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PRIMA INDUSTRIE GROUP

BOARD OF DIRECTORS REPORT ON THE CONSOLIDATED
FINANCIAL STATEMENTSFOR THE QUARTER ENDED
DECEMBER 31, 2000
(Approved by the Company Board of Directors held on February 14, 2001)

INTRODUCTION

This report covers the Group consolidated financid information up to December 31,
2000 prepared and divulged in accordance with article 2.6.2. of the New Market of
the Itdian Stock Exchange regulaions and 1A 2.4.1 of the Indructions and complies
with article 82 of Consob rulings ex resolution 11971 and successve amendments.
Datas related with the quarter under condderation have not been audited by
PricewaterhouseCoopers SpA being not compulsory.

The information which follow have been prepared on same principles previoudy
used by the Group for its interim and end-of-the year accounts. Therefore the
comparison between the two periods 10/01/2000-12/31/2000 and 10/01/1999-
12/31/1999 is homogeneous.

All amounts are expressad in millions of Italian lire unless otherwise indicated.

The financid datements concerning Prima Indudtrie SpA (the Group leader aone)
are dso herewith enclosed.



THE GROUP ACTIVITY

There have been no changes in the activity performed by Prima Industrie SpA up to
December 31, 2000 nor by the other companies of the Group.

ACCOUNTING PRINCIPLES

During the period under examination, there have been no changes on the accounting
principles (except for the economic revauation of Prima Electronics plant according
to law no. 342/2000) and therefore datas comparison is consistent with those of the
past.

In drawing the accounts have not been estimated vaues which could have not in
anyway influenced the overd| postion of the Group.

However, edimation procedures eventudly different from those normaly practised
dill assure rdiable information and communication to the maket. Through the
comment to the schedules which follows is given explanation of such possble
estimating procedures.

FORM AND CONTENT OF THE CONSOLIDATED ACCOUNTS

The companies involved with the consolidation process have been consolidated using
the line-by-line method. The area of consolidation, in respect of December 31, 1999
has changed because of the insertion of Convergent Prima Inc (USA) as from May 1,
2000. Sdes of this Company generate an increase of the consolidated turnover. In
terms of profitability, Convergent Prima has indead regigtered a limited loss for the
period due to interests and financid charges. However, the operaing result of the
firg 8 months of activity indde the Group is bascdly a bresk-even. The Company
turnaround goes on as expected though its consolidation generates a dilution effect,
principaly in percentage, on the Group gross profitability as it appears from the table
which fallows

Participated companies which have not been consolidated are evaluated with the net
assets method.

Elesta AG, acquired on July 1, 2000, was not consolidated as a December 31, 2000
(it is dasdfied as a financid activity not representing immobilisation) because will
be probably transferred to a third party during the year 2001 and because in any case
its performance would have not sgnificantly affected the financid and economicd
position of the Group.

The economic transactions between the consolidated companies of the Group and
those evauated with the net asset method do not generated any sgnificant impact on
the Group resuilt.



CONDENSED INDICATION OF MOST SIGNIFICANT PARAMETERS AND
FINANCIAL INDEXES (in millions of lire excluding number of shares and profit

per share)
12/31/00] % 12/31/00| % 12/31/99| %
induding exduding
Convergent Prima Convergent Prima
Sdes 174,196 100.0 | 150,632 100.0 | 115,264 | 100.0
Mol/Ebitda 20,438 11.7 19,947 13.2 13668 | 119
Operdting  profit
(EBIT) 16,539 9.5 16,834 11.2 10,995 9.5
Profit before
taxes (EBT) 17,469 10.0 18,007 11.9 9,473 8.2
Number of shares
(face vdue
20,000 lire each) 900,000 900,000 857,000
Mol/Ebitda per
Share 22,709 22,163 15,949
Operating  profit
per share 18,377 18,704 12,830
Profit before
taxes per share 19,410 20,008 11,054

RATES OF EXCHANGE USED TO CONVERT NON EURO CURRENCIES

Currency Average exchange rate Period-end exchange rate
for the period

12/31/00 12/31/99 12/31/00 12/31/99

USdallar 2,101.65 1,891.03 2,080.89 | 1,927.17

MOST SIGNIFICANT EVENTS
COMMERCIAL TREND

The dowing down of the durable goods market of which we made a mention in our
previous report as a September 30, 2000 was confirmed during the last quarter of the
year. In such period, as for laser machines were acquired 38 orders for a tota value
of Lire 29,276 million as againgt 40 orders acquired during the same period of 1999
for acorresponding vaue of Lire 37,085 million.

In dl, during the year 2000 totd acquidtion have been Lire 121,352 million (147
meachines) as againg Lire 118,673 million for the previous year (129 machines).



At the end of period, the order backlog is however important (47 machines equd to
Lire 38,703 million) as againgt 42 machines equd to Lire 40,646 million for the
previous year same date. The difference is basicdly due to a different mix of the
orders acquigition.

As a Group, thanks to the good orders collection of eectronic products lasers and
laser systems, the totd order backlog is of Lire 66.2 hillion equad to amost 4.6
months referred to the consolidated sales of the year 2000 which compares with Lire
48.9 billion as a December 31, 1999 equa to 5.1 months referred to 1999 turnover.

RESEARCH AND DEVELOPMENT CONTRIBUTIONS

Project Eureka/EU 1784 (file no. 64275 Push button machine). On the basis of the
accounts documentation as at June 30, 2000 subject to verification by the paying
Entity during November, we received the rdated amount of Lire 2579 million on
December 15, 2000.

This mainly refers to the research and development performed up to December 31,
1999 for Lire 1,766 million and to work performed during the firs semester of the
year 2000 for Lire 813 million.

In addition, a further Lire 1,164 million have been posted to Profit and Loss account
related with the second haf of 2000.

Project MURST (no. 6175, concerning the development of a cutting and welding
sysem of high productivity and flexibility). The reevant contract has been sgned
with IMI (the paying entity) on September 19, 2000. This provides a contribution
(not refundable) of 20 percent of the expenses (maximum Lire 1.6 hillion) plus a 65
percent granted as a preferentia line of credit (maximum Lire 5.4 billion).

The relevant codts as at May 31, 2000 have been ascertained during the last quarter
of the yewr and this will dlow us to be granted with a long-teem loan of
approximately Lire 2,004 million & an interest rate of 2 percent p.a and a financid
contribution (not refundable) of approximately Lire 818 million of which Lire 513
million related with previous years and Lire 305 million pertaining to the year 2000.
The overal amount of Lire 2,822 million was received on February 8, 2001.

Stll referring to this project a further Lire 200 million have been brought to profit
and loss account related with the period 30/06-31/12/2000.



Towards the end of December 2000 the Company registered aso a contribution of
Lire 202 million (ex-law no. 140) which is expected to be recelved early in 2001.

The above confirms the Company engagement and vitdity on the ground of research
and development of new products and improving performances of those exigting.

SHORT-TERM EVOLUTION

The order backlog related with the laser machines only as a January 31, 2001 is
further increased to 53 machines for a vaue of Lire 44,000 million (same date for the
previous year was 50 machines).

Similar trend is dso registered for the other products of the Group.

Closng the year 2000 in which the Group obtained an outstanding performance in
terms of sdes (dso thanks to Convergent Prima) as wdl as gross profitability and
conddering the satisfactory order collection of January 2001 we think that the
current year should be regarded as a period of growth consolidation.

We bdieve however that an internal growth of sdles of +51 percent registered for the
year 2000 cannot be repested whilst we fed confident to continue with rate of
growth equa or superior to those of the reference market of which studies of sector
expect to be gpproximately 10 percent for the year 2001.

Furthermore, as from January 1, 2001 the Company darted the use of the ERP
technology system (Enterprise Resource Planning) trough the SAP software. This is
afurther step forward towards the improvement of the Company interna efficiency.

The controlled Company Prima Electronics started with the new software on July 1,
2000. The two main firms of the Group are therefore dready operating in Euro.



REPORT ON OPERATIONS

SALES

The podgitive performance registered up to September 30, 2000 continued throughout
the fourth quarter of the year. Sdles involving the twelve months up to December 31,
reeched Lire 174,196 million (1999 was Lire 115264 million). The increase in
percentage is 51.1 percent but segregating Convergent Prima in order to compare
homogeneous figures the increase corresponds to 30.1 percent. In particular, sales of
the fourth quarter reached Lire 54,846 million as againg Lire 38,812 million of 1999
(+41.3 percent). We could therefore say that the current year growth in respect of
1999 has been very strong and equitably spread al adong the year.
At consolidated level the Group registers remarkable results through both, internd
growth and external acquiditions.

As a December 31, sdes may be classfied as follows (in millions of lire):

BY PRODUCTS AND GEOGRAPHICAL AREA

12/31/00 12/31/99
Millions of lire % Millions of lire %

3D products:

Italy 21,359 16,296

Europe 27,252 18,005

USA 6,287 3,740

Rest of world 8,520 1,392

Totd 63,418 36.4% 39,433 34.2%
2D products:

Ity 23,990 21,268

Europe 19,572 20,170

USA 4,299 3,776

Rest of world 3,692 980

Totd 51,553 29.6% 46,194 40.1%




12/31/00

12/31/99

Millions of lire % Millions of lire %
Electronic systems,
other productsand
Services.
Italy 11,632 9,477
Europe 21,867 17,286
USA 1,182 1,841
Rest of world 980 1,033
Tota 35,661 20.5% 29,637 25.7%
Subtotal 150,632 86.5% 115,264 | 100.0%
Laser generatorsand
systems and services
(Convergent Prima):
Italy 782 -
Europe 7,688 -
USA 7,560 -
Rest of world 7,534 -
Tota 23,564 13.5% -
Total sales 174,196 | 100.0% 115,264 | 100.0%

From the above it can be noted the important Company growth in absolute values.
Percentages must be evaluated in relation with the presence of Converget Prima
products which did not appear in 1999. Excluding therefore the effect due to such
acquistion it appears to have grown the laser machines weight on the product mix
(and ingde same 3D on 2D) which confirms the good hedth of the reference market

aswell as of our products.

In fact, referring to the lasr machines only the number of units ddivered and

invoiced has been the fallowing:

12/31/00

12/31/99

M achine number

%

M achine number

%

Tota number of 3D 59| 41.8% 38| 33.9%
Tota number of 2D 82| 58.2% 74| 66.1%
Total 141 | 100.0% 112 | 100.0%




By geographicd aress.

12/31/00 12/31/99
Millionsof lire % Millionsof lire %
Ity 57,763 | 33.2% 47,041 | 40.8%
Europe 76,379 | 43.8% 55,461 | 48.1%
USA 19,328 | 11.1% 9,357 8.1%
Rest of world 20,726 | 11.9% 3,405 3.0%
Tota 174,196 | 100.0% 115,264 | 100.0%

As for our podtion the above confirms the growth, in asolute values, performed in
Europe as a whole due to the good macroeconomic Stuation but adso in America
where our postion dstrengthen because of Convergent Prima whose sdes net
successfully integrated with that of Prima US. Thanks to an appropriate commercid
drategy the Company redlised a good performance for the period dso in south
Americans and Agatic markets (4 times the previous year). The Company has more
then doubled the export outsde Europe which got up to 23 percent (1999: 11.1
percent) of the overal turnover.

MOL (EBITDA)

The gross operating margin of profit as a December 31, 2000 is Lire 20,438 million
(11.7 percent on turnover). At same period of 1999 was Lire 13,668 million (11.9
percent on turnover). Consdering absolute vaues the growth stands-up at plus 49.5
percent.

OPERATING RESULT (EBIT)

The result of the period is Lire 16,539 million (9.5 percert on turnover); 1999 same
period was Lire 10,955 million (9.5 percent on turnover). Consdering absolute
vaues the growth stands-up at plus 50.4 percent.

Such an important result is due to the improved manufecturing efficiency, to the
scde economy generated by larger production volumes, to the improved margins of
profit. This result is however negativdy influenced, though margindly, by the
Convergent Primalaoss (Lire 295 million) for the 8 months period indde the Group.

We bdieve that to have succeeded in keeping Steady the overdl EBIT percentage
through the reorganisation process of Convergent Prima (getting quickly to a bresk-
even) it may be consdered a good starting point for the USA market growth.



PROFIT BEFORE TAXES

The gross profit of the period is Lire 17,469 million (10 percent on turnover); 1999
same period was Lire 9,473 million (8.2 percent on turnover). In absolute values the
variation is equa to 84.4 percent (Convergent Primaloss = Lire 538 million).

The result of the Group before taxes is of Lire 930 million higher than the operating
result because Prima Industrie SpA has entered net extreordinary incomes on its
profit and loss account for research and development contributions received
belonging to previous years (see paragraph short term evolution).

NET FINANCIAL POSITION

12/31/00 09/30/00 12/31/99

Liquidity 8,224 14,123 17,330
Short-term debts with finencid indtitutions (12,450) (27,154) (5,316)
Medium and long-term debts with banks

and other indtitution: short-term position (6,276) (6,295) (871)
Medium and long-term debts with banks

and other inditution: long-term position (17,163) (15,966) (17,855)
Tota position (27,665) (35,292) (6,712)

Exduding the net medium-long term pogtion which increased from Lire 15,966
million to Lire 17,163 million, debts towards banks reduced from Lire 19,326 million
as a September 30 to Lire 10,502 million as a December 31, because of a lower
inventory and an improved trend of cash collection (customes and R&D
contributions).

At the end of the period the ratio between own financial means/borrowed capitals
(before taxation) exceeds 2, which grants to the Company a deeper breathing for
investment planning.

For the Board of Directors
The Managing Director
Ing. Gianfranco Carbonato




PRIMA INDUSTRIE GROUP

FINANCIAL STATEMENTSASAT DECEMBER 31, 2000
(all amounts are expressed in millions of Italian lire)

BALANCE SHEET

12/31/2000 09/30/2000 12/31/1999

Unaudited Unaudited Audited

ASSETS
Assets
Intangible assets 7,010 6,737 2,048
Tangible assets 9,992 9,127 4111
Total fixed assets 2634 3,011 2457
Total assets 19,636 18,875 8,616
Working capital
Inventories 41,129 48,258 23,401
Trade receivables 73,999 75,298 57,286
Other receivables 16,494 13,096 7,341
Cash and banks 8,224 14,123 17,330
Total working capital 139,846 150,775 105,358
Accrued income and prepaid expenses 937 1,492 792
Total assets 160,419 171,142 114,766
LIABILITIES
Shareholders equity
Shareholders' equity - Group *) 56,045| (*) 51,658 34,165
Minority interest *) 6291 (*) 5,821 1978
Total shareholders equity - Group 62,336 57,479 36,143
Employees severance pay 5,468 5,138 4,806
Contingent liahilities fund 7,608 8,510 4,087
Loans
M ediumHong term loans 17,163 15,966 17,855
Bank borrowings 12,450 27,154 5316
Borrowing from other fin. institutions 6,276 6,295 871
Trade payables 39,912 40,355 33,694
Other payables 7,623 9,269 10,880
Total loans 83,424 99,039 68,616
Accrued liabilities and deferred income 1,583 976 1114
Total liabilities 160,419 171,142 114,766

(*) beforeincome tax of the period
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PRIMA INDUSTRIE GROUP

STATEMENT OF INCOME ASAT DECEMBER 31, 2000
(all amounts are expressed in millions of Italian lire)

Asat Asat| Fourthquarter| Fourth quarter
12/31/2000 12/31/1999 2000 1999
Revenues from sales and services 174,196 115,264 54,846 33,812
Changesin WIP and finished goods (1,999 3,429 (5,812 (1,776)
Increase from internal work (assets) 552 665 172 153
Other revenues and income 4,093 2,192 2419 743
TOTAL VALUE OF PRODUCTION 176,847 121,550 51,625 37,932
Purchase of raw materials and suppliers (85,674) (59,914) (23,738) (17,082
Service expenses (32459 (23,0449 (10,361) (7,930)
L ease and rent costs (2,029) (1,206) (667) (300)
Other operating expenses (3,554) (2,079 (19) (1,255)
TOTAL COSTSOF PRODUCTION (123,716) (86,243) (34,785) (26,567)
ADDED VALUE 53,131 35,307 16,840 11,365
Personnel expenses (32,693) (21,639) (9,514) (5,893)
MOL (EBITDA) 20,438 13,668 7,326 5,472
Amortisation and depreciation (3,899) (2,673 (1,856) (727)
OPERATING RESULTS(EBIT) 16,539 10,995 5,470 4,745
Financial income and depreciation (1,241) (995 304 (407)
Adjustmentsto financial assets (208) (725) (16) (495)
Extraordinary items 2,279 198 512 693
PROFIT BEFORE INCOME TAX 17,469 9,473 6,270 4,536
- of which others 1,701
- of which Group 15,768
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PRIMA INDUSTRIE SPA

FINANCIAL STATEMENTSASAT DECEMBER 31, 2000

(all amounts are expressed in millions of Italian lire)

APPENDIX

BALANCE SHEET

12/31/2000 09/30/2000 12/31/1999

Unaudited Unaudited Audited

ASSETS
Assets
Intangible assets 2,068 2,003 1,990
Tangible assets 2,129 1,908 937
Financial assets 16,121 18,536 4,145
Total fixed assets 20,318 22,447 7,072
Working capital
Inventories 18,819 23,965 18,268
Trade receivables 63,114 62,581 54,272
Other receivables 10,874 9,533 6,024
Cash and banks 5,960 10,233 15121
Total working capital 98,767 106,312 93,685
Accrued income and prepaid expenses 1,282 1547 924
Total assets 120,367 130,306 101,681
LIABILITIES
Shareholders equity
Shareholders’ equity *) 51582 (*) 46,250 31,860
Employees’ severanceindemnity 4,009 3,730 3,469
Contingent liabilities fund 4,792 7,286 4,673
Loans
M ediumHong term loans 13,727 13,037 17,855
Bank borrowings 4,280 17,775 3,793
Borrowing from other fin. institutions 5,629 5,629 392
Trade payables 29,759 30,001 28,975
Other payables 5,097 5815 9,404
Total loans 58,492 72,257 60,419
Accrued liabilities and deferred income 1492 783 1,260
Total liabilities 120,367 130,306 101,681

*) before income tax of the period




PRIMA INDUSTRIE SPA

STATEMENT OF INCOME ASAT DECEMBER 31, 2000

(all amounts are expressed in millions of Italian lire)

APPENDIX

Asat Asat| Fourth quarter| Fourth quarter

12/31/2000 12/31/1999 2000 1999
Revenues from sales and
services 122,718 95,487 37,084 31,712
Changes in WIP and finished
goods (2,238) 3,407 (4,314) (520)
Increase from internal work
(assets) 423 562 144 (397)
Other revenues and income 4,399 1,785 2,723 936
TOTAL VALUE OF
PRODUCTION 125,302 101,241 35,637 31,731
Purchase of raw materials
and suppliers (60,464) (52,169) (16,425) (16,146)
Service expenses (26,255) (19,905) (9,060) (6,089)
L ease and rent costs (1,631) (1,226) (541) (378)
Other operating expenses (2,079) (1,969) (132 (788)
TOTAL COSTSOF
PRODUCTION (90,429) (75,269) (26,158) (23,401)
ADDED VALUE 34,873 25,972 9,479 8,330
Personnel expenses (19,837) (16,260) (5,400) (4,437)
MOL (EBITDA) 15,036 9,712 4,079 3,893
Amortisation and
depreciation (2,045) (2,000) 619 (530)
OPERATING RESULTS
(EBIT) 12,991 7,712 4,698 3,363
Financia income and
depreciation (511) (759) 764 (43)
Adjustments to financia
assets (1,135) (725) (A3 -
Extraordinary items 2,279 (3,721) 513 (3,737)
PROFIT BEFORE
INCOME TAX 13,624 2,507 5,032 (417)




