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Fellow Shareholders:

Early in 2002 we established three principal corporate goals for the year: be profitable, raise at least $20 million
through equity funding or new government support for research and development, and ship the first production
Cray X1™ system to a customer. Through the tremendous efforts of our employees we achieved all of these goals.
Even better, we were profitable in each quarter of 2002. The year culminated in the first production shipment of
the Cray X1 system — a particularly satisfying accomplishment given the product's four-year development cycle
amidst major corporate integration challenges and a worldwide economic downturn.

Despite the economic slowdown and restrictions on capital spending, our 2002 revenue grew 16% to $155.1 million.
Our net profit was $5.4 million, compared with a 2001 net loss of $35.2 million. These results reflect Cray's strong
customer relationships and product performance, coupled with government support for our research and development
activities and tight internal expense controls.

Laying the Groundwork
Our significant accomplishments in 2002 laid a solid foundation for growth:

*  Following the installation and customer acceptance of five early-production systems, we formally announced
the availability of the Cray X1 system in November 2002 and in December shipped the first production Cray
X1 system from our manufacturing facility in Chippewa Falls, Wisconsin.

e We entered into a contract valued at more than $90 million with Sandia National Laboratories to design, and
deliver in 2004, a high-bandwidth, massively-parallel system, called Red Storm.

e Our MTA-2™ system was accepted by the Naval Research Laboratory, where it is being used by the Department
of Defense research community to investigate applications using its unique multi-threading attributes.

*  We received a contract from the Defense Advanced Research Projects Agency to participate in an advanced
research program aimed at making "trans-petaflops systems" more robust, easier to program and more
broadly applicable. We are partnering with researchers from Stanford University, University of Notre Dame
and California Institute of Technology/Jet Propulsion Laboratory in this Cascade program.

Our 2002 achievements enabled us to raise $48 million through the public sale of shares in early 2003, providing
us with a solid financial foundation for growth.

Building for the Future

The emergence of the Cray X1 system is a major milestone toward our goal of enabling scientists and engineers to
run their applications at sustained petaflops speed by the end of this decade. Our product roadmap is focused on
this commitment. Other key initiatives, including the Red Storm contract, the Cascade program and further experience
with multi-threaded technology, will accelerate our progress toward this goal.

With a strong product portfolio, a healthy set of technology development initiatives and a solid financial foundation,
all of us at Cray look forward to 2003 and the years ahead. We have the opportunity to achieve significant revenue
growth and accelerate profitability. | want to thank our customers, suppliers, employees, Directors and shareholders
for their continued support of Cray and our vision to be the premier provider of computational solutions for the
world's most challenging technical problems.

Sincerely,

mes E. Rottsolk
hairman, President & Chief Executive Officer
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