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PRIMA INDUSTRIE AND GROUP CONSOLIDATED

FINANCIAL STATEMENTS AT DECEMBER 31, 2003

REPORT ON OPERATIONS

Shareholders,

The Financial Statements at December 31, 2003 whekubmit for your approval show
a significant improvement over the previous yeaspite the economic challenges that the
Group continued to face.

After a disappointing interlude in 2002, the Graume again achieved operating profits,
increasing its Earnings Before Interest and TakT) largely as a result of the strong
performance shown by Prima North America and theekdyne Systems division in
particular.

During the year, the Group operated in an inteomati arena marked by economic
instability and rising geopolitical tensions thatiminated in the war in Iraq. All of the
Group's major areas of business were affected: geuravhere 68% of our sales are
concentrated, was essentially stagnant. GDP greva loyere 0.5%, triggering a sharp
downturn in the market for capital goods. In thateoh States, which accounts for 21% of
the Group’s sales, the clouds began to clear aviatds the end of the year, as vigorous
tax incentives, low interest rates and a weakedwitar all helped get the economy back
on the move. On the other side of the world, Ast&g'snomies continued to grow, with
Japan finally seeing the light at the end of a &liiinhas been toiling through for a decade.
China's growth spurt showed no signs of slowingenethe SARS epidemic in the early
months of the year was unable to rein in the cgtsn@DP, now rising at rate of nearly 9%
per year.

Gloomy as the economic outlook may have been irréseof the world, Italy can hardly

be counted as a bright spot, beset as it was byeslerproblems that added significantly
to the difficulties hampering growth in Europe awfale: the strong Euro and the lack of
common policies on such knotty questions as intéree in Iraq, compliance with the

limits set by the Stability and Growth Pact, ane Buropean Constitution.

Thus, while sharing its European partners’ lackvisfion and inability to hammer out

effective growth strategies, Italy suffered frorm dwn set of home-grown impediments
during the year. The near-meltdown of a number ajomindustrial groups, an inflation

rate that remained stubbornly above the Europeamnage by almost half a percentage
point, incentives for investments and research Haate dwindled to the merest trickle,
chronically abrasive politics and rekindled soaiatest all effectively barred the road to
the structural reforms that Italy so urgently needs



For most buyers, new investments were hardly orcéinds in an economic scene like this,
and domestic demand for capital goods fell accotgirby around 23.1%, according to the
Italian machine tool trade association UCIMU. Andhainternational markets still stuck
in the doldrums, exports were no longer the safatye they had often proved to be in the
past. Far from offsetting slow demand on the homeatf exports edged downwards by
0.2%.

In terms of market outlets, the automotive and sgoe industries — where the Group’s
line of 3D laser machines leads the field — showsedtious signs of recovery after a year
overshadowed by the tragic events of 9/11.

By contrast, the sheet metal fabricating marketim outlet for our 2D laser machines —
was far more difficult than it had been in 2002thwslipping demand aggravated by
eroding sales conditions as major international petitors slashed prices and wooed
prospective buyers with enticing terms of payment.

The Prima Industrie Group rose to these challemgédsan ambitious program calling for
action in five key areas:

* Broadening our manufacturing activities’ global eagtoday, the Group has
production facilities in the United States and @hiras well as in Italy). With
increased globalization, the Group will be betteielsled from the impact of the
international exchange market’s growing volatility.

* Increasing our production flexibility to meet theenls of a market where fast delivery
has become a major priority, and manufacturers mhust trim their work backlogs to
the minimum.

* Intensifying our market presence worldwide (the @raow does business in over 40
countries).

* Continuing to make the sizable R&D investments erdetb maintain the Group’s
technological leadership.

* Providing more effective control over working capithus bringing about significant
improvements in our financial position.

Major events during the year included the hostlesbver bid attempted by Newco Laser,
whose offer of 7.5 Euro per share attracted feWwan 5% of our shareholders, and Prima
North America’s move to new facilities in Chicopellassachusetts and Champlin,

Minnesota, both leased on a long-term basis.

Because of the difficulties outlined above, op@gtncome was insufficient to cover the

extraordinary expenses incurred during the yearr@sult of these events.



In real terms, revenues for 2003 were substant@ilya par with those for the preceding
year. However, the dollar’'s 20.43% loss of valuaiasf the Euro had a significant impact
on our U.S. dollar-denominated sales, which accdonta full 30.2% of the Group’s
turnover. Had exchange rates remained at 2002slethe$ year’s sales would have grown
by 0.7%.

CONSOLIDATED SALES TURNOVER (thousands of
Euros)

120000

100000

1999 2000 2001 2002 2003

Highlights of the 2003 consolidated income statenaea shown below. All amounts are
expressed in thousands of Euros, and are showth&rgeith the corresponding figures for
the previous year to permit comparison.

Dec 31, '03 Dec 31, '02
% %

Sales and service revenues 95,000 101.5 100,528 99.8
Change in inventory and other revenues (1,358) (1.5) 168 0.2
Total value of production 93,642 100.0 100,696 100.0
Total cost of production (67,413) (72.0) (74,604) (74.2)
Added value 26,229 28.0 26,092 25.9
Personnel expenses (23,498) (25.1) (25,968) (25.8)
Gross operating margin — EBITDA 2,731 2.9 124 0.1
Amortization, depreciation and writedowns (2,142) (2.3) (2,647) (2.6)
Operating profit — EBIT 589 0.6 (2,523) (2.5)
Net financial income (expense) (1,418) (1.5) (1,958) (1.9
Value adjustments and extraordinary (1,254) (2.3) (1,088) (1.2)
expenses

Income (loss) before taxation (2,083) (2.2) (5,569) (5.5)
Current tax liabilities (1,583) 2.7) (2,163) (2.1)
Deferred taxation 713 0.8 2,708 2.7
CONSOLIDATED NET PROFIT (LOSS) (2,953) (3.2) (5,024) (5.0)



The Group’s EBITDA margin amounted to 2,731 thoaskaros or 2.9% of turnover, well
over 2002’s 124 thousand Euros.

This increase in earnings reflected improvementsPama North America, whose
restructuring and reorganization programs begareto fruit, as well as the improvement
in sales and profitability achieved by the Laseelystems division. Prima Industrie and
Prima Electronics were also successful in protgdiieir margins from the problems now
plaguing Europe’s markets.

The following items were taken into account in deti@ing EBITDA performance:

* Current additions to provisions totaling 4,914 tband Euros, including 3,470
thousand Euros to the provisions for risks and rutaharges set aside to cover
installation and warranty costs, 1,190 thousando&uo provisions for inventory
obsolescence, and 254 thousand Euros to providoimd and doubtful debts.

* Research and development costs totaling 6,935 éindu&uros (as against 7,475
thousand Euros in 2002), all charged directly agfaimcome. R&D now accounts for
7.3% of total turnover.

» Additional provisions of 899 thousand Euros to costaff severance indemnities
matured at the year-end. In 2002, this amountedtéB3 thousand Euros.

EBIT reached 589 thousand Euros or 0.6% of turnowavelcome return to profitability
after 2002’s shortfall of 2,523 thousand Euros.

OPERATING INCOME (EBIT) VERSUS SALES

1999 2000 2001

2003




As for EBT, the Group posted a pretax loss of 2,08fisand Euros, as against a loss of
5,569 thousand Euros in 2002. The following itenesentaken into account:
* Net financial expenses of 1,251 thousand Euros.
* Exchange rate losses net of hedging operation&dftiousand Euros, largely as a
result of the US dollar’'s weakening against theoEur
» Extraordinary expenses of 1,254 thousand Eurostlynosurred in connection with
the hostile takeover bid, Prima North America’sooaltion to new manufacturing
facilities, and an emergency retrofit campaigndertain newly launched products.

The year ended with a consolidated net loss of2®usand Euros following 1,583
thousand Euros in provisions for current tax ligiles and 713 thousand Euros in deferred
tax assets.

Deferred tax assets are shown only in cases inhntiiere are temporary differences
between the carrying amount of an item and itsbigse. In accordance with the prudence
concept, no deferred tax assets are recognizethéodeductible losses incurred in 2003,
even though there are encouraging prospectsdoregy in the coming year.

Performance has thus improved significantly by cangon with 2002’s 5,024 thousand
Euro loss, particularly since a large percentagéhefGroup’s loss in 2003 was due to
extraordinary items.

Key performance indicators for the year are shoalow by comparison with 2002.

Dec 31, 2003 Dec 31, 2002

Weighted-average common shares
outstanding during the year 4,543,750 4,150,000
Book value per share

Euros 2.50 2.50
Net earnings (Loss) per share

Euros (0.65) (1.21)
Net asset value per share

Euros 6.10 6.57

The Group’s financial position can be summarizetbdsws:

Amounts in thousands of Euros Dec 31, 2003 Dec 31, 2002
Fixed assets 10,432 10,985
Net working capital 43,784 59,225
TOTAL ASSETS 54,216 70,210
Total consolidated shareholders’
equity 27,729 27,248
Staff severance indemnities 4,164 3,708
Net financial position 22,323 39,254
Medium-term liabilities 15,392 17,686
Short-term liabilities 6,931 21,568
TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY 54,216 70,210



Dramatic improvements in managing working capitedden it possible to reduce the
Group’s DSO and achieve better inventory turno@rorter collection periods resulted
from more effective procedures for collecting reables and careful screening of
prospective customers, which led the Group to tlavwn certain orders which were felt to
involve unreasonable risks.

Better management of working capital, the free dsi generated by operations, and the
3,982 thousand Euro capital increase subscribedpamd in on February 11, 2003 all

brought about a substantial improvement in the @onet financial position, reducing the

deficit from 39,254 thousand Euros at December28D2 to 22,323 thousand Euros at
December 31, 2003. As in the previous year, non¢hisf improvement was financed

through factoring transactions.

The Group’s indebtedness includes:

e 2,767 thousand Euros (as against 3,600 thousanass EairDecember 31, 2002) in
connection with bills of exchange discounted wébourse for subsidized sales made
under the terms of the Sabatini Act. It should b@leasized that the Group will be
called upon to honor these credit instruments anlthe event of default on the part
of the customers involved.

* 1,268 thousand Euros in lease installments payabtest of which are due in
connection with the capital lease taken out on &rindustrie Plant 2 in Collegno,
Torino.

» 1,774 thousand Euros in subsidized R&D loans frovegnment agencies.

Net amounts due to banks thus totaled 16,514 timduBaros, slightly over half of the
previous year’s 30,797 thousand Euros.

Of this amount, short-term payables (including medierm loan amortization
installments falling due during 2004) amount to6d,8housand Euros, while medium-long
term borrowing totals 9,850 thousand Euros.

The asset-equity ratio thus stood at 0.8, down ftofrat the end of 2002. As regards bank
borrowing, the Group’s debt to equity ratio was &@®ecember 31, 2003, as against 1.1 at
the 2002 year-end: a significant change in viewhefforthcoming implementation of the
new Basle 2 international banking regulations.



THE COMPANY’'S GROWTH IN THE PEOPLE’S REPUBLIC OF C HINA

While the Group devoted much of 2002 to reorgagizand consolidating its businesses in
the U.S. — where it acquired Convergent Energy0@02and Laserdyne in 2001 — in the
aftermath of the terrorist attacks of 9/11, in 2@Q8rned its attention to China, working to
make its presence felt on a market that could pvite¢ for the company’s future.

China’s economy has shown annual growth rates tf 8% for the whole of the last
decade, an achievement the country marked by pitiiea WTO in 2002. Today, China is
the world’s fastest growing market.

For almost ten years, the Prima Industrie Groupl®es active on the Chinese market,
where it has:

* A Beijing sales office which markets and servic&s Iaser machines produced by
both Prima Industrie and Laserdyne. In China aferrest of the world, the Group is
firmly established as a tier-one supplier of sucachines to the automotive and
aerospace industries.

* A joint venture in Shenyang with China’s top maehtool manufacturer, Shenyang
Machine Tool. In addition to producing certain campnts locally, the joint venture
assembles, markets and provides after-sales sdoviedatino 2D laser machines.

During 2003, Prima Industrie also subscribed tbae issue whereby it acquired a 27.5%
interest in a Chinese company located in Shanghtie-heart of the so-called “world
factory — whose lineup of 2D laser systems has eersgl a broad swath of the Chinese
market in recent years.

Formerly known as Shanghai Unity Best Choice, themany changed name after joining
forces with Prima Industrie, and will begin to daosimess as Shanghai Unity Prinma
2004.

The Group’s investment totaled 531 thousand USadgllincluding 290 thousand dollars
in cash and the remainder through a technologgfeaarrangement.

Shanghai Unity Prima will continue to operate inelegently on the Chinese market. The
investment will bring a number of benefits to the@, which will thus be able to:

» Dominate a sizable portion of the entire Chineseketawith Shanghai Unity Prima’s
output complementing the Group’s own product lines.

* Sell components produced by Prima North Americaseflagenerators), Prima
Electronics (numerical controls and electronic pqent) and Prima Industrie (laser
cutting heads and other high-tech units) to Shairighiy Prima.

« Take advantage of China’s low production costs tanufacture mechanical
components for machines marketed in the Group'sraibtlets.



Sales achieved by the Group in the People’s RepoblChina, either directly or through
joint ventures, are summarized below. Amounts a&peessed in millions of US dollars, as
the RMD is pegged to the dollar.

2003 2002
Prima Industrie Group 4.1 1.4
Shenyang Prima 1.7 1.0
Shanghai Unity Prima (machines) 4.3 3.0
Shanghai Unity Prima (imported lasers) 1.5 0.7
Total 11.6 6.1

These figures highlight the strategic importancethef Group’s recent achievements in
China, where the market for laser systems is ergeict double in size over the next three
years.

With this firm foothold in Asia, the Group now hasanufacturing facilities in the
European Union, the United States and China: i pringboard to success in the
challenging global market.



OWNERSHIP STRUCTURE

Following the capital increase of February 11, 2@@8en 450,000 new shares were issued
at a subscription price of 8.85 Euros each, asexfeimber 31, 2003 there were 4,600,000
outstanding shares of common stock with a par vaii&e5 Euros each.

The Group has issued no bonds or securities dtherdcommon stock.

As recorded in the Shareholders’ Ledger, the coripgrublicly held shares accounted for
around 44 per cent of shareholders’ equity, incigdthe portion held by company
employees:

SHARE OWNERSHIP

LESTRI HOLDING B.V.

7.25% ALMOND INTERNATIONAL
S.A.
6.58%

MARKET
43.91%

ERSTE INTERNATIONAL
HOLDING S.A.
18.23%

HELIOS PRIVATE EQUITY

SVILUPPO ITALIA

OTHER MANAGERS 3.69%

7.37% .
Gianfranco CARBONATO

+ spouse
3.93%

PRIMA INDUSTRIE’'S PERFORMANCE ON THE STOCK MARKET

Markets were highly volatile in 2003, achievingwstained rally only in the last quarter.
On the high-tech Nuovo Mercato where the Groupaahare traded, the NUMTEL index
rose to 1.573 points, a 21% advance over the biegirof the year.

In the early months of 2003, Prima Industrie’s ktealue was affected by the 7.5 Euro per
share takeover bid advanced on February 5. Theg&shares remained above 7.5 Euros
throughout the period of the bid, at one time mgta high of 8.653 Euros. Predictably,

prices dropped to around 7 Euros per share afeebith failed, and were slow to react

when trading picked up later in the year.

At December 31, 2003, Prima Industrie stock wastepi@t 6.921 Euros per share, 19%
above the market value of 5.82 Euros at the 2082-gnd.
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The Group worked to stabilize share prices during year, implementing all of the
measures approved by the Extraordinary SharehoMeetings of December 4, 2001 and
March 28, 2003.

At December 31, 2003, the Group held 47,000 obws shares at an average value of
6.8893 Euros per share.

The performance of Prima Industrie stock versusNUMTEL index is illustrated below:

9.00
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7.50
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6.50
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Source: DATASTREAM

STOCK OPTION PLAN
(as contemplated by CONSOB recommendation No. 115@8 February 15, 2000)

The stock option plan approved by the Extraordirfaiyreholders’ Meeting of May 14,
1999 will terminate in June 2004.

As the options granted for 2003 cannot be exerdmeduse of failure to reach assigned
targets, the plan terminates as follows:

Options permitted under

the terms of the plan 300,000

Options exercised at July 5, 2000 50,000 at €6.75
Options exercised at July 10, 2001 50,000 at €7.50
Total options exercised 100,000

Options not granted, not

exercisable, or not exercised 200,000
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CONSOLIDATED SALES TURNOVER

Sales remained substantially at the level of tlevipus year, with consolidated turnover
totaling 95,000 thousand Euros.

The apparent 5.5% decline from 2002’s 100,528 thodisuros was in fact due entirely to
eroding Euro-dollar exchange rates, which saw tileuds value slide by 20.4% during the
year. This impacted turnover figures, as around 80%ie Group’s sales are in areas using
the US dollar.

Real-term revenues stayed stable largely as at r@fsthle increasing proportion of income
contributed by Prima North America, whose reorgatian has positioned the company to
benefit from the rebounding US economy. By contrsasles by Prima Industrie and Prima
Electronics dropped slightly as both companiesldzhtthe difficulties that continue to
afflict all of Europe’s markets, and Italy’s in piaular.

Consolidated sales turnover, which does not incltsleenues from the Group’s joint
ventures in China and Japan, can be broken dowprdguct type as shown in the table
below, where amounts are expressed in thousaridsros:

SALES BREAKDOWN BY PRODUCT TYPE

Dec 31, 2003 % Dec 31, 2002 %
3D laser machines 34,776 37 29,007 29
2D laser machines 30,914 32 37,154 37
Electronic systems 10,138 11 11,734 11
Laser generators 1,386 1 2,795 3
After-sales service and 17,786 19 19,838 20

other sales

TOTAL 95,000 100 100,528 100

These figures point to a number of trends:

» Turnover from 3D laser machines has grown steadilyoth percentage importance
and total cash value, aided by stronger Europeakatsaand Laserdyne’s return to
normal business volumes after the crisis thathataerospace market in the preceding
year.

» Sales of 2D laser machines have slumped under #ightvof market problems
throughout Europe. Nowhere more severe than iy, Ithese problems were all the
more pronounced in 2003, when the Tremonti Actinagntives that boosted sales in
the previous year came to an end.

» Sales of electronic systems have declined slightly.

 The drop in turnover from laser generators has befset by an increase in
intergroup sales.

11



* Turnover from after-sales service and other soudrepped entirely as a result of
weakening exchange rates, as a large proportitimesé revenues are in dollars.

Sales breakdown by geographical area is shown belgain, amounts are expressed in
thousands of Euros.

SALES BREAKDOWN BY GEOGRAPHICAL AREA

Dec 31, 2003 % Dec 31, 2002 %
Italy 22,557 24 28,354 28
Europe 41,725 44 42,247 42
North America 20,196 21 21,010 21
Asia and rest of world 10,522 11 8,917 9
TOTAL 95,000 100 100,528 100

As can be seen, sales in Italy have dropped dadigtichough the Group has not lost
market share. Losses elsewhere in Europe weraltassatic, as sales held their own in
countries such as Spain and Germany, and strofgrpamnce in the emerging markets of
Eastern Europe helped keep the damage caused dpyistiudemand for capital goods
within bounds.

Europe’s woes were in sharp contrast to the impr@rés in North America (where

foreign exchange distortions masked the true exiégtowth), as well as in Asia and the
rest of the world.

COMMERCIAL ACTIVITIES
In 2003, the Group booked orders totaling 91,038u¢and Euros, down from 107,861
thousand Euros in 2002.

The consolidated order backlog at January 1, 2084 significantly smaller than it had
been the year before:

(thousands of Euros) Backlog at Jan  Backlog at Jan
1, 2004 1, 2003
3D machines 6,759 11,583
2D machines 6,739 10,130
Lasers 116 -
Electronic equipment 4,110 4,556
Services 1,326 1,626
TOTAL 19,050 27,895
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However, though a small backlog was one of theofgcthat accompanied the Group
throughout 2003, it in no way prevented us fronthaag a turnover comparable to that of
the previous year.

Shrinking backlogs have become an industry-widenpheenon, confirming the market’s
continuing insistence on faster delivery times.

When the economy is as little conducive to investisieas it is in Europe today, the
customer who decides to spend money is hardlyngilio put up with long lead times.

To succeed in such a setting, increasing produdgoability — without allowing work in
process to get out of hand — must rank among a faetomer’s highest priorities.

As befits a Group whose global stance spans aetbf the world’s major economic areas,
Prima Industrie showcased its products at intesnatitrade fairs such as Milan’s EMO in
October 2003, Chicago’s METALFORM and FABTECH in yland November, and
Beijing’s CIMT in May.

Efforts were also made to increase the Group’$wisi on the new markets we entered
last year. Thus, Prima Industrie participated foe first time in trade fairs in Poland
(MACHTOOL) and Australia (AUSTEC).
We also received our first order from South Afritajnging the number of countries
where the Group does business past 40.

In September 2003, the Group set up Prima Scandi®. Headquartered in Goéteborg,
the new company will oversee sales and after-ssde@ce on the Scandinavian market
(i.e., Sweden, Denmark, Norway and Finland), whdve Group has long enjoyed
preeminence in 3D laser machine sales, a strongepce in the 2D sector, and well-
established relationships with several high-voluoastomers.

Finally, the Group’s cross-Channel branch, Primdustrie UK, was incorporated under
British law with effect from January 1, 2004, a raaeflecting the size and sales volume
that this organization has now reached.

RESEARCH AND DEVELOPMENT

Research and development costs totaled 6,935 thduSaros, compared with 7,475
thousand Euros in 2002 and 6,119 thousand Eurd80fh. As in the past, all expenditures
for the year were charged directly against income.

This sizable investment, which corresponds to 7a3%urnover, will enable the Group to

maintain — and, we hope, sharpen — its competédge in the fast-paced world of laser
technology, and thus rise above the problems beéray some of that world’s major

markets.

13



R&D COSTS
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One of R&D’s prime concerns is to strengthen emgstproduct lines. Here, the Group
made a number of advances:

* New performance features were developed for thé&nBldine’s P20-L Numerical
Control, including sensing capabilities for thetog and piercing processes, and
automatic restarting after unintended shutdown.

* Development of optical remote control for Laserdggstems was completed.

* Product engineering and modularization work wasi@amout on the FastFlow family
of CQO;, lasers (CP3000, CP3500, CP4000).

* A prototype Domino HS 1530 unit was developed whicbavides higher dynamic
performance and operating accuracy than its predeceln view of current market
conditions, the new version’s launch will be postgd until mid-2004.

* New direct-drive 3D focusing heads were developadtiwvwill be phased in on all of
the Group’s 3D products.

Product innovation is another major focus for R&MD. pursue this goal more effectively, a
new research center was set up in Bari as partomogerative program with the Italian
National Research Council. At December 31, 2008, danter was staffed by a seven-
member research team.

14



With the facilities provided by the new center, theup was able to devote fresh energy
to advanced research efforts such as the two rtiual projects approved by MIUR, the

Italian Ministry of Education, Universities and Resch through its Technical and

Scientific Committee, and thus eligible for pubfi;mding in the form of subsidized loans

and grants:

» PAMELA - This international project sponsored byBEKA, the European Research
Coordination Agency, will develop high-speed systersing linear motors and parallel
kinematic layouts. This project’s eligibility foruhding was established by a MIUR
Ministerial Decree of December 29, 2003.

* RESALT — Carried out together with a number of ins¢ional research centers who
work with lasers and remote welding systems fopmeugitive subassemblies and other
large components, the RESALT project was approwedhb MIUR Technical and
Scientific Committee on January 20, 2004. Detaiilt me published in the Official
Gazette in the coming weeks.

15



PERSONNEL AND ORGANIZATION

The Group’s workforce remained stable, with 446 leyges at the end of 2003 as
compared with 443 in the preceding year.

Per capita sales thus amounted to 213 thousands Eascagainst 229 thousand Euros in
2002. This indicator, like so many others, wasaé#d by the weakening dollar, as 23% of
the Group’s employees work in the United States.

Workforce breakdown by Group company is shown below

Dec 31, 2003 Dec 31, 2002

* Prima Industrie S.p.A. — Italy 234 222
* Prima Industrie European branch offices 31 31
= Prima Electronics S.p.A. — Italy 81 80
= Prima North America, Inc. — USA 100 110
Total 446 443

Breakdown by job function was as follows:

Dec 31, 2003Dec 31, 2002

= Management and administration 45 47
= Marketing and sales 41 51
= R&D and engineering 72 73
* Production 200 194
= Customer service 77 71
Subtotal 435 436
= Temporary employees 11 7
Total 446 443

As announced in the 2002 Report on Operations,Pitima North America workforce
relocated last February to new leased facilitie€lmcopee, Massachusetts and Champlin,
Minnesota.

TRANSITION TO IAS/IFRS STANDARDS

EC Regulation 1606/2002 requires EU listed compmaneg prepare their consolidated
accounts in accordance with International Account8tandards/International Financial
Reporting Standards for years starting on or dteuvary 1, 2005.

The Prima Industrie Group is now assessing the e¢impbapplying the new international
standards, and is reviewing the in-house and autsadources who will be assigned to
ensure a smooth transition to the new reportingirements.
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CONSOLIDATED GROUP COMPANIES
An overview of the Group companies’ performanceardythe year is provided below.
PRIMA INDUSTRIE S.P.A.

The parent company’s sales turnover in 2003 amdutate62,583 thousand Euros, 7.2%
down from 2002’s 67,464 thousand Euros.

This downturn was the result of two factors:

» The critical situation on the European market, Wwhicas particularly damaging to
sales of 2D equipment.

» The US dollar’s weakening against the Euro, whiapacted the Company’s dollar-
denominated sales in North America and certainrAsiarkets.

SALES TURNOVER (thousands of Euros)
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Highlights of the Prima Industrie S.p.A. 2003 cditted income statement are shown
below. All amounts are expressed in thousands ob£w@and are shown together with the
corresponding figures for the previous year to giecomparison:

Dec 31,03 Dec31,'02 9% Change

Sales and service revenues 62,583 67,464 (7.2)
Change in inventory and other revenues 486 700

Total value of production 63,069 68,164 (7.5)
Total cost of production (47,846) (52,733) (9.3)
Added value 15,223 15,431 (1.3)
Personnel expenses (12,657) (12,003) 54
Gross operating margin — EBITDA 2,566 3,428 (25.1)
Amortization, depreciation and writedowns (730) (973)
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Operating profit — EBIT 1,836 2,455 (25.2)

Net financial income (expense) (583) (876)

Value adjustments and extraordinary (3,948) (7,980)

expenses

Income (loss) before taxation (2,695) (6,401) 57.9
Current tax liabilities (825) (1,272)

Deferred taxation 686 2,793

NET PROFIT (LOSS) (2,834) (4,880) 41.9

The Company’s EBITDA margin amounted to 2,566 tlamasEuros or 4.1 per cent of
turnover, as against 3,428 thousand Euros or 5.t of turnover in the previous year.
This decrease was the consequence of lower salbigh wesulted in a narrower
contribution margin while structural costs remaiagdhe levels reached in 2002.

Factors contributing to the year's EBITDA performanncluded:

» Current additions to provisions totaling 2,026 tband Euros, including 2,001
thousand Euros to the provisions for contract-eelatisks and charges set aside to
cover installation and warranty costs for machimed systems delivered and invoiced
in 2003 (utilization of these provisions amounted2{163 thousand Euros during the
year).

Other minor additions to provisions included thethOusand Euros set aside during
the year for customer claims advanced againstahgany’s agents, and 15 thousand
Euros for collection risks on receivables.

» Research and development costs totaling 3,555 d@imou&uros (as against 3,494
thousand Euros in 2002), all charged directly agfaimcome.

» Additional provisions of 709 thousand Euros to cos@&ff severance indemnities
matured at the year-end.

After 730 thousand Euros in depreciation and amation, EBIT amounted to 1,836
thousand Euros or 2.9% of turnover, as against52tddusand Euros or 3.6% of turnover
in 2002.

OPERATING INCOME (EBIT) VERSUS SALES
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10
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1999 2000 2001 2002 2003



The Company posted a pretax loss of 2,695 thougamds, a significant improvement
over the 6,401 thousand Euro loss in 2002.

The following factors contributed:

» Interest payments (net of interest income) and lwamkmissions totaling 853 thousand
Euros, as against 1,215 thousand Euros in 2008.r&Huction was chiefly due to lower
net borrowings, as well as to the more favoraltlerest rates which were applied.

» Exchange rate losses (net of gains) amounting toth®usand Euros. The fact that
these losses are relatively small despite the Busbarp rise against a number of
currencies, and against the US dollar in particulas due to careful management of
the Company’s total exchange rate exposure, whidured that dollar-denominated
payables and receivables were evenly matched wviaitiging all risks arising from
collections and payments effected in US dollars.

» Writedowns on investment holdings totaling 3,37&ugand Euros, largely in
connection with the losses incurred by Prima Néwherica, which amounted to 3,319
thousand Euros as against 6,863 thousand Eur@9i 2

» Extraordinary expenses of 571 thousand Euros.

The main components of this item included:

= 435 thousand Euros in expenses incurred in defgritien Company from the hostile
takeover bid advanced by Newco Laser, which inautte costs of legal counsel,
fees charged by the financial advisors who evatu#te bid, and amounts due to
consultants who assisted in preparing and validatine Company’'s strategic
business plan.

= 360 thousand Euros (net of amounts billed to o@®erup companies) in expenses
incurred in a emergency retrofit campaign carriad to update the electronic
systems and software used on one of the Compangtiupt lines. This family of
machines had originally been equipped with a nesvraare advanced generation of
numerical control units which were found to causetain performance problems.
Solving these problems expeditiously was imperativerder to safeguard one of the
Company’s vital assets: its customer satisfactioiex.

= 152 thousand Euros in costs incurred in introduciegy outsourcing programs.

The year ended with a net loss of 2,834 thousand<=iollowing 825 thousand Euros in
provisions for current tax liabilities and 686 tlsand Euros in deferred tax assets
recognized for deductible temporary differences2002, the net loss was 4,880 thousand
Euros.

Key performance indicators for the year are shoalow by comparison with 2002:

Dec 31, '03 Dec 31, '02
Weighted-average common shares
outstanding during the year 4,543,750 4,150,000
Book value per share

Euros 2.50 2.50
Net earnings (Loss) per share

Euros (0.62) (1.18)
Net asset value per share

Euros 6.18 6.49
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The Company’s financial position can be summaredllows:

Amounts in thousands of Euros

Fixed assets
Net working capital

TOTAL ASSETS

Shareholders’ equity
Staff severance indemnities
Net financial position

Medium-term liabilities
Short-term liabilities

TOTAL LIABILITIES AND
SHAREHOLDERS’ EQUITY

As can be seen, there was a dramatic improvemehei@ompany’s net financial position.

Dec 31, 2003

17,114
27,546

44,660

28,064
3,046
13,550

44,660

The factors that made this possible included:

» The 3,982 thousand Euro capital increase (inclusftbe 2,834 thousand Euro loss for
the year) subscribed and paid in on February 10320

» Better management of working capital, which hingédefly on careful screening of
prospective customers and more aggressive proceéiurensuring that receivables are

collected.

Short-term liabilities consist entirely of mediueri loan amortization installments
falling due during 2004, as the Company’s cash esuivalents totaled 2,228 thousand

Euros at December 31, 2003.

The Company’s debt to equity ratio showed substibhitiprovement, passing from 0.8 at

the 2002 year-end to 0.5 at December 31, 2003.
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9,077
4,473

Dec 31, 2002

11,378
40,160

51,538

26,917
2,725
21,896

51,538

7,811
14,085



EQUITY INVESTMENTS HELD DIRECTLY OR INDIRECTLY BY D

IRECTORS,

STATUTORY AUDITORS AND GENERAL MANAGERS IN PRIMA IN DUSTRIE
SPA AND IN ITS SUBSIDIARIES (DISCLOSURE PURSUANT TO ARTICLE 79,
CONSOB REGULATION 11971 OF MAY 14, 1999)

As required by Article 79 of CONSOB Regulation 119&pproved on May 14, 1999,
details of equity investments held by company does; statutory auditors and general
managers are disclosed below.

Surname and name

Palmeri, Aldo

Carbonato, Gianfranco

Della Rosa, Giulia
D’Isidoro, Sandro
Mansour, Rafic Y.
Mazzotto, Paolo
Morfino, Giuseppe
Peiretti, Domenico
Takanen, Francesco
Formica, Riccardo
Mosca, Andrea
Petrignani, Roberto
Coda, Roberto

Ruggeri, Stefano Maria

Basso, Ezio

Delle Piane, Alberto
Gagliardi, Franca (i)
Monticone, Emilia (ii)

Investee

Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA
Prima Industrie SpA

(i) Spouse of Mr Carbonato
(i) Spouse of Mr. Peiretti

Shares owned
at Jan. 1, 2003 purchased

2,500
173,000

462,068

None of the parties listed above has direct
subsidiaries Prima Electronics SpA, Prima IndusBmebH, Prima Industrie International
BV (formerly Laserworld BV) or Prima North Ameridac..
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in 2003

1,500

1,000
376,726

Shares
sold in

2003

Shares owned at
year-end
(Dec 31, '03)

2,500
174,500

1,000
838,794

orr@udi shareholdings or quotas in the



SALES TURNOVER
Sales for 2003 amounted to 62,583 thousand EurosakBown by product type and

geographical area is shown in the tables belowyevamounts are expressed in thousands
of Euros:

SALES BREAKDOWN BY PRODUCT TYPE

Dec 31, 2003 % Dec 31, 2002 %
3D laser machines 24,529 39.0 23,419 34.7
2D laser machines 26,211 42.0 34,016 50.4
After-sales service and other 11,843 19.0 10,029 14.9
sales
TOTAL 62,583 100.0 67,464 100.0

SALES BREAKDOWN BY GEOGRAPHICAL AREA

Dec 31, 2003 % Dec 31, 2002 %
Italy 20,285 32.0 24,225 35.9
Europe 31,411 50.0 33,211 49.2
USA 2,718 5.0 3,653 5.4
Rest of world 8,169 13.0 6,375 9.5
TOTAL 62,583 100.0 67,464 100.0

As can be seen from the breakdown by product t$fejaser machines showed strong
sales, while the steadily growing number of insthlmachines also fueled an increase in
turnover from after-sales service.

By contrast, sales of 2D laser machines were hadpby sluggish market conditions

throughout Europe, and in Italy in particular.

That Italy has suffered from the ongoing recessimme than its neighbors is confirmed by

the sales breakdown by geographical area, whiclvslibat sales have dropped more
drastically in Italy than in other markets, whetenbver was moderately stable on the
whole.

As there is no reason to believe that Prima In@ustas lost market share in Italy, this

situation appears to have affected all manufactundto do business in the country, where
an underperforming economy, widespread misgivingsugathe future, and a complete

lack of fiscal incentives such as those that didnsch to boost sales in the closing months
of 2002 all combined to create a climate that itk [to encourage investment.
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COMMERCIAL ACTIVITIES

The Company booked orders totaling 59,269 thougamnds in 2002, as against 69,092
thousand Euros in the preceding year.

As discussed above, the market is far from beiegplace it was a year ago. Investments
are made only when they can be put off no longed, ace customers have reached that
point, the last thing they want to do is wait foeir new machines to be delivered. This

attitude, which puts a premium on fast deliveryshared by all of Europe’s major markets

today, and obliges all capital goods makers to their backlogs and introduce leaner,

more flexible manufacturing processes.

Accordingly, the order backlog was reduced as shosow, where amounts are expressed
in thousands of Euros:

Backlog Backlog
atJan 1, atJan 1,

2004 2003
3D machines 5,461 6,598
2D machines 7,080 10,286
TOTAL 12,541 16,884

These figures indicate that the 3D market is hgldis own, as the backlog covers over
three months of production with sales continuinghatrates seen in 2003. The backlog for
2D machines, on the other hand, reflects the ditiies that have hit harder in this market
than elsewhere.

Among other highlights of the year, the branch ceffiin the United Kingdom was
incorporated as a limited liability company withfeztt from January 1, 2004, Prima
Scandinavia AB was set up in September, and thep@oynparticipated in Europe’s
leading machine tool trade fair, EMO, in October.
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TRANSACTIONS WITH RELATED PARTIES
PRIMA ELECTRONICS SPA

Sales made by Prima Electronics to Prima Indusineunted to 2,295 thousand Euros,
down 15.2% from 2,706 thousand Euros in the presicear.

All sales were arm’s length transactions at curnegutket prices, and involved:

2003 2002

Supplies of numerical control units,
accessories, services and miscellaneous 2,095 2,376
Design activities 200 330
Total 2,295 2,706

In the same period, Prima Industrie billed a tatél123 thousand Euros to Prima

Electronics for technical and administrative cotisgl and other services which Prima

Industrie provides to other Group companies onrdrakzed basis, as compared to 119
thousand Euros in 2002. The amounts thus billelidee licenses, maintenance fees and
customization costs for the corporate informatigstesm, as well as the management and
financial expenses incurred by Prima Industrie endif of Prima Electronics.

During the year, Prima Industrie also charged I®u$and Euros to Prima Electronics as
the latter's contribution to the extraordinary empes incurred in the retrofit campaign
carried out for the new P20-L numerical controktumstalled on Prima Industrie machines.

Intercompany payables and receivables at the ywhiaee shown below in thousands of
Euros:

Prima Industrie  Prima Industrie

receivables payables
Trade accounts receivable 216 --
Invoices pending issue -- --
Dividends to be collected 300 --
Trade accounts payable -- 695
Medium and long-term debt -- 1,500
Total 516 2,195
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PRIMA NORTH AMERICA INC.

In 2003, Prima Industrie billed Prima North Amerit®64 thousand Euros for machinery
(as against 2,792 thousand Euros in 2002) and fi@ésand Euros for accessories and
spare parts (as compared with 692 thousand Eur@608). In addition, Prima Industrie
charged 40 thousand Euros in interest on intercagnfmeans.

In turn, Prima North America billed Prima Industfi¢779 thousand Euros for systems,
laser generators and spares, as well as 651 thb&saons for various services carried out

under contract. Intercompany payables and recedgabl thousands of Euros at the year-
end were as follows:

Prima Industrie  Prima Industrie

receivables payables
Trade accounts receivable 440
Trade accounts payable 695
Invoices pending issue 10
Invoices pending receipt 10
Medium and long-term debt 6,087
Total 6,537 705

PRIMA INDUSTRIE GMBH

Prima Industrie GmbH has not done business forrakyears.

No transactions took place between Prima InduSreA. and Prima Industrie GmbH
during the year.

Intercompany payables and receivables at the yahwvere as follows:

Prima Industrie  Prima Industrie

receivables payables
Prima Industrie GmbH
» Trade accounts receivable 16 --
e Trade accounts payable -- 30
Total 16 30

PRIMA INDUSTRIE INTERNATIONAL BV

The company was wound up during the year, as tveseno longer any reason for it to
remain in business.
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SHENYANG PRIMA LASER MACHINE COMPANY LTD.

Prima Industrie billed the Shenyang Prima jointtues approximately 931 thousand Euros
for sales of 2D laser cutting machine subsystem®002, sales totaled 1,460 thousand
Euros.

Intercompany payables and receivables at the yahwere as follows:

Prima Industrie  Prima Industrie
receivables payables
Trade accounts receivable:
» Shenyang Prima Laser Machine Company Ltd 1,307 -

Prima Industrie significantly reduced this exposuarthe early months of 2004.

SHANGHAI UNITY PRIMA LTD.

Prima Industrie acquired a 27.5% interest in tlosnpany through a share issue last
December, paying RMB 2,400,000 (equivalent to 2BOusand Euros) in cash and
entering into a technology transfer arrangementaedilat RMB 2,000,000 (equivalent to
200 thousand Euros).

The company is expected to become operative in IM&@04 after completing the
necessary bureaucratic formalities. During 2008, ¢cbmpany did business as Shanghai
Unity Best Choice, whose assets will be transfetoetthe new joint venture when the latter
starts operations.

SNK PRIMA COMPANY LTD.

There were no significant commercial transactioaesvben Prima Industrie and the joint
venture with SNK; which was set up in Japan inl#tier half of 2001.

Prima Industrie  Prima Industrie
receivables payables
Trade accounts receivable:
*  SNK - Prima Company Ltd 1 -
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SUBSIDIARIES
PRIMA ELECTRONICS SPA

The company ended the year with sales totaling8B3tbousand Euros, down 11.4% from
the 15,339 thousand Euros invoiced in 2002.

Shrinking S&'ES reﬂected |OW€ PRIMA ELElCTR.QNICS SALESTURNOVER
demand from the company’s OEM (n millions of Euros)
customers, all of whom are capit:
goods manufacturers and as su e —
are among the first to suffer fror 14
the problems now harrying 12 -
Europe’s markets.

Nevertheless, the company’s cos
cutting procurement policies an

18

decision to regain direct contrc . ]
over certain activities that ha 4 |— -
previously been outsourced helpe 2 | |

sustain profitability.

1999 | 2000 | 2001 | 2002 | 2003
The year closed with a net profit c.
992 thousand Euros, as against 1,149 thousand EuPG9?2.

Earnings before interest and taxes amounted t&/ 2f&lusand Euros or 13.4% of turnover,
as compared with 2,126 thousand Euros (13.9 perodearnover) in 2002.

The Company booked orders totaling 12,461 thoudamebs, down sharply from the
previous year’'s 15.185 thousand Euros.

As for the other Group companies, buyers’ reluaate invest took its toll of Prima
Electronics’ order backlog, which shrank from 6,460usand Euros at the beginning of
2003 to 5,309 thousand Euros at January 1, 2004.

In addition, market problems forced several of fBempany’'s customers to delay
scheduled product launches until later this year.

R&D costs were all charged directly against incoame totaled 1,243 thousand Euros (or
9.1% of turnover). In 2002, these expenditures anexlto 1,244 thousand Euros net of 54
thousand Euros in funding due for 2003.

Research and development focused on:

» Developing innovative performance features forriee/-generation P20-L CNC which
equips Prima Industrie laser systems.

= Developing and building prototypes and preproductioodels of a new portable
programming unit — the PPB 3 — which will be feation Prima Industrie 3D laser
systems. Work also focused on robot controls foe OEM customer and injection
molding equipment for another customer.
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= Completing development of new line of smart reguiatfor brushless motors with
optical fiber connections and self-regulating calgads. For this work, the Company
received 251 thousand Euros in research grant$2B8dhousand Euros in subsidized
loans.

The Company’s net financial position improved, wihsets outweighing liabilities by
1,660 thousand Euros at the year-end as againghb44and Euros in 2002: an increase of
1,116 thousand Euros.

The workforce at the year-end consisted of 80 eyg@e, the same number as in the
preceding year.
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PRIMA NORTH AMERICA, INC.

Following the move to new facilities in Chicopee,addachusetts and Champlin,
Minnesota, Prima North America’s sales grew sigatfitly as the US economy showed
signs of renewed vigor and the aerospace indugimbed back out of the slump that
bogged it down in 2002.

Turnover thus rose by 25.1%, totaling 30,010 thodsdollars at the year-end as against
23,979 thousand dollars for the year before.

The Laserdyne Systems
division showed particularly
impressive  growth,  with
turnover  climbing  from 35000
8,931 thousand dollars in
2002 to 15,987 thousand**®
dollars at December 31, 5000 ]
2004: an increase of over
79% 20000 —

15000 —

PRIMA NORTH AMERICA INC. SALES TURNOVER

(thousands of dollars)

The Convergent Lasers
division made sales totaling
10,459 thousand dollars, s ]
closely matching 2002’s

10,564 thousand dollars. 0

10000 —
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In any case, 2003 was still a

year of transition for

Convergent Lasers, as deliveries of the new CP350A0CP4000 lasers were deliberately
kept low in order to minimize the risks that intamthg components as innovative as these
revolutionary new units could entail for Prima Iisthie and Laserdyne systems.
Convergent Lasers’ intergroup sales are thus egpeotincrease during 2004.

The Prima Laser Tools division, which markets, atistand services Prima Industrie
products, invoiced 5,612 thousand dollars, a sligjpt down from the 5,909 thousand
dollars posted in 2002.

With operating losses by the Convergent Lasers Britha Laser Tools divisions
outstripping the profits achieved by Laserdyne &yst, the Company ended the year with
net operating losses of 2,874 thousand dollars. é¥ew this was a highly encouraging
improvement over the 6,727 thousand dollar lo0BR.

Looking at EBIT division by division, Laserdyne $gmis did particularly well, with this
key indicator reaching almost 12% of turnover. ©keer two divisions, though improving,
are still below the breakeven point. Convergentetsign particular has not achieved
turnover targets, as intergroup sales have natiyéteir stride.

Total orders for the year amounted to 24,901 thodisbollars, with a backlog of 3,007
thousand dollars as compared with 8,258 thousattdrsian 2002. This reduction resulted
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both from strong last-quarter sales, and from ntadeenand for faster delivery times. In
January 2004, the Company received orders totdl#@l thousand dollars.

The workforce was downsized yet again, droppingnfldlO employees in 2002 to 100 at
the end of 2003.

As it now stands, the workforce is well able to tndee Company’s business needs,
particularly after the recent addition of a smalmber of key recruits whose professional
skills and extensive experience promise to maketbanization even more effective.

Research and development costs, all of which weperesed during the year, totaled 2,356
thousand dollars as against 2,587 thousand dallahe previous year.

R&D work focused on completing the family of CP30@P3500 and CP4000 Fast Flow
lasers. These units, which will equip a growinggadion of Prima Industrie systems, are
now well into the product engineering stage.

PRIMA INDUSTRIE GMBH

The Company, which is not currently operative, pdst limited loss of 9 thousand Euros.

PRIMA INDUSTRIE INTERNATIONAL BV

The Company was wound up as of November 3, 2003.
Operating losses of 10 thousand Euros incurredgundation are shown on the Parent
Company’s financial statements.

UNCONSOLIDATED EQUITY INVESTMENTS

PRIMA SCANDINAVIA AB

Wholly owned by Prima Industrie S.p.A., the compavgs set up in September 2003 to
oversee sales and after-sales service for Primastnd products on the Scandinavian
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market. As the company has just started busineéssas not included in the scope of
consolidation and start-up expenses are conseguasitishown on the Parent Company’s
accounts. Intercompany payables and receivablBs@mber 31, 2003 were as follows:

= Accounts payable to Prima Industrie 104 thoudaumas

= Accounts receivable from Prima Industrie 11 dand Euros

PRIMA INDUSTRIE UK LTD.

The company was set up on December 3, 2003 andhadiynowned by Prima Industrie
S.p.A.. On December 16, 2003 (through the transactid not take effect until January 1,
2004), Prima Industrie arranged to acquire a bssinegnit consisting essentially of
inventories of finished products and spare padmfthe company’s branch in the United
Kingdom. The branch’s employees were thus traredfeto the new company on January
1, 2004, the date from which Prima Industrie UK.L¥dll be responsible for marketing
and after-sales service in Great Britain and theuRbc of Ireland.

SHENYANG PRIMA LASER MACHINE COMPANY LTD.

The company achieved a sales turnover of 1.8 mildlollars, well above its 1.1 million
dollars in 2002.

Net losses for 2003 amounted to 123 thousand dopllmd showed little change with
respect to the previous year. These losses arostydhecause the company pays for the
products it buys from Prima Industrie in Euros, veaes its sales are in remimbi. As the
latter currency is pegged to the US dollar, thet &t into the company’s profit margins.
Half of the loss is shown in the Prima Industrieaficial statements.

Late in the year, the company began manufactumengicn mechanical components locally
in order to bring costs down. The benefits of thisative should make themselves felt as
the year proceeds.

SNK PRIMA COMPANY LTD.

The company is still at the start-up stage, anabis preparing to promote several Prima
Industrie 3D systems on the Japanese market. AzaRndustrie has a 40% interest in the
company, this percentage of the company’s netdbddarch 31, 2002 (date on which its
latest financial statements were approved) is edron the Prima Industrie books. In
October and November 2003, SNK and Prima Industaeh acquired 10% of the

shareholdings previously held by Hanwa. Consequetiié two companies now have an
equal interest in the joint venture.

To increase its holdings, Prima Industrie invesé&dthousand Euros (equivalent to ¥
7,704,000).

SHANGHAI UNITY PRIMA

In December 2003, Prima Industrie acquired a 27uft#rest in Shanghai Unity Prima
through a share issue. The total investment in tfassaction was RMB 4,400,000
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(equivalent to 531 thousand dollars), including REIB00,000 (or 290 thousand dollars)
in cash and RMB 2,000,000 (241 thousand dollargdchnology transfers.

The company continued to do business under its dorname (Shanghai Unity Best
Choice) in 2003, as procedures for changing itallstatus from that of a 100% Chinese
company to a joint venture with foreign investoms still under way.

The necessary operations have been obtained, duketh joint venture will not be able to
start operating until early in 2004.

In 2003, Shanghai Unity Prima made sales amouritnBMB 62,810,000 (7.6 million
dollars), including RMB 26.9 million (or 3.5 millimdollars) in sales of imported lasers,
Net profit was RMB 1,148,865 or 139 thousand dsllar

Following the share issue, the company’'s share taapotaled RMB 16,000,000
(equivalent to 1,932 thousand dollars).
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MACRO MECCANICA SPA (in liquidation)

No commercial transactions with this company tolalkce in 2003.
There were no outstanding accounts payable tocaivable from Prima Industrie at the
year-end.

Prima Industrie’s 35% equity investment in the campwas written off in 1999.
Though the liquidation process is not yet complet further expenses are expected to
emerge in the future.

RAMBAUDI INDUSTRIALE SPA

The company was declared bankrupt by the Courboihd on September 30 and October
27, 2003, though the Prima Industrie equity investirhad been written off in 2002. There
were no commercial transactions with this compar3003.

MECHANICAL INDUSTRIES SRL

The company was declared bankrupt by the Courboh® on March 28-31, 2003.

The Prima Industrie equity investment was writténrn2002.

At the end of the year, Prima Industrie was owedhti@isand Euros, an amount stated on
the Mechanical Industries books as an unsecuretiatebcovered by the provisions for
bad and doubtful debt set aside by Prima Industrie.
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THE OUTLOOK FOR 2004

The 2002 Annual Report warned of the prevailingeutainty that made any attempt to
formulate reliable forecasts for 2003 extremelyiciifit.

Just how difficult it was received abundant confitimn when the Eurostat consensus
estimates that had put Eurozone GDP growth at lirb®@ecember 2002 were revised
downwards to 0.5% in September 2003. And when dlterl forecast came true, it was
clear that 2003 had been a year of stagnation dooe’s economies, and of contraction
for the capital goods market.

Now, Eurostat expects to see Europe’s GDP risind). 8% in 2004: a rate that, if it is to be
believed, should work wonders in restoring consuneenfidence and boosting
investments.

Nevertheless, the harsh lessons of the past yaad the European elections now looming
ahead of us — suggest that it would be foolhardgeéd to put much trust in an EU market
recovery anytime sooner than midyear.

Prospects, fortunately, are brighter on the othter of the Atlantic, where IMF and World
Bank consensus estimates call for 3.9% GDP growt2004: a figure that the U.S.
reached and passed in the second half of 2003. lkbgks for the upcoming presidential
elections and the significant increase in investiigeen in the last few months thus leave
ample room for optimism in this crucial market.

The outlook is also good for Asia’s economies, wh&hina and Japan are expected to do
particularly well.

In 2004, Prima Industrie thus looks forward to aging a modest increase in revenue,
chiefly from North America and Asia, together witie improved profit margins that can
be expected as Prima North America tightens itsl loml the market and the Group as a
whole implements rigorous cost containment policies

Improving our net financial position continues ® d prime goal for 2004, as does finding
longer term sources of subsidized funding.

This year, the Group resolved to approve its fimglngtatements in February, far earlier
than usual. As a result, the information concerrang performance in the current year is
necessarily limited to January, a month which is marmally a busy one for the capital
goods market.

We are pleased to be able to announce, howeverotinaorders for January were higher
than in the previous year, amounting to 6.4 millEwmros as against 5.9 million Euros in
January 2003. The month’s sales totaled 3.3 milkamos, as compared to 4.3 million
Euros at January 31, 2003.
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ASSETS

A. SUBSCRIBED CAPITAL UNPAID

B.FIXED ASSETS
1. Intangible assets
1) Formation, start-up and similar costs
2) Research, development and advertising costs
3) Industrial patent and intellectual
property rights

4) Concessions, licences, trademarks and similar rights
5) Goodwill
6) Assets under development and payments on account
7) Other intangible assets

II. Tangible assets
1) Land and buildings:
less: accumulated depreciation
2) Plant and machinery
less: accumulated depreciation
3) Industrial and commercial equipment
less: accumulated depreciation
4) Other tangible assets
less : accumulated depreciation
5) Assets under construction and payments on account

lll. Financial fixed assets

1) Equity investments in:
a) subsidiaries
less: provision for losses related to shares
b) associated companies
less: provision for losses related to shares
c) other companies
less: provision for losses related to shares

2) Financial accounts receivable from : *)
a) subsidiaries 0
b) associated companies
c) parent companies
d) other

3) Other securities

4) Treasury stocks

ocoo

TOTAL FIXED ASSETS (B)

C. CURRENT ASSETS
1. Inventories

1) Raw materials, consumables and supplies
2) Products in course of manufacture and semifinished goods
3) Contract work in progress
4) Finished goods and merchandise
5) Advances
less: provision for writedown of raw materials
less: provision for writedown of finished goods

II. Accounts receivable (**)
1) Trade accounts receivable 279.656
less: provision for bad debts (taxed and untaxed)
2) From subsidiaries
3) From associated companies
4) From parent companies
5) Other accounts receivable

IIl. Current financial assets

1) Equity investments in subsidiaries
less: provision for losses related to shares
3) Equity investments in other companies
less: provision for losses related to shares
4) Treasury stocks

5) Other securities

IV. Cash and cash equivalents
1) Bank and postal accounts
2) Cheques
3) Cash and cash equivalents on hand

TOTAL CURRENT ASSETS(C)

D. ACCRUED INCOME AND PREPAID EXPENSES
1) Issue discounts and other similar charges on loans

2) Other accrued income and prepaid expenses
TOTAL ASSETS

(*) DUE WITHIN ONE YEAR
(**) DUE BEYOND ONE YEAR

PRIMA INDUSTRIE SpA
BALANCE SHEET

At 31 December 2003

33.735

0

121.124

8.817

0

0

318502
717.322

(184.821) 532,501
1.569.029

(1.062.319) 506.710
1.683.170

(1.238.651) 444,519
1.422.735

(1.214.911) 207.824

0
22.691.379
(15.460.021)
1.855.767
(732.977)
774.686

(774.686) 8.354.148
6.357.947
150.416
0

80.650 6.589.013

0

0

7.425.471

2.333.895

0

2.481.058

0

(666.138)

(183.000)
31.314.751

(1.050.000) 30.264.751

0 985.023

0 1.350.850

0 0

0 7.270.576
0

0 0

129

0

323.797

0

2.214.011

0

14.481

0

377.066

31-Dec-03

0
479.178

660.455

(153.543)

1.601.421

(978.989)

1.331.937

(1.101.016)

1.378.536

(1.126.546)
1.691.554

18.348.873

(12.385.233)

1.346.928

(684.284)

774.686

(774.686)

®

0 2.211.168

0 150.416

0 0

0 118.302
14.943.161
17.113.893
11.391.286

(!

0 38.690.245

(1.000.000)

0

0

0

39.871.200 0

0

0
323.926
2.228.492
53.814.904
377.066
71.305.863

67.471
52.892

188.016
5.932
0

[¢]
345.706

506.912
622.432
230.921

251.990
0

6.626.284

2.479.886
[¢]
0

8.185.621
2.752.891

0
3.577.593

0
(413.166)
(114.000)

37.690.245
6.041.870
1.795.245

0
7.545.691

[¢]
129

0

472.373
517.000
2.147.056

0
7.446

23.862
516.612

31-Dec-02

660.017

1.612.255

9.106.170

11.378.442

13.988.939

53.073.051

989.502

2.154.502

70.205.994

540.474

82.124.910



PRIMA INDUSTRIE SpA
BALANCE SHEET

at 31 December 2003

LIABILITIES AND
SHAREHOLDERS EQUITY

A.SHAREHOLDERS EQUITY
I. Share capital
II. Share premium reserve
lIl. Revaluation reserves
IV. Legal reserve
V. Reserve for treasury stocks in portfolio
VI. Statuatory reserves
VII. Other reserves
VIII. Profits (losses) carried forward
IX. Net profit (loss)

TOTAL SHAREHOLDERS EQUITY

B. PROVISIONS FOR LIBILITIESAND EXPENSES
1) Provisions for pension and similar costs
2) Provisions for income taxes
3) Other provisions

C.EMPLOYEES
SEVERANCE PAY

D. ACCOUNTSPAYABLE ()]
1) Bonds 0
2) Convertible bonds 0
3) Amounts due to banks 8.265.519
4) Amounts due to other lenders 810.821
5) Payments on account 0
6) Trade accounts payable 0
7) Notes payable 0
8) Accounts payable to subsidiaries 0
9) Accounts payable to associated companies 0

10) Accounts payable to parent company 0
11) Taxes payable 0
12) Amounts owing to social security

institutions 0
13) Other accounts payable 0

E. ACCRUED LIABILITIESAND DEFERRED INCOME
1) Issue premiums
2) Other accrued liabilities and deferred income

TOTAL LIABILITIESAND SHAREHOLDERS EQUITY

(**) DUE BEYOND ONE YEAR

0
964.991
3.201.057

0

0
14.884.450
893.812
1.203.980
13.531.540
0
2.786.622
0

779.527

664.638

884.488

0
399.709

31-Dec-03

11.500.000
16.862.488
0

729.550
323.797

0
1.483.662
0
(2.834.448)

28.065.049

4.166.048

3.046.000

35.629.057

399.709

71.305.863

)

0

0
9.448.042
893.812

OO0 oO0OOo0ooo

o

31-Dec-02

10.375.000

14.019.798

0

714.740

472.373

0

6.214.908

0

(4.879.822)

26.916.997
0
1.060.183

2.845.160 3.905.343

2.725.221
0
0
20.873.688
3.693.812
943.482
16.201.194
0
3.462.492
0
959.934
959.918

799.533 47.894.053

0
683.296 683.296

82.124.910



MEMORANDUM ACCOUNTS

1. Guarantees given

a) Bank guarantees given to:
- subsidiaries
- associated companies
- parent companies
- subsidiaries under parent companies control
- other companies
b) Sureties given to:
- subsidiaries
- associated companies
- parent companies
- subsidiaries under parent companies control
- other
c) Other guarantees given to:
- subsidiaries
- associated companies
- parent companies
- subsidiaries under parent companies control
- other

Total guarantees given

2. Collateral guarantees given
a) for accounts payable and third parties' bonds
- subsidiaries
- associated companies
- parent companies
- companies under parent companies’ control
- other
b) for accounts payable included in the financial
statements
¢) other own bonds
Total collateral guarantees
3. Commitments
a) purchase commitments
b) sale commitments
c) leases falling due in the short term
Total commitments
4., Contingencies
a) bills discounted
b) other
Total contingencies
5. Other memorandum accounts

a) Repurchase commitments

b) Company goods held by third parties

c) Bank guarantees given by third parties on our behalf

Tota other memorandum accounts

31 December 2003

31 December 2002

4.837.210
0

0

0

63.571

oOoooo

o ooo

oOoooo

4.900.781

0

4.900.781

0

1.970.359

1.504.347

3.474.706

3.601.300

0

3.601.300

4.789.784

3.525.671

8.047.879

16.363.334

28.340.121

5.160.802
0

0

0

69.881

O oOooo

o O oo

O oOooo

5.230.683

0

5.230.683

0

0

1.680.479

1.680.479

4.004.602

0

4.004.602

1.764.513

4.191.072

10.018.334

15.973.919

26.889.683



PRIMA INDUSTRIE SpA

AVALUE OF PRODUCTION

1) Revenues from sales and services
2) Change in inventories of work in process, semifinished and finished goods
3) Change in contract work in progress
4) Capitalisation of internal construction costs
5) Other revenues and income
a) operating grants
b) sundry

TOTAL VALUE OF PRODUCTION (A)

. COSTSOF PRODUCTION
6) Purchase of raw materials, consumables and supplies
7) Service expenses
8) Lease and rent costs
9) Personnel expenses :
a) salaries and wages
b) social security
c) employees' severance pay
d) pension and similar costs
e) other
10) Amortization, depreciation and writedowns
a) amortization of intangible asstes
b) depreciation of tangible assets
c) writedown of tangible and intangible assets

d) provisions for writedown of current assets and cash and cash equivalents receivable
11) Changes in inventories of raw materials, consumables, supplies and merchandise

12) Provision for risks
13) Other provisions
14) Sundry operating expenses

TOTAL COST OF PRODUCTION (B)

OPERATING PROFIT (LOSS) (A-B)

C. FINANCIAL INCOME AND EXPENSES

15) Investment income
a) dividends and other income from subsidiaries
b) dividends and other income from associated companies
c) dividends and other income from other companies
16) Other financial income:
a) from accounts receivable included in fixed assets
- from subsidiaries
- from associated companies
- from parent companies
- other
b) fixed securities other than
shares
c) current securities other than
shares
d) income other than the above
- interest and commssions from subsidiaries
- interest and commissions from associated companies
- interest and commissions from parent companies
- interest and commissions from others and sundry income
17) Interest and other financial expenses
a) due to sudsidiaries
b) due to associated companies
c) due to parent companies
d) other

TOTAL FINANCIAL INCOME AND EXPENSES (C)

INCOME STATEMENT

0
1.757.216

(8.884.662)
(2.961.487)
(556.548)

0

(254.134)

(325.075)
(354.235)
0
(50.000)

454.530
0
0

o oo o

40.936

0

0
2.222.926

(33.602)

0

0
(3.267.394)

31-Dec-03

62.582.661
(1.165.535)
(418.995)
313.895

1.757.216

63.069.242

(31.951.396)

(13.305.870)
(1.066.425)

(12.656.831)

(729.310)
(1.013.123)
136.852

0

(647.146)
(61.233.249)

1.835.993

454.530

2.263.862

(3.300.996)

(582.604)

0
1.367.310

(8.571.865)
(2.709.099)
(519.756)

0

(202.360)

(542.799)
(307.774)

0
(122.023)

468.750

0
0
1.299.999

(10.475)

0

0
(2.683.649)

31-Dec-02

67.464.432
(1.103.896)
362.513
73.383

1.367.310

68.163.742

(36.898.180)

(14.728.669)
(1.128.916)

(12.003.080)

(972.596)
886.834
(130.277)
0
(733.743)

(65.708.627)

2.455.115

468.750

1.349.441

(2.694.124)

(875.933)



D.VALUE ADJUSTMENTSTO FINANCIAL ASSETS
18) Revaluations of:
a) equity investments
b) financial assets
c) current securities
19) Writedowns of:
a) equity investments
b) financial assets
) current securities

TOTAL VALUE ADJUSTMENTSTO FINANCIAL ASSETS (D)

E. EXTRAORDINARY INCOME AND EXPENSES
20) Extraordinary income
a) gains on disposal of assets
b) other extraordinary income
21) Extraordinary expenses
a) losses on disposal of assets

b) taxes for prior years
c) other extraordinary expenses

TOTAL EXTRAORDINARY INCOME AND EXPENSES (E)
PROFIT (LOSS) BEFORE INCOME TAXES (A -B +- C +- D +- E)

22) INCOME TAXES
a) current income taxes
b) deferred income taxes

23) NET PROFIT (LOSS)

0
0
0

(3.377.646)
0
0

52.941
443.960
0

(228)

0
(1.067.334)

(3.377.646)

(3.377.646)

496.901

(1.067.562)

(570.661)

(2.694.918)

(825.122)
685.592

(2.834.448)

We hereby certify that the financial statements comply with the accounting records.

0
0

0 0
(7.831.223)
0

0 (7.831.223)

(7.831.223)
544

0 544
0
0
0

0 (150.000)

(149.456)

(6.401.497)

(1.271.490)

2.793.165

(4.879.822)

For the Board of Directors

The Managing Director

Mr Gianfranco CARBONATO



A

PRIMA INDUSTRIE SpA

Registered office: Via Antonelli No. 32, Collegno (Turin)
Fully paid-in Capital Stock € 11,000,000
Registered in the Turin Company Register under No. 03736080015

2003 FINANCIAL STATEMENTS

** %




PRIMA INDUSTRIE SpA

Registered, administrative and oper ational offices: Via Antonelli 32, Collegno (Turin)
Registered in the Turin Company Register under No. 03736080015

NOTESTO THE FINANCIAL STATEMENTS

FORM AND CONTENT OF THE FINANCIAL STATEMENTS

The Financid Statements have been prepared in accordance with the provisons of the Itdian
Civil Code. The Statements consist of the Baance Sheet (prepared according to the format
contained in aticles 2424 and 2424 bis of the Itdian Civil Code), the Income Statement
(prepared according to the format contained in articles 2425 and 2425 bis of the Itaian Civil
Code) and these Notes.

The notes describe, andyse and, in some cases, supplement the figures presented in the
Financid Statements. They dso contain the information required by article 2427 of the Itdian
Civil Code, the other provisons of Legidative Decree No. 127/1991 or other prior laws. Even
though it is not required by law, additiona information consdered necessary to present a true
and fair view has aso been provided.

The Financid Statements contain no exceptions as would be permitted by paragraph 4 of
Article 2423 of the Itdlian Civil Code.

All amounts are expressed in thousands of Euro.

VALUATION CRITERIA

The mogt sgnificant vauation criteria adopted in the preparation of the Financid Statements at
December 31, 2003, in compliance with article 2426 of the Itdian Civil Code are described in
the paragraphs below.

Intangible fixed assets

Intangible fixed assets are stated at purchase or production cogt, inclusive of incidenta charges
and amortized systemdticaly over the period of their remaining estimated future useful life.

Other intangible fixed assets having long-term utility are recorded among the assets with the
consent of the board of statutory auditors. Applied research and development costs are charged
to the Income Statement when incurred; in previous years, these cogts were partly capitaized
and amortized over aperiod of five years.

Since advertisng cods are not of long-term benefit, they are entirely charged to income in the
financiad year when they are incurred.



Insofar as the criteria of amortization for the various items of intangible fixed assets are
concerned, the following is relevant:

P Plant and expansion costs 5years
P Research and development costs 5years
P Industrial patent and
intellectual property rights 5/3 years
b Concessions, licences, trademarks and similar rights 10 years
b Other long-term expenses 5 years/duration of the contract

With respect to the above we specify the following:

- the criterion adopted for the amortization of industria patent and intellectua properties rights
is conddered to be in kegping with the remaining estimated useful life of the assets;

- the criteria adopted for the amortization of “Other intangible fixed assets’ depend on the
various types of cods capitalized and more specificaly they are asfollows.
P 5yearsfor extraordinary maintenance and long-term costs
P over thelife of the lease for leasehold improvements

Tangible fixed assets

Tangible fixed assets are Sated at purchase or production cost, adjusted, in some cases, in the
application of specific legidation deding with mongtary aignment, as shown in the relevant
schedule. Cost includes additional expenses chargeable to the asst.

In this regard, no financid revaluations were made under Act No. 342 of 11/21/2000 and
subsequent extensions.

Fixed assets are depreciated using the straight-line method on the basis of the maximum rates
alowed by the fisca reguletions.

Ordinary depreciation, presented in a specific schedule, is calculated &t rates designed to write
off the tangible fixed assets over their remaining estimated useful lives. The rates applied are as
follows

Industrial premises 3%
Light constructions 10%
Generd plant 10%
Specific plant and machinery 15.50%
Meta dies 25%
Equipment and tools 25%
Electronic office equipment 20%
Furniture, fixtures and office equipment  12%
Motor vehicles 25%
Céellular telephones 20%
Means of internal transport 20%

The abovementioned rates, reduced by 50%, were applied to the additions during the financia
year in order to take into account the shorter period of utilization of the new assets.

Ordinary maintenance cods are entirely charged to the Income Statement. Maintenance codsts,
which extend over the life of the assats, are charged to the assets to which they refer and
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depreciated over the remaining estimated useful life of the asset concerned.

Assats acquired under leasing agreements are accounted for in accordance with the Itdian
practice in force, which provides that the lease insdments paid should be recorded in the
Income Statement.

Equity investments

Equity investments are vaued using the cost method and the vaue recorded in the Financid
Statements is determined on the basis of the purchase or subscription price, adjusted whenever
a the time of dosing the accounts, the fixed asset has a vadue, which is perastently below cost.
In this case the equity investment is recorded at this lower vaue. Where a writedown is made,
the originad vaue will be restored in successive financid periods if the factors that caused the
adjustment no longer apply.

Inventories

Raw materids are vaued at the weighted average purchase price during the year, adjusted for
satutory purposes, by an adequate provision for writedowns to take account of the estimated
redizeble vaue.

Work in progress is valued at the average progressive cost during the year a the time the
materiads are requisitioned, increased by the average industrid hourly cost of labour for interna
work and by the cost price for externa work.

Finished products are vaued in the same way as work in progress.

The values determined as set out above are below market values.

Receivables

Recelvables are gated a their nomina vaue, reduced to the estimated redlizable vaue by a
auitable alowance for doubtful accounts.

The dlowance for doubtful accounts is increesed with amounts dlocated as a matter of
prudence, in relaion to the risk of some credit positions.

Accrualsand deferrals

Accruds include the portions of income or expenses thet relate to more than one financid yeer,
dready partidly due in the current financid year and to be received or pad in future periods.
Deferrds are portions of costs or income paid or received in the current year but referring to the
financid year or future periods.

Provisionsfor risksand charges

The provisions for risks and charges are set aside to cover losses or lighilities whose exisenceis
certain or probable, but in respect of which at year-end, the amount or the date on which they
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will arise could not be determined. The alocations made reflect the best possble estimates
based on the available information.



Employees severance pay

Employees severance pay is set asde to cover the entire liability matured as regards employees
in conformity with the legidative provisons in force, the nationd collective labour agreements
and supplementary corporate agreements. This liability is subject to revaluaion based on
indices.

Payables

Payables are sated at nomina value.

Recognition of revenues

Revenues from the sde of products are recognized at the time of transfer of ownership, which
generdly coincides with ddlivery.

The transactions, which relate to the financid year just ended but in respect of which the related
document (the invoice) will beissued in the next year are recorded in the invoicesto beissued.

Accounting for grants

The accounting treatment adopted in respect of grants depends on whether the grant is an
operating grant, a grant related to assets or a set-up grant. In the case of operating grants, both
the statutory recording of the postive portion of the income, as well as the recording of its
taxability take place according to the accrua principle, which makes reference to the year in
which the legd entitlement to the receipt of the grant comes into force and the amount to be
received becomes certain. Thiswill normaly be in the same year as the year when the resolution
assigning the grant is adopted.

In the case of grants related to assets, the revenue is recorded for statutory purposes on an
accruad basis and the time frame is established with reference to the stipulation of the contracts
with the entities paying the grant or, in certain cases with reference to the approva of the
contract by the competent authorities. Such grants are taxable on congtant rates, over a
maximum period of five years, arting from the financid year in which the grant is received.
There are no set-up grants.

Resear ch and development costs
Research and development costs refer to the study and design of new products, as well as the

improvement and maintenance of exising ones. These codts are charged to the Income
Statement in the financid year in which they areincurred.



Dividends

Dividends are recognized on an accrud bass, i.e. a the time the dividend entitlement arises,
which is whenever the investee company resolves to distribute the dividend.

Dividends from subsdiaries are recorded according to the " maturity” principle, i.e. on the basis
of the digtribution proposa resolved upon by the subsidiary, before the approva of the parent
company's Financid Statements.

This method puts substance over form, because it reflects the certainty of the title acquired over
the dividends resolved upon by the subsidiaries.

The tax credit, on the other hand, is accounted for on the “cash basis’, so tha the income is
caried to the Income Statement in the year in which the dividends to which it refers are
received.

Income taxes

Income taxes are caculated applying the tax provisons to estimated taxable income, taking into
account any gpplicable tax relief.

With effect from the financia year ended December 31, 1999 accounting principle No.25
relating to deferred taxes has been applied. In compliance with the accrud principle of costs and
revenues the deferred taxes on the temporary differences between the vaue attributed to an
asset or aliability according to statutory criteria and the vaue atributed to that asset or liability
for tax purposes, are provided for. Deferred tax ligbilities are recorded in the item “Provisons
for taxes’. Deferred tax assets are recorded as “ Other receivables’.

The tax effects of temporary differences are computed by agpplying the current tax rate, being
the best estimate of the utilization rate.

The provision for deferred taxes and the credit for taxes paid in advance have not been off st.
Additiona information on deferred taxes is provided in the section deding with "Income taxes
for the period".

Deferred tax assets are recorded only if there is areasonable certainty of recovery.

Conversion of itemsin foreign currency

Recelvables and payables originally expressed in foreign currency are converted into Euro & the
historical exchange rates a the date of the relative transactions. Exchange differences arisng a
the time of collection or payment of debts in foreign currency are recorded in the Income
Statement.



Recavables and payablesin foreign currency, due after the close of the financid year, cdculated
at the exchange rate prevailing at year-end result in a net vaue lower than that indicated in the
Financid Statements. Accordingly, in the gpplication of accounting principle No. 26, the totd
net debt deriving from these postions has been recorded in the provison for exchange rate
fluctuations, debiting the financid expenses for the period with the same amount (771 thousand
Euro). Individud items were not credited owing to the difficulties inherent in managing such an
operation.

OTHER INFORMATION

Significant subsequent events

In reation to the sgnificant events occurring after the closure of the financid year, reference is
made to the report on operations.

Monetary revaluation of fixed assets

The company did not take advantage of the possibility of revauing existing fixed assets, Snce it
is believed that the intangible and tangible fixed asset values ated in the Financid Statements
accurately reflect their economic value. In relation to the equity investment held in Prima
Electronics, vaued a cost and which thus expresses a value far lower than the corresponding
portion of the stockholders equity of the investee company, because our company draws up the
Group Consolidated Financial Statements, as a fact the complete correct financid vaue of the
investee company is expressed therein.

Consolidated Financial Statements— Notice
In 1997, Prima Industrie SpA exceeded the limits set out in Articles 27 and 46 of Legidative

Decree No. 127 of the 4/09/91 and thus became liable to prepare and lodge Consolidated
Financia Statements with effect from the 1998 financid year.



1)

2)

3)

COMMENTS TO THE MAIN ASSET ITEMS (amounts expressed in thousands of
Euro)

FIXED ASSETS

Specific schedules, set out hereinafter, have been prepared for the three categories of fixed
asts (intangible, tangible and financia), which show for each item the historica cog, the
accumulated amortization and depreciation, the previous revauations and writedowns, the
movements during the year and the closing baances, as wdl as the totd revauations at the end
of the year.

INTANGIBLE FIXED ASSETS

Theitem Plant and expansion codts relates to the capitdization of internal costs incurred by the
company during the year 2000 to expand the production area at the adjoining new factory
acquired under a leasing contract during the course of that financid year. These codts, with a
resdua value of 67 thousand Euro a 01/01/03, were amortized during the year in an amount of
34 thousand Euro. Consequently, as at 12/31/2003 the residua cost to be amortized is 34
thousand Euro.

At 01/01/03 Research and development costs were made up of research and devel opment
costsincurred in 1999, which were completely amortized for an amount of 53 thousand Euro in
the 2003 financia year.

The item does not include R & D costs for years subsequent to 1999, since in those financiad
years they were entirdy expensed to income.

Research and development costs incurred in previous years are deemed to produce recurring
benefits, insofar as they refer to projects with a very high technologica content, which cregte
products that can be clearly identified and which have a ready market. Through the marketing of
these products we are achieving profit margins that are sufficient to aso cover the amortization
of the capitalized codts.

Industrid patent and intellectud property rights include the following at year-end:

Balance Balance
12/31/03 12/31/02
- Industrial patent rights
- Patents 71 48
- Intellectual property rights
- Software 50 140
121 188

The increases registered for this item during the year amounted to 101 thousand Euro and the
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decreases, arisng from amortization charges for the year, amounted to 168 thousand Euro.

Concessions, licences, trademarks and smilar rights: The item increased during the financid
year by 1 thousand Euro and rdates to the regidtration of the “Prima Industrie and symbol”
trademark in the European Union and the USA. The decrease is due to the amortization charge
for the 2003 financid year of approximatdy 1 thousand Euro. The remaning cost to be
amortized is gpproximately 6 thousand Euro.

Theitem Other intangible fixed assetsincudes the following at year-end:

Balance Balance
12/31/03 12/31/02
- Leasehold improvements

- Factory 1 — Collegno 127 140
- Factory 2 — Collegno 148 148
- branch offices - France 12 13
- branch offices - Spain 22 26
- Extraordinary maintenance costs 10 19
319 346

Theincreases during the year relate to work carried out rdlative to:
b factory 1 — Collegno (for 13 thousand Euro)
b factory 2 — Collegno (for 29 thousand Euro)

The amortization charge for the period totalled 69 thousand Euro.

TANGIBLE FIXED ASSETS

The increases during the year refer to purchases of:

P minor congructions amounting to 57 thousand Euro of which 12 thousand Euro relates to
capitaization of interna congructions;

P generd ingdlations amounting to 9 thousand Euro;

P indudrid and commercid equipment amounting to 351 thousand Euro of which 302
thousand Euro isfor capitalization of internal construction of equipment;

P ordinary office furniture, furnishings and equipment for 3 thousand Euro and eectronic
office equipment for 45 thousand Euro.



7)

The decreases related to:
P specific ingdlations and operating machinery for 41 thousand Euro;

P dectronic office equipment for 1 thousand Euro.

The total depreciation charge during the year reative to tangible fixed assets is gpproximately
354 thousand Euro. The provison for depreciation was utilized pursuant to the disposa of
assts, asfollows:

» dienation of specific ingdlations and operating machinery for 10 thousand Euro
» thedienation of dectronic office equipment for 1 thousand Euro

During 2003 four cdlular telephones were scrapped insofar as they were obsolete and could no
longer be used. In this regard a declaration was made in terms of Act 15 of January 4, 1968.
Consequently, the asset item "Cdlular telephones’ and related provison equa to 2.7 thousand
Euro was cleared.

The amount of the assets dill on the books a December 31, 2000, in respect of which
revauations were made in prior periods according to the provisons of specific laws, are
disclosed as required by Article 10 of Act No. 72 of 1983 and presented in a specific schedule
attached to these notes.

The new factory, located a No. 28 Via Antondli, Collegno and adjoining the main factory, was
purchased under a leasng agreement. Had the transaction been accounted for according to
Internationa Accounting Standard IAS 17, the result for the year would have been higher by 74
thousand Euro and the stockholders equity would have been higher by 283 thousand Euro.
FINANCIAL FIXED ASSETS

Equity investments

Equity investments can be anaysed as follows:

Balance Inc. Dec. Balance
12/31/02 12/31/03
Subsidiaries
- Valued according to the cost method:
- PrimaElectronics SpA 1,705 - - 1,705
- PrimaNorth Americalnc. 16,326 4,649 - 20,975
- Provision for writedowns Prima North Americalnc. (12,241) | (3,319 - (15,460)
- Primalndustrie International BV 318 (318)
Provision for writedowns Prima Industrie (244) (10) 254
International BV
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- PrimaScandinaviaAB - 11 - 11
Total subsidiaries 5,964 1,331 (64) 7,231

Associated companies
- Valued according to the cost method:

- Macro Meccanica SpA —inliquidation 413 - 413
- Provision for writedowns Macro Meccanica (413) - (413
SpA —inliquidat.

- Shenyang Prima L aser Machine Company Ltd 498 - 498

- Provision for writedownsfor SP.L.M. Co Ltd (166) (49) - (215)

- SNK PrimaCo. 330 60 - 390

- Mechanical Industries Srl 105 - 105

- Provision for writedowns Mechanical Industries Srl (105) - (105)

- Shangai Unity Prima Laser Machinery Co. Ltd - 450 450
Total associated companies 662 461 - 1,123

Other companies
- Valued according to the cost method:
- Rambaudi Industriale SpA 775 - 775
- Provision for writedowns Rambaudi Industriale (775) (775)

SpA

Total other companies - -

Total equity investments 6,626 1,792 (64) 8,354

The mogt sgnificant changes that occurred during the financia year in the equity invesments in
subsidiary companies dready held a the end of the previous financid period (which can
moreover be seen in the enclosed Statement of Changes, as required by Paragraph 5 of Article
2427 of the Itdian Civil Code) are the following:
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P the equity investment in Prima North America Inc. increased by 4,649 thousand Euro as a
result of two increases in capita stock, which was thus increased from 15 to 20 million
dollars. At the end of the financid year, after Prima North America Inc. reported |osses
amounting to approximately 3,319 thousand Euro, the provison for writedowns was
increased by the same amount and now stands at 15,460 thousand Euro.

P Insofar as the equity investment in Prima Indudtrie Internationd BV is concerned, because
the company was placed into liquidation during the course of the financid year, the value of
the equity investment and the related provision for writedowns were cleared, after aloss of
10 thousand Euro had been set aside relative to the find liquidation accounts.

During 2003 Prima Scandinavia AB was incorporated in respect of which Prima Indudtrie
acquired 100% control for an amount of 11 thousand Euro (the amount of the capitd stock
subscribed for by Prima Industrie).

As regards the equity investments in associated companies, the investment in Macro Meccanica
SPA (placed into liquidation at the end of 1999) is carried in the Financid Statements a a nil
ba ance because the liquidation was till not complete a the end of the financia year.

The vaue of the equity invesment in Shenyang Prima Laser Machine Company, ajoint venture
established in China in 1999 to manufacture the "Platino” for the Asan market (by assembling
kits sent by Prima Industrie) and to undertake the related marketing, was written down during
the year by 49 thousand Euro, the equivadent of 50 per cent of the value of the loss for the
period. This reflects the proportiond stake in that Prima Industrie SpA holds 50 per cent of the
capitd of the joint venture.

The equity investment in the Japanese joint venture SNK Prima Co. Was increased during the
financid year by an amount of 60 thousand Euro as a result of Prima Indudtrie increasing its
stake from 40 to 50 per cent by taking over, together with SNK, the share previoudy held by
Hanwa

The equity investment in Mechanica Industries S, which was placed into liquidation on the 28
— 31 /03/2003 isreflected in the Financia Statements at a zero vaue.

In addition, during December 2003 a stake of 27.5 per cent in the Chinese company Shangai
Unity Prima was acquired. This took place by means of the subscription for an increase in the
capitd sock. The acquidtion totaled 450 thousand Euro (which was the amount of the
increase in capitd), by means of the subscription in cash for 250 thousand Euro and the transfer
of technology for 200 thousand Euro.

The equity invesment in Rambaudi Industrid SpA, which was placed into liquidation by the

Court of Turin on 09/30 — 10/27/2003 is ill reflected in the Financid Statements, but is
completely written down.
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Kindly refer to the rdlevant section in the report on operations for additiona information on the

investee companies.

8) Financial receivables

Balance Balance
12/31/03 12/31/02
- PrimaNorth Americalnc. 6,087 2,041
- Primalndustrie GmbH 170 170
- Prima Scandinavia AB 101
Total receivables from subsidiaries 6,358 2211
- Mechanical Industries Srl 150 150
Total receivablesfrom associated companies 150 150
- Taxes paid in advance - employees' severance pay 72 111
- Advance withholding tax on employees' severance 9 7
pay
Total Other Receivables 81 118
Total Financial Receivables 6,589 2479

This item includes recaivables in respect of loans to subsdiaries payable within one year of
6,358 thousand Euro. The receivable from Prima North America Inc. refers to aloan made to
the subsidiary, a the beginning of 2003 in an amount of $2,000,000 and which was increased
during the year by $9,650,000. This loan was then decreased by $5,000,000 pursuant to the
trandformation of part of the loan granted into capitad stock. At the end of 2003, therefore, the
receivables from the US subsidiary amounted to $6,650,000.

The receivables from Prima Scandinavia AB amounting to 101 thousand Euro relate to funds
transferred to the Company for the Start-up of the business after the recent acquisition.

The receivables from Mechanicd Indudtriesrefer to lease payments that were recharged to the
company for its use of machine tools. Prima Industrie took over the lease contract as a
guarantor for Macro Meccanica - in liquidation. In the light of the difficult financid Stuation of
Mechanica Indudtries, this receivable was deemed doubtful and in previous financid periods the
Company increased its allowance for doubtful accounts by an smilar amount.

The receivable for employees severance pay taxes paid in advance relaes to the amount paid
by the company in 1997 and 1998 to the revenue authorities (111 thousand Euro at 12/31/03)
in compliance with Legidative Decree No. 79 of 1997, plus accrued interest of 4 thousand Euro
as provided for in terms of the fourth paragraph of article 2120 of the Itdian Civil Code, net of
the amounts utilized from 01/01/2000 (as per Legidative Decree No. 79 of 1997) equal to 43
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9)

thousand Euro for the 2003 financid year.

CURRENT ASSETS

INVENTORIES

Inventories are made up of the following:

Balance Balance

12/31/03 12/31/02
- Raw materials, consumables and supplies 7,425 8,186
- Provision for writedown of raw materials (666) (413
- Contract work in progress 2,334 2,753
- Finished products 2481 3577
- Provision for writedown of finished products (183) (114)
11,391 13,989

The totd inventories for the 2003 financid year decreased thanks to careful planning and the
lesser number of machines produced.

The finished products in stock were substantialy reduced, going from 3,577 thousand Euro a
the end of 2002 to 2,481 thousand Euro at 12/31/03 and are made up as follows:

- 1 Rapido and 1 Platino machine temporarily being used for R& D purposes;

- 1 Domino HS prototype;

- 1 Patino on freeloan to DTU (Danmarks Tekniske Universitet) until mid-2004;

- 2 Dominos earmarked for ddivery to customers a the beginning of 2004;

- 2 Patinoson loan to customers,

- 3 Painoswaiting to be ddivered to customersin 2004;

- 1 Domino earmarked for demongtrations to customers,;

- 1 Domino, which will be delivered on loan to Linde (Germany) for promotiona purposesin
2004.

The remaining part of the reduction relates to raw materias (7,425 thousand Euro compared to
8,186 thousand Euro 12/31/02) and contract work in progress (2,334 thousand Euro
compared 2,753 thousand Euro at 12/31/02). An amount of 253 thousand Euro was allocated
to the provision for writedowns of raw materias in 2003 to cover the dow rate of turnover and
obsol escence.

Rdative to the previous financid year, a provison of 183 thousand Euro was dlocated to the
provison for writedowns of finished products of which 133 thousand Euro relates to a buy-
back of a machine earmarked for a Spanish customer (and corresponds to the difference
between the purchase cost and the sdlling price). The remaining 50 thousand Euro relates to the
writedown of the machines earmarked for research and development and to the Platino on free
loan to DTU (Danmarks Tekniske Universitet).

14



In the course of the financid year the provison was utilized in an amount of 114 thousand Euro
because the machines for which the provison had been crested were sold.
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RECEIVABLES

10) Tradereceivables

11)

At the end of the year thisitem is made up asfollows:

Balance Balance

12/31/03 12/31/02
- Trade receivables due within one year 31,037 38,611
- Trade receivables due beyond one year 278 79
- Allowance for doubtful accounts (1,050) (1,000)
30,265 37,690

The subgtantia reduction of 7,475 thousand Euro compared to the previous financid year is
linked to the improved management of collections and the recovery of receivables throughout
2003.

The dlowance for doubtful accounts was not used during the financid year and a further 50
thousand Euro was dlocated to the provision to bring it into line with the overdue accounts at
the end of the year.

Forelgn currency debts are mainly made up of US dollars and pounds sterling. In the face of the
open positions at 12/31/03 the adjustments to the rate of exchange were entered on the basis of
the market exchange rate on the same date.

Receivables due beyond one year

This amount refers to two Italian customers, one French customer, one Isradi customer and
three Spanish customers, who have been granted extensons of time in respect of ther
payments, with agppropriate interest being charged.

Receivables from subsidiaries

This item includes trade and financid receivables. At year-end the balance was 985 thousand
Euro compared to 6,042 thousand Euro at 2002.
These receivables are dl payable within one year and are dl recoverable.
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12)

13)

Trade accounts recaeivable from Prima Industrie GmbH for 16 thousand Euro, Prima North
America Inc. for 440 thousand Euro, Prima Electronics SpA for 216 thousand Euro and Prima
Scandinavia for 3 thousand Euro are entirdy due to the sde of finished products and the
performance of services (for a totd of 675 thousand Euro). It is reiterated that the sale of
finished products to subsdiariesis carried out on norma market terms.

At the end of the financid year, the company had yet to issue invoices totalling 10 thousand
Euro to Prima North AmericaInc.

The totd aso includes receivables from Prima Electronics for 300 thousand Euro reldive to the
dividend digtribution rdlating to the net profit for the 2003 financid year, as shown in the pro
forma Financiad Statements approved by the Board of Directors on the 02/20/04.

Receivables from associated companies

At 12/31/03 this item conggts of the receivables from the Shenyang Prima Laser Machine joint
venture for 1,307 thousand Euro (1,696 thousand Euro a  12/31/02), plus a smaler amount of
43 thousand Euro due by Mechanica Industries Sl for advances on orders and by amounts due
by the SNK Prima Co. joint venture totalling 1 thousand Euro.

Pursuant to Mechanica Industries Sr.l.'s being placed into liquidation the amount necessary to
cover the receivables for advances on orders was provided for.

Other receivables

The detalls are asfollows:

Balance Balance
12/31/03 12/31/02
-Receivables from the tax authorities for IRPEG, IRAP 1,930 3,000
and withholding taxes
- Receivablesfor prepaid taxes 3,740 3423
- Grantsrelated to assets to be received 836 474
- Advancesto suppliers 459 251
- Security deposits 82 117
- Advances to employees 18 23
- Others 205 509
7,270 7,546

These recaivables are due within one year and are al collectable and thus no adjustments to
their values have been made.
Totd Other receivables decreased by 276 thousand Euro compared to the previous year.
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14)

15)

16)

Recelvables for taxes paid in advance, dlocated pursuant to Accounting Standard No. 25,
decreased by 719 thousand Euro as a result of utilizations made during the year and increased
by 1,036 thousand Euro as aresult of the provision for the period.

Recavables from tax authorities for IRPEG, ILOR and withholding taxes conast of recelvables
for direct taxes from previous years for which clams for refunds have been submitted or in
respect of which a sat-off will be made. This item includes the accrued interest earned,
caculated according to the rate provided for in the relevant tax regulations.

At the end of the 2003 financid year the receivable from the tax authorities for the refund of
IRPEG for 1990, amounting to gpproximately 440 thousand Euro was collected. In January
2004 the receivable for the refund of IRPEG for 1998 amounting to approximately 29 thousand
Euro and the accrued interest earned on the aforesaid refunds, equal to approximately 410
thousand Euro (dready provided for at 12/31/03) were collected.

The item " Advances to employees’ includes advances made for travel expenses.

The item "Advances to suppliers' relates to goods/services ordered but not yet ddivered.

The item "Others' includes the tax credit on dividends on the net profit for 2002 of Prima
Electronics received in the 2003 financid year (amounting to 155 thousand Euro); the VAT

receivable relating to the French branch (10 thousand Euro) and other minor items (20 thousand
Euro).

CURRENT FINANCIAL ASSETS

Equity investmentsin other companies

This caption totals 0.1 thousand Euro and refers to the equity investment in Unionfidi, as
described in the specific schedule showing the changes as required by point 5 of Article 2427 of
the Itdian Civil Code.

There were no changes during the yesar.

Treasury stock

At the end of 2003, treasury stock amounted to 47,000 shares with aweighted average price of
6.8893 Euro each, for atota value of 324 thousand Euro.

The weighted average price is less than the average listing price a December 2003 that amounts
to 6.941 Euro per share.

CASH AND CASH EQUIVALENTS

Balance at Balance
12/31/03 12/31/02
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- Bank and postal accounts 2,214 2,147
- Cash and cash equivalents on hand 14 7
2,228 2,154

The item refers to funds that are immediately available as they are deposited in current accounts
or held as cash on hand within the company.

17) ACCRUED INCOME AND PREPAID EXPENSES

At December 31, thisitem is made up asfollows.

Balance at Balance
12/31/03 12/31/02
L oan charges
- IMI loan - 24
Total issue discounts - 24
Accrued income
- Travel expenses—others 3 17
Total accrued income 3 17
Prepaid expenses
- Interest on low-rate loan under Sabatini law 234 405
- Prepaid expenses on supplier invoices 70 48
- Insurances/guarantees 70 46
Total prepaid expenses 374 499
Total accrued income and prepaid expenses 377 540

Loan charges related to accessory brokerage fees for the securing of the loan granted to us by
San Paolo IMI in September 1999. The amortization of these charges is over in that the loan
was extinguished in September 2003.

Theitem "Accrued income " includes travel expenses of 3 thousand Euro.
The item "Prepaid expenses’ amounting to 374 thousand Euro, decreased by 125 thousand

Euro with respect to the previous year (499 thousand Euro). The decrease refers to the interest
for 2003 relative to Sabatini transactions already in existence as at December 31, 2002.
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INFORMATION REQUIRED BY ACT 72 OF 03/19/1983

In compliance with Article 10 of Act 72 of 03/19/1983, it is specified that the company effected
the revaluation permitted by Act 576 of 12/02/75 and Act 72 of 03/19/1983 and the amount
was entered in the corresponding reserve of the stockholders' equity.

The revauations made in accordance with the abovementioned statutory provisions referred to
the following items rdlating to assets ill contained in the Financid Statements:

Machinery, office furniture and equipment, €ectronic office equipment and motor vehicles.

The revaduation of assats included in the Financid Statements amounts to 17 thousand Euro.

The breakdown is as follows (amounts expressed in Euro):

ASsets Historical cos  Revauation Act Revduation Totd
576/75 Act 72/83

Machinery 8,226 10,938 - 19,164
Ordinary office furniture

and eguipment 11,258 2,866 - 14,124
Electronic office

equipment 11,491 2,868 - 14,359
Total 30,975 16,672 - 47,647
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18)

19)

20)

21)

COMMENTSTO THE MAIN LIABILITY ITEMS

STOCKHOLDERS EQUITY

The changes in the classes compriang Stockholders Equity are set out in an enclosure to the
Notes.

The main classes comprising Stockholders Equity and the related changes are described below:

CAPITAL STOCK

Capitd stock at December 31, 2003 is fully subscribed for and paid-in and conssts of
4,600,000 ordinary shares with a par value 2.5 Euro each, for atota of 11,500,000 Euro. The
capital stock was increased by 450,000 new ordinary shares with a par vadue of 2.50 Euro
each for atotal amount of 1,125,000 Euro as aresult of the increase in capital subscribed for on
02/11/03.

During 2003 the stock options assigned on 02/14/02 to executives, officers and front-line
managers of Prima Industrie and the subsidiaries for 142,600 shares were not exercised. This
was partly due to the fact that the pre-established company objectives were not achieved and
partly due to the fluctuation in the stock trend (which remained consgtently lower than the
exercise price of therights, equa to 13.11 Euro per share).

On the 05/15/03 the Board of Directors of Prima Industrie re-assigned atotal of 90,400 shares
that had not been utilized by previous plans, which were not converted, to be exercised in July
2004, at a price of 7.88 Euro per share, on the basis of the achievement of the 2003 turnover
and profit margins of Prima Industrie and the Group.

For additionad information on the stock option plans, reference should be made to the
gppropriate section in the report on operations.

SHARE PREMIUM RESERVE

This item is generated by the share premium on the issue of the new shares compared to their
par vaue of 2.5 Euro; during the 2003 financid year the reserve increased by 2,843 thousand
Euro as aresult of the increase in  the capital of 02/11/03 that was subscribed for in an amount
of 8.85 Euro per share.

LEGAL RESERVE

This item amounts to 730 thousand Euro (compared with 715 thousand Euro at 12/31/02) and
includes an dlowance of 15 thousand Euro that corresponds to the provison made at the time
of the new share issue againgt payment to keep account of the rounding off difference that was
created a the time of the conversion of the capita into Euro (from 18,000,000,000 Lire to
9,000,000 Euro).
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22)

23)

24)

RESERVE FOR TREASURY STOCK IN PORTFOLIO

In the 2003 financid year, as a result of the acquigtion by the company of treasury stock, the
non-distributable reserve for treasury stock was adjusted, pursuant to Article 2357 ter of the
Itdian Civil Code. The reserve amounts to 324 thousand Euro, which is the vaue of the treasury
stock in portfolio at 12/31/2003.

EXTRAORDINARY RESERVE
This item amounts to 1,484 thousand Euro (againgt the 6,215 thousand Euro at  12/31/2002)
and includes the utilization of 4,880 thousand Euro to cover the result of the 2002 financid year.

This item was increased by a sum of 149 thousand Euro to adjust the reserve for treasury stock
in portfalio.

PROVISIONS FOR RISKSAND CHARGES

The compostion of and movementsin these provisons are asfollows:

1/1/03 Allocations Utilizations 12/31/03

Provisions for deferred taxes 1,060 350 (445) 965
Other provisions:

- provision for contractual risks and 2,163 2,001 (2,263) 2,001
charges

- provision for losses on equity 131 131
investments

- provision for litigation risks 54 15 69

- provision for agents’ customer 69 10 79
indemnity

- provision for exchange rate 278 771 (278) 771
fluctuations

- provision for probable taxes 150 150

Total other provisions 2,845 2,797 (2,441) 3,201

The provison for deferred taxes includes the ligbility for deferred taxes set aside in accordance

with Accounting Principle No. 25.

For further information on the composition of the amount due for deferred taxes kindly refer to

the note on the item taxes.

Other provisons are mainly represented by:

P The provison for contractua risks and charges relating to the provisons for the costs of
completing ingtdlations and work on products under warranty that will be carried out in the
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25)

next 12 months. The dlocation of 2,001 thousand Euro substantidly re-establishes the
provison that was reduced as the result of utilizations during the financid year. The
provigon is conddered sufficient in relaion to the cost of completing the supplies of the
year.

P The provison for losses on equity investments relative to the alocations to meet the losses
reported by Prima Industrie GmbH: there was no change with respect to the previous year

P Provison for litigation risks. increased with respect to the previous financid year by 15
thousand Euro in order to adjust the value to the sum, which the Court determined in
relation to the ATM suit (Spain).

p  Providon for agents customer indemnity: refers to liabilities, which could arise from the
company cancelling agency contracts with Italian operators. The provison was increased
by 10 thousand Euro in 2003 on the basis of the rates established in terms of current
legidation governing the relationship between agents and saes representatives and ther

principas.

P Provison for exchange rate fluctuations. the amount provided for was caculated as an
adjustment of the net position in foreign currency at 12/31/03 with respect to the historical
acocounting exchange rates of the various items in foreign exchange.

P Provison for probable taxes: refersto an dlocation of 150 thousand Euro made as a matter

of prudence pursuant to a tax re-assessment issued by the Finance Police at the end of a
tax audit that took place during the second half of the 2002 financia year.

EMPLOYEES SEVERANCE PAY

The changes during the year were asfollows.

Balance 01/01/2003 2,725
Amount due allocated to the Income Statement 709
Benefits paid during the financial year (388)
Balance 12/31/2003 3,046

The balance a December 31, 2003, which is recorded under financial fixed assets is net of
payments in advance made to employees in respect of severance pay and gross of payments
made to tax authorities in compliance with the law. This provison represents the overal gross
ligbility matured in favour of employees on the basis of the regulations in force a year-end and
the contractua obligations for each employee.

The item Benefits paid during the financid year, is made up of 180 thousand Euro pad to
employees who resigned, 165 thousand Euro paid in advances to employees in accordance with
the regulations in force and approximately 43 thousand Euro in payments made to
supplementary socid security funds and payments for lieu taxes in accordance with Article 11 of
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Legidative Decree 47/2000.

During the financial year 152 thousand Euro was set asde as extraordinary expenses as
incentives for early retirement. This is linked to the busness decison to outsource certain
activities previoudy undertaken interndly.

PAYABLES

The compogtion of and movements that took place during the year in the items that make up
this grouping, are asfollows:

26) Amountsdueto banks

The amounts due to Banks are made up asfollows:

Balance Balance

12/31/03 12/31/02
- Advances against orders and invoices - 3,124
- Bank overdrafts 588 2,719
- Advances to branches 504 571
- Medium/long-term loans 13,792 14,460
14,884 20,874

The decrease in the bank overdrafts is a result of the improvement in the company’s financia
position. At year-end there were no advances on orders and invoices.

Loans from credit inditutions are made up of:

P A loan granted by Mediocredito dell’Umbria for an initid amount of 775 thousand Euro.
This loan is guaranteed by the European Investment Fund (E.I.F) and was secured in order
to finance the work undertaken in the new factory. This is a 5-year loan (with a pre-
amortization period that expired on 01/31/01), which provides for quarterly deferred
repayments bearing interest at the Euribor rate plus one percentage point. The principa
instaments due in 2004 of 194 thousand Euro represent the short-term portion of the loan,
whereas the balance of capita of 101 thousand Euro is to be consdered as a mediunvlong-
term debt. The residua debt at 12/31/03 was 295 thousand Euro.

P A loan of 2,582 thousand Euro from Banca Mediocredito on 05/15/01 to be repaid by way
of eight sx-monthly instalments commencing on 03/31/03 until the 09/30/06 & afloating rate
(up to 09/30/01 at arate of 5.39 per cent per annum; for the sx month periods that follow,
the applicable rate will be the 6-month Euribor rate plus a spread equa to 0.9 per cent). The
short-term component of the loan amounts to 646 thousand Euro, whereas the residual
medium/long-term ligbility amounts to 1,291 thousand Euro.

P A loan in US dallars of 1,000,000 dollars (equd to 792 thousand Euro) from the Banca
Popolare di Novara of Luxembourg to be repaid by way of eight quarterly instaments of
US$ 125000 each, commencing on 07/23/02 and bearing interest a the LIBOR
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rate plus 0.80 per cent. Consequently, the resdua debt amounting to 198 thousand Euro is
to be consdered a short-term liability.
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P A loan of 2,000,000 US dollars equivaent to 1,584 thousand Euro from San Paolo IMI
advanced on 07/01/2003 and repayable after 18 months less one day and bearing interest
a the LIBOR rate plus 0.5 per cent.

P A loan from San Paolo IMI for 2,309 thousand Euro with a pre-amortization period until
07/01/03. This is a research loan released from the specia fund for Applied Research
established by Act 1089/1968, in accordance with Act No. 46/82 and made on behaf of
the M.U.R.ST. The loan is repayable in 12 hdf-yearly deferred insaments and bears
interest a 1 per cent per six months. The principa portion fdling due in 2004 is 453
thousand Euro, which represents the short-term component of the loan. The residua debt
amounting to 1,413 thousand Euro isto be consdered as a medium to long-term liability.

P A loan from Mediocredito Intesa BCI for an initid amount of 5 million Euro with an annua
interest rate of 4.45 per cent until 09/30/02 and thereafter for each successive period, at
the EURIBOR three-month rate + 0.90 per cent. The loan is to be repaid by way of 16
quarterly ingaments. In 2004, four instaments equa to 1,250 thousand Euro will be
repaid. The residua debt amounting to 2,812 thousand Euro is to be consdered as the
mediunmylong-term component.

P A loanin foreign currency (1,025,000 US dallars) equivaent to 812 thousand Euro from
the Banca Popolare di Lodi, falling due on 03/31/2004 and bearing interest at the LIBOR
rate plus 1.2 per cent. The loan is repayable in a sngle lump-sum settlement at the date of
meaturation. Consequently, this is a short-term loan equa to 812 thousand Euro.

During the financia year the company had access to the following additiona forms of
finandng.

P A loan granted by the Cassa di Risparmio di Parma e Piacenza for an amount of 1,200
thousand Euro. The loan bears interest at the average EURIBOR rate of the preceding
three months increased by 1.1 points and is repayable in 36 monthly ingtalments.

P A loan of 2 million Euro secured from the Unicredit Banca d’' Impresa for a period of 18
months less one day, bearing interest at the Euribor rate plus a spread of 1.25. The capita
Isto be repaid in a gngle instament on 04/22/2005 and interest is repayable quarterly. The
abovementioned loan was used to reduce the exposure of the subsidiary, Prima North
Americalnc. and the related Sgnature loan in an amount of USD 2,300,000.

27) Amountsdueto other lenders

At 12/31/03 the amounts due to other lenders consisted of ;
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P A loan of 894 thousand Euro from the Ministry of Industry and Trade pursuant to Act
46/82, which established a specid revolving fund for technologicd innovetion. This loan has
a caling of 1,069 thousand Euro and is for 15 years. Five of the fifteen years is a pre-
amortization period bearing interest a arate of 0.9825 per cent per annum. The loan isto be
amortized over the remaining 10-year period with interest at a rate of 3.275 per cent.
Consequently, the short-term portion of the loan equas 83 thousand Euro, wheress the
remaning debt amounting to 811 thousand Euro is to be consdered totaly medium/long-
term.

P During the course of the financid year the loan granted in 1999 by a pool of credit ingtitutions
led by our gockholder Invedtire Partecipazioni, was completdy extinguished. At
12/31/2002 this loan amounted to 2,800 thousand Euro.

We specify that the exchange adjustments on foreign currency loans were carried out directly in
the Income Statement.

28) Advances

This item includes advances received from customers against uncompleted orders for 1,067
thousand Euro, as well as down payments from customers in confirmation of orders for 137
thousand Euro (the totd liability at 12/31/2003 amounts to1,204 thousand Euro).

This item increased by 260 thousand Euro with respect to the previous year, when it totaled
944 thousand Euro.
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29) Trade accounts payable

With respect to the previous financial period, trade accounts payable decreased from 16,201
thousand Euro at  12/31/02 to 13,532 thousand Euro at 12/31/03, reflecting a reduction of
2,669 thousand Euro.

The decrease in trade accounts payable is a result of a combination of factors, primarily the
reduction in the purchases of raw materids, as wdl as an improved use of warehouse

inventories.

The detalls are asfollows:

Balance Balance

12/31/03 12/31/02
- Trade accounts payable 11,536 15,070
- Invoicesto be received 1574 1,021
- Refunds to customers 422 110
13,532 16,201

30) Amountsdueto subsidiaries

Amounts due to subsdiaries amount to 2,787 thousand Euro compared with the 3,462
thousand Euro of the previous financid year.

Commercid supplies by these companies to us are conducted on norma market terms.

During 2003 the loan from the subsidiary company, Prima Electronics SpA increased by 500
thousand Euro. At the end of the financid year this loan amounts to 1,500 thousand Euro and
bears interest at the Euribor rate + 0.50%. The trade accounts payable declined from 1,679
thousand Euro at 12/31/02 to 1,265 thousand Euro at 12/31/03.

The amounts due to subsdiaries in respect of liabilities of acommercid nature are as follows:
Prima Electronics SpA for 695 thousand Euro
Prima North America Inc. for 540 thousand Euro
Prima Industrie GmbH for 30 thousand Euro

Moreover, at the end of 2003, the company had yet to receive invoices for 21 thousand Euro of

which 10 thousand Euro is payable to Prima North America Inc. and 11 thousand Euro to
Prima Scandinavia AB compared to the total amount of 783 thousand Euro at the end of 2002.
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31) Taxespayable

This item can be broken down as follows:

Balance Balance
12/31/03 12/31/02
Amounts due to tax authoritiesfor:

- deductions of tax for IRPEF 338 315
- VAT foreign branches 200 151
- VAT to tax authorities 237 228
- Tax authoritiesfor IRPEG - 259
- Other taxes and dues 4 7
779 960

IRPEF taxes deducted in December were duly paid to the tax authorities in January 2004. For
more information kindly refer to the section on Income taxes.

32) Amountsdueto provident and social security ingtitutions

This item can be broken down as follows:

Balance Balance
12/31/03 12/31/02
- Amounts due to INPS 414 374
-Amounts dueto INAIL 3 328
-Amounts dueto INPDAI - 55
- Amounts due to PREVINDAI 20 17
- Amounts due to ENASARCO 6 4
-Amounts due to Social security institutions for 221 182
deferred compensation
664 960

The item Amounts due to Socid security ingditutions for deferred compensation, refers to the
contributions relative to leave provided for but not taken, the thirteenth cheque, and other
incentives for employees hired on a trial basi's and business incentives earned a 12/31/03 but
not yet paid.

All the other items refer to the liability due to socid security ingtitutions for compensation paid in
December (INPS, INPDAL) or in the last quarter of the year (PREVINDAI, ENASARCO) or
asthe baance for the year (INAIL).

The decrease of 296 thousand Euro is mainly due to the cancdlation of provisons, raised as a
matter of prudence, relating to prior financia years.

33) Other payables

This item can be broken down as follows:
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Balance Balance

12/31/03 12/31/02
- Amounts due for insurance policy adjustments 72 71
- Amounts due for deferred compensation 697 587
- Amounts due for directors' remuneration 33 a7
- Amounts due as refunds to employees for travel 66 86
- Other minor items 16 9
834 800

The amount due for deferred compensation relates to the charges due but not yet paid out for
the badance of leave not taken, the thirteenth cheque for employees in their trid periods and
business incentives earned at 12/31/2003 as well as the December salaries of the employees of

the Swiss branch, duly paid in January 2004.

The remuneration payable to directors refers to emoluments for 2003 and those of prior periods

ill to be paid.

The item "Amounts due as refunds to employees for travel expenses' adso includes corporate

credit card charges to be received.

34) ACCRUED EXPENSES AND DEFERRED INCOME

At December 31, 2003 thisitem, compared to December 31, 2002, is made up asfollows:

Balance Balance
12/31/03 12/31/02
Accrued expenses
- Interest on MICA loan Act 46 12 7
- Interest on ITAINVEST loan - 38
- Interest on UNICREDIT loan 13 -
- Interest on Mediocredito loan 19 30
- Branch costs 6 22
- Bank charges 7 3
- Other loans 2 5
- Sundry items 13 13
Total accrued expenses 72 118
Deferred income
- Interest earned on discount transactions under the 234 475
Sabatini Act
- Customer maintenance contracts A 69
- SAP costs charged to PE - 21
Total deferred income 328 565
Total accrued expenses and deferred income 400 683

Deferred

income for
30

interet on discount transactions under the Sabatini Act decreased




owing to the (pro quota) decrease in the transactions existing a 12/31/02 and the increase
relative to a new transaction findized during 2003.

MEMORANDUM ACCOUNTS

35) Unsecured guarantees given

36)

Guarantees given on behdf of subsdiaries — The sum of 4,837 thousand Euro refers to two
guarantees given to credit ingtitutions that provided loans to Prima North America Inc. The item
decreased by 324 thousand Euro owing to the difference in the Euro/Dollar exchange rate.

Guarantees given on behaf of others — These amount to 63 thousand Euro and refer to two
guarantees. one (for 33 thousand Euro), given to Consorzio Garanzia Fidi Unionfidi, of which
Prima Indudtrie is a member; the other, given to San Paolo IMI againgt a contract drawn up
with a Chinese customer. These guarantees decreased by approximately 7 thousand Euro
compared with the previous year, but only as aresult of differences in the Euro/Dollar exchange
rate.

Commitments

Interest Rate Swap Contract - On 05/30/03 an Interest Rate Swap contract was entered into
with the Banca Akros. The contract is on the following terms and conditions.

Starting date: 06/03/03
Find expiry: 06/05/06
Periodical expiry: quarterly
Capital: 5,000,000 Euro
Rate 1 1st year 2.2
2nd year: 2.5
3rd year: 2.75
Basis ACT/360
Rae2:  Euribor 3-month, for foreign currency applicable at the starting date of each
period
Bass ACT/360
At the expiry of each quarterly period the difference between the amount resulting from the
gpplication of rate 1 and the amount resulting from the gpplication of rate 2 shdl be paid by the
Banca Akros to Prima Indudtrie, if the difference is a podtive one. Vice-versa, Prima Industrie
shal pay Banca Akrosif the differenceis a negative one.
During 2003, the effect of this transaction on the Income Statement equaled 145 Euro in Prima
Industrie's favour.
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PK9 Export Plus Contract — On 09/23/03 a contract to cover exchange rate risk was signed
with the Banca Monte del Paschi di Siena S.p.A.. The transaction called the PK9 Export Plus
contract is on the following terms:

Notional amount: USD 1,000,000

Exercise price: the average rate of exchange for the USD/EUR applicable on 09/29/03 —
09/30/03 — 10/01/03 — 10/02/03

Find price the arithmetic average rate of exchange for the USD/EUR gpplicable on the
following dates: 10/08/03 — 10/27/03 — 11/07/03 — 11/26/03 — 12/23/03 — 01/26/04 —
02/26/04 — 03/26/04

Expiry date of the option: 03/29/04

Premium: 2.85% on the notiond valuein USD

Conditions of settlement: on the expiry of the option, the Banca Monte del Paschi di Sena
shdl pay Prima Indudtrie an amount in Euro, equa to the positive difference between the
equivdent vaue of the notiond amount caculated a the exercise price and the equivaent
vaue of the aforesaid amount calculated on the basis of the find price.

If the difference is negative, Prima Industrie shdl not be required to pay anything.

Commitmentsin respect of currency transactions - The sum of 1,970 thousand Euro refersto a
foreign currency futures transaction of USD 2,300,000. This transaction was effected to protect
arepayment by Prima North AmericaInc. of 2,300,000 USD envisaged for April 2005, to be
used to repay the loan of 2,000,000 Euro granted to us by UNICREDIT.

Commitments for lease ingaments- These amounts total 1,504 thousand Euro (compared with
1,680 thousand Euro in the previous financid year) and rdate to commitments for lease
ingdaments. they relate to contracts for eectronic office equipment (for 80 thousand Euro) and
motor vehicles (38 thousand Euro) and to the factory a No. 28, Via Antondli (1,386 thousand
Euro). They represent the total amount of lease instaments falling due to leasing companies,
including the final redemption price established by contract, but excluding the ingtaments dready
paid. Leaseingamentsfaling due per annum are asfollows:

Office eguipment

2004 32 thousand Euro + 1 thousand Euro for redemptions
2005 26 thousand Euro + 10 thousand Euro for redemptions
2006 10 thousand Euro + 1 thousand Euro for redemptions
Totdl 80

Motor vehicles

2004 16 thousand Euro

2005 21 thousand Euro + 1 thousand Euro for redemption.
Tota 38

Factory at No. 28 Via Antondli
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2004 222 thousand Euro

2005 222 thousand Euro

2006 222 thousand Euro

2007 222 thousand Euro

2008 222 thousand Euro

2009 _ 111 thousand Euro + 165 thousand Euro for redemption.
Totd 1,386

37) CONTINGENCIESFOR BILLSDISCOUNTED

This shows the vadue of bills Sgned by customers for sdles made pursuant to the Sabatini Act
guaranteeing recourse (pro solvendo) on claims, plus a discount operation pro solvendo on hills
signed by a Spanish customer, who has been granted an extended five-year payment period.

During 2003 a new transaction was carried out relative to the supply of a Tower Server to a
customer that had dready acquired the machine in 2002. Consequently, the overal contingency
a the end of the financia year amounted to 3,001 thousand Euro compared with 4,005
thousand Euro in 2002.

Thetransactions il in existence relate to 9 customer's.

Two of these transactions will be finalized in 2005, two in 2006 and five in 2007.

Furthermore 600 thousand Euro must be added rdlative to hills presented for discounting &t the
Banca Nazionde del Lavoro during the course of the 2003 financid year. This reates to cash
ordersthat will fal due in the first few months of 2004.

38) Others
At December 31, 2003 the item includes the following other memorandum accounts:

Commitments to repurchase from customers and third parties — These totad 4,790 thousand
Euro (they were 1,765 thousand Euro at 12/31/2002) and refer to repurchase commitments
signed by our company in favour of leesng companies for sales made to customers.

This type of guarantee is issued by our company to assst the cusomer in obtaining financing
where the customer cannot offer independent guarantees for the transaction to the third party
lender.

The repurchase commitment is usualy given for vaues that do not exceed market values a the
time of the possible discussion in terms of the guarantee.
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Company assets held by third parties — At December 31, 2003 these goods totalled 3,526
thousand Euro (4,191 thousand Euro in 2002). They relate to the following:

materials and products at branch warehouses for 1,643 thousand Euro;

gpare parts held by customers for 70 thousand Euro;

meateria's on deposit/for processing at suppliers amounting to 987 thousand Euro;
semifinished and finished products held by third parties amounting to 826 thousand Euro.

The finished products include four machines, namely: a Platino Stuated at a Danish universty
and used for technologica development relating to the “Publics’ research project; a Patino
1530 at the UK branch, used for demonstrations; a Platino 1530 Stuated at a Spanish customer
and which will be removed during February 2004 and a Platino 1530, which is being inspected
at the premises of another Spanish customer.

These assets are included in the find inventory baance in the Financid Statements.

Guarantees given by third parties for our account — The sum of 8,048 thousand Euro (10,018
thousand in 2002) is made up of bank guarantees issued for bank loans mainly in favour of the
subsdiary, Prima North America Inc. (dtogether amounting to 4,197 thousand Euro); in favour
of customers for advances againg orders and for guarantee purposes (guarantees given within
the limits of the receipts made by the same customers), and guarantees issued to the supplier
Rofin Sinar and other minor ones.

It should dso be noted that the company issued guarantees in favour of the red edtate
companies that own the factories, where the divisons of the subsdiary, Prima North America
were transferred to, in 2003. More precisely:

» guarantees in favour of Oxford Investment LLC for the lease agreement in respect of the
premises located on East Man Street, Chicopee River Business Park, Chicopee,
Massachusetts,

» guarantees in favour of OIRE Minnesota LLC for the lease agreement in respect of the
factory situated at 8600 109" Avenue North, Champlin, Minnesota.
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COMMENTSON THE MAIN INCOME STATEMENT ITEMS

VALUE OF PRODUCTION

39) REVENUES FROM SALESAND SERVICES

40)

Revenues from the sales of goods are made up as follows:

TOTAL ITALY EUROPE R.O.W. N.AMERICA

Amt %| Amt % Amt % Amt %| Amt %
3D SYSTEMS 24,529 39| 8943 14 10,744 17 3,177 5 900 2
2D SYSTEMS 26,211 42| 7,067 11| 14,907 24 4,038 6 964 2
CUSTOMER AND | 11,843 19( 4,275 7| 5,760 9 954 2 854 1
OTHER SERVICES
Total 62,583 100( 20,28 32| 31,411 50 8,169 13 2,718 5

5

Revenues in 2003 reduced by 7% with respect to the 67,464 thousand Euro of the previous year.
The number of machines sold declined, but there was a shift in favour of the sde of 3D systems,
with unit sdle prices (and profitability) being higher on average.

CHANGES IN INVENTORIES OF WORK IN PROGRESS, SEMIFINISHED AND
FINISHED PRODUCTS AND CONTACT WORK IN PROGRESS

In 2003, the vaue of finished products in inventory decreased by 1,097 thousand Euro (from
3,578 thousand Euro at the beginning of the year to 2,481 thousand Euro at year-end) pursuant to
the decommissioning of a number of demo machines. Moreover, an dlocation of 183 thousand
Euro was made to the provision for writedowns of finished products in respect of used machines
that will be resold in 2004 and a utilization of 114 thousand Euro was made in closure of the
provison of the previous financia yeer.

Semifinished products in inventory also decreased by 419 thousand Euro (going from 2,753
thousand Euro to 2,334 thousand Euro).
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41) INCREASESIN FIXED ASSETSFOR INTERNAL WORK

42)

During 2003 the following costs were capitdized under the item "Tangible fixed assets':

The increases for internd constructions consst of off-line testing equipment for finished units and a
meachine used for smulation relating to the development of parts of new products, for a tota of
302 thousand Euro. The increases dso include light congtructions for work relating to the new

2003

2002

- Internal constructions

314

73

Total

314

73

demo hdl amounting to 12 thousand Euro.

OTHER INCOME AND REVENUES

Thisitem ismade up asfallows

Grants related to assets recorded in the Income Statement in 2003 relate to the portions of
forgivable loans for research and development, which accrued in the course of 2003 and which

2003 2002

Grantsrelated to assets 950 502
Insurance refunds 19 28
Services rendered and costs recharged to Prima 122 211
Electronics

Non-operating profits and gains on disposals 379 439
Services rendered and costs recharged to Prima North 83 9B
Americalnc.

Tradefair costs recharged to Matra Werke - 53
Sundry income 203 35
Discounts and rebates 1 1
Total other income and revenues 1,757 1,367

relate to the following projects:

>

>

36

EUREKA/PUBLICS, in respect of which the outstanding balance of 114 thousand Euro was
collected.
PAMELA, in respect of which the firg tranche for the financid year, amounting to 462
thousand Euro, was confirmed.
RESALT, in regpect of which the firg tranche for the financid year, amounting to 374
thousand Euro, was confirmed.




The non-operating profits (379 thousand Euro) mainly refer to adjustments of gppropriations made
in the previous year and in particular 109 thousand Euro relates to a greeter amount refunded for
IRPEG direct taxes for 1990.

Sundry income (equd to 203 thousand Euro) refers to Royalties collected of 32 thousand Euro,
agang the sde of licences, as well as to a machine purchased and resold during 2003 in an
amount of 99 thousand Euro and other minor income totaling 72 thousand Euro.

43)

COSTS OF PRODUCTION

PURCHASE OF RAW MATERIALS, CONSUMABLESAND SUPPLIES

Thisitem is made up asfollows:

2003 2002
- Raw materids 31,039 36,047
- Consumables and supplies 714 661
- Other purchases 198 190
31,951 36,898

In particular and insofar as raw materias are concerned, the following is worth mentioning:

2003 2002
- Laser generators and parts 9,240 12,003
- Numeric controls and parts 1,968 2,653
- Completed sub-systems and mechanical components 12,154 12,864
according to design
- Commercial components and others 7,677 8,527
31,039 36,047
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44) SERVICE EXPENSES

Thisitem can be detailed as follows:

2003 2002

- Work by third parties 4,483 5,169
- Travel expenses 2,012 2,051
- Technical, legal, tax & administrative consulting fees 1,628 2,251
- Freight 1,024 1,180
- Commissions 1174 1071
- Advertising and promotion 293 479
- Electricity, telephone, etc. 501 455
- Insurance 274 313
- External maintenance expenses 374 370
- Directors remuneration 317 290
- Statutory auditors’ remuneration 85 71
- Temporary work 330 216
- Other 811 812

13,306 14,728

As regards work by third partiesin 2003, a decrease of 686 thousand Euro occurred because the
company reduced the number of outsourced contracts to third parties in favour of the purchase of
complete (turnkey) components.

Technical consulting fees, (development of R&D projects), amounted to 961 thousand Euro;
commercia consultancy fees amounted to 156 thousand Euro; and adminidrative and legd
consultancy fees (lawyers, notaries, auditors, tax advisors etc.) amounted to 511 thousand Euro.

The most sgnificant expenses for services included in the item "other” are entertainment  expenses

of 73 thousand Euro, trandations - 57 thousand Euro, cleaning expenses - 110 thousand Euro and
roydties- 52 thousand Euro.
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45)

46)

LEASESAND RENTALS

Thisitem can be detailed as follows:

2003 2002
- Rent 275 260
- Motor vehicle and sundry leasing 250 311
- Sundry rental 345 352
- Leasing for Factory 2: 196 206
1,066 1,129

The adoption of the financid method of accounting for leases according to generaly accepted
accounting principles would have meant accounting for the interest on the principa and the portion
of depreciation on the assets purchased under leasing contracts, commensurate with the estimated
useful life of the assets, in addition to recording the asset in the Baance Sheet and the residud
amount payable in the liabilities.

This accounting trestment would not have resulted in any sgnificant postive effects on the results
of operations (see effect in the comment on Fixed Assets).

Sundry rental includes the costs incurred for electronic office equipment (persona computers) for
110 thousand Euro, for company cars, totaling 211 thousand Euro and other minor items for 24
thousand Euro.

The item “Leasing for Factory 2" refers to the nine-year leasing contract signed in June 2000 for
the use of the manufacturing facility Stuated & No.28 Via Antondli, adjoining the main factory.

PERSONNEL COSTS

Personnel costs rose from 12,003 thousand in 2002, to 12,657 thousand Euro in 2003. The
increase was the result of higher labour costs and the growth (even if contained) in the number of
our employees. During the year the Company hired a number of new employees, dthough it Strove
to keep the increase in costs to aminimum.

Furthermore, it should be borne in mind that because our company operates in a high-tech sector,
daff are on average more specidized and thus the cost is higher than the average industry
standard.
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Changes during the year in the number of employees are detailed by category (Collegno
production facility) below:

12/31/02 Hired Ceased Promotions 12/31/03 Average
employmnt for the period
Executives 12 1 (3 1 11 115
Officers 7 D 2+ (1) 7 7
Front-line 1 2 - 1+1+1+(2) 14 125
managers
Office staff 120 9 (11 13 131 1255
Speciaized 2 1 @ @ 1 15
workers
Production 70 4 2 (12) 60 65
workers
Total 222 17 (18) 19+(16) 224 223

Insofar as staff employed by the branches is concerned the number remained congtant at 31,
compared with 2002.
Taking into account that the total increase in personnel was 0.9 per cent and that the increase in
the cost of labour, in absolute terms was 5.5 per cent, it follows that the wage dynamics had an
effect of 4.6 per cent.

47) AMORTIZATION/DEPRECIATION

Amortization of intangible fixed assets

Reference should be made to the gpplicable schedule showing changesin intangible fixed assats.

Depreciation of tangible fixed assets

Reference should be made to the gpplicable schedule showing changes in tangible fixed assets.

48) WRITEDOWN OF RECEIVABLES INCLUDED IN CURRENT ASSETS AND
WRITEDOWN OF CASH AND CASH EQUIVALENTS

During the financid year, the company raised 50 thousand Euro to the alowance for doubtful
accounts. The provision was made in compliance with civil and fiscd laws and taking into account
the extent to which the receivables in portfolio could be collected. Thus the provison is tax
deductible. The provisons made in previous years were not used during the financid year.
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49) CHANGESIN INVENTORIES OF RAW MATERIALS, CONSUMABLES, SUPPLIES
AND MERCHANDISE

Inventories of raw materids, consumables and supplies decreased by 1,013 thousand Euro
compared with the end of the previous financid year. This figure, which is a reflection of the
improved management of inventories, includes a writedown of inventories for obsolescence equd
to 253 thousand Euro.

50) PROVISIONSFOR RISKS

This item includes the provisons made during the financid year, net of utilizations, as detalled
below:

2003 2002
- Appropriations to the provision for contractual risks 2,001 2,163
and charges
- Utilization of the 2001 provision for contractual risksand (2,163) (2,050)
charges
- Appropriation to the provision for losses by investees:
P Primalndustrie GmbH (2002 financial year) - 9
- Appropriations for potential liabilities:
P Provision for agents customer indemnity 10 8
b Litigation risks 15
Total (137) 130
51) SUNDRY OPERATING EXPENSES
Thisitem is made up asfollows.
2003 2002
- Non-operating losses and losses on disposals 303 382
- Penalties from customers 19 3
- Taxes and dues other than those on income 49 43
- Non-deductible gratuities and costs 122 138
- Association dues 77 75
- Branch taxes 15 24
- Sundry operating expenses 62 638
647 733

Non-operating losses mainly refer to amounts pertaining to prior financia years where an incorrect
provison was made. They also refer to assets that were found not to exist. The aforementioned
were nevertheess related to the characteristic activity of the company.
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52)

53)

The item Pendties from customers refers to the sattlement and findization of technica and
commercid litigation with certan customers, as well as ddays in ddiveries due to technicd
problems.

The item "Sundry operating expenses' pertains to corporate expenses totaling 56 thousand Euro,
deductible gratuities of 5 thousand Euro and other minor items of gpproximately 1 thousand Euro.

FINANCIAL INCOME AND EXPENSES

INCOME FROM EQUITY INVESTMENTS

The total amount of 454 thousand Euro refers to:

» Tax credits on the dividend distributed by Prima Electronics
on the 2002 result received in 2003 154

» Dividends declared by Prima Electronics on the 2003
result, to be received in 2004 300
454

The dividend for the 2003 financia year gpproved by the Prima Electronics SpA stockholders
meseting amounts to 300 thousand Euro and will be paid out with effect from May 2004.

OTHER FINANCIAL INCOME FROM RECEIVABLESINCLUDED IN FINANCIAL
FIXED ASSETS

This refers to interest of 40 thousand Euro and 1 thousand Euro respectively due on loans made

by the parent company Prima Indudtrie to the subsidiaries Prima North America Inc. and Prima
Scandinavia AB. In the previous year these totalled 40 thousand Euro.
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54)

55)

56) OTHER INTEREST AND FINANCIAL EXPENSES

OTHER FINANCIAL INCOME
Thisitem is made up of the fallowing:

2003 2002
- Positive exchange differences 1,734 832
- Interest income from customers 440 374
- Interest income on |RPEG refunded - 29
- Interest earned on securities 7 22
- Interest income from banks and others 42 43
2,223 1,300

Pogtive exchange differences refer to the collection of receivables and the payment of debts at
exchange rates that were more favourable than those a the time of invoicing. The item dso

includes the gain made on certain covering transactions that matured during the course of 2003.

Interest income from customers includes the 2003 portion of interest relating to the Sabetini pro

so0lvendo transactions in existence.

INTEREST AND OTHER FINANCIAL EXPENSES

INTEREST AND OTHER FINANCIAL EXPENSES DUE TO SUBSIDIARIES

The sum of approximately 34 thousand Euro relates entirdy to the interest accrued on a loan of

1,500 thousand Euro made by Prima Electronics to the parent company Prima Industrie.

Theitem is made up asfollows

2003 2002

- Interest paid on bank borrowings 181 300
- Interest paid on discount transactions under Sabatini Act 402 357
- Negative foreign exchange differences 1,925 1,260
- Other bank charges 266 173
- Interest paid on medium/long-term payables 400 537
- Interest paid on factoring 34 -
- Others 59 57
3,267 2,684
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Interest paid on medium/long-term payables includes interest on the loans granted by Mica (13
thousand Euro), IMI (approximately 44 thousand Euro), Mediocredito Umbro (gpproximately 14
thousand Euro), Banca Mediocredito (approximately 164 thousand Euro), Banca Intesa BCI
Mediocredito (gpproximately 85 thousand Euro), Cassa Risparmio Parma e Piacenza (15
thousand Euro), Unicredit (13 thousand Euro) and Italinvest (52 thousand Euro).

The negative foreign exchange differences increased from 982 thousand Euro in 2002 to 1,154
thousand Euro in 2003. This was brought about by the weakening of the US dollar experienced
throughout the year, which led to losses on receivables collected in that period and on sdes
invoiced in previous periods at a higher dollar exchange rate. To off set these losses, the company
entered into hedging transactions, the postive results of which are highlighted in the item "Postive
exchange differences’.

The gppropriations to the provison for exchange fluctuations amounted to 771 thousand Euro,
againg the 278 thousand Euro in 2002. This is a considerable increase and reflects, as previoudy
indicated, the weakening of the US dollar in 2003, which is the main currency that Prima Industrie
uses to invoice its American and overseas markets.

The item "Others’ mainly refersto charges paid to financid ingtitutions (45 thousand Euro).

ADJUSTMENTSTO THE VALUE OF FINANCIAL ASSETS

57) WRITEDOWN OF EQUITY INVESTMENTS

The sum of 3,378 thousand Euro is made up of the appropriation made to cover losses sustained
by the following companies.

- Prima North Americalnc. 3,319
- Primalnternationd BV 10
- Shenyang Prima Laser Machine Company Ltd 49

3.378

EXTRAORDINARY INCOME AND EXPENSES

58) CAPITAL GAINSON SALES

In 2003, pursuant to the sale of treasury stock, a capital gain of gpproximately 53 thousand Euro
was made.

59) OTHER EXTRAORDINARY INCOME

The amount of 444 thousand Euro is made up of:

- patid recharging of costs incurred by the Parent company to the subsidiary Prima Electronics
for aintervention campaign on new generation controls supplied by Prima Electronics (120
thousand Euro).
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60)

61)

the write-off of adebt budgeted for in previous years and unclamed by the creditor for 5
years and in respect of which the risk of payment being claimed is deemed remote (324
thousand Euro).

OTHER EXTRAORDINARY EXPENSES

Other extraordinary expenses totaling 1,067 thousand Euro refer to:

- Cogsincurred in relation to the OPA (take-over bid) for legd (133 thousand Euro), financia
(257 thousand Euro) and communication advice (45 thousand Euro).

- Codts redtive to an intervention campaign on new generation systems supplied by Prima
Electronics (480 thousand Euro).

- Ealy retirement incentives rdating to the outsourcing of activities previoudy caried out
internaly (152 thousand Euro).

INCOME TAXESFOR THE FINANCIAL YEAR

Current taxes

Current taxes total 825 thousand Euro compared to 1,271 thousand in the previous year and relate
to the utilization of the provision for deferred taxes (409 thousand Euro) gross of credits for taxes
paid in advance (709 thousand Euro), as well as IRAP for the year (551 thousand Euro), which is
aso net of the utilization of the provison for deferred taxes (36 thousand Euro) and gross of
credits for taxes paid in advance (10 thousand Euro).

Deferred taxes

The application of Accounting Principle No. 25 rdating to deferred taxes, had a net pogitive effect
on income for the year (equal to 686 thousand Euro).

As a matter of prudence, the amount of the deferred tax assets derived from the tax loss for the

year was not included. Had this been included it would have resulted in a positive effect equd to
approximately 323 thousand Euro.
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The detalls are asfollows:

Taxability Deferred tax
Deferred asset asset

Amountsat 37.25%
Entertainment expenses 53
Provision for contractual risks and charges 2,001
Provision for writedowns of inventory 849
Provision for agents’ customer indemnity 79
Provision for litigation risks
Association dues 7

Total 2,989 1113
Amounts at 33%
Non-deductible allowance for doubtful accounts 375
Directors remuneration not paid 33
Provision for probable taxes 150
Writedown of equity investments 7,401

Total 7,959 2,627
Total taxability —deferred asset 10,948 3,740
(-) Deferred tax asset at 12/31/2002 (3423
(+) Utilization at 12/31/2003 719
Total recorded in the 2003 Income Statement 1,036

Taxabhility Deferred tax
Deferred liability lighility

Amounts at 37.25%
Capital gains 2000 1
Taxable credit Act 140 74
Eureka/Publics grant 1,126
Brite Hatlas grant 180
Sincrono (formerly Lightpress) grant 360
PAMELA grant 462
Resalt grant 374

Tota 2577 960
Amounts at 33%
5% Dividends Prima Electronics 2003 15

Total 15 5
Total Taxability-deferred liability 2,592 965
(-) Deferred tax lighility at 12/31/2002 (1,060)
(+) Utilization at 12/31/2003 445
Total recorded in the 2003 Income Statement 350
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APPENDICES

The following appendices contain additiond information to the Notes and form an integra

part of same.

The aoresaid information is contained in the following schedules:

Statement of changes in stockholders equity in the years ended
December 31, 2003 and 2002.

List of euity investments in subsdiaries and associated companies a
December 31, 2003 ex-art. 2427, No.5 of the Itaian Civil Code.

Statement of changes in financid fixed asssts equity invesments in
subgdiaries.
Statement of changes in current assets.  equity invesments in other
companies.

Statement of changes in intangible fixed assets for the financid year ended
December 31, 2003.

Statement of changes in tangible fixed assets for the financia year ended
December 31, 2003.

Summay of the highlights of the most recently approved Financid
Statements of subsidiaries and associated companies (art. 2429 of the
Itlian Civil Code).

Statement of cash flows for the financia years ended 2003 and 2002.

Moreover, the following are attached as required by Art. 78 of Consob regulation No.
11971 of May 14, 1999:

Statement of compensation paid to directors, statutory auditors and the
generd manager

Information on stock options assgned to directors and the generd
manager
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STATEMENT OF CHANGESIN STOCKHOLDERS EQUITY
IN THE YEARS ENDED DECEMBER 31, 2003 AND 2002
(thousands of Eur0)

Capital Share Revaluation Legal Reserve for Statutory Coverage of Profits Profit Total
Description Stock premium reserve reserve Treasury reserve Losses (Losses) (Loss) Stockholders’
reserve Stock during the year carried for the year equity
forward
Balancesat 12/31/01 10,375 14,020 658 - 5,610 - 1,134 31,797
Allocation of 2001 result - - 57 - 1,077 - (1,134) -
Adjustment of Reserve for treasury stock - - - 472 (472) - - -
Profit (loss) for the year - - - - - - (4,880) (4.,880)
Balances at 12/31/02 10,375 14,020 715 472 6,215 - (4,880) 26,917
Allocation of 2002 result (4,880) 4,880
Increase in capital on the 11/02/03 reserved 1,125 2,842 15 - - - - 3,982
for institutional investors
Reserve for treasury stock (149) 149
Profit (loss) for the year (2,511) (2,511)
Balances at 12/31/03 11,500 16,862 730 323 1,484 - (2,511) 28,388
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LIST OF EQUITY INVESTMENT IN SUBS DIARIESAND ASSOCIATED COMPANIES

(at December 31, 2003)

Result for the year

Net stockholders’

Book value

Capital stock Stake (thousands of Euro) equity Prima Industrie SpA
(thousands of Euro) (thousands of Euro)

SUBSIDIARIES
(included in the area of consolidation)
Prima Electronics SpA Strada Carignano, 48/2

10024 Moncalieri (Turin) € 1,500,000 100% 992 5,352 1,705
Prima North America, Inc. Convergent Lasers Laserdyne Systems

Divison & Division: U.S. 20,000,000 100% (3,705) 2,657 5,515

Prima Laser Tools | 8600 109" Av.

Division: North

711 East Main Street | Champlin, MN

Chicopee, MA 01020 | 55316 (USA)

(USA)
Prima Industrie GmbH Shone Aussicht 5a

Kronberg (D) D.M. 50,000 100% (9) (150) (131)
Prima Scandinavia AB M 6lndal svégen 30c

SE-412 63 Goteborg (S) SEK 100.00 100% 11
ASSOCIATED COMPANIES
(unconsolidated)
Macro Meccanica SpA Viadon Sapino 134
(inliquidation) (*) 10040 Venaria— Fraz. Savonera (Turin) Lire 630 million 35.48% 213 (1,222) 0
Shenyang Prima Laser Machine Shenyang Liaoning Province, China
Company Ltd 45 Huanghai Rd, Y uhong District U.S. 1,000,000 50% (97) 142 283
SNK Prima Company Ltd (**) Misaki Plant Fuke, Misaki-Cho, Sennan-Gun,

Osaka - Japan Y en 90,000,000 50% (55) 571 390
Shanghai Unity Prima Laser 2019, Kunyang Rd.
Machinery Co Ltd. Shanghai 201111 - China Rmb 16,000,000 27.50% 450
Mechanical Industries Srl (insolvent) | Viadon Sapino 134
(***) 10040 Venaria— Fraz. Savonera (Turin) € 487,289 21.62% 1 492 0

*) most recently approved liquidation Financial Statements: 12/31/2001
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**)
(***)

most recently approved Financial Statements 03/31/03
most recently approved Financial Statements 12/31/01
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STATEMENT OF CHANGESIN FINANCIAL FIXED ASSETS
EQUITY INVESTMENTSIN SUBS DIARIES

(thousands of Euro)

Initid position Movements during the year Find postion

Original cost

valued according to the Revaluations Balance at Increases Decreases Balance at

Cost method Writedowns 01/01/2003 12/31/2003
Prima Electronics SpA
Strada Carignano, 48/2 1,705 - 1,705 - - 1,705
10024 Moncalieri (Turin)
PrimaNorth America, Inc.

16,326 (12,141) 4,185 4,649 (3,319) 5515

711 East Main Street
Chicopee, MA 01020 (USA)
8600 109" Av. North
Champlin, MN 55316 (USA)
Prima Industrie GmbH
Shone Aussicht 5a - Kromberg (D) - - - - - -
Prima Scandinavia AB - - - 11 - 11
M6l ndal svagen 30c
SE-412 63 Goteborg (S)
TOTAL 18,031 (12,141) 5,890 4,660 (3,319) 7,231
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STATEMENT OF CHANGESIN CURRENT ASSETS

(thousands of Euro)

EQUITY INVESTMENTSIN OTHER COMPANIES

Description Accounting Movements during the year Final Stake
position position
Original cost Increases Decreases Balance
1/1/03 valued at 12/31/2003
according to the cost
method
Unionfidi 01 - - 01 -
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STATEMENT OF CHANGESIN INTANGIBLE FIXED ASSETSFOR THE YEAR ENDED DECEMBER 31, 2003

Fixed assets

Plant and expansion costs

Research, development and
advertising costs

Industrial patent and
intellectual property rights

Concessions, licences,
trademarks and similar rights

Goodwill

Fixed assets under
construction and advances

Other intangible fixed assets

Total

(thousands of Euro)

Initial position Movements during the year Final position
Original Accumulated Balance Original Accumulated Balance
cost depreciation 1.1.2003 Acquisitions | Amortization, cost depreciation 12/31/2003
Depreciation
and
writedowns
168 (101) 67 - (34) 168 (135) 33
6,539 (6,486) 53 - (53) 6,539 (6,539) -
1,163 (975) 188 102 (169) 1,265 (1,144) 121
9 3) 6 1 1) 10 (4 6
1,391 (1,045) 346 42 (69) 1,433 (1,114) 319
9,270 (8,610) 660 145 (326) 9,415 (8,936) 479
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Fixed assets

Land and buildings
Plant and machinery

Industrial and
commercial equipment

Other tangible assets
Fixed assets under

construction and
advances

Total

STATEMENT OF CHANGESIN TANGIBLE FIXED ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2003

(thousands of Euro)

Initial position Movements during the year Final position
Original Accum. Bal. at Utilization of Original Accum. Bal. at
cost Revaluations Deprec. |1.1.2003 Additions | Disposals. Depreciat. Accum. cost Revaluations| Deprec. |12/31/200
Deprec. 3
661 - (154) 507 57 - (31) - 718 - (185) 533
1,591 11 (980) 622 9 (42) (92) 10 1,558 11 (1,062) 507
1,333 - (1,102) 231 351 - (138) - 1,684 (1,240) 444
1,373 6 (1,127) 252 48 4) (93) 4 1.417 6 (1.216) 207
4,958 17 (3,363) 1,612 465 (46) (354) 14 5,377 17 (3,703) 1,691




SUMMARY OF THE HIGHLIGHTS

OF THE MOST RECENTLY APPROVED FINANCIAL STATEMENTSOF

SUBSIDIARIES AND ASSOCIATED COMPANIES (ART. 2429 of the Italian Civil Code.)

Prima | Prima North Prima Shenyang| SNK Prima Macro| Mechanical
Electronics | Americalnc Prima| Industrielnt. Prima L aser Company M eccanica Industries
SpA GmbH BV Machine Ltd SpA,in Srl
liquidation
Currency of account Thousands of | Thousands of | Thousands Thousands of Thousands of | Thousands of [ Thousands of | Thousands of
Euro USh of Euro Euro Uss Yen Euro Euro
Reference period of
the Financial 2003 2003 2003 Company in 2003 31/03/2003 2001 2001
Statements liquidation
Included in the area YES YES YES YES NO NO NO NO
of consolidation
(line-by-line)
ASSETS
Fixed assets 1,673 5,492 - - 270 55,620 - 1,809
Current assets 9,303 16,278 45 - 1,082 59,182 503 1,098
Accrued income & 21 - - - - - - 457
prepaid expenses
Total assets 10,997 21770 45 z 1,352 114,802 —5203 3.364
LIABILITIES
Stockholders’ equity 5,352 3.355 (150) - 179 77,050 (1,222) 492
Provision for risk 193 1.791 2 - - - 410 -
and charges
Employees’ 1,118 - - - - - 35 383
severance pay
Payables 4,312 16.624 191 - 1,173 37,752 1,280 2,472
Accrued expenses & 22 _ - _2 _ - - - - 17
deferred income
Total liabilities 10,997 21770 45 : 1352 114,802 —9503 3.364
INCOME
STATEMENT
Sdes 13.589 29.550 - - 1,790 4,739 - 2.997
Value of production 13.644 27.582 - - 1,790 4,739 15 3.237
Costs of production (11.828) (30.455) 9) (€4} (1,954) (12,299) 304 (3.094)
Difference between
value and cost of 1.816 (2.873) (9) (@) (164) (7,560) (289) 143
production
Financial (30) (568) - (©)] (35) 2 (5) (37)
management
Extraordinary 79 (809) - - 76 - 507 2
management
Taxes 873 58 _- - - - - (103)
Net profit (loss) 992 (4.192) 9 a9 (123) (1.558) —=213 —1
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STATEMENT OF CASH FLOWSFOR THE FINANCIAL YEAR ENDED 2003
(thousands of Euro)

| 2003 | 2002 |
| A) Opening net financial position | (21,896) | (12,602) |
| B) Cash flow from operations (1,106) (2,888)
- Net profit (loss) (2,839 (4,880)
Amortization/Depreciation 679 851
Net change in provision for employees severance pay 321 366
Net change in provisions for risks 356 539
Allocations to provision for doubtful accounts 50 122
Allocations to provison for writedown of finished 69 114
products 253 -
Allocations to provision for writedown of raw materials
[B)ois  Capital increases | 3,982] |
| C) Cash flow from changesin current assets 11,884 (10,220)
Net decrease / (increase) in inventories 2,276 (259)
Net decrease / (increase) in trade accounts receivable 7,375 (7,305)
Net decrease / (increase) in receivables from subsidiaries 5501 (706)
and associated companies
Decrease / (Increase) in other receivables 275 (613)
Decrease / (Increase) accrued income & prepad 163 (193
expenses
(Decrease) / Increase in provision for tax (95) (142
(Decrease) / Increase in advances from customers 261 459
(Decrease) / Increase in trade payables (2,670) (1,905)
(Decrease) / Increase in payables to subsidiaries and (676) 334
associated companies
(Decrease) / Increase in other payables (391) 711
(Decrease) / Increase in accrued expenses &deferred| (283) (129)
income
Decrease / (Increase) in treasury stock 148 (472
| D) Cash flow from changesin fixed assets (6,414) 3,814
- Capitdisation of intangible fixed assets (144) (82
Purchases of tangible fixed assets (465) (256)
Sales of assets 46 13
Utilization of accumulated depreciation (14) 8
Decrease/ (Increase) in equity investments (5,1006) (5,049
Decrease / (Increase) in financia receivables (4,209 1,362
Decrease / (Increase) in guarantee securities - -
Allocations to provision on equity (+G/C) 3,378 7,831
| B Closing net financial position (13,550) (21,896)
Amounts due to banks (14,884) | (20,874) |
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Amounts due to other lenders (894)

(3694)
Cash and cash equivaents 2,228 2,155
Liquidity invested in repurchase agreements and/or - 517

government securities
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COMPENSATION PAID TO DIRECTORS, STATUTORY AUDITORSAND GENERAL MANAGERS
(information expressed in thousands of Eur o)

Asrequired by article 78 of Consob regulation No. 11971 approved on 5/14/99 a summary of the compensation paid to directors, statutory auditors and the general manager by Prima
Industrie SpA and the subsidiary companies, relating to the persons who held such appointments during the year 2003, is provided hereinbelow.

Surname and name Appointment Term of office Date on which the Remuneration for Non-monetary Bonuses and Other
appointment terminates the appointment benefits other incentives compensation
in the company (salaries)
which prepares
the Financial
Statements
PALMERI Aldo Chairman of the Board of | 1/01/03 — 12/31/03 Approv. Financial Statements 16,500 - - -
Directors Prima Industrie 2004
CARBONATO Gianfranco Chief Executive Officer Approv. Financial Statements
Prima Industrie 1/01/03 — 12/31/03 2004 268,000 Car 4,010 - -
DELLA ROSA GiuliaLuigia | Director Primalndustrie | 1/01/03 — 12/31/03 Approv. Financial Statements 5,500 - - -
2004
TAKANEN Francesco (2) Director Prima Industrie From 01/01/03 to Approv. Financial Statements 2,750 - - -
06/19/03 2004
RAFICY Mansour Director Prima Industrie From 8/28/03 to Approv. Financial Statements 1,833 - - -
12/31/03 2004
D’ISIDORO Sandro Director Prima Industrie | 1/01/03 — 12/31/03 Approv. Financial Statements 5,500 - - -
2004
MORFINO Giuseppe Director Prima Industrie | 1/01/03 — 12/31/03 Approv. Financial Statements 5,500 - - -
2004
MAZZOTTO Paolo Director PrimaIndustrie | 1/01/03 — 12/31/03 Approv. Financial Statements 5,500 - - -
2004
PEIRETTI Domenico Director PrimaIndustrie | 1/01/03 — 12/31/03 Approv. Financial Statements 5,500 - - -
2004
FORMICA Riccardo Chairman of the Board of | 1/01/03 — 12/31/03 Approv. Financial Statements 27,162 - - -
Statutory Auditors 2003
MOSCA Andrea Statutory auditor 1/01/03 - 12/31/03 Approv. Financial Statements 23,521 - - -
2003
PETRIGNANI Roberto Statutory auditor 1/01/03 — 12/31/03 Approv. Financial Statements 20,755 - - -
2003
RUGGERI Stefano Maria Alternate auditor 1/01/03 — 12/31/03 Approv. Financial Statements - - - -
2003
CODA Roberto Alternate auditor 1/01/03 — 12/31/03 Approv. Financial Statements - - - -
2003
DELLE PIANE Alberto Corporate General Manager | 1/01/03 — 12/31/03 - - Car 3,197 - 159,651
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BASSO Ezio General Manager 1/01/03 — 12/31/03 - Car 2,193 148,705
CARBONATO Gianfranco Chairman Prima 1/01/03 — 12/31/03 Approv. Financial Statements - 13,500
Electronics 2003

PEIRETTI Domenico Chief Executive Officer 1/01/03 — 12/31/03 Approv. Financial Statements

Prima Electronics 2003 Car 3,331 164,626 (3)
@ Determined on the accrual basis
2 The remuneration of Mr Takanen is charged by Investire Partecipazioni SpA
3 Of which €38,500 as remuneration for the appointment of Chief Executive Officer of Prima Electronics and €126,126 as remuneration as an employee in Prima Electronics
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subsidiary companies, relating to the persons who held such appointments during the year 2003, is provided hereinbel ow.

STOCK OPTIONSASSIGNED TO THE DIRECTORSAND GENERAL MANAGERS
Asrequired by article 78 of Consob regulation No. 11971 approved on 5/14/99 a summary of stock options assigned to the directors and general manager by Prima Industrie SpA and

Options held at the start of the Options assigned during the year Options exercised during theyear | Options | Options held at the end of the year
year lapsed
during
yr.
Name and | Appoint- | Number of | Average | Average |Number of | Average |[Average | Numberof|Average | Ave. market | Number | Number of| Average | Average
surname ment options | exercise | expiry options exercise | expiry options | exercise | price at | of options | exercise | expiry
price price price exercise date | options price

Gianfranco CEO 8000 Euro 13.11 | July 03 8000 Euro 7.883 | July 04 - - - 8000 8000 Euro 7.883 | July 04
CARBONATO | Pima

Industrie
Alberto Corporate | 4000 Euro 13.11 | July 03 6000 Euro 7.883 | July 04 - - - 4000 6000 Euro 7.883 | July 04
DELLE PIANE | general

manager
Ezo General 4000 Euro 13.11 | July 03 6000 Euro 7.883 | July 04 - - - 4000 6000 Euro 7.883 | July 04
BASSO manager

Prima

Industrie
Domenico CEO 4000 Euro 13.11 | July 03 6000 Euro 7.883 | July 04 - - - 4000 6000 Euro 7.883 | July 04
PEIRETTI Prima

Electronics

For further information on the terms envisaged by the Stock option plan, aswell as a general description of the main elements and objectives of same, kindly refer to the relevant
section in the report on operations.
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ASSETS

A. SUBSCRIBED CAPITAL UNPAID

B. FIXED ASSETS
1. Intangible assets
1) Formation, start-up and similar costs
2) Research, development and advertising costs
3) Industrial patent and intellectual
property rights

4) Concessions, licences, trademarks and similar rights
5) Goodwill
6) Assets under development and payments on account
7) Other intangible assets

IIl. Tangible assets
1) Land and buildings:
less: accumulated depreciation
2) Plant and machinery
less: accumulated depreciation
3) Industrial and commercial equipment
less: accumulated depreciation
4) Other tangible assets
less: accumulated depreciation
5) Assets under construction and payments on account

Ill. Financial fixed assets

1) Equity investments in:
a) subsidiaries
less: provision for losses related to shares
b) associated companies
c) other companies

2) Financial accounts receivable from:
a) subsidiaries
b) associated companies
c) parent companies
d) others

3) Other securities

4) Treasury stocks

TOTAL FIXED ASSETS (B)

C. CURRENT ASSETS
I. Inventories
1) Raw materials, consumables and supplies

PRIMA INDUSTRIE GROUP
CONSOL IDATED BALANCE SHEET

At 31 December 2003

2) Products in course of manufacture and semifinished goods

3) Contract work in progress

4) Finished goods and merchandise

5) Advances

less: provision for writedown of raw materials
less: provision for writedown of finished goods

Il. Accounts receivable
1) Trade accounts receivable
less: provision for bad debts (taxed and untaxed)
2) from subsidiaries
3) from associated companies
4) from parent companies
5) other accounts receivable

Ill. Current financial assets

1) Equity investments in subsidiaries

2) Equity investments in associated companies
3) Equity investments in other companies

less: provisions for losses related to shares

4) Treasury stocks

5) Other securities

IV. Cash and cash equivalents
1) Bank and postal accounts
2) Cheques
3) Cash and cash equivalents on hand

TOTAL CURRENT ASSETS (C)

D. ACCRUED INCOME AND PREPAID EXPENSES
1) Issue discounts and other similar charges
on loans
2) Other accrued income and prepaid expenses

TOTAL ASSETS

(in euros)
31-Dec-03
0
33.735
0
121.957
7.976
2.506.395
0
1.175.084 3.845.147
3.342.427 3.298.316
(493.650) 2.848.777 (396.885)
3.120.081 3.350.393
(2.309.026) 811.055 (2.287.258)
4.231.453 3.873.861
(3.490.732) 740.721 (3.320.107)
4.740.882 5.065.664
(4.087.355) 653.527 (4.189.899)
0 5.054.080
10.955 0
0 0
1.133.119 672.973
0 1.144.074 0
100.920 0
150.416 230.416
0 0
137.211 388.547 178.131
0
0 1.532.621
10.431.848
13.615.980
1.478.907
4.203.040
5.056.401
41.250
(1.834.924)
(995.212) 21.565.442
40.538.885 52.252.221
(1.541.789) 38.997.096 (1.462.661)
3.132
1.350.850
0
9.295.613 49.646.691
0
0
129
0
323.797
0 323.926
3.589.661
0
17.728 3.607.389
75.143.448
0
164.443 164.443

85.739.739

67.471
52.892

292.385
8.494
3.470.992
0

616.964

2.901.431
1.063.135
553.754

875.765
0

672.973

408.547
0
0

15.718.987
0
7.227.615
7.121.100
0
(1.589.982)
(400.336)

50.789.560
0
1.835.018
0

10.004.894

0

0

129

0
472.373
517.000

2.798.929
0
12.653

23.862
120.894

31-Dec-02

4.509.198

5.394.085

1.081.520

10.984.803

28.077.384

62.629.472

989.502

2.811.582

94.507.940

144.756

105.637.499



PRIMA INDUSTRIE GROUP
CONSOLIDATED BALANCE SHEET

At 31 December 2003

(in euros)
LIABILITIESAND 31-Dec-03
SHAREHOLDERS EQUITY
A.SHAREHOLDERS EQUITY
I. Share capital 11.500.000
1. Share premium reserve 15.733.513
Ill. Revaluation reserves 0
IV. Legal reserve 729.550
V. Reserve for treasury stocks in portfolio 323.797
VI. Statutory reserves 0
VII. Other reserves 1.483.662
VIII. Profits (losses) carried forward 1.584.314
IX. Net profit (loss) (2.952.729)
XI. Reserve for exchange difference (672.668)
XIl. Consolidation reserve 0
TOTAL SHAREHOLDERS EQUITY - GROUP 27.729.439
X. Minority interest 0
TOTAL CONSOLIDATED SHAREHOLDERS EQUITY 27.729.439
B. PROVISIONS FOR LIABILITIESAND EXPENSES
1) Provisions for pension and similar costs 0
2) Provisions for income taxes 150.000
3) Other provisions 3.659.701
4) Provisions for deferred taxes 1.217.486 5.027.187
C.EMPLOYEES
SEVERANCE PAY 4.163.618
D. ACCOUNTSPAYABLE
1) Bonds 0
2) Convertible bonds 0
3) Amounts due to banks 22.888.373
4) Amounts due to other lenders 3.042.379
5) Payments on account 1.440.977
6) Trade accounts payable 17.553.869
7) Notes payable 0
8) Accounts payable to subsidiaries 11.528
9) Accounts payable to associated companies 0
10) Accounts payable to parent company 0
11) Taxes payable 958.319
12) Amounts owing to social
security institutions 821.644
13) Other accounts payable 1.655.857 48.372.946
E. ACCRUED LIABILITIESAND DEFERRED INCOME
1) Issue premiums 0
2) Other accrued liabilities and deferred income 446.549 446.549
TOTAL LIABILITIESAND SHAREHOLDERS EQUITY 85.739.739

0

150.000
3.322.050
1.257.986

0
0

37.207.690

5.375.386
1.126.542

21.412.213

0
0
0
0
1.287.713

1.095.839
1.630.947

0
814.961

31-Dec-02

10.375.000
12.890.823
0

714.740
472.373

0
6.214.908
1.728.010
(5.023.517)
(123.894)
0

27.248.443
0
27.248.443

4.730.036

3.707.729

69.136.330

814.961

105.637.499



PRIMA INDUSTRIE GROUP

MEMORANDUM ACCOUNTS
At 31 December 2003
(in euros)

31 December 2003
1. Guarantees given

a) Bank guarantees given to:

31 December 2002

- subsidiaries 0 0
- associated companies 0 0
- parent companies 0 0
- subsidiaries under parent companies control 0 0
- other companies 63.571 63.571 69.881 69.881
b) Sureties given to:
- subsidiaries 0 0
- associated companies 0 0
- parent companies 0 0
- subsidiares under parent companies’ control 0 0
- other companies 0 0 0 0
c) Other guarantees given to:
- subsidiaries 0 0
- associated companies 0 0
- parent companies 0 0
-subsidiaries under parent companies control 0 0
- other companies 0 0 0 0
Total guarantees given 63.571 69.881
2. Collateral guarantees
a) for accounts payable and third parties bonds
- subsidiaries 0 0
- associated companies 0 0
- parent companies 0 0
- subsidiaries under parent companies' control 0 0
- other companies 0 0 0 0
b) for accounts payable included in the financial statements 0 0
c) for other own bonds 0 0
Total collateral guarantees 0 0
3. Commitments
a) purchase commitments 0 0
b) sale commitments 1.970.359 0
c) leases falling due in the short term 37.566 50.022
Total commitments 2.007.925 50.022
4., Contingencies
) bills discounted 599.681 107.426
b) other 0 0
Total contingencies 599.681 107.426
5. Other memorandum accounts
a) Repurchase commitments 4.789.784 1.764.513
b) Company goods held by third parties 4.026.992 4.640.328
c) Bank guarantees given by third parties on our behalf 3.851.521 2.791.265
Total other memorandum accounts 12.668.297 9.196.106
15.339.474 9.423.435




PRIMA INDUSTRIE GROUP

CONSOLIDATED INCOME STATEMENT
At 31 December 2003

(in euros)
A.VALUE OF PRODUCTION
1) Revenues from sales and services
2) Changes in inventories of work in process, semifinished and finished goods
3) Changes in contract work in progress
4) Capitilisation of internal construction costs
5) Other revenues and income
a) operating grants
b) sundry 1.630.084
2.552.248
TOTAL VALUE OF PRODUCTION (A)
B. COSTSOF PRODUCTION
6) Purchase of raw materials, consumables and supplies
7) Service expenses
8) Leases and rent costs
9) Personnel expenses :
a) salaries and wages (17.134.461)
b) social security (5.111.151)
c) employees' severance pay (746.746)
d) pension and similar costs 0
e) other (505.456)
10) Amortization, depreciation and writedowns
a) amortization of intangible assets (1.019.054)
b) depreciation of tangible assets (982.554)
c) writedown of tangible and intangible assets 0
d) provisions for writedown of current assets and cash and cash equivalents receivable (140.418)
11) Changes in inventories of raw materials, consumables, supplies and merchandise
12) Provisions for risks
13) Other provisions
14) Sundry operating expenses
TOTAL COST OF PRODUCTION (B)
OPERATING PROFIT (LOSS) (A-B)
C. FINANCIAL INCOME AND EXPENSES
15) Investment income
a) dividends and other income from subsidiaries 154.530
b) dividends and other income from associated companies 0
c) dividends and other income from other companies 0
16) Other financial income:
a) from accounts receivable included in fixed assets 0
- from subsidiaries 546
- from associated companies 0
- from parent companies 0
- other 0
b) Fixed securities other
than shares 0
c) current securities other
than shares 0
d) income other than above
- interest and commissions from subsidiaries 0
- interest and commissions from associated companies 0
- interest and commissions from parent companies 0
- interest and commissions from others and 2.296.809
sundry income
17) interest and other financial expenses
a) due to subsidiaries 0
b) due to associated companies 0
c) due to parent companies 0
d) other (3.869.677)

TOTAL FINANCIAL INCOME AND EXPENSES (C)

31-Dec-03

94.999.959
(2.247.731)
(1.112.545)

372.315

1.630.084

93.642.082

(44.449.329)

(17.954.871)
(1.729.245)

(23.497.814)

(2.142.026)
(1.598.617)
(657.578)

0
(1.023.389)
(93.052.869)

589.213

154.530

2.297.355

(3.869.677)

(1.417.792)

1.480.899

(19.707.059)
(5.214.708)
(693.279)

0

(353.031)

(1.432.868)
(1.084.257)
0

(129.874)

168.750
0
0

ooooo

0
0
0
1.290.824

0
0
0
(3.417.494)

31-Dec-02

100.527.764
(1.778.822)
302.351
163.931

1.480.899

100.696.123

(53.160.273)

(20.119.531)
(1.889.399)

(25.968.077)

(2.646.999)
1.455.333
452.269

0

(1.342.890)
(103.219.567)

(2.523.444)

168.750

1.290.824

(3.417.494)

(1.957.920)



D.VALUE ADJUSTMENTSTO FINANCIAL ASSETS
18) Revaluations of:

a) equity investments 0

b) financial assets 0

c) current securities 0 0
19) Writedowns of:

a) equity investments (48.693)

b) financial assets 0

) current securities 0 (48.693)
TOTAL VALUE ADJUSTMENTSTO FINANCIAL ASSETS (D) (48.693)

E. EXTRAORDINARY INCOME AND EXPENSES
20) Extraordinary income:
a) gains on disposal of assets 55.291
b) other extraordinary income 520.856 576.147
21) Extraordinary expenses:
a) losses on disposal of assets

b) taxes for prior years (228)
c) other extraordinary expenses (1.782.094) (1.782.322)
TOTAL EXTRAORDINARY INCOME AND EXPENSES (E) (1.206.175)
PROFIT (LOSS) BEFORE INCOME TAXES(A -B+- C +-D +-E) (2.083.447)

22) INCOME TAXES:

- current income taxes (1.582.358)
- deferred income taxes 713.076
23) NET PROFIT (LOSS) (2.952.729)
PROFIT (LOSS) ATTRIBUTABLE TO MINORITY INTEREST 0
PROFIT (LOSS) ATTRIBUTABLE TO THE GROUP (2.952.729)

We hereby certify that these financial statements comply with the accounting records.

For the Board of Directors
The Managing Director
Mr Gianfranco CARBONATO

0
0
0

(938.468)

0
0

544

0
(150.000)

(938.468)

(938.468)

544

(150.000)

(149.456)

(5.569.288)

(2.162.631)
2.708.402

(5.023.517)

0

(5.023.517)



THE PRIMA INDUSTRIE GROUP

CONSOLIDATED FINANCIAL STATEMENTSAT 12/31/03

NOTESTO THE FINANCIAL STATEMENTS

1 GROUP ACTIVITIES

PRIMA INDUSTRIE SpA's corporate misson is the design, manufacture and sale of electrical
and dectronic equipment, ingruments, machines and mechanica systems and the related software
programs for use in industrid automation or in other sectors in which the company's technology
may be usefully employed.

The company is dso cgpable of providing indudtrid services of a technicd, planning and
organizationd nature in the field relaing to the production of capitd goods and indudtrid
autometion.

The company's main business is focused in the sector of laser machines for cutting and welding.

PRIMA ELECTRONICS SpA's corporate misson is the design, manufacture and sde of
mechanical, eectricadl and dectronic equipment, sysems and inddlations and the relevant
software programs.

The company may aso acquire and grant manufacturing licences.

PRIMA NORTH AMERICA Inc. (incorporated in terms of American law) has three divisons

- the Convergent Lasers Division: which designs, manufactures, sells and renders assstance in
respect of industrial lasers throughout the world.
the Laserdyne Systems Divison: which designs, manufactures, sdls and renders assstance in
respect of Laserdyne systems throughout the world. These systems are specidized in the use
of lasers for the production of components for aeronautic motors and turbines for the
generation of energy.
the Prima Laser Tools Divison: which is engaged in the sde and ingtalation in North America
of Prime Indudtrié's products, as well as the provison of technical assstance in respect
thereof.

PRIMA INDUSTRIE GmbH, a company incorporated in terms of German law, is primarily
engaged in providing after-sales service. Since the 1996 financia year and also because of the
commercia agreement with Matra-Werke, the company has been dormant.



Prima Indudtrie Internationad BV (a company incorporated in terms of Dutch law), was placed
into liquidation during the course of the 2003 financid year.

PRIMA SCANDINAVIA AB (incorporated in terms of Swedish law) carries out management
and promotiona activities and aso provides assstance for Prima Indudtri€'s products on the
Scandinavian market. 1t commenced its operaions at the end of the 2003 financid year and
therefore it has not been included in the consolidation of the Financid Statements, which closed at
12/31/03 in that it was not dgnificant.

PRIMA UK (a.company incorporated in terms of English law) was incorporated on the 12/03/03
and with effect from 01/01/04 it took over the activities of the English branch of Prima Indudtrie.
It will be included in the consolidation with effect from the 2004 financid year.

2. FORM AND CONTENT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

The Consolidated Financid Statements of the Prima Industrie Group are comprised of the
Financid Statements of Prima Industrie Sp.A, which is the parent company, Prima Electronics
SPA, Prima North America and Prima Industrie GmbH, which companies are dl wholly-owned
subsdiaries.

These companies are consolidated using the full consolidation method. The companiesincluded in
the area of the consolidation are listed in the Appendix.

The reference date for the Consolidated Financid Statements coincides with the closure of the
Financid Statements of the parent company.

The Financid Statements that have been used are those that were put forward to the stockholders
and members of the individual companies by the respective adminigtrative and controlling bodies.
These statements are reclassified and, where necessary, aso modified to render them consstent
with the sandard accounting principles within the group and to diminate the effects of adjusments
mede purely for the purposes of compliance with tax legidation. These adjustments are reflected
in the “Connection between the Stockholders Equity and the Financia Results of Prima Industrie
SpA and the Stockholders Equity and the Financid Results of the Consolidated Financid
Satements’.

All amounts are expressed in thousands of Euro.

3. CONSOLIDATION PRINCIPLES

The subsdiaries are included in the consolidated accounts using the full consolidation method,
which essentidly conssts in the assumption of the assats and liabilities, as well as the income and
expenditure of the individuad subsidiary companies.

Where present, the sum of the capital and the reserves of subsdiaries that corresponds to the
minority interest is recorded under the item of stockholders equity caled “Minority interests in



capital and reserves’. The share of the consolidated result corresponding to the minority interest is
recorded under “Profit (loss) for the year pertaining to minority interests’.

The main adjustments to pass from the smple aggregation to the consolidation of the Baance
Sheets and Income Statements are the following:

the dimination of the equity investments in companies included in the area of consolidation and
the dimination of the corresponding portion of stockholders equity. If this dimination gives
rise to a negative difference, it is recorded under the item of stockholders equity caled
“consolidation reserve’; if it causes a pogtive difference, it is included, where possble, in the
assts of the companies included in the consolidation or where ever the conditions exist then
the positive differenceis recorded in the asset item cdled "consolidetion difference’;

the dimination of the recalvables and payables between the companies included in the
consolidation, as well as the revenues and expenses arising from transactions between Group
companies, in addition profits and losses resulting from transactions between these companies
and rdaing to vaues included in the equity, are dso diminated if they are Sgnificant;

the reversa of vaue adjustments and provisions made purely in order to comply with tax laws,
taking account of the related tax effect (where the necessary conditions exist);

the conversion of the Financia Statements that were expressed in a currency different from the
Euro was effected using the average exchange rate for the financid year for the Income
Statement entries and using the current exchange rate at the end of the financid year for the
Baance Sheet items.

The differences arising out of the gpplication of the two exchange rates and those originating
from the converson of the opening items of stockholders equity at the current exchange rate
a the end of the financid year compared to those that applied at the end of the previous
financid year are recorded in an appropriate reserve under stockholders equity called
"converson reserve'.

The exchange rates used in converting the Financial Statements of companies expressed in
currencies other than the Euro are the following:

C Average exchangerate Current exchangerate
urrency ) ]
for thefinancial year at year-end
2003 2002 2003 2002
Euro/US dollar 1.13116 0.944906 1.2630 1.04870



4. VALUATION CRITERIA

The valudion criteria are the same as those usad in the annud Financid Statements of the
company that prepares the Consolidated Financia Statements. The criteria are consstent with
those used in the previous financid year.

The assets and lidbilities are vdued using uniform criteria

The vauetion criteria are set out below.

Intangible fixed assets

Intangible assets are valued at purchase price reduced by amortization, which is effected taking
into account the remaining useful life of the assets.

Gooadwill relates to the recording of the difference between the assets and ligbilities acquired in
Laserdyne Prima and Convergent Prima, which are now merged in Prima North America Inc.
Goodwill is amortized over ten years. Other long-term expenses have been recorded in the
Financial Statements subject to the agreement of the Board of Statutory Auditors and are
amortized over aperiod of five years, except for costs, which extend over the life of the asset and
extraordinary maintenance on leasehold property, which are amortized over the life of the
contract.
Advertisng costs are entirely charged to income in the financial year when they are incurred.

The amortization criteria adopted for the various items in Intangible fixed assets are set out below:

- Plant and expansion costs Syears

- Industrid patent and

intellectud property rights 5/3 years

-Concessions, licences, trademarksand smilar rights 10 years

- Goodwill 10 years

- Others 5 yeard/duration of the contract

With respect to the above we specify the following:

the criterion adopted for the amortization of indudtria patent and intellectud property rightsis
consdered to be in keeping with the estimated period of the future benefit of the assets,

insofar as the item Other intangible fixed assets is concerned the criteria depends on the
various types of costs capitdized and more precisaly:

- fiveyearsfor extraordinary maintenance and long-term costs

- over thelife of the lease agreement for leasehold improvements.



Tangible fixed assets

Tangible fixed assets are Stated at purchase or production cost, adjusted, in some cases, in the
application of specific legidation deding with monetary aignment. Cogt includes additiond
expenses chargeable to the asst.

Tangible fixed assets are depreciated using the straight-line method on the basis of the economic-
technicd rates determined in relation to the remaining estimated useful life of the asst.

Ordinary maintenance codts are entirely charged to the Income Statement. Maintenance codts,
which extend over the life of the asset, are charged to the assats to which they refer and
depreciated over the remaining estimated useful life of the asset concerned.

Thefollowing depreciation rates have been gpplied:

Indugtria premises 3%
Light congtructions 10%
Generd plant 10%
Plant and machinery 10-15.50%
Meta dies 25%
Equipment and tools 25%
Electronic office equipment 20%
Furniture, fixtures and office equipment 12%
Handling equipment 20%
Motor vehicles 25%
Cdlular telephones 20%
Handling equipment 20%

The abovementioned rates, reduced by 50 per cent, were applied to the additions during the
financid year.

L eased assets

Where |leases have a subgtantia vaue, the underlying asset is recorded in the Balance Sheet at its
norma value a the sart of the contract and the relevant payable is shown as aliability.

The depreciation of assets under leasing agreements is caculated on the straight-line method,
taking into account the remaining estimated useful life of the assets. The depreciation rates gpplied
arein line with those used to depreciate tangible fixed assats.

Lease instaments are split between the financia expenses and the reduction of the residua dett.



Equity investments

Non-consolidated equity investments are vaued using the cost method and the vaue recorded in
the Financia Statements is determined on the basis of the purchase or subscription price, adjusted
whenever & the time of closng the accounts the equity investment has a vaue, which is
persistently below cost.

Where a writedown is made, the original value will be restored in successve financid yearsiif the
factorsthat caused the writedown no longer apply.

The vaues that flow from the use of this method of vauation for the equity investments in non-
consolidated subsdiaries and for associated companies are not ggnificantly different from the
vauation using the equity method envisaged by the accounting principle of reference.

Inventories

Raw materids are vdued at the weighted average purchase price during the year, adjusted for
datutory purposes by an adequate provison for writedowns to take account of the estimated
redizable vaue. Contract work in progress is valued at the average progressive cost during the
year a the time the materias are requisitioned increased by the average hourly industria cost of
labour for interna work and by the cost price for externa work.

Finished products are vaued in the same way as contract work in progress. The values
determined as set out above are below market vaues.

Receivables

Recelvables are sated at their nomina vaue.

The vaue is reduced to the edimated redizable vaue by a suitable dlowance for doubtful
accounts.

The alowance for doubtful accounts is increased with amounts alocated as a matter of prudence
in relation to the risk of some credit postions.

Accrualsand deferrals

Accruds include the portion of income or expenses that relate to more than one financid yesr,
dready partidly due in the current financid year and to be recaeived or paid in future periods.
Deferrds are portions of codts or income paid or received in the current year but referring to the
financid year or future periods.



Provisionsfor risksand charges

The provisons for risks and charges are set aside to cover losses or ligbilities whose existence is
certain or probable, but in respect of which a year end, the amount or the date on which they will
arise could not be determined. The alocations made reflect the best possible estimates based on
the available information.

Employees severance pay

Employees severance pay is set asde to cover the entire liability matured as regards employees
in conformity with the Itdian legidaive provisons in force, the nationd collective labour
agreements and supplementary corporate agreements. This liability is subject to revauation based
on indices.

This inditution does not exist in the USA where insteed, employees have a penson and a hedlth
plan that is accounted for as payables to third party inditutions that manage such services, in
accordance with the rules of law and local agreements.

Payables

Payables are sated at nomina vaue.

Recognition of revenues

Revenues from the sde of products are accounted for according to the accrud principle and are
recognized at the time of the transfer of ownership, which generaly coincides with ddlivery.
Revenue from servicesis recorded a the time the service is completed.

The transactions, which relate to the financid year just ended but in repect of which the related
document (the invoice) will beissued in the next year are recorded in the invoicesto be issued.

Accounting for grants

The accounting treatment adopted in respect of grants depends on whether the grant is an
operating grant, a grant related to assets or a set-up grant. In the case of operating grants, both
the gatutory recording of the postive portion of the income, as well as the recording of its
taxability, takes place according to the accrud principle, which makes reference to the year in
which the legd entitlement to the receipt of the grant comes into force and the amount to be
received becomes certain. This will normaly be in the same year as the year when the resolution
assigning the grant is adopted.

In the case of grants related to assets, the revenue is recorded for statutory purposes on an
accrud bass and the time frame is established with reference to the stipulation of the contracts
with the entities paying the grants or in certain cases with reference to the approva of the contract
by the competent authorities. Such grants are taxable on congtant rates, over a maximum period
of five years, sarting from the financid year in which the grant is recelved.

There are no set-up grants.



Conversion of itemsin foreign currency

Receivables and payables originaly expressed in foreign currency are converted into Euro at the
historical exchange rates at the date of the relative transactions. Exchange differences arising at the
time of collection or payment of debtsin foreign currency are recorded in the Income Statement.

Receivables and payables in a currency other than the Euro, payable after the close of the
financid year, have been adjusted to the exchange rates in force a the date of the Financid
Statements and the positive and/or negative difference that originated from the converson was
accounted for in the Income Statement, as well as in the Balance Sheet in application of
accounting principle No. 26.

Resear ch and development costs

Research and development codts refer to the study and design of new products, as well as the
improvement and maintenance of existing ones. These costs are charged to the Income Statement
in the financid year in which they areincurred.

I ncome taxes

Income taxes are caculated applying the tax provisons to estimated taxable income, taking into
account any gpplicable tax relief. In addition, the receivables for prepaid taxes originating from the
previous tax losses, which can be carried forward were partialy recorded. The deferred tax
ligbilities are recorded in the item "Provisions for taxes'. The deferred tax assets are recorded in
theitem " Other recavables'.

Deferred income taxes arise whenever temporary differences exist between the result for the
purposes of the statutory accounts and the result relevant for the purposes of current taxation. The
tax effects of current temporary differences have been deferred and charged to the future financia
periods in which these differences will no longer exist. They are computed by gpplying the tax rate
estimated to be in force at the time of their discharge, being the best estimate of the utilization rate.
The provison for deferred taxes and the credit for taxes paid in advance have not been off set.
Deferred tax assets are recorded only if there is a reasonable certainty of recovery.



5. OTHER INFORMATION

Exceptions under paragraph 4 of article 2423 of the Italian Civil Code.

The Financid Statements contain no exceptions as would be permitted by paragraph 4 of Article
2423 of the Itdlian Civil Code.

Under Article 10 of Act 72/83 it is specified that the tangible fixed assets include assets that were
revalued in terms of the provisions of Act 576 of 12/02/75, Act 72 of 03/19/83 and the more
recent Act 342 of 11/21/00.

These revauations, which are however not sgnificant, are set out in the rlevant schedule.

Valuation criteria

The vauation criteriaused in the previous financia year were not changed.

Significant subsequent events

In relation to the ggnificant events occurring after year-end, kindly refer to the report on
operations.

Reclassifications

In drawing up these Financid Statements, in some cases certain of the items have been
reclassfied.
In these ingtances the change in classfication with respect to the previous financid year is
adequatdly explained at the foot of the individua groupings in the Notes to the Financid
Statements.



1)

2)

3)

COMMENTSTO THE MAIN ASSET ITEMS

FIXED ASSETS

INTANGIBLE FIXED ASSETS

Theitem Plant and expansion cogts relates to the capitaization of the interna costs incurred by the

company during 2000 for the expansion of the production area of Prima Industrie SpA in the new
adjoining factory leased during the course of that financid year. These codts, with a resdud
balance of 67 thousand Euro as at 01/01/03 were amortized during the year in an amount of 34

thousand Euro. At 12/31/2003 there is aresidud cost to be amortized of 33 thousand Euro.

At 01/01/03 Research and devel opment costs were made up of research and development costs

incurred in 1999, which were completely amortized for an amount of 53 thousand Euro in the

2003 financid year.

Research and development costs do not include such cogsts for the years subsequent to 1999

ance, in these financia years they were entirely expensed to income.

Indudtria patent and intellectud property rights include the following a year-end:

Balance Balance
12/31/2003 12/31/2002
- Industrial patent rights
- Patents 71 48
- Intellectual property rights
- Software 51 244
Total 122 292
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4)

5)

6)

In 2003, this item underwent an overal decrease of 170 thousand Euro. With respect to patents,
the increases during the year came to 51 thousand Euro and the decreases, as a result of
amortization for the year amounted to 28 thousand Euro. "Software” increased by 51 thousand
Euro and decreased by 238 thousand Euro owing to the amortization for the year and by 6
thousand Euro owing to the rate of exchange.

The item Concessons, licences, trademarks and smilar rights (equa to 8 thousand Euro)
decreased by 1 thousand Euro as aresult of amortization for the yeer.

Goodwill: Goodwill is the amount recognized as being due to the sdller for the acquisition during
2000 and 2001 of the activities that converged into the present Prima North Americalnc,, i.e. the
difference between the assets and ligbilities acquired. At 12/31/02 this item amounted to 3,471
thousand Euro and decreased by 481 thousand Euro as a result of amortization and by 484
thousand Euro as a result of differences in the exchange rate between the value at 12/31/2002
and the corresponding value at 12/31/2003 owing to the depreciation of the dollar. Accordingly,
at 12/31/03 goodwill amounts to 2,506 thousand Euro.

Theitem Other intangible fixed assetsincludes the following at year-end:

Balance Balance
12-31-2003 12-31-2002
- Leasehold improvements
--immovable property at No.32 ViaAntondlli, 127 140
Collegno
--immovable property a No.28 Via Antonelli, 148 148
Collegno
-- branch offices: France 12 13
-- branch offices: Spain 22 26
-- PrimaNorth America Inc. factories 713
-- Prima Electronics factory 2 3
- Other long-term expenses 151 287
Total 1175 617

In total during the financid year there were increases totaling 816 thousand Euro for codts relating
to the restructuring of the two premises of Prima Industrie in Collegno (42 thousand Euro) and the
fitting out of the factories of Prima North America Inc. (774 thousand Euro). In the fird few
months of 2003 the activities of Prima North Americainc. were transferred from the old premises
to the two new factories. The Laserdyne Systems division moved to the premises in Champlin and
the Convergent Lasers and Prima Laser Tools divisons were transferred to the premises in
Chicopee. The portion relative to the decrease for amortization for the year was 184 thousand
Euro.

11



8)

The additiona decrease of 74 thousand Euro was caused by the exchange rate.

7) TANGIBLE FIXED ASSETS

The detalls are asfollows:

Value of asset Accumulated Balance at Balance at

depreciation 12-31-2003 12-31-2002
Land and buildings 3,342 (493) 2,849 2,901
Plant and machinery 3,120 (2,309) 811 1,063
Industrial and commercial equipment 4231 (3,491 741 554
Other assets 4741 (4,087) 653 876
Total 15434 (10,380) 5,054 53%4

The total amount of ordinary depreciation charged in the financid year was 983 thousand Euro.
Ordinary depreciation is calculated at rates consdered representative of the estimated useful life

of the related tangible fixed assets.

The overd| gross increase in assets equd to 745 thousand Euro relates to land and buildings (for
57 thousand Euro), to the purchase of plant and machinery (for 22 thousand Euro), factory
equipment (for 489 thousand Euro) and other assets (for 177 thousand Euro).

For further details see the related schedule enclosed herewith.

FINANCIAL FIXED ASSETS
Equity investments

In detail, these are asfollows:

Balance Inc. Dec. Balance
12/31/02 12/31/03
Unconsolidated subsidiaries
- Prima Scandinavia AB 1 1
Total unconsolidated subsidiaries 11 1
Associated companies
- Macro Meccanica S.p.A. (in liquidation) 413 413
- Provision for writedown Macro Meccanica S.p.A. (413) (413)
(in liquidation)
- Shenyang Prima Laser Machine Company Ltd 498 498
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- Provision for writedown Shenyang (166) (49) - (215)
-MLTA Sl 10 - - 10
- SNK PrimaCo. 330 60 - 390
- Mechanical Industries Srl 105 - - 105
- Provision for writedown Mechanical Industries Syl (105) - - (105)
- Shanghai Unity Prima Laser Machine Co. Ltd - 450 450
Total associated companies 672 461 - 1,133

Other companies
- Rambaudi Industriale SpA 775 - - 775
- Provision for writedown Rambaudi I ndustriale SpA (775) - - (775)

Total other companies

Total equity investments 672 472 - 1,144

During 2003 Prima Scandinavia AB was incorporated in respect of which Prima Industrie
acquired 100% control for an amount of 11 thousand Euro (the amount of the capita stock
subscribed for).

As regards equity investments in associated companies, the investments in Macro Meccanica
SpA (placed into liquidation at the end of 1999) and in Mechanicd Industries (which was placed
into liquidation on the 28-31/03/2003) are carried in the Financid Statements at anil balance.

The joint venture, which was established in China in 1999 in collaboration with Shenyang
Machine Tool Company Limited and in which we have a 50% dtake (cdled Shenyang Prima
Laser Machine Co Ltd.) manufactures the Plaino for the Asan market (by assembling kits sent
by Prima Industrie) and takes care of the related marketing. During the course of 2003 the joint
venture incurred a loss for the year equd to 98 thousand Euro in respect of which an amount
equa to the stake held, was set aside in the Provision for writedowns.

M.L.T.A.: isan indugtrid eectronics company in which Prima Electronics acquired a smal equity
interest (7.7 per cent corresponding to gpproximately 10 thousand Euro) in that the investment is
useful for the industrial development of its products.

The equity investment in the Japanese joint venture SNK Prima Co. was increased during the
financid year by an amount of 60 thousand Euro as a result of Prima Industri€'s incressing its
stake from 40 to 50 per cent by taking over, together with SNK, the stake previoudy held by
HANWA.

In addition, during December 2003 a stake of 27.5 % in the Chinese company Shangal Unity
Prima was acquired. This took place by means of the subscription for an increase in the capitd
gock. The acquidtion totaled 450 thousand Euro, which was the amount of the increase in

capital.
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9)

10)

11)

12)

The equity invesment in Rambaudi Industrile SpA (which was placed into liquidation by the
Court of Turin on 09/30/ — 10/27/03) is dso 4ill reflected a a nil baance in the Financid
Statements, among the Equity investmentsin other companies.

Financial receivables from subsidiaries

Thisitem amounts to 101 thousand Euro and reates to funds transferred to Prima Scandinavia SB
after the recent acquisition, for the start-up of the activity.

Financial receivables from associated companies

This item amounts to 150 thousand Euro and refers to recaivables clamed by Prima Industrie
from the associated company Mechanical Indudtrie S, rdating to the re-charging of the lease
ingtaments for its use of certain machine tools. There was no variation compared to the previous
financid year. In the light of this debt, during the last financid year dreedy, a Smilar amount was
alocated to the alowance for doubtful accounts.

Other financial receivables

This item amounts to 137 thousand Euro and refers to the tax paid in advance for employees
severance pay in 1997 and 1998, partidly used in set-off during the 2003 financia year. Thus the
item reduced from 178 thousand Euro at 12/31/2002 to 137 thousand Euro at 12/31/2003.

CURRENT ASSETS

INVENTORIES

At theend of the financid year the item is made up as follows:

Balance Balance
12-31-2003 12-31-2002

Raw materials, consumables and supplies 13,616 15,719
Work in progress and semifinished products 1479 -
Contract work in progress 4,203 7,227
Finished products 5,056 7,121
Advances 11 -
Provision for writedown of raw material inventories (1,835) (1,590)
Provision for writedown of finished product inventories (995) (400)

Total inventories 21,565 28,077
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The vaue of inventories declined by 6,512 thousand Euro following on from improved planning in
the management of raw materids and in consegquence of fewer systems being manufactured.

The provison for writedown of raw materias was increased by 433 thousand Euro through the
alocations made during the year by Prima Industrie and Prima North America and decreased by
188 thousand Euro as aresult of the exchange rate.

The provision for writedown of finished products was increased by 757 thousand Euro through
alocations made during the year by Prima Industrie and Prima North America and decreased by
114 thousand Euro through utilizations by Prima Industrie. The provison aso decreased by 48
thousand Euro as aresult of the exchange rate.

RECEIVABLES
13) Tradereceivables

At the end of the year thisitem is made up asfollows.

Balance Balance
12-31-2003 12-31-2002
Trade receivables 40,539 52,252
Allowance for doubtful accounts (1,542 (1,463)
Net value 38,997 50,789
of which due beyond one year 2,768 2,969

The subsgtantia reduction of 11,792 thousand Euro compared to the previous financid year is
linked to the improved management of collections and the recovery of receivables throughout
2003. Consequently the average number of days necessary for the collection of trade receivables
decreased from 184 daysin 2002 to 150 days in 2003.

The dlowance for doubtful accountsis made up as follows:.

1,050 thousand Euro for Prima Industrie (which made provisions of 50 thousand Euro);

164 thousand Euro for Prima Electronics (which utilized the provison in an amount of 1
thousand Euro);

328 thousand Euro for Prima North America (which made provisons of 204 thousand Euro
and used 123 thousand Euro). The additiona decrease of 51 thousand Euro was due to the
exchange rate.

Receivables due beyond one year

The total of the amount mentioned above refers to two Itdian customers, one French customer,
one lgadi customer and three Spanish customers of Prima Industrie, who were granted
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14)

15)

16)

extengons of time in respect of their payments, with appropriate interest being raised. The amount
aso relates to the pro solvendo Sabatini transactions.

Receivables from subsidiaries

The item in question includes amounts owed to Prima Industrie by Prima Scandinaviafor 3
thousand Euro.

Receivables from associated companies

At 12/31/2003 this item amounts to 1,351 thousand Euro (againgt the 1,307 thousand Euro at
12/31/2002) and is made up of the following amounts owed to Prima Industrie: 1,307 thousand
Euro by Shenyang Prima Laser Machines Company; 43 thousand Euro by Mechanical Industries
and 1 thousand Euro by the joint venture, Prima SNK. There is an overdl reduction of 484
thousand Euro compared to the previous financid year.

Following on from Mechanicd Indudtries Sr.L being placed into liquidation, an amount to cover
the sum clamed for advances againg orders was alocated to the alowance for doubtful
accounts.

Other receivables

The details are as follows:

Balance Balance
12-31-2003 12-31-2002

Tax authoritiesfor direct taxes 2,198 3,265
Receivablesfor prepaid deferred tax assets 5294 5,068
VAT 47 91
Grantsto be received in respect of assets 890 474
Security deposits 87 120
Advances to employees 27 33
Sundry other advances 459 250
Other sundry receivables 293 704

Total 9,295 10,005

The balance at 12/31/03 decreased by 710 thousand Euro with respect to the previous financia
year.

Thisitem is mainly comprised of amounts due from the tax authorities for direct taxes of previous
financia years (in repect of which a refund was requested), including the accrued interest on such
amounts, calculated at the rates prescribed in terms of the applicable fiscd provisons, as well as
the taxes paid in advance during the financia year, for an overdl amount of 2,198 thousand Euro.
At the end of 2003, the parent company collected the amount due from the tax authorities in
respect of the refund for the 1990 IRPEG, amounting to gpproximeatey 440 thousand Euro.
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17)

Also noteworthy is the portion of the amount due as a deferred tax asset (equa to 5,294
thousand Euro).
Thisamount relatesto:
843 thousand Euro, dlocated by Prima North America mainly in connection with the tax loss
of the 2001 financia year
3,740 thousand Euro, alocated by Prima Industrie, in connection with the losses on investees
(2,442 thousand Euro), the dlocations to the provisions for risks (1,084 thousand Euro) and
other temporary changes (214 thousand Euro)
67 thousand Euro alocated by Prima Electronics in connection with temporary changes
644 thousand Euro, derived from the consolidation adjustments relating to the adjustments of
the amortization of start-up, goodwill and software (350 thousand Euro), the reversds of
profit in stock (198 thousand Euro) and to the capitdl gains on the sale of licences to the joint
ventures (96 thousand Euro)
Further detalls regarding this item can be found in the comments in the section of the Income
Statement items relating to taxes.

The sundry other advances refer to payments made to a number of suppliers before the delivery
of the goods and/or service.

The item "Other recaivables' includes tax credits on dividends recelved during the 2003 financid
year in an amount of 155 thousand Euro, in addition to many other minor items amounting to 138
thousand Euro.

These recelvables are due within one year and are al collectable, thus no writedowns have been
meade to adjust their values.

CURRENT FINANCIAL ASSETS

Equity investmentsin other companies

The sum of 0.1 thousand Euro refers to Prima Indudtri€'s equity investment in Unionfidi, and is
unchanged with respect to the previous financid year.

18) Treasury stock

This refers to the vaue of treasury stock held in the parent company’s portfolio a 12/31/03
pursuant to a buy-back operation carried out in compliance with a resolution to this effect by the
stockholders at an Extraordinary Meeting held on 05/15/2002. The item amounts to 324
thousand Euro, equa to 47,000 treasury stock with a weighted average price of 6.8893 Euro
esch.
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19) CASH AND CASH EQUIVALENTS

Balance Balance
12-31-2003 12-31-2002
- Bank and postal accounts 3,590 2,799
- Cash and cash equivalents on hand 17 13
Total 3,607 2812

The item refers to funds that are immediately available as they are deposited in current accounts

or held as cash on hand by the Group.

20) ACCRUED INCOME AND PREPAID EXPENSES

At December 31 this item totaled 164 thousand Euro, compared with 145 thousand Euro at

12/31/02. The details are as follows:

Balance Balance
12/31/03 12/31/02
L oan charges

- IMI loan 24
Total issue discounts 24
Accrued income 5 19
Prepaid expenses 159 102
Total accrued income, prepaid expenses and discounts 164 145

The tota baance increases by 19 thousand Euro compared to the previous financia yesr.

Theitem "loan charges' is related to the accessory brokerage fees for the securing of the medium-
long term loan granted to us by San Paolo IMI in 1999. The amortization of these charges is

over, in that the loan was extinguished in September 2003.

The accrued income mainly refersto travel expensesin an amount of 5 thousand Euro.

Prepaid expenses include invoices from suppliers, invoices from customers for maintenance and

INsurance premiums.
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COMMENTSTO THE MAIN LIABILITY ITEMS

21) STOCKHOLDERS EQUITY

The changesin Stockholders Equity are set out in an enclosure to the Notes.

The main components of Stockholders Equity and the related changes are described below:

22) CAPITAL STOCK

23)

Capita stock at December 31, 2003 is fully subscribed for and paid-in and consigts of 4,600,000
ordinary shares with a par vaue 2.5 Euro each, for atota of 11,500,000 Euro. The capitd stock
was increased by 450,000 new ordinary share with a par value of 2.50 Euro each for a total
amount of 1,125,000 Euro, as aresult of the increase in capital subscribed for on 02/11/03.

During 2003 the stock options assgned on 02/14/02 to executives, officers and front-line
managers of Prima Industrie and the subsidiaries for 142,600 share were not exercised. Thiswas
partly due to the fact that the pre-established company objectives were not achieved and partly
due to the fluctuation in the stock trend (which remained consstently lower than the exercise price
of therights equa to 13.11 Euro per share).

On 05/15/03 the Board of Directors of Prima Industrie re-assigned a total of 90,400 shares that
had not been utilized by previous plans, which were not converted, to be exercised in July 2004,
a aprice of 7.88 Euro per share, on the basis of the achievement of the 2003 turnover and profit
margins of Prima Industrie and the Group.

For additiona information on the stock option plans, reference should be made to the appropriate
section in the report on operations.

SHARE PREMIUM RESERVE

Thisitem is generated by the share premium on the issue of the new stock compared to their par
vaue of 2.5 Euro; during the 2003 financia year the reserve increased by 2,843 thousand Euro
as areault of the increase in capitd of 02/11/03 that was subscribed for in an amount of 8.85
Euro per share.
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24)

25)

26)

27)

LEGAL RESERVE

This item amounts to 730 thousand Euro (compared with 715 thousand Euro at 12/31/02) and
includes an dlowance of 15 thousand Euro that corresponds to the provison made by the
company at the time of the new stock issue againgt payment to keep account of the rounding off
difference that was crested a the time of the converson of the cepitd into Euro (from
18,000,000,000 Lire to 9,000,000 Euro).

RESERVE FOR TREASURY STOCK IN PORTFOLIO

In the 2003 financia year, as a result of the acquigition by the company of treasury stock, the
non-distributable reserve for treasury stock was adjusted, pursuant to Article 2357 ter of the
Itdian Civil Code. The reserve amounts to 324 thousand Euro, which is the vaue of the treasury
stock at 12/31/2003.

OTHER RESERVES

This item amounts to 1,484 thousand Euro (againgt the 6,215 thousand Euro 12/31/2002) and
includes the utilization of 4,880 thousand Euro to cover the result of the 2002 financid year of the
parent company. This item was increased by a sum of 149 thousand Euro to adjust the reserve
for treasury stock in portfolio.

PROFITS CARRIED FORWARD

Thisitem relates to the consolidation adjustments, whose effect on the sockholders equity spans
severd financia years. At 12/31/03 this item amounts to 1,584 thousand Euro, a decrease of 144
thousand Euro compared to the 1,728 thousand Euro of the previous financid year. This was
due to the effect of the gppropriation of the consolidated result for 2002 (5,024 thousand Euro)
net of the reclassfication to other reserves of the 2002 result of the parent company (4,880
thousand Euro).
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RESERVE FROM EXCHANGE DIFFERENCE

The negative exchange difference in an amount of 673 thousand Euro, originaes from the
application of the average rate of exchange of the financiad year to the Income Statement items
and of the current rate of exchange a year end to the Badance Sheet items in converting the
Financid Statements expressed in a currency other than the legal tender of the state (Prima North
Americalnc.).

This item increases by 549 thousand Euro compared to the previous financid year, as a result of
the trend of the US dollar.

PROVISIONS FOR RISKSAND CHARGES

29) PROVISION FOR TAXES
Thisitemis an dlocation of 150 thousand Euro made as a matter of prudence, pursuant to a tax

re-assessment issued by the Finance Police at the end of an audit that took place during 2002 on
the parent company.

30) PROVISIONSFOR RISKSAND CHARGES

The composition and movements of the item "Other provisons' are asfollows:

1/1/03 Allocations | Utilizations | 12/31/03

Provision for contractual risks and 3,025 3470 3,025 3470
charges
Provision for litigation risks 54 15 - 69
Provision for agents  customer 69 10 - 79
indemnity
Restructuring provision 80 40 80 40
Other provisions A - 92 2

Total in thousands of Euro 3322 3535 3,197 3,660

Other provisons are mainly represented by:

P The provison for contractua risks and charges relating to the provisions for the costs of
completing indalations and work on products under warranty thet will be carried out in the
next 12 months.

The amount "set aade" of 3,740 thousand Euro includes 2,001 thousand Euro alocated by
the parent company, 90 thousand Euro by Prima Electronics and 1,379 thousand Euro by
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31)

b

Prima North America. The provison decreases in an amount of 2,163 thousand Euro through
utilizations by the parent company, 80 thousand Euro by Prima Electronics and 650 thousand
Euro by Prima North America. It was further reduced by 132 thousand Euro due to
exchangerate.

Provigon for litigation risks and sundries: this increases with respect to the previous financid
year by an amount of 15 thousand Euro, which was dlocated by the parent company in
connection with potential future expenses relating to a dispute with an agent who no longer
works for the company.

Provison for agents customer indemnity: this refers to liabilities that could arise in the event
of cancellation by the company of agency contracts with Italian operators. The provison was
increased by 10 thousand Euro in 2003 on the basis of the rates established in terms of
current legidation governing the relaionship between agents and sales representatives and
their principals.

Regtructuring provision this refers to the dlocations carried out during previous financid years
in order to meet the restructuring costs of Prima North America. In 2003, 40 thousand Euro
was alocated to the provison and 66 thousand Euro was used to complete the restructuring
processes. The provison aso decreased by 14 thousand Euro as a result of the exchange
rate.

Other minor provisons (2 thousand Euro).

PROVISION FOR DEFERRED TAXES

The item includes the deferred tax liabilities, which were dlocated to the provison pursuant to
Accounting Standard No. 25 issued by the Italian Accounting Profession.

It totals 1,217 thousand Euro, a decrease of 41 thousand Euro compared to the previous year
(1,258 thousand Euro).

Thisamount relatesto:

965 thousand Euro alocated by Prima Industrie in connection with research grants (960
thousand Euro) and other minor temporary differences (5 thousand Euro).

100 thousand Euro dlocated by Prima Electronics in connection with temporary differences
152 thousand Euro, derived from the consolidation adjustment in respect of the capitdization
of the leasing transactions

Further detalls regarding this item can be found in the comments on the Income Statement items
relating to taxes.

32) EMPLOYEES SEVERANCE PAY

The changes in the item during the year were the following:
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Balance 01/01/2002 3,708

Amount fallen due and allocated to the Income Statement 899
Benefits paid during the financial year (443
Balance 12/31/2003 4164

The balance a December 31, 2003, which is recorded under financia fixed assats, is net of
payments in advance made to employees in respect of severance pay and gross of payments
made to tax authorities in compliance with the law. During the 2003 financid year, 152 thousand
Euro was set asde as extraordinary expenses as incentives for early retirement. Thisis linked to
the business decison to outsource certain activities previoudy undertaken interndly. This
provison represents the overdl gross liability of the Itdian companies matured in favour of
employees on the badis of the regulations in force a year-end and the contractua obligations for
each employee.

PAYABLES

The compaosition of and the movements that took place during the year in the items that make up
this grouping, are asfollows:

33) Amountsdueto banks

The amounts due to Banks are made up as follows:

Balance Balance
12-31-2003 12-31-2002
-Advances on orders and invoices - 3,124
- Bank overdrafts 4,744 12,795
-Sabatini discount transactions 2,767 3,600
-Short-term payables 5,527 6,024
-Medium/long-term payables 9,850 11,665
Total 22,883 37,208

Amounts due to banks decreased by 14,320 thousand Euro as a consequence of the
improvement in the financia podtion of the Companies. At the end of the 2003 financid year
there are no advances on orders and invoices.

The Sabatini discount transactions relate to the consolidation adjustment carried out to comply
with correct accounting principles relaing to the Consolidated Financid Statements, which
evidences the risk of recourse in relation to financid indtitutions with reference to the pro solvendo
transactions.
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Bank loans total 15,377 thousand Euro (5,527 thousand Euro short-term and 9,850 thousand
Euro medium/long term). Insofar as the parent company is concerned, the amounts due to banks
total 13,793 thousand Euro and relate to the following transactions:

P Loan granted by Mediocredito ddl’ Umbria for an initid amount of 775 thousand Euro. This
loan is guaranteed by the European Investment Fund (E.I.F.) and was secured in order to
finance the work undertaken in the new factory. This is 5-year loan (with a pre-amortization
period that expired on 01/31/01), which provides for quarterly deferred repayments bearing
interest at the Euribor rate plus one percentage point. The principa insta ments due in 2004 of
194 thousand Euro represent the short-term portion of the loan, whereas the balance of
capital of 101 thousand Euro is to be consdered as a mediunvlong-term debt. The residua
debt at 12/31/03 was 295 thousand Euro.

P A loan of 2,582 thousand Euro from Banca Mediocredito on 05/15/01 to be repaid by way
of eight ax-monthly instaments commencing on 03/31/03 until 09/30/06 a a floating rate (Up
to 09/30/01 at arate of 5.39 per cent per annum; for the sx month periods that follow, the
rae will be the 6-month Euribor rate plus a spread of 0.9 per cent). The short-term
component of the loan amounts to 646 thousand Euro, whereas the resdua mediunvlong-term
ligdbility amountsto 1,291 thousand Euro.

P A loan in US dallars of 1,000,000 dollars (equa to 792 thousand Euro) from the Banca
Popolare di Novara of Luxembourg to be repaid by way of eight quarterly instalments of US$
125,000 each, commencing on 07/23/02 and bearing interest at the LIBOR rate + 0.80 per
cent. Consequently, the residua debt in an amount of 198 thousand Euro isto be consdered a
short-term ligbility.

P A loan of 2,000,000 US dollars equivdent to 1,584 thousand Euro from San Paolo IMI
advanced on 07/01/2003 and repayable after 18 months less one day and bearing interest at
the LIBOR rate plus 0.5 per cent.

P A loan from San Paolo IMI for 2,309 thousand Euro with a pre-amortization period until
07/01/03. This is a research loan relessed from the specia fund for Applied Research
established by Act 1089/1968, in accordance with Act No. 46/82 and made on behdf of the
M.U.RS.T.. The loan is repayable in 12 haf-yearly deferred insaments and bears interest at
1 per cent per six months. The principd portion faling due in 2004 is 453 thousand Euro,
which represents the short-term component of the loan. The resdua debt amounting to 1,413
thousand Euro is to be congdered as a medium-long term liability.
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P A loan from Mediocredito Intesa BCI for an initid amount of 5 million Euro with an annua
interest rate of 4.45 per cent until 09/30/02 and thereafter for each successive period a the
EURIBOR three-month rate + 0.90 per cent. The loan isto be repaid by way of 16 quarterly
ingaments. In 2004, four ingaments equa to 1,250 thousand Euro will be repaid. The
resdual debt amounting to 2,812 thousand Euro is to be consdered as the medium/long-term
component.

P A loan in foreign currency (1,025,000 US dollars) equivaent to 812 thousand Euro from the
Banca Popolare di Lodi, faling due on 03/31/2004 and bearing interest at the LIBOR rate
plus 1.20 per cent. The loan is repayable in a sngle lump sum seitlement &t the date of
maturation. Consequently, thisis a short-term loan equa to 812 thousand Euro.

During the financid year the company had access to the following additiond forms of
finendng.

P A loan granted by the Cassa di Risparmio di Parma e Piacenza for an amount of 1,200
thousand Euro. The loan bears interest a the average EURIBOR rate of the preceding three
months increased by 1.1 points and is repayable in 36 monthly instaments.

P A loan of 2 million Euro secured from the Unicredit Banca d’ Impresa for a period of 18
months less one day, bearing interest at the Euribor rate plus a spread of 1.25. The capitd is
to be repaid in a single ingament on 04/22/2005 and interest is repayable quarterly. The
abovementioned loan was used to reduce the exposure of the subsidiary, Prima North
AmericaInc. and the related Sgnature loan in an amount of USD 2,300,000.

The exchange adjusments in respect of currency loans were directly carried out directly in the
Income Statement.

In addition, the 1,584 thousand Euro relating to a loan of USD 2,000,000 granted to Prima
North America by the Bancadi Romafor 18 months less one day must be added.

34) Amountsdueto other lenders

Amounts due to other lenders, totalling 3,042 thousand Euro decreased by 2,333 thousand Euro
(compared to the 5,375 thousand Euro at 12/31/02) as a result of the repayments made relative
to the ingaments, which fell due during the financid year and are made up of:

P Vaious leases for dectronic office machines in an amount of 72 thousand Euro, as a
consolidation adjustment made in compliance with correct accounting principles (of which 27
thousand Euro is the short-term portion and 45 thousand Euro is the mediunvlong-term
component);
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lease for factory no. 2 in Collegno for 1,196 thousand Euro, as a consolidation adjustment
made in compliance with correct accounting principles (of which 158 thousand Euro is the
short-term portion and 1,038 thousand Euro is the medium/long-term component);

an interest-bearing loan of 880 thousand Euro secured according to the terms of Act 46/1982
referring to the “Design, development, experimentation and engineering of a low-cost and
highly-modular system of automation and motion control”, granted to Prima Electronics. The
loan is for 15 years, of which 10 years is for amortization at the rate of 1.175 per cent per
annum and 5 years is for use and pre-amortization at a rate of 0.705 per cent per annum.
Sncetheloan is il in a pre-amortization stage, it is consdered to be entirely a mediunvlong-
term ligaility.

A loan of 894 thousand Euro granted to Prima Indudtrie by the Ministry of Industry and

Trade in terms of Act 46/82, which established a "Specid Revolving Fund for Technica
Innovation”. Thisloan, which has a celling of 1,089 thousand Euro isfor aperiod of 15 years.
Five of the 15 yearsis a pre-amortization period at arate of 0.9825 per cent per annum. The
loan is to be amortized over the remaining 10-year period a a rate of 3.275 per cent.
Consequently, the short-term portion of the loan equas 83 thousand Euro, whereas the
remaning debt amounting to 811 thousand Euro is to be consdered totaly medium/long-
term.

During the course of 2003 the loan granted in 1999 by a pool of credit indtitutions led by Investire
Partecipazioni, a sockholder in Prima Industrie, was completely extinguished. At 12/31/2002 this
loan amounted to 2,800 thousand Euro.

35) Advances

36)

This item includes advances from customers againgt uncompleted orders, as wel as down
payments from customers in confirmation of orders and amounts to 1,441 thousand Euro. This
item reduced by 314 thousand Euro with respect to the end of the previous year, when it totalled
1,127 thousand Euro.

Trade accounts payable

Trade accounts payable amount to 17,554 thousand Euro againgt the 21,412 thousand Euro in
the previous financid year. The decrease was therefore 3,858 thousand Euro.

The decrease in trade accounts payable is a result of a combination of factors, which include the
reduction in the purchases of raw materids, aswell as an improved use of warehouse inventories.

37) Amountsdueto subsidiaries

This item amounts to 12 thousand Euro and refers to amounts due by the parent company to
Prima Scandinavia

26



38) Taxespayable

Thisitem is made up asfollows.

Balance Balance
12-31-2003 12-31-2002
Amounts due to tax authoritiesfor:
- income taxes 4 317
-VAT 237 228
- short-term tax payables 717 743
Total 958 1,288

39) Amountsdueto provident and social security ingtitutions

This items relates to the payables due at year-end to the abovementioned inditutions for the
amounts due by the company and employees on the sdaries and wages for December and
amounts to 822 thousand Euro compared to the 1,096 thousand Euro in the previous financia

year - areduction of 274 thousand Euro.

The amount was duly paid in 2004, on the due dates established by law.

40) Other payables

Balance Balance
12-31-2003 12-31-2002
Remuneration to employees 1,295 1,386
Directors remuneration 33 64
Other minor items 328 180
Total 1,656 1,630

The item refers to various payables amounting to 1,656 thousand Euro compared with 1,630
thousand Euro at the end of the previous financid year. As shown in the table above, the accounts
due but not yet paid are made up of: deferred compensation (leave not taken, production bonus,

13th cheque for employees on tria contracts and trade incentives due as at 12/31/2003),
directors remuneration and other minor items.

41) ACCRUED EXPENSES AND DEFERRED INCOME

At December 31, 2003 thisitem compared to 12/31/02 is made up asfollows:
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Balance Balance
12-31-2003 12-31-2002
Accrued expenses
-Interest on sundry loans 46 80
- Others 50 60
Total accrued expenses 9% 140
Deferred income
-Interest on discount transactions under the Sabatini Act - 71
- Others 351 604
Total deferred income 351 675
Total accrued expenses and deferred income 47 815

The item “Other deferred income ” includes an amount of 257 thousand Euro relating to income
from the licences sold to the joint ventures, relaive to the stakes equd to the percentage held by
the parent company.

INFORMATION REQUIRED BY ACT 72 OF 3/19/1983

In compliance with Article 10 of Act 72 of 3/19/83 it is specified that the company effected the
revauation alowed by the provisions of Act 576 of 12/2/75 and Act 72 of 3/19/83 and the
amount was entered in the corresponding reserve of stockholders equity.

The revauations made in accordance with the legidation set out above referred to the following
items relating to assets till contained in the Financid Statements:

Machinery, Office furniture and equipment, Electronic office equipment, Motor vehicles.

As dlowed by Act No. 342 of 11/21/00, Prima Electronics aso carried out the revauation on
the building used as the head office of the company.

The figures, standardized and tabulated, are set out below (amounts expressed in Euro):

ASSETS HISTORICAL REVAL. Act REVAL. Act REVAL.Act TOTAL
COostT 576/75 72/83 342/00

Buildings 121,591 - - 833,854 955,445
Machinery 8,226 10,938 - - 19,164
Ordinary office
furniture and 11,258 2,366 -- - 14,124
equipment
Electronic office
equipment 11,491 2,868 - - 14,359
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Total 152,566 16,672 - 833,854 1,003,092
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MEMORANDUM ACCOUNTS

42) Unsecured guarantees given

43)

Guarantees given on behdf of others — These amount to 63 thousand Euro and refer to two
guarantees. one (for 33 thousand Euro), given to Consorzio Garanzia Fidi Unionfidi, of which
Prima Indusdtrie is a member; the other, given to San Paolo IMI againgt a contract drawn up with
a Chinese customer. These guarantees decreased by 7 thousand Euro compared with the
previous year, but only as a consequence of changes in the exchange rate.

Commitments

Interest Rate Swap Contract - On the 05/30/03 an Interest Rate Swap contract was entered into
with the Banca Akros. The contract is on the following terms and conditions.

Starting date: 06/03/03
Find expiry: 06/05/06
Periodical expiry: quarterly
Capital 5,000,000 Euro
Rate 1: 1st year 2.2
2nd year 2.5
3rd year 2.75
Basis ACT/360
Rate2:  Euribor 3-month, for foreign currency applicable at the gstarting date of each
period
Bass ACT/360
At the expiry of each quarterly period the difference between the amount resulting from the
application of rate 1 and the amount resulting from the application of rate 2 shal be paid by the
Banca Akros to Prima Indudtrie, if the difference is a podtive one Vice-versa, Prima Industrie
ghdl pay Banca Akrosif the difference is a negative one.
During 2003, the effect of this transaction on the Income Statement equaled 145 Euro in Prima
Industri€'s favour.

PK9 Export Plus Contract — On the 09/23/03 a contract to cover exchange rate risk was signed
with the Banca Monte de Paschi di Sena Sp.A..The transaction cdled the PK9 Export Plus
contract is on the following terms:

Notiona amount: USD 1,000,000
Exercise price: the average rate of exchange for the USD/EUR applicable on 09/29/03 —
09/30/03 — 10/01/03 —10/02/03
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44)

45)

Find price the arithmetic average rate of exchange for the USD/EUR applicable on the
following dates: 10/08/03 —10/27/03 — 11/07/03 — 11/26/03 — 12/23/03 — 01/26/04 —
02/26/04 —03/ 26/04

Expiry date of the option: 03/29/04

Premium: 2.85% on the notiona vaue in USD

Conditions of settlement: on the expiry of the option, the Banca Monte dei Paschi di Sena
shdl pay Prima Industrie an amount in Euro, equa to the postive difference between the
equivaent vaue of the notional amount caculated at the exercise price and the equivaent
vaue of the aforesaid amount caculated on the basis of the find price.

If the difference is negative, Prima Indudtrie shal not be required to pay anything.

Commitments in respect of currency transactions -The sum of 1,970 thousand Euro refers to a
foreign currency futures transaction of USD 2,300,000.

Commitments for lease insaments - These amount in total to 38 thousand Euro (compared with
the 50 thousand Euro of the previous financid year) and relate to commitments for lease
ingaments for motor vehicles. They represent the totd amount of lease ingaments fdling due to
leasing companies, including the fina redemption price established by contract, but excluding the
ingaments dready paid. Lease indamentsfaling due by year are asfollows

Motor vehicles

2004 16 thousand Euro

2005 21 thousand Euro + 1 thousand Euro for redemption.
Total 38

Contingenciesfor bills discounted

The totd of 600 thousand Euro (it was 107 thousand Euro at 12.31.2002) is made up of cash
orders presented for discounting at the bank, which are due in the first few months of 2004.

Others

Commitments to repurchase from customers and third parties — These tota 4,790 thousand Euro
(they were 1,765 thousand Euro at 12/31/2002) and refer to commitments to repurchase signed
by the parent company in favour of leasing companies for sdes made to customers.

This type of guarantee is issued to asss the customer in obtaining financing where the customer
cannot offer independent guarantees for the transaction to the third-party lender.

The repurchase commitment is usudly given for vaues that do not exceed market vaues a the
time of the possible discussion in terms of the guarantee.
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Company assets held by third parties — At December 31, 2003 these goods totalled 4,027
thousand Euro (4,640 thousand Euro in 2002). They relate to the following:

materials and products at branch warehouses for 1,643 thousand Euro;

gpare parts held by customers for 70 thousand Euro;

materia's on deposit/for processing held by suppliers amounting to 1,488 thousand Euro;
semifinished and finished products held by third parties amounting to 826 thousand Euro.

The finished products include four machines, namely: a Plaino Stuated a a Danish university and
used for technologica development relating to the “Publics’ research project; a Platino 1530 at
the UK branch, used for demondtrations, a Platino 1530 Stuated a a Spanish customer and
which will be removed during February 2004 and a Platino 1530, which is being inspected at the
premises of another Spanish customer.

These assets are included in the find inventory baance in the Financid Statements.

Guarantees given by third parties for our account — The sum of 3,852 thousand Euro (2,791
thousand Euro in 2002) is made up of bank guarantees issued in favour of customers for
advances againg orders and for guarantee purposes (guarantees given within the limits of the
recei pts made by the same customers) in favour of the supplier Rofin Sinar and other minor ones.

It should aso be noted that the parent company issued guarantees in favour of the red estate
companies that own the factories to which the company transferred the divisions of the subsdiary
Prima North Americain 2003. More precisdly:

» guarantees in favour of Oxford Investment LLC for the lease agreement in respect of the
premises located on East Man Street, Chicopee River Business Park, Chicopee,
Massachusetts.

The lease ingdments for future years are asfollows:

- 2004 565 thousand USD
- 2005 565 thousand USD
- 2006 565 thousand USD
- 2007 609 thousand USD
- 2008 594 thousand USD
- 2009/2018 6,005 thousand USD
Totd 8,903 thousand USD

» guarantees in favour of OIRE Minnesota LLC for the lease agreement in respect of the
factory situated at 8600 109™ Avenue North, Champlin, Minnesota.
The lease ingdments for future years are asfollows:
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- 2004
- 2005
- 2006
- 2007
- 2008
Total

175 thousand USD
175 thousand USD
189 thousand USD
191 thousand USD
_ 64 thousand USD
794 thousand USD
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46)

COMMENTSON THE MAIN INCOME STATEMENT ITEMS

VALUE OF PRODUCTION

REVENUES FROM SALESAND SERVICES

Revenues from sales and services amount to 95,000 thousand Euro compared to the 100,528
thousand Euro at the 12/31/02 a decrease of approximately 5 per cent. This decrease is more
than adequately explained by the depreciation of the dollar againgt the Euro by gpproximatdy
20% during the year.

The subgtantid gtability in the turnover vaues sems from a growth in sdes achieved by Prima
North America, following on from the fird dgns of a recovery of the American economy
contrasted by a dight drop in income by Prima Industrie and Prima Electronics, which are il
being influenced by the perdting difficult Stuation of the European investment asset market.

Also noteworthy is the improvement in the sector relating to three-dimensiona systems (+20%
with respect to the 12/31/02), which is dso confirmed by the strength of the order portfolio for
2004 and the sdes in the c.d. "oversess' countries, the weight of which increased by
gpproximately 25%.

The detalls are asfollows:

2003 2002
2D laser systems:
Italy 7,067 14,119
Europe 14,142 13,923
USA 5373 3,891
Rest of the world 4,332 5,221
Tota 30,914 37,154
3D laser systems:
Italy 8,943 6,355
Europe 13,030 14,148
USA 8,965 6,547
Rest of the world 3,838 1,957
Tota 34,776 29,007
Electronic systems:
Italy 1,752 2,960
Europe 8,386 8,758
USA - -
Rest of the world - 16
Tota 10,138 11,734




2003 2002
Laser generators
Italy 217
Europe - 693
USA 720 1,671
Rest of the world 666 214
Total 1,386 2,795
Assistance and other services
Italy 4,795 4703
Europe 6,167 4,725
USA 5,138 8,901
Rest of the world 1,686 1,509
Total 17,786 19,838
Total sales 95,000 100,528

A totd of 156 laser systems (164 in the previous year) and 12 laser generators (17 in 2002) were
delivered and invoiced to external customers.

47) INCREASESIN FIXED ASSETSFOR INTERNAL WORK

During 2002 the following costs were capitalized under the item, Tangible and intangible fixed
assts:

2003 2002
Internal construction of equipment 372 164

Total 372 164

The internd congtruction of equipment is (as far as Prima Indudtrie is concerned) made up of
testing equipment and machinery used for smulation rdative to the development of parts of new
products in an amount of 302 thousand Euro and by light congtructions for work relaing to the
new Demo hal for 12 thousand Euro. As regards Prima Electronics, they relate to equipment in
an amount of 58 thousand Euro.

48) OTHER INCOME AND REVENUES

Thisitem is made up asfollows.

2003 2002
-Sundry income and revenues 1,630 1481
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Total other income and revenues 1,630 1,481

Sundry income and revenues, which totaled 1,630 thousand Euro, are made up of:

Thousands of Euro

12.31.2003 12.31.2002

Research grants 1,004 477
Non-operating profit 399 499
Insurance refunds 21 43
Trade fair costs recharged to Matra - 53
Capitd gains 8 5
Tax bonus Act 140 — Act 341 4 43 XXX
Other minor items 194 361
Totd 1,630 1,481

The research grants recorded in the 2003 Income Statement relate to the portions of forgivable
loans for research and development, which accrued during the course of the 2003 financid year
to the companies Prima Industrie for 950 thousand Euro and Prima Electronics for 54 thousand
Euro.

"Other minor items' (equal to 194 thousand Euro) includes 22 thousand Euro relating to roydties
collected in connection with licences and 99 thousand Euro relaing to a machine tha was
purchased and resold during the course of 2003.
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COSTS OF PRODUCTION

49) PURCHASE OF MATERIALS

The detalls are asfollows:

2003 2002
Production materials 41,874 50,539
Packaging 353 332
Consumables 736 705
Others 1,486 1,584
Total 44,449 53,160

This item includes the purchase of rav materids, consumables, supplies and merchandise and
totals 44,449 thousand Euro compared with 53,160 thousand Euro in the previous financid year.

The decrease in the year was mainly due to fewer purchases of production materias by the
American companies. Thiswas as aresult of adecline in sdes, aswell asthe more efficient use of

materids in sock.

50) SERVICE COSTS

The detals are asfollows.

Balance Balance
12-31-2003 12-31-2002

Work by third parties 4,968 5,776
Travel expenses 3,140 3570
Consultancy fees 1,999 2516
Freight 1,188 1331
Commissions 1572 1,363
Advertising and promotion 827 920
Electricity, telephone etc. 1,029 1,113
Insurance 412 474
Maintenance 705 679
Directors and statutory auditors remuneration 490 448
Other 1,625 1,930

Total 17,955 20,120

The decrease with respect to the previous financia year can be explained by the lower turnover.
In terms of Article 38 of Legidative Decree 127/91, it is specified that the compensation due to
the Directors of the parent company amounts to 317 thousand Euro, whereas the compensation
due to the Statutory Auditors amounts to 85 thousand Euro.
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The item “Other” includes costs sustained by the Group for temporary labour (789 thousand
Euro), entertainment expenses (75 thousand Euro), royalties on licences and patents (52 thousand
Euro) and the use of other externa services (709 thousand Euro).

51) LEASESAND RENTALS

The detalls are asfollows:

Balance Balance
12-31-2003 12-31-2002
Rent 1,141 800
Motor vehicle leasing 142 226
Other leasing 4 360
Motor vehicle and equipment rental 321 365
Other minor items 121 138
Total 1,729 1,889

52) PERSONNEL COSTS

Personnd costs amount to 23,498 thousand Euro compared with 25,968 thousand Euro in the
previous year and are made up asfollows:

2003 2002
Salaries and wages 17,134 19,707
Social security contributions 5111 5,215
Employees severance pay 747 693
Other personnel costs 506 353
Total 23,498 25,968

Employees severance pay refers only to Italian companies since no such obligation exists abroad.
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Other personnel cogts include catering, training courses and contributions to the Provident Fund
for executives of the Prima Group for insurance cover.

We st out hereunder the breakdown, subdivided in terms of the personnel of the Group:

Average

12/31/02 12/31/03 for the year
Production & Quality 196 200 198
R&D 73 72 725
Sales & Marketing 51 41 46
Customer service 69 77 73
Management and Administration 44 45 445
Inactive and temporary personnel 10 11 105
Total 443 446 4445

53) AMORTIZATION, DEPRECIATION AND WRITEDOWNS

The breskdown into the three sub-items required is the following:

12-31-2003 12-31-2002
Amortization of intangible fixed assets 1,019 1433
Depreciation of tangible fixed assets 982 1,084
Writedown of receivables and cash and cash equivalents 140 130
Total 2,141 2,647

The criteria for amortization/depreciation are amply considered in the relevant section.
As regards the dlowance for doubtful accounts, during the course of the financid year utilizations
amounted to 124 thousand Euro and alocations amounted to 254 thousand Euro.

54) PROVISIONSFOR RISKS

This item includes gppropriations (net of the utilization of provisions that dready exist) dlocated
during the year to cover potentid liabilities. At December 31, 2003 they amount to 658 thousand
Euro compared to the postive vaue of 452 thousand Euro of the previous financid year. The
compostion of these provisions is set out in detall under the item “Provison for Risks and
Charges’ under the comments to the Balance Sheet items.
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55)

56)

SUNDRY OPERATING EXPENSES

The detals are asfollows.

Balance Balance
12-31-2003 12-31-2002
Non-operating losses 346 387
Taxes and dues 0 489
Penalties and fines 19 5
Others 568 462
Total 1,023 1,343

Non-operating losses mainly refer to costs pertaining to prior financid years, where no provison
had been made. They dso refer to assets that were found not to exist. The aforemention items
nevertheless related to the characterigtic activity of the company.

The item "Others’ includes the payment of membership fees and industry association fees (88

thousand Euro), gratuities and non-deductible costs (125 thousand Euro), and other operating
costs (355 thousand Euro).

FINANCIAL INCOME AND EXPENSES

INCOME FROM EQUITY INVESTMENTS

Income from equity investments, amounting to 154 thousand Euro in 2003 compared to the 169
thousand Euro in 2002, rdates to the tax credit on the dividends distributed in 2003 by Prima
Electronics on the profits for 2002.



57) OTHER FINANCIAL INCOME

The following details are provided as regards the other sundry income:

2003 2002
- Interest income from customers 442 380
- Interest income from banks and others 19 51
- Interest earned on securities 6 22
- Interest income on refund of VAT/IRPEG - 29
- Positive exchange differences 1,802 808
Total 2,297 1,290

Interest income from customers includes the portion for the year relaing to the discounts under

the Sabatini Act.

58) INTEREST AND OTHER FINANCIAL EXPENSES

Theitem is made up asfollows

2003 2002
- Interest paid on bank borrowings 201 321
-Interest on other payables 1,624 1734
- Negative exchange differences 1,969 1,279
-Interest on leasing contracts 76 83
Total 3,870 3417

The following are included in the interest paid on other payables interest paid on transactions
under the Sabatini Act amounting to 402 thousand Euro, interest paid on medium and long-term
borrowings of 400 thousand Euro and other financid expenses of 822 thousand Euro.
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ADJUSTMENTSTO THE VALUE OF FINANCIAL ASSETS

59) WRITEDOWN OF EQUITY INVESTMENTS

60)

61)

62)

The portion accounted for in 2003, equa to 49 thousand Euro, refers to the dlocation made in
connection with the writedown of the equity invetment hed by the parent company in the
Chinese joint venture, Shenyang Prima Laser Machine Company Ltd, for 49 thousand Euro.

EXTRAORDINARY INCOME AND EXPENSES

CAPITAL GAINSON SALES

The amount of 55 thousand Euro refers to the capitd gain generated by the sde, by the parent
company, of treasury stock for 53 thousand Euro and the capitd gain generated by the sde of
corpored property by Prima Electronics for 2 thousand Euro.

OTHER EXTRAORDINARY INCOME
The overal amount of 521 thousand Euro relates to:

» The write-off of a debt of Prima Industrie budgeted for in previous years and unclamed by
the creditor for 5 years and in respect of which the risk of payment being clamed is deemed
remote (324 thousand Euro).

» Callection by Prima Electronics of research grants relaing to previous financid years (for 197
thousand Euro)

OTHER EXTRAORDINARY EXPENSES
The extraordinary expenses, which total 1,782 thousand Euro refer to:

Costs incurred by Prima Indudtrie in relation to the OPA (take-over bid) for legd, financid
and communication advice (435 thousand Euro).

Costs incurred by Prima Indudtrie rdative to an intervention campaign on new generation
systems supplied by Prima Electronics (for 480 thousand Euro).

Cods incurred by Prima North America Inc. for the transfer to the new premises and the re-
organization of the activities a the start of the year (for 335 thousand Euro).

Costsincurred by Prima North AmericaInc. for an intervention campaign on laser generators
(344 thousand Euro).

Costs incurred by Prima Indudtrie for early retirement incentives rdating to the outsourcing of
activities previoudy carried out interndly (152 thousand Euro).

Other minor costs amounting to 36 thousand Euro.

vV V ¥V VYV V V
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63) INCOME TAXESFOR THE FINANCIAL YEAR

Current taxes

The amount totalling 1,582 thousand Euro compared to the 2,163 thousand Euro of the previous
financia year, decreased by virtue of the decline in the Group's result, which fdt the effect of the
losses incurred by the American company Prima North America

Deferred taxes

It should be noted that the gpplication of the accounting principle on deferred taxes had the

following financid effects (deferred tax assets and liabilities):

Deferred Deferred
tax tax
assets liabilities
From the Financial Statements of the companies:
Primalndustrie SpA 1,035 350
Prima Electronics SpA 2 62
From consolidation adjustments:
Capitalization of Prima Industrie's leased immovables and
electronic machines - ©)
Amortization of goodwill, software and start-up costs in
Laserdyne Prima and Convergent Prima 76 -
Reversal of intercompany margins 2 -
Capital gain from granting licences to Shenyang Prima Laser
Machine Company Ltd and SNK Prima Company Ltd 17 -
Stocks of goodsin transit - -
- Diff. IRPEG/IRES tax rate (6) 4
Total movements arising out of consolidation adjustments 85 (7)
Total 1,118 405

Thus the net positive difference amounting to 713 thousand Euro affected the net result for the

year in closure.




APPENDICES

The following appendices contain additiona information to the Notes and form an integral part of
same.

The aforesaid information is contained in the following schedules

- Statement of changes in stockholders equity in the years ended December 31,
2003 and 2002

- List of consolidated equity investments at 12/31/03

- Statement of changes in current assats equity investments in subsdiaries and
other companies

- Reconciliation between the Financid Statements of the Parent Company and the
Consolidated Financid Statements at December 31, 2003 reating to the
Stockholders Equity and Profit.

- Statement of changes in intangible fixed assats for the financid year ended
December 31, 2003.

- Statement of changes in tangible fixed assets for the financid year ending
December 31, 2003.

- Summary of the highlights of the most recently approved Financid Statements of
subsidiaries and associated companies (art. 2429 of the Itaian Civil Code).

- Statement of cash flows for the financia years ended 2003 and 2002.



STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
IN THE YEARS ENDED DECEMBER 31, 2003 AND 2002

(in thousands of Eur o)

Capital Share Revaluation Lega Reserve for Other Conversion Profits Profit Total
Description Stock premium reserve reserve Treasury Reserves Reserve (losses) (Loss) Stockholders
reserve Stock carried for the year equity
forward
Balances at 12/31//01 10,375 12,890 658 - 5,610 37 2,666 197 32,433
Appropriation of 2001 result - - 57 - 1,077 - (937) 297) -
Reserve for treasury stock - - - 472 (472) - - - -
Exchange difference from conversion,
reclassifications and other net movements from - - - - - (161) - - (161)
consolidation
Loss for 2002 - - - - - - - (5,024) (5,024)
Balances at 12/31//02 10,375 12,890 715 472 6,215 (124) 1,729 (5,024) 27,248
Appropriation of 2002 result - - - - (4,880) - (144) 5,024 -
Capital increase of 02/11/2003 reserved for
ingtitutional investors 1,125 2,843 15 - - - - - 3,983
Adjustment of Reserve for treasury stock - - - (149) 149 - - - -
Exchange difference from conversion,
reclassifications and other net movements from - - - - - (549) - - (549)
consolidation Loss for 2003 - - - - - - - (2,953) (2,953)
Balances at 12/31//03 11,500 15,733 730 323 1,484 (673) 1,585 (2,953) 27,729




LIST OF EQUITY INVESTMENTSAT DECEMBER 31, 2003

COMPANIES INCLUDED IN THE CONSOLIDATED FINANCIAL STATEMENTSWITH THE FULL INTEGRATION METHOD

Company name/ Office Currency Capital Stock Stake Stake
2003 2002

Parent Company:
Prima Industrie S.p.A., Collegno (Turin) € 11,500,000 - -
Subsidiary Companies.
Prima Electronics S.p.A., Moncalieri (Turin) € 1,500,000 100% 100%
Prima North America, Inc. Massachussets, USA US$ 20,000,000 100% 100%
Prima Industrie GmbH, Kronberg, Germany € 25,565 100% 100%
Prima Scandinavia AB, Goteborg, Sweden SEK 100,000 100% -




STATEMENT OF CHANGESIN CURRENT ASSETS
EQUITY INVESTMENTSIN SUBSIDIARY

AND OTHER COMPANIES

(in thousands of Euro)

Description Accounting Movements during the year Final Stake
position position
Original cost Balance
valued according Increases Decreases a
to the cost method 12/31/03

Other companies:

Unionfidi 0.1 -- -- 0.1

Total 0.1 -- -- 0.1

a7




THE PRIMA INDUSTRIE GROUP

RECONCILIATION BETWEEN THE

FINANCIAL STATEMENTS OF THE PARENT COMPANY

AND THE CONSOLIDATED FINANCIAL STATEMENTSAT DECEMBER 31, 2003
RELATING TO THE STOCKHOLDERS EQUITY AND PROFIT

(in thousands of Eur o)

SE. Increase in | Increases/ Result for | Stockholders equity at
a Capital (Decreases) the year year end
beginning Stockholders
of year Equity
As per Prima Industrie S.p.A.’s Financial Statements at 26,917 3,982 (2,834) 28,065
12/31/03
Financial Statements of companies consolidated using 11,813 (1,222) (2,733) 7,858
the full consolidation method
Adjustments to make the Financial Statements conform
to correct Group Accounting Principles:
» Exchange difference and amortization/depreciation (795) 133 (393) (1,055)
» Capitalization of leases 417 (7) 410
Consolidation adjustments:
» Elimination of book value of equity investments (10,457) 217 3,306 (6,934)
» Reversal of effect of inter-group margins (537) 24 (37) (550)
» Reversal of Prima Electronics dividends (300) 300 (300) (300)
» Reversa of licences. China and Japan (210) 47) (257)
» Accounting for net deferred taxes 400 92 492
» Minority interest in equity and result -
As per Consolidated Financia Statements 27,248 3,982 (548 (2,953) 27,729




STATEMENT OF CHANGESIN INTANGIBLE FIXED ASSETS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2003

(in thousands of Eur o)

M ovements during the year
Intangible fixed assets Balance Acquisitions | Net Disinvest. | Amortization Balance
(amounts in thousands of 1/1/2003 and 12/31/2003
Euro) reclassific.
*)
Plant and expansion costs 67 - - (34 3
Research, development and 53 - - (53) -

advertising costs

Industrial patent and 292 102 (6) (266) 122
intellectual property rights

Concessions, licenses, 9 - - D 8
trademarks and similar rights

Goodwill 3,471 - (484) (481) 2,506

Fixed assets under - - - - -
construction and advances

Other intangible fixed assets 617 816 (73) (184) 1,176
Total 4,509 918 (563) (1,019) 3,845
*) Thisvalue also includes the exchange differences arising during the course of 2003.



STATEMENT OF CHANGESIN TANGIBLE FIXED ASSETS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2003.

(in thousands of Euro)

Fixed assets Initial position Movementsduring theyear Final position
Origina Accum. Balance Utilization Origina Accum. Balance
cost Revaluations Deprec. 1.1.2003 Additions | Disposals of Depreciat. cost Revaluations Deprec. 12/31/2003
*) Accum.
Deprec.
*)

Land and building 2,464 834 (397) 2,901 57 (13) 14 (110) 2,508 834 (493) 2,849
Plant and machinery 3,339 11 (2,287) 1,063 22 (252 207 (229) 3,109 11 (2,309) 811
Industrial and commercia 3,874 - (3,320) 554 489 (132 108 (279 4,231 - (3,491) 740
equipment
Other tangible assets 5,060 6 (4,190) 876 177 (502 468 (365) 4,735 6 (4,087) 654

Fixed assets under - - - - - - - - - - -
construction and
advances

Total 14,737 851  (10,194) 5,394 745  (899) 797 (983) 14,583 851  (10,380) 5,054

(*) Theitems*“Disposals’ and “Utilization of accumulated depreciation” are calculated net of any consolidation reclassifications and exchange differences.



SUMMARY OF THE HIGHLIGHTS OF THE MOST RECENTLY APPROVED FINANCIAL

STATEMENTS OF SUBSIDIARIES AND ASSOCIATED COMPANIES

(ART. 2429 OF THE ITALIAN CIVIL CODE)

Prima| PrimaNorth Prima Industrie | Shenyang Prima| SNK Prima Macro M echanical
ElectronicsSpA | Americalnc Prima Int.BV | Laser Machine | Company Ltd Meccanica| IndustriesSrl
GmbH SpA,in
liquidation
Currency of account Thousandsof | Thousandsof| Thousands Thousands of Thousandsof | Thousandsof | Thousandsof | Thousands of
Euro Ush of Euro Euro Uss Yen Euro Euro

Reference period of
the information in the 2003 2003 2003 Company in 2003 03/31/2003 2001 2001
Financial Statements liquidation
Inserted in the area of YES YES YES YES NO NO NO NO
consolidation
(line-by-line)
ASSETS
Fixed assets 1,673 5,492 - - 270 55,620 - 1,809
Current assets 9,303 16,278 45 - 1,082 59,182 503 1,008
Accrued income & 21 - - - - - - 457
prepaid expenses
Total assets 10,997 21770 45 : L1352 114,802 —903 3.364
LIABILITIES
Stockholders equity 5,352 3,355 (150) - 179 77,050 (1,222) 492
Provision for risk and 193 1,791 2 - - - 410 -
charges
Employees 1,118 - - - - - 35 383
severance pay
Payables 4,312 16,624 191 - 1,173 37,752 1,280 2,472
Accrued expenses & 2 _ - _2 - - - - 17
deferred income
Total liabilities 10,997 21.770 45 : 1352 114,802 203 3.364
INCOME
STATEMENT
Sdes 13,589 29,550 - - 1,790 4,739 - 2,997
Vaueof production 13,644 27,582 - - 1,790 4,739 15 3,237
Costs of production (11.828) (30,455) [©)] ()] (1.954) (12,299) (304) (3.094)
Difference  between
value and costs of 1,816 (2,873) 9 (@) (164) (7,560) (289) 143
production
Financial (30) (568) - ©)] (35) 2 (5) (37)
management
Extraordinary 79 (809) - 76 - 507 2
management
Taxes (873) 58 - - - - - (103)
Net profit (loss) 992 (4192) Q (0) (123) (7.558) —213 —
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THE PRIMA INDUSTRIE GROUP
CONSOLIDATED FINANCIAL STATEMENTS

STATEMENT OF CASH FLOWSFOR THE FINANCIAL YEARS ENDED 2003 AND 2002
(in thousands of Euro)

| 2003 | 2002 |
| A) Opening net financial position | (39,254) | (29,203) |
| B) Cash flow from operations 9 (1,580)
Net profit (loss) (2,953 (5,024)
Amortization/Depreciation 2,002 2,517
Employees severance pay allocations 456 504
Net alocations to provisions for risks and sundry charges 297 (645)
Allocation to provison for writedown of equity 49 938
investments
Allocations to provision for doubtful accounts 140 130
| C) Cash flow from changein current assets 15,004 (6,800)
Net decrease / (increase) in inventories 6,512 4,963
Net decrease / (increase) in trade accounts receivable 11,653 (8,977)
Decrease / (Increase) in other sundry receivables 1,190 (728)
Decrease / (Increase) in other financial assets 148 (2r7)
Decrease/ (Increase) accrued income & prepaid expenses (20) 26
(Decrease) / Increase in advances from customers 314 4
(Decrease )/ Increase in trade payables (3,858) (1,467)
(Decrease)/ Increase in other payables (567) (54)
(Decrease)/ Increase in accrued expenses & deferred (368) (320)
income
| D) Cash flow from changes in fixed assets (1,498) (80)
Decrease / (Increase) in intangible fixed assets (355) 502
Net decrease/ (increase) in tangible fixed assets (643) (649)
Decrease / (Increase) in equity investments (520 -
Decrease/ (Increase) in other financia fixed assets 20 67
Decrease/ (Increase) in guarantee securities - -
| E) Movementsin Stockholders Equity 3,434 (1,591)
- Dividends paid to minority - -
Increase in capital stock and share premium reserve 3,968 -
Change in other sundry reserves (including the| (534) (161)
CoNversion reserve)
Decrease in minority capital and reserves (net) - (1,430)
| F) Closing net financial position (22,323) (39,254)
Amounts due to banks (22,888 (37,20
) 8)
Amounts due to other lenders (3,042 (5,375)
Cash and cash equivalents 3,607 2,812
Liquidity invested in repurchase agreements or other - 517
government securities
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