivery of product or the rendering
of services, when the sales price is fixed or determ nable, and when
collectibility is reasonably assured. Specifically, product revenues are
recorded at the time of delivery or factory acceptance by the custoner.
Spare parts sales are recorded at the time of shipnment and service revenues
are recogni zed when perforned. Mintenance service contracts are billed in
advance as deferred revenue and are recogni zed over the termof the service
contract.

The Conpany records al l owances for uncollectibl e customer accounts receivable
based on historical experience. Additionally, an allowance is nade based on
an assessnent of specific customers’ financial condition and liquidity. |If
the financial condition of the Conpany’'s custonmers were to deteriorate,

addi tional allowances nmay be required.

(h) I'ncome Taxes

I ncone taxes are accounted for under the asset and liability method.
Deferred tax assets and liabilities are recogni zed for the future tax
consequences attributable to differences between the financial statenent
carrying amounts of existing assets and liabilities and their respective tax
bases and operating | oss tax carryforwards. Deferred tax assets and
liabilities are measured using enacted tax rates expected to apply to taxable
income in the years in which those tenporary differences are expected to be
recovered or settled. The effect on deferred taxes of a change in tax rates
is recognized in income in the period that includes the enactnent date. In
assessing the realizability of deferred tax assets, managenent considers
whether it is nmore likely than not that sone portion or all of the deferred
tax assets will not be realized

(i) Accounting for Warranties

The Conpany issues a standard warranty of one year for parts and | abor on

| asers that are sold. Additionally, extended warranties are negoti ated on a
contract-by-contract basis. The Company provides for estinmated warranty
costs as products are shi pped.

The Conpany’s estinmate of costs to fulfill it's warranty obligations is based
on historical experience and expectation of future conditions. To the extent
t he Conpany experiences increased warranty claimactivity or increased costs
associated with servicing those clains, revisions to the estinated warranty
liability woul d be required.
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(j) Foreign Currency Transl ation

The assets and liabilities of the Conpany's operations outside the United
States are translated into U.S. dollars at exchange rates in effect on the
bal ance sheet date, and revenues and expenses are translated using a weighted
aver age exchange rate during the period. Gains or losses resulting from
translating foreign currency financial statenments are recorded as a separate
conponent of stockhol ders' equity. Gains or |osses resulting fromforeign
currency transactions are included in net incone.

(k) Net Earnings per Share (EPS)

Basic EPS is conputed by dividing net income by the wei ghted average nunber
of comon shares outstanding during the period. Diluted EPS reflects the
potential dilution fromcomon stock equival ents (stock options).

(1) Conprehensive | ncone

Conpr ehensi ve i ncone consists of net income, foreign currency translation
adjustnents and fair value of interest rate swap agreenents and is presented
in the consolidated statenments of stockhol ders' equity and conprehensive
i ncome. Accunul ated ot her conprehensive inconme is conprised of the foll ow ng:

Sept enber 30,

Foreign currency translation

adj ust nent $ ( 6,163) $ ( 10,576)
Fair value of interest swap

agreenents (net of tax effect

of $634 in 2002 and $614 in

2001) ( 1,051) ( 971)
Total accunul ated ot her

conpr ehensi ve i nconme $( 7,214) $ ( 11,547)

(m Research and Devel opnent Expenses

Resear ch and devel opnent costs are expensed when incurred and are net of

Ger man governnent and European grants of $1,077, $1,221, and $1, 377 received
for the years ended Septenber 30, 2002, 2001, and 2000, respectively. The
Conpany has no future obligations under such grants.
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(n) Financial Instrunments

The fair value of financial instruments, consisting principally of cash,
accounts receivabl e, accounts payable, and line of credits, approximte
carrying value due to the short-termnature of such instrunents. The fair
val ue of |ong-term debt approxi mates the carrying value due to the variable
based interest on such debt.

(o) Derivative Financial Instrunents

The Conpany uses derivative financial instrunents to nmanage fundi ng costs and
exposures arising fromfluctuations in interest rates. These derivative
financial instruments consist primarily of interest rate swaps. The Conpany
does not use derivative financial instruments for trading purposes.

Statenment of Financial Accounting Standards (SFAS) No. 133, "Accounting for
Derivative Instruments and Certain Hedging Activities and SFAS No. 138,
"Accounting for Certain Derivative Instrunents and Certain Hedging Activity,
an Amendnent of SFAS 133." require that all derivative instrunents be
recorded on the bal ance sheet as either an asset or liability neasured at
their respective fair values and that changes in the derivative instruments
fair value be recognized in earnings. On the date the derivative contract is
entered into, the Conpany designates the derivative as a hedge of the
variability of cash flows to be paid related to a recognized liability ("cash
flow' hedge). Changes in the fair value of a derivative that is highly
effective and that is designated and qualifies as a cash-fl ow hedge are
recorded in other conprehensive income, until earnings are affected by the
variability in cash flows of the designated hedged item

Interest differentials resulting frominterest rate swap agreenents
desi gnat ed as hedges of the Conpany's financial liabilities are recorded on
an accrual basis as an adjustnent to interest expense.

Fromtinme to time, the Conpany enters into foreign currency forward contracts
and forward exchange options generally of |ess than one year duration to
hedge a portion of its sales transactions denomnated in foreign currencies.
At Septenber 30, 2002, the Conpany hel d Japanese yen forward contracts with
notional amounts of 1.5 million Euro, and Euro forward exchange options with
noti onal amounts of $0.8 mllion

The Conpany manages exposure to counterparty credit risk by entering into
derivative financial instruments with highly rated institutions that can be
expected to fully performunder the terns of such agreenents.

(p) Use of Estinates

Managenent of the Conpany nmake a nunber of estimates and assunptions relating
to the reporting of assets and liabilities and the disclosure of contingent
assets and liabilities to prepare these financial statements in conformty
with accounting principles generally accepted in the United States of

Anerica. Actual results could differ fromthese estinates.
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2. I NVENTORI ES

Inventories are summari zed as foll ows:

Fi ni shed goods

Wirk in progress

Raw materials and supplies
Deno i nventory

Service parts

Total inventories, net

3. PROPERTY AND EQUI PVENT

Property and equi prment include the follow ng:

Bui | di ngs

Techni cal nmachi nery and equi prent
Furniture and fixtures

Conputers and software

Leasehol d i nprovenents

Total property and equi prent, at cost

4. GOODW LL

Goodwi I I,

<PAGE>

net is as foll ows:

Goodwi | |
Accunul at ed anorti zation

Total goodwill, net
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Sept enber 30,
2002 2001
$ 11,188 $ 7,612
20, 255 19, 975
20, 169 18, 430
6, 548 9, 325
16, 130 14, 986
$ 74,290 $ 70, 328
Sept enber 30,
2002 2001
$ 18,985 $ 17,671
11, 626 10, 251
8, 975 7,851
5, 189 5, 048
3, 892 3, 843
$ 48, 667 $ 44,664
Sept enber 30,
2002 2001
$ 60,078 $ 57,571
10, 356 6, 126
$ 49,722 $ 51, 445



5. ACCRUED LI ABI LI TI ES

Accrued liabilities are conprised of the follow ng:

Sept enber 30,
2002 2001
Enpl oyee conpensati on $ 9,039 $ 8,577
Warranty reserves 10, 036 9,717
O her taxes payabl e 289 869
Cust oner deposits 3,202 4,738
 her 8,874 7,452
Total accrued liabilities $ 31,440 $ 31,353

6. LINE OF CREDI'T

The Conpany maintains a $25,000 annually renewable line of credit with

Deut sche Bank AG to support its working capital needs. As of Septenber 30,
2002 and 2001, $12,703 and $14, 161, respectively, were outstanding under this
loan facility as a result of borrow ngs by RSL, Rofin-Marubeni, Rofin-Baasel
Italiana S.r.L., Rasant, Rofin-Sinar UK Ltd., D las and Rofi n-Baase

Si ngapore Pte. Ltd. at an average fixed interest rate of 3.5%for fiscal 2002
and 4.2%for fiscal 2001.

In addition, the Conpany's non-U. S. subsidiaries have several |ines of

credit, which allowthemto borrowin the applicable |ocal currency. At

Sept enber 30, 2002 and 2001, direct borrow ngs under these agreenents total ed
$5, 286 and $9, 098, respectively. The renmining unused portion of the lines
of credit, at Septenber 30, 2002, was $16,031, in aggregate. Fixed interest
rates vary from1l. 1% up to 6.15% dependi ng upon the country and usage of the
avail abl e credit.

The short-termportion of the refinancing of the acquisition of CBL and its
exi sting debt ($4,555) is included in the caption “line of credit and short-
term borrowi ngs” (see note 7) in the acconpanying consolidated bal ance sheet.

7. LONG TERM DEBT

Dilas and RSL maintain additional long-termcredit facilities of $7.5
mllion, which expire in 2004. Rasant nmaintains a long termcredit facility
of $143 that expires in 2009. As of Septenber 30, 2002, $6, 156 was borrowed
agai nst such facilities at an average interest rate of 4.6% As of Septenber
30, 2001, Rasant and Rofin-Baasel France S.A had long-termcredit facilities
of $752 and $489 borrowed agai nst such facilities at an average interest rate
of 6.3%
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On Decenber 15, 2000, the Conpany refinanced its existing credit facilities
for the financing of the acquisition and the assunption of the debt of CBL.
As of Septenber 30, 2002, two separate notes aggregating $38,990 were

out standi ng under these credit facilities, bearing interest at the six-nonth
Euri bor rate. Maturities of these loans are as follows: $4,555 in 2003,
$4,556 in 2004, $4,556 in 2005 and $25,323 in 2006. Based on the above
maturities, $4,555 has been included in the caption “line of credit and
short-termborrowi ngs” in the acconpanyi ng consolidated bal ance sheet (see
note 6).

The Company has entered into certain swap arrangenents to hedge the risk of
changes in future cash flows due to the variable rate basis of the long term
debt and to reduce the Conmpany’s overall cost of borrowi ng. At Septenber 30,
2002, the following swap arrangenents were outstandi ng: $10, 456 notiona
amount converted to a variable rate of six-nmonth United States dollar LIBOR
$27, 752 notional anount converted to fixed rates ranging from®6.46%to 6.73%
and $5, 318 notional anount subject to a Swiss Franc cross-currency swap
agreenent based on six-month Swi ss Franc LI BOR

8. LEASE COW TMENTS

The Company | eases operating facilities and equi pnent under operating | eases,
whi ch expire at various dates through 2017. The | ease agreenents require
paynent of real estate taxes, insurance and mai ntenance expenses by the
Conpany.

M ni mum | ease paynents for future fiscal years under non-cancel abl e operating
| eases as of Septenber 30, 2002 are:

Fi scal Year Ending Septenber 30, Tota

2003 $ 3,986
2004 3, 350
2005 2,480
2006 1,823
2007 and thereafter 5, 250

Rent expense charged to operations for the years ended Septenber 30, 2002,
2001, and 2000, approxi mated $3, 959, $3,373, and $2, 857, respectively.
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9. | NCOVE TAXES

I ncome before incone taxes is attributable to the follow ng geographic
regi ons:
Years ended Septenber 30,

2002 2001 2000
United States $ 1,170 $ ( 515) $( 2, 250)
Cer many 8, 830 15, 512 16, 341
France 98 800 728
Italy 593 646 190
Japan 330 361 534
Uni ted Ki ngdom 1,078 848 376
& her 286 525 160
Total inconme before incone taxes $ 12, 385 $ 18,177 $ 16,079

The provision for income tax expense is conprised of the foll owi ng anounts:

Years ended Sept enber 30,

2002 2001 2000
Current:
United States $( 4) $ 34 $ 350
For ei gn 5,770 10,071 8,914
Total current 5,766 10, 104 9, 264
Def err ed:
United States 392 795 ( 736)
For ei gn 1, 226 63 ( 326)
Total deferred 1,618 858 (1,062)
Total incone tax expense $ 7,384 $10, 962 $ 8,202

Statutory tax rates in the U S, UK, Italy, France, Spain, the Netherlands,
Si ngapore and Japan approxi mate 34% 30% 40.25% 34.33% 35% 35% 22% and
45.53% respectively. German corporate tax |aw applies the inputation system
with regard to the taxation of the incone of a corporation (such as RSL, CBL,
WBL and Dilas). |In general, retained corporate incone is subject to a
muni ci pal trade tax (which approximtes 17%, which is deductible for federa
corporate incone tax purposes, a federal corporate incone tax of 25%and a
surcharge of 5.5%on the federal corporate income tax anount.
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The difference between actual inconme tax expense and the anmpunt conputed by
applying the U S. federal incone tax rate of 34%is as foll ows:

2002 2001 2000

Conmput ed "expected" tax expense $ 4,211 $ 6 180 $ 5,467
D fference between U S. and foreign

Statutory rates 588 1,612 1,786
Non- deducti bl e goodwi || anortization 661 928 534
Mnority interest and other permanent

di fferences 1,183 599 --
Change in tax | aw ( 486) -- --
Adj ust ment of Val uation all owance 489 1, 268 573
Adj ust ment of prior-year tax estinates 248 22 ( 191)
Q her 490 353 33
Actual tax expense $ 7,384 $10,962 $ 8,202

The tax effects of tenporary differences that give rise to the net deferred
tax assets are as foll ows:

Sept enber 30,
2002 2001
Deferred tax assets:
For ei gn

CGerman reorgani zati on benefits $ -- $ 85

Net operating | oss carryforwards 199 561
Pensi on accrual 390 303

I nventory 2,198 1,993

O her, net 264 826
Total Foreign 3,051 3,768

United States:

Net operating | oss carryforwards 3,995 3,863
Property & equi pnent 48 222
Warranty accrual 565 580

I nventory 2,429 2,350

Al |l owance for bad debt 175 308
Pensi on accrual 161 175

O her 1,885 1,636
Total United States 9, 258 9, 133

Gross deferred tax assets 12, 309 12,901
Less: Valuation all owance ( 3,625) ( 3,146)
Net deferred tax assets 8, 684 9, 755
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Sept enber 30,

2002 2001
Deferred tax liabilities:
For ei gn:

Property & equi pnent ( 1,621) ( 1, 340)
Accrued liabilities ( 26) ( 155)
Al | owance for bad debt ( 239) ( 348)
Val uati on of accounts payabl e ( 946) ( 397)
O her ( 647) ( 415)

Total Foreign ( 3,479) ( 2,655)
Net deferred income tax assets $ 5,205 $ 7,100

In assessing the realizability of deferred tax assets, nmanagenent considers
whether it is more likely than not that some portion or all of the deferred
tax assets will not be realized. The ultimate realization of deferred tax
assets is dependent upon the generation of future taxable incone during the
periods in which those tenporary differences becone deducti ble. Managenent
consi ders the schedul ed reversal of deferred tax liabilities, projected
future taxable inconme, and tax planning strategies in making this assessnent.
Based upon the | evel of historical taxable income and projections for future
taxabl e i nconme over the periods in which the deferred tax assets are
deducti bl e, nmanagenment believes it is nore likely than not that the Conpany
will realize the benefits of these deductible differences, net of the

exi sting val uation allowances at Septenber 30, 2002. At Septenber 30, 2002,
t he Conpany had established a valuation allowance related to net operating

| oss carryforwards at RBI due to uncertainly regarding RBI's ability to
generate future taxable incone required to utilize these carryforwards. The
val uation all owance increased in fiscal 2002 by $479 due to increases in the
net operating | oss carryforward.

At Septenber 30, 2002, the Conpany has net operating |oss carryforwards
avai |l abl e of $9,492 in the United States (which expire beginning in 2005) and
$705 in Germany (which has no expiration date). The annual utilization by
the Company of its U S. net operating |oss carryforwards will be subject to
certain annual limitations under Section 382 of the Internal Revenue Code.

The Company has not recorded deferred i ncome taxes applicable to
undi stributed earnings of its foreign subsidiaires’ operations as all such
earnings are deened to be indefinitely reinvested in those operations.

10. EMPLOYEE BENEFI T PLANS

The Company has defined benefit pension plans for the RSL and RSI enpl oyees.
The Company's U. S. plan began in fiscal 1995 and is funded. As is the nornal
practice with German conpani es, the Gernman pension plan is unfunded. Any new
enpl oyees, hired after the acquisition of CBL, are not eligible for the RSL
pensi on pl an.
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The following table sets forth the funded status of the plans at the bal ance

sheet dates:

Sept enber 30,
2002 2001

Change in benefit obligation:
Benefit obligation at beginning of year $ 7,575 $ 6,674
Servi ce cost 613 551
I nterest cost 487 451
Actuarial (gains) and | osses ( 362) ( 135)
For ei gn exchange rate changes 350 178
Benefits paid ( 102) ( 144)
Benefit obligation at end of year 8,561 7,575
Change in plan assets:
Fair value of plan assets at beginning of year 2, 067 2, 654
Actual return on plan assets ( 165) ( 484)
Enpl oyer contributions 279 --
Benefits paid ( 78) ( 103)
Fair value of plan assets at end of year 2,103 2, 067
Funded st atus ( 6,458) ( 5,508)
Unr ecogni zed net actuarial |oss (gain) 218 111
Unr ecogni zed prior service cost 214 277
Accrued benefit cost $( 6,026) $( 5, 120)
Di scount rate:

United States 7. 0% 7.5%

For ei gn 5. 7% 6. 0%
Expected return on plan assets -

United States only 7.5% 8. 0%
Rat e of conpensation increase

United States 4. 0% 6. 0%

For ei gn 2. 0% 2. 0%

The following table sets forth the conponents of net periodic benefit cost

for the respective fiscal years

Years ended Sept enber 30,

2002 2001
Servi ce cost $ 613 $ 551
I nterest cost 487 451
Expected return on plan assets ( 166) ( 209)
Anorti zation of prior service cost 63 63
Recogni zed net actuarial |oss -- ( 35)
Net periodic benefit cost $ 997 $ 821
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RSl and Rofin-Baasel |Inc. have 401(k) plans for the benefit of all eligible
U S. enployees, as defined by the plan. Participating enpl oyees may
contribute up to 16% of their qualified annual conpensation. The Conpani es
mat ch 50% of the first 5 to 6% of the enpl oyees' conpensation contributed as
a salary deferral. Conpany contributions for the years ended Septenber 30,
2002, 2001, and 2000 were $149, $130, and $153, respectively.

11. NET | NCOVE PER COMMON SHARE

The cal cul ation of the weighted average number of common shares outstandi ng
for each period is as foll ows:
Years ended Septenber 30,

Wi ght ed average nunber of

shares for BASIC net incone

per common share 11,551,800 11,546,500 11,538,200
Potential additional shares

due to outstanding dilutive

stock options 39, 705 54,148 83, 689
Wi ght ed average nunber of shares for

Dl LUTED net incone per common share 11, 591, 505 11, 600, 648 11, 621, 889

Excl uded fromthe calculation of diluted EPS for the year ended Septenber 30,
2002, were 675,600 outstanding stock options. These could potentially dilute
future EPS cal cul ations but were not included in the current period because
their effect on earnings per share woul d be antidil utive.

12. RELATED PARTY TRANSACTI ONS

The Company had sales to its joint venture partners in Japan amounting to
$2, 644, $1,168 and $49 in fiscal years 2002, 2001, and 2000, respectively.

The Company's sales to related parties have generally been on terns
conparabl e to those available in connection with sales to unaffiliated
parti es.

The main facility in Starnberg is rented under a 25 year operating | ease from
the mnority sharehol der of CBL, who is also a nmenber of the board of
directors of the Company, and includes a clause to term nate the | ease
contract within a tws-year notice period during the contract period. The
Conpany paid rent expense of $446 and $419 to the minority sharehol der during
fiscal years 2002 and 2001, respectively.
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The Conpany has accrued $6, 186 and $889, at Septenber 30, 2002 ($5,759 and
832 at Septenber 30, 2001) for the option purchase prices for the mnority
interests in CBL and RBE, and $386 and $165 were accrued for accunul at ed

interests on these obligations,

respectively (see note 1).

These anounts are

i ncluded in accounts payable to related party in the acconpanying

consol i dat ed bal ance sheet.

The correspondi ng interest on these obligations

($411 in 2002 and $236 in 2001) is included in interest expense in the
acconpanyi ng consol i dat ed statenment of operations.

Accounts payable to related party al so includes short-termloans fromthe
mnority sharehol ders of Dilas of $204 at Septenber 30, 2002

13. SEGQVENT AND GEOGRAPHI C | NFORMATI ON

The Company manages its busi ness under geographic regions that are aggregated

toget her as one segnment in the global industrial |aser industry.
these regions have simlar long-termfinancia
The products fromthese regions utilize simlar

characteristics.

Sal es from

per f or mance and economi c

manuf acturi ng processes and use sinmilar production equi prent, which may be

i nterchanged from group to group

The Conpany di stri butes,

sells and

services final product to the sane type of custoners from both regions

Assets, revenues and i ncone before taxes,

by geographic region are summari zed

bel ow:
ASSETS Sept enber 30,
2002 2001
United States $ 48,686 $ 43,568
Ger many 188, 862 165, 188
O her 97, 548 78, 631
I nt erconpany elimnations ( 94, 281) ( 60, 083)
Total assets $ 240, 815 $ 227, 304

REVENUES

United States
Ger many
O her

I nt erconpany elim nations

<PAGE>

TOTAL BUSI NESS
Years ended Septenber 30,

2002 2001 2000
$ 63,167 $ 50,418 $ 43,020
187, 511 192, 362 144, 195
62, 590 60, 650 36, 551

( 91,320) ( 82,873) ( 52,579)
$ 221,948 $ 220,557 $ 171,187
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I NTERCOVPANY REVENUES

United States

Ger many

O her

I nt erconpany elimnations

EXTERNAL REVENUES

United States
Ger many
O her

I NCOVE BEFCRE | NCOVE TAXES

United States
Ger many
O her

Years ended Septenber 30,

2002 2001 2000

$ 4,322 $ 4,767 $ 382
76, 835 67, 835 48, 053
10, 163 10, 271 4,144

( 91,320) ( 82,873) ( 52,579)

2002 2001 2000
$ 58,845 $ 45,651 $ 42,638
110, 676 124, 527 96, 142
52, 427 50, 379 32, 407

2002 2001 2000

$ 1,170 $ ( 515 $ (2,250)
8, 830 15, 512 16, 341
2, 385 3, 180 1,988

14. SELECTED QUARTERLY FI NANCI AL DATA (Unaudi t ed)

The followi ng represents the Conpany's quarterly results (nillions of

dol | ars, except per share anpunts):

Dec. 31,

2001
Net sal es $ 48.7
G oss profit 17.8
Net incone 0.3
Net incone per share - Basic 0.02
Net incone per share - Diluted 0.02
F-21
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Quarters ended

March 31, June 30, Sept. 30,
2002 2002 2002
$ 53.4 $ 55.6 $ 64.2
20.2 17.9 22.9
1.1 1.3 2.3
0.10 0.11 0. 20
0.10 0.11 0. 20



Quarters ended

Dec. 31, March 31, June 30, Sept. 30,

2000 2001 2001 2001
Net sal es $ 53.8 $ 58.3 $54.1 $ 54.4
G oss profit 21.0 23.0 21.0 17.1
Net incone (Il oss) 3.0 3.1 2.4 ( 1.3
Net incone per share - Basic 0.26 0. 27 0.21 ( 0.12)
Net incone per share - Diluted 0. 26 0. 27 0.21 ( 0.12)

15. STOCK | NCENTI VE PLANS
Directors' Plan

The Company has reserved 100,000 shares of common stock for the Directors

Pl an, which covers non-enpl oyee nenbers of the Board of Directors. Under
this plan each nmenber of the Board of Directors who is not an enployee of the
Conpany and who is elected or continues as a nmenber of the Board of Directors
is entitled to receive an initial grant of 1,500 shares of common stock and
thereafter an annual grant of 1,500 shares of common stock. The Directors
Pl an al so provi des that non-enpl oyee directors aged 65 or ol der, upon their
appoi ntment or election to the Board of Directors, will receive, in lieu of
such initial and annual grants of shares of commobn stock, 7,500 shares of
restricted stock which shall vest in five equal installnents on the date of
grant and each of the follow ng four anniversaries thereof. Prior to
vesting, no shares of restricted stock may be sold, transferred, assigned,

pl edged, encunbered or otherw se di sposed of, subject to certain exceptions.
The Directors' Plan will continue in effect until the earlier of ten years
fromthe date of the first grant or the termnation of the Directors' Plan by
the Board of Directors. A total of 17,000 shares are issued and outstandi ng
under the plan at Septenber 30, 2002

Equity Incentive Plan

The Company mai ntains an Equity Incentive Plan, whereby incentive and
nonqual i fi ed stock options, restricted stock and perfornmance shares may have
been granted to officers and other key enpl oyees to purchase a specified
nunber of shares of common stock at a price not |ess than the fair narket

val ue on the date of grant. The termof the Equity Incentive Plan termni nated
on Septenber 30, 2001, however, a new plan was renewed through 2011 at the
2002 annual sharehol der meeting. There were no incentive stock options,
restricted stock or performance shares granted in fiscal 2002, 2001 or 2000.
Nonqual i fi ed stock options were granted to officers and other key enpl oyees
in fiscal 2002 and 2001. Options generally vest over five years and wll
expire not later than ten years after the date on which they are granted.

F-22
<PAGE>



The bal ance of outstanding stock options for the three year periods ended
Sept enber 30, 2002, and all options activity for the periods then ended are
as foll ows:

Price per Share

Nunber Price Vi ght ed
of Shares Range Aver age

Qut standi ng at Septenber 30, 1999 441,900 $9 3/8 - 16 7/8 $ 12 1/8

G ant ed 191, 000 $ 7 3/8
G ant ed 20, 000 $12 5/8
Exerci sed ( 6,300
Forfeited ( 41, 800)

Qut standi ng at Sept enber 30, 2000 604,800 $7 3/8 - 16 7/8 $ 11 1/19

G ant ed 30, 000 $15

G anted 215, 000 $10 3/8
Exerci sed ( 3,800

Forfeited ( 6,500)

Qut standi ng at Septenber 30, 2001 839,500 %7 3/8 - 16 7/8 $ 11 1/37

G ant ed 273, 000 $ 8 3/4
Exerci sed ( 800)
Forfeited ( 9,600)

Qut standi ng at Septenber 30, 2002 1,102,100 $7 3/8 - 16 7/8 $ 10 1/2

CQut standi ng Opti ons Exerci sabl e Opti ons

Renmai ni ng Wi ght ed Wi ght ed

Life Aver age Aver age

Shar es (years) Price Shar es Price
218, 600 4 $ 9 1/2 218,600 $ 91/2
162, 000 5 $ 16 7/8 162,000 $ 16 7/8
36, 000 6 $ 9 3/8 21, 600 $ 9 3/8
153, 500 7 $ 7 3/8 61, 400 $ 7 3/8
20, 000 7 $ 12 5/8 8, 000 $ 12 5/8

30, 000 8 $ 15 12, 000 $ 15

209, 000 8 $ 10 3/8 41, 800 $ 10 3/8
273, 000 10 $ 8 3/4 -- $ 8 3/4

The Company follows Accounting Principles Board Qpinion 25, "Accounting for
Stock |Issued to Enpl oyees", to account for stock options. No conpensation

cost is recogni zed because the option exercise price is equal to the market
price of the underlying stock on the date of grant. Had conpensation cost

for these plans, as prescribed by SFAS 123, been determni ned based on the

Bl ack- Schol es value at the grant dates for awards, pro forma net incone and
earni ngs per share woul d have been
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Year ended Septenber 30,

2002 2001 2000
Pro forma net incone $ 4,540 $ 6,705 $ 7,357
Pro forma earnings per share - BASIC $ 0.39 $ 0.58 $ 0.64
Pro fornma earnings per share - DILUTED $ 0.39 $ 0.58 $ 0.63

The foll owi ng assunptions were used in the determ nation of pro-forma
conpensation cost under the provisions of SFAS 123:

2002 2001 2001 2000 2000
G ant G ant G ant G ant G ant
(273,000 (215,000 (30,000 (20, 000 (191, 000
Shar es) Shar es) Shar es) Shar es) Shar es)

Wi ght ed Average G ant
Date Fair Val ue $4. 31 $5. 25 $7. 67 $7. 26 $3. 90
Expected Life 5 Years 5 Years 5 Years 5 Years 5 Years
Volatility 50. 0% 50. 0% 50. 0% 59. 3% 52. 9%
Ri sk-Free Interest Rate 4. 7% 5. 7% 6. 1% 6. 6% 6. 0%
Di vidend Yield 0% 0% 0% 0% 0%
Annual Forfeiture Rate 1. 0% 2. 8% 2. 8% 2. 8% 2. 8%

16. RECENTLY | SSUED ACCOUNTI NG STANDARDS

In July 2001, the Financial Accounting Standards Board ("FASB") issued
Statenment No. 142, "CGoodwi |l and G her Intangibles", under which goodw | |
will no longer be subject to anmortization, but will be subject to an annual
inmpairnent test. Intangible assets that are not deermed to have an indefinite
life will continue to be anortized over their useful lives. Statenent No.
142 was adopted by the Conmpany on Cctober 1, 2002. At the date of adoption,

t he Company’ s bal ance sheet included goodwi Il and other intangible assets of
$49.7 mllion. Subsequent to adoption of Statement 142, anortization of
goodwi I | (which totaled $3.8 million in fiscal 2002) will be ceased. The
Conpany has until March 31, 2002 to conplete an anal ysis to determ ne whether
an indication exists that goodwi Il may be inpaired. However, nanagenent
currently believes that the adoption of the inpairnent provisions of
Statement No. 142 will not result in the recognition of any transitional

i mpai rment | osses which would be reflected as the cumul ative effect of a
change in accounting principle.

FASB Statenment No. 143, "Accounting for Asset Retirenent Ooligations" will be
effective for financial statenents issued in the Conmpany's fiscal year 2003.
This statement requires that the fair value of a liability for an asset
retirement obligation for tangi ble |ong-lived assets be recognized in the
period in which it is incurred if a reasonable estimate of fair val ue can be
made. Managenent believes that the adoption of Statement No. 143 will have no
i npact on the Conpany’s financial position or results of operations as of the
date of adoption.
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FASB Statenment No. 144, "Accounting for the |npairnent or Disposal of Long-
Li ved Assets" was adopted by the Conpany as of Cctober 1, 2002. This
statenent addresses financial accounting and reporting for the inpairnent of
I ong-1lived assets and for long-lived assets to be disposed of, and
establishes criteria and net hodol ogi es for the recognition and measurenent,
classification and val uation of such assets. Managenent believes that the
adoption of this statenent will not have a material effect on the Conpany’s
financial position or results of operations as of the date of adoption

FASB I nterpretation No. 45, "Quarantor’s Accounting and D scl osure
Requirenments for Quarantees, Including Indirect Guarantees of |ndebtedness of
G hers" requires increased disclosures regarding certain guarantees and
requires the recognition at fair value in the bal ance sheet of certain
guarantees. Interpretation No. 45 is required to be adopted by the Conpany
for financial statenents issued in the Conpany’'s fiscal year 2003.

Managenent believes that the adoption of this interpretation will not have a
material effect on the Conpany’s financial position or results of operations
as of the date of adoption.

In June 2002, the FASB issued Statenent No. 146, "Accounting for Costs
Associated with Exit or Disposal Activities" which supercedes Energing |ssues
Task Force Issue No. 94-3, "Liability for Certain Enpl oyee Term nation
Benefits and Other Costs to Exit an Activity (including Certain Costs
Incurred in a Restructuring)." Statenent No. 146 requires conpanies to
recogni ze costs associated with exit or disposal activities when they are
incurred rather than at the date of the commtnent to an exit or disposa
plan. This statement is effective for exit or disposal activities that are
initiated after Decenber 31, 2002 and its adoption will have no inpact on the
Conpany’s historical consolidated financial position, results of operations
or cash fl ows.
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I ndependent Auditors' Report

The Board of Directors and Stockhol ders
Rofi n- Si nar Technol ogi es I nc. and Subsi di ari es:

On Novenber 1, 2002 we reported on the consolidated bal ance sheets of Rofin-
Si nar Technol ogies Inc. and Subsidiaries as of Septenber 30, 2002 and 2001,
and the related consolidated statenents of operations, stockholders' equity
and conprehensive incone, and cash flows for each of the years in the three-
year period ended Septenber 30, 2002, which are included in the annual report
on Form 10-K. In connection with our audits of the aforenentioned

consol idated financial statenments, we also audited the related financial
statenent schedule in the annual report on Form 10-K. This financia
statenent schedul e, Valuation and Qualifying Accounts, is the responsibility
of the Conpany's managenent. Qur responsibility is to express an opinion on
this financial statenment schedul e based on our audit.

I'n our opinion, such financial statenent schedul e, when considered in
relation to the basic consolidated financial statenents taken as a whol e,
presents fairly, in all material respects, the information set forth therein.

KPMG LLP
Detroit, M chigan
Novenber 1, 2002
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ROFI N- SI NAR TECHNOLOGQ ES | NC. AND SUBSI DI ARI ES
Val uation and Qualifying Accounts - Allowance for Doubtful Accounts
Years ended Septenber 30, 2000, 2001 and 2002
(dollars in thousands)

Bal ance at Charged to Bal ance at
Beginning Acquired Costs and End of
O Period Reserve Expenses Deducti ons Peri od
Sept enber 30,
2000 $ 1,207 $ 207 $ 672 $ ( 129) $ 1,957
Sept enber 30,
2001 $ 1,957 $ 448 $( 198) $ ( 174) $ 2,033
Sept enber 30,
2002 $ 2,033 $ -- $( 635 $ 100 $ 1,498
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I NDEX TO EXHI BI TS

Exhi bit No. Exhi bi t

21.1 Li st of Subsidiaries of Rofin-Sinar Technol ogi es Inc.
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Exhibit 21.1

LI ST OF SUBSI DI ARI ES OF ROFI N-SI NAR TECHNOLOGQ ES | NC.

Rofi n-Si nar, Inc.

Rof i n- Si nar Technol ogi es Europe S. L.

Rofi n- Si nar Laser GrbH

Rof i n- Mar ubeni Laser Corporation

Rasant - Al cot ec Beschi cht ungst echni k GrbH
CBL Verwal t ungsgesel | schaft nbH

Carl Baasel Lasertechnik GwH & Co. KG
Rofi n- Baasel, Inc.

Wegmann- Baasel Laser und el ektroopti sche Geraete GrbH
PMB El ekt roni k GrbH

Rofi n-Baasel Italiana S.r.L.

Rofi n- Baasel France S. A

Rofi n- Si nar UK, Ltd.

Rof i n- Baasel UK Ltd.

Rof i n- Baasel Benel ux B.V.

Rof i n- Baasel Si ngapore PTE Ltd.

Rofi n- Baasel Espana S. L.

Dl LAS Di odenl aser GrbH

Rofi n- Baasel Taiwan Ltd.

Rof i n- Baasel Korea Co., Ltd.



