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Company Description > Hutchinson Technology designs and

manufactures suspension assemblies for hard disk drives.

Suspension assemblies are precise metal springs that hold a 

disk drive’s recording head at microscopic distances above the

drive’s disks. They are critical to the operation of the disk drive.

We estimate that our company manufactures the majority of the

worldwide supply of suspension assemblies for all sizes of disk

drives produced by all of the major disk drive makers.

Our vision at Hutchinson is to passionately enable the Information

Age. Accordingly, we focus our talent, energy, commitment to

excel and distinct expertise in precision manufacturing on devel-

oping products that enable superior solutions to information

technology challenges.

In the disk drive industry, we help dramatically lower the cost 

of data storage and improve the overall performance, reliability

and manufacturability of disk drives by continually delivering 

market-leading innovations in suspension assemblies. 

In health care, we have built upon our expertise in near infrared

analysis technology to develop a medical device that allows 

real-time, non-invasive technology for measuring the oxygenation

of local tissue. Long term, we intend to apply our capabilities to 

the development of technologies and devices that provide infor-

mation clinicians can use to improve the quality of health care.

Financial Highlights  (In thousands, except per share data)

For the Year: 2002 2001 2000 1999 1998

Net sales $390,694 $401,236 $459,572 $580,270 $ 407,616 

Income (loss) before income tax 17,649 (66,208) (98,149) 22,318 (65,421)

Percent of net sales 5% (16%) (21%) 4% (16%)

Net income (loss) $  15,002 $ (56,277) $ (73,612) $   17,638 $ (48,411)

Percent of net sales 4% (14%) (16%) 3% (12%)

Weighted average common and diluted shares outstanding 25,534 24,959 24,779 23,575 19,709

Per Share Information:

Net income (loss) – diluted $       0.59 $      (2.25) $      (2.97) $        0.75 $     (2.46)

Shareholders’ investment (book value) 14.08 13.44 15.81 18.79 11.97 

Price range:

High 27.19 24.44 30.00 51.25 35.44 

Low 12.81 13.38 9.38 11.88 13.81 

Close 16.54 17.80 23.56 27.88 17.94

At Year End:

Cash, cash equivalents and securities available for sale $209,109 $244,767 $240,269 $238,222 $  70,863 

Working capital 244,730 247,074 270,609 309,447 101,114 

Total debt and capital leases 151,374 206,900 233,872 219,733 222,860 

Shareholders’ investment 356,961 338,266 392,489 464,959 236,830 

Total assets 562,101 594,940 683,933 751,849 549,478 

Return on shareholders’ investment 4% (15%) (17%) 5% (19%)
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To Our Shareholders:  

Hutchinson Technology returned to profitability in fiscal 2002, reporting net income of $15 million, or $0.59 per diluted

share, on net sales of $390.7 million. The turnaround in our financial performance resulted from several factors:

Resizing We entered the new fiscal year with the company successfully resized for the levels of 

suspension assembly demand prevailing in the industry. 

Manufacturing We have the ability to produce suspension assemblies required for new disk drives at levels of

Expertise precision, quality, volume and cost that our competitors currently cannot match. As a result,

we gained market share during the year. 

Volume Growth In the second half of our fiscal year, market share gains resulted in modest increases in 

our production and shipment volumes. These increases improved our capacity utilization,

improving our operating performance.

Product Mix Our performance also benefited from a further shift in the mix of products sold toward TSA

suspensions, which have higher average selling prices. 

Efficiency Compared with fiscal 2001, our average weekly output per TSA manufacturing unit increased

8 percent despite a reduction in staff and our output per TSA assembly labor hour increased

44 percent. 

Also, during fiscal 2002, our BioMeasurement Division obtained U.S. Food and Drug Administration clearance to begin

marketing its InSpectra™ Tissue Spectrometer System and we sold our first units. Our focus now is creating a body of 

knowledge about the utility and value of the tissue oxygenation metric provided by this system for several significant 

medical applications.

Overall, in a very challenging environment, we achieved a substantial improvement in our financial performance and

strengthened our market position. Our gross margins were 20 percent or better in each of the year’s fiscal quarters, and 

23 percent for the full year. We generated $48 million in cash from operations in fiscal 2002. During the year, we prepaid

$26 million related to a technology and development agreement. We also retired $26.6 million in Senior Notes and repur-

chased $6.5 million of our 6% Convertible Subordinated Notes due 2005. In October 2002, the first month of our fiscal

2003 first quarter, we repurchased an additional $11 million of these Subordinated Notes. This retirement of debt will

reduce interest expense in fiscal 2003 by approximately $2.4 million and improved our debt-to-equity ratio to 42 percent

at year-end compared with 61 percent at the end of fiscal 2001. We ended fiscal 2002 with $209 million in cash, cash

equivalents and securities available for sale. Our fiscal 2002 achievements result from the hard work of our people in

applying our substantial and increasing expertise in meeting the critical needs of our customers in the disk drive industry.
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Suspension Assembly Demand Trends  > Two countervailing factors influence

suspension assembly demand: storage demand and increases in areal density

(the amount of data stored per square-inch of disk surface). When increases in

areal density exceed the rate of growth in storage demand, demand for suspen-

sion assemblies declines. 

As of November 2002, unit shipments of disk drives for the calendar year were

expected to increase by about 8 percent compared with 2001, when drive ship-

ments declined from the prior year’s level. Offsetting this expected unit growth is

the continuing improvement in areal density. The rate of areal density improvement has slowed in 2002, resulting in an expected

9 percent decline in industry-wide demand for suspension assemblies in 2002 compared with a decline of 15 percent from

2000 to 2001. 

Even as overall industry-wide suspension assembly demand declined, our unit shipments increased steadily over the course

of the year, from 92 million suspension assemblies in our fiscal first quarter to 111 million suspensions in our fiscal fourth

quarter. This increase resulted primarily from market share gains. We estimate that our market share increased over the

course of the year, from approximately 50 percent at the beginning of fiscal 2002 to 60 percent at the end of the fiscal year.

Our Market Position  > Given current demand trends, our best opportunity for profitable growth near-term is to further

increase our market share. We are well positioned to expand our share for the following reasons:

• The TSA platform has become the industry’s preferred suspension technology. Currently, approximately 70 percent of 

all suspensions shipped worldwide are TSA suspensions. TSA suspensions are now used by all of the major disk drive 

manufacturers and head-gimbal assemblers worldwide. 

• Our on-site Development Center, broad portfolio of process expertise and precision manufacturing infrastructure provide

a range of integrated capabilities that our customers require and our competitors do not have. Disk drives are increasingly

designed for specific applications and therefore require customized suspension assemblies “tuned” for the disk drive’s

intended use. In addition, higher disk drive spin speeds, smaller platter sizes and increasing areal density create needs for

finely tuned, higher precision suspension assemblies offering specific electrical and mechanical performance characteris-

tics. We apply more design and engineering resources to the development of suspension assemblies that meet customers’

performance criteria than the rest of the industry combined. We are the supplier best positioned to satisfy customers’ needs

because of the total integrated know-how we bring to designing and manufacturing suspension assemblies.

• We help customers meet their time-to-market objectives. With our on-site Development Center, we typically deliver 

functional prototypes of new suspension assembly designs weeks earlier than our competitors. In addition, we transition

prototypes into high-volume production more quickly than our competitors. Reducing the time required to design a new

20022001200019991998

398420488583516

Suspensions Shipped (units in millions)

ConventionalTSA
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suspension, deliver a functional prototype and

ramp to high-volume production is highly valued

by our customers as it helps them achieve their

time-to-market objectives for new products.

• Our low part-to-part variation helps our cus-

tomers automate their manufacturing processes.

Our customers seek to automate more of their

head-gimbal assembly and disk drive production

processes to achieve their cost and quality goals. To run their automated processes at high levels of yield and efficiency,

our customers require very low levels of part-to-part variation in externally sourced components. We have built a precision

manufacturing infrastructure that delivers extremely low levels of part-to-part variation at levels of output amounting to 

millions of units per week.  We provide our customers with suspension assemblies that are not only designed for particular

applications, but also optimized for high yield performance in customers’ manufacturing and assembly processes.

• We benefit from the wider use of the TSA platform whether the products purchased are ours or those of our competitors.

Our competitors purchase TSA components from us or manufacture their TSA products under licensing agreements with us.

With competitive suppliers now offering TSA products, customers feel they have adequate source options to support adop-

tion of TSA. 

Summary  > At Hutchinson Technology we have successfully resized our business while maintaining our market leadership

and retaining the core engineering talent, precision manufacturing infrastructure, quality focus and intellectual capital on

which our leadership is based. We continue to invest in further developing capabilities highly valued by our customers. As a

result of that investment and the ongoing efforts of our people, we are now better positioned than ever to meet customers’

needs for application-specific suspension assembly designs, rapid prototyping, quick transitions to high volume output

and low levels of part-to-part variation. 

Over the long term, the demand for data storage – and for disk drives as the preferred data storage medium – is predicted

to grow with the proliferation of digitized information. As a leading provider of processes, technologies and products that

help enable further improvements in disk drive performance, our company is well positioned to benefit from that growth. 

We appreciate the continued support of our shareholders as we work to deliver performance that merits continued loyalty. 

Wayne M. Fortun John A. Ingleman
President and Chief Executive Officer Vice President, Chief Financial Officer 

and Secretary

200620052004200320022001200019991998

347298263234214196200174144

Disk Drive Unit Shipments (units in millions)

ProjectedActual Source: IDC (October 2002)
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Meeting Customers’ Critical Needs with Integrated Expertise

Hutchinson Technology’s market position results from the company’s ability to apply integrated expertise in multiple

engineering and manufacturing disciplines to the requirements of customers in the disk drive industry. Those customers

include the major disk drive manufacturers and suppliers of head-gimbal assemblies to the disk drive manufacturers.

Customers need a platform

technology for critical compo-

nents that meets current per-

formance requirements and

enables future improvements. 

The TSA platform has become the industry’s preferred
suspension technology and Hutchinson Technology is
the world’s highest-volume and lowest-cost provider 
of TSA suspensions assemblies. 

> Customer’s Need > Hutchinson Technology’s Solution

Customers need suspension

assemblies that adapt readily

to use in highly automated

assembly and production 

processes.

Hutchinson Technology is able to produce millions of
parts per week at the extremely low levels of part-to-
part variation required for use in customers’ automated
operations. The company is also able to “tune” suspen-
sions for optimum performance in the customer’s 
manufacturing process.

> Customer’s Need > Hutchinson Technology’s Solution

Customers need “application

specific” suspension assem-

blies to achieve desired perfor-

mance traits in their products.

The ability to develop “application specific” suspensions
is important to achieving certain disk drive performance
criteria. To help customers deliver distinct performance
advantages in their products, Hutchinson Technology
leads in meeting the requirements and developing sus-
pensions for all segments of the market, and applies
more design and engineering resources to the develop-
ment of suspension assemblies than the rest of the
disk drive industry combined.

> Customer’s Need > Hutchinson Technology’s Solution
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Customers want alternative

sources of supply for critical

components. 

Hutchinson Technology has license agreements with 
all of the major competitive suspension assembly 
manufacturers. The company also sells TSA compo-
nents to competitive suspension assembly suppliers.
The component sales and license agreements help
make the TSA platform for wireless head attachment
widely and readily available.

> Customer’s Need > Hutchinson Technology’s Solution

Customers require just-in-time

product delivery and on-site

support at their overseas 

manufacturing operations.

Hutchinson Technology provides just-in-time inventory
hubs in seven Asian locations to support its customers’
overseas manufacturing operations. The company 
supports Asian customers with effective local service
which includes on-site support that allows for quick
response times. The company continues to strengthen
its service and engineering infrastructure in Asia 
providing customers with on-site assistance at their
locations within 24 hours.

> Customer’s Need > Hutchinson Technology’s Solution

Customers want an efficient

supply chain.

Hutchinson Technology is the only one-stop provider 
of TSA suspensions. Alternatives require disk drive
manufacturers to manage multiple vendor relationships.

> Customer’s Need > Hutchinson Technology’s Solution

Customers must meet tight

time-to-market and time-to-

volume requirements to ensure

the success of new products.

Hutchinson Technology delivers functional suspension
prototypes from finalized designs in as little as four
weeks, about half of the comparable cycle time at 
competitive suspension suppliers, and scales to high
volume production more rapidly than competitors. 
The speed of suspension assembly design iterations
and the ability to quickly produce prototypes is valued 
by customers.

> Customer’s Need > Hutchinson Technology’s Solution
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20022001200019991998

$92$64$71$126$(10)EBITDA* 
(dollars in millions)

*Earnings before interest, taxes, depreciation and amortization for continuing operations
   excluding special charges.

$151 $209$223Total Debt & Cash 
(dollars in millions)

$71 $220 $238 $234 $240 $207 $245

20022001200019991998

CashDebt

20022001200019991998

$0.59$(2.25)$(2.97)$0.75$(2.46)Annual Earnings 
per Share
(in dollars)

20022001200019991998

$32$32$65$121$207Capital  
Expenditures 
(dollars in millions)
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20022001200019991998

5%6%5%4%5%Research & 
Development 
Expenses
(as a percent of sales) 

20022001200019991998

$117$116$97$75$52Revenue per 
Employee 
(dollars in thousands)

20022001200019991998

301280250197101TSA Productivity
(in thousands, 
average weekly output 
per assembly unit) 

20022001200019991998

3,3363,4544,7297,7017,764Employment 
(year end)
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Directors

Jeffrey W. Green
Chairman of the Board

Hutchinson Technology Incorporated

Director since 1965

Wayne M. Fortun
President and Chief Executive Officer

Hutchinson Technology Incorporated

Director since 1983

W. Thomas Brunberg *

President and Chief Executive Officer

Brunberg Thoresen Diaby & Associates

(Accounting Firm)

Director since 1975

Archibald Cox, Jr.+

President and Chief Executive Officer

Magnequench, Inc.

(Manufacturing)

Director since 1996

Russell Huffer *

Chairman, President and 

Chief Executive Officer

Apogee Enterprises, Inc.

(Manufacturing)

Director since 1999

R. Frederick McCoy, Jr.+

President, Cardiac Rhythm

Management

Guidant Corporation

(Medical Devices & Diagnostics)

Director since 2002

William T. Monahan +

Chairman, President and 

Chief Executive Officer

Imation Corporation

(Manufacturing)

Director since 2000

Richard B. Solum*

Partner

Dorsey & Whitney LLP

(Law Firm)

Director since 1999

Corporate and Shareholder Information

Executive Officers

Jeffrey W. Green
Chairman of the Board

Joined HTCH in 1965

Wayne M. Fortun
President and Chief Executive Officer

Joined HTCH in 1975

John A. Ingleman
Vice President, Chief Financial Officer

and Secretary

Joined HTCH in 1977

Rebecca A. Albrecht
Vice President of Human Resources

Joined HTCH in 1983

Beatrice A. Graczyk
Vice President and 

Chief Operating Officer

Joined HTCH in 1970

Richard C. Myers
Vice President of Business

Development

Joined HTCH in 1977

Richard J. Penn
Vice President of Sales 

and Marketing

Joined HTCH in 1981

R. Scott Schaefer
Vice President and 

Chief Technical Officer

Joined HTCH in 1979

Christina M. Temperante
Vice President and President of

BioMeasurement Division

Joined HTCH in 2001

Corporate Headquarters
Hutchinson Technology Incorporated

40 West Highland Park NE

Hutchinson, Minnesota 55350-9784

Locations and Offices
Eau Claire, Wisconsin

Plymouth, Minnesota

Sioux Falls, South Dakota

Arnhem, Netherlands

Bangkok, Thailand

Dong Guan,

Peoples Republic of China

Singapore

Tokyo, Japan

Annual Shareholders Meeting
Wednesday, January 29, 2003

10:00am Central Standard Time

The Grand Hotel

615 2nd Avenue South

Minneapolis, Minnesota 55402

Common Stock Listing
Traded in The NASDAQ National Market

Trading symbol:  HTCH

Shareholders of Record as of

December 5, 2002: 841

Dividend Policy
The company has never paid any 

cash dividends on its common stock.

The company currently intends to 

retain all earnings for use in its busi-

ness and does not anticipate paying

cash dividends in the foreseeable

future. Any future determination as 

to payment of dividends will depend

upon the financial condition and

results of operations of the company

and such other factors as are deemed

relevant by the Board of Directors.

Transfer Agent
Wells Fargo Bank Minnesota, N.A.

Shareowner Services

P.O. Box 64854

St. Paul, Minnesota 55164-0854

(800) 468-9716

Independent Public
Accountants
Deloitte & Touche LLP

Minneapolis, Minnesota

Legal Counsel
Faegre & Benson LLP

Minneapolis, Minnesota

Supplemental Information
Darlene Polzin

Hutchinson Technology Incorporated

40 West Highland Park NE

Hutchinson, Minnesota 55350-9784

(800) 689-0755

e-mail: dpolzin@hti.htch.com

Information Online
We invite you to learn more about

Hutchinson Technology Inc. at 

www.htch.com

* Audit Committee 
+ Compensation Committee
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