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PRIMA INDUSTRIE GROUP

BOARD OF DIRECTORS REPORT ON THE CONSOLIDATED
FINANCIAL STATEMENTS FOR THE QUARTER ENDED MARCH 31,
2001

(Approved by the Company Board of Directors held on May 11, 2001)

INTRODUCTION

This report covers the Group consolidated financid information up to March 31,
2001 prepared and divulged in accordance with article 2.6.2. of the New Market of
the Italian Stock Exchange regulations and 1A 2.4.1 of the Ingructions and complies
with aticle 82 of Consob rulings ex resolution 11971 and successve amendments.
Datas rdated with the quarter under condderation have not been audited by
PricewaterhouseCoopers SpA being not compulsory.

The information which follow have been prepaed on same principles previoudy
used by the Group for its interim and end-of-the year accounts. Therefore the
comparison between the two periods 01/01/2001-03/31/2001 and 01/01/2000-
03/31/2000 is homogeneous.

The financid datements concerning Prima Industrie SpA (the Group leader aone) as
at March 31, 2001 are also herewith enclosed.

GENERAL NOTICE

As from January 1, 2001 for Prima Industrie SpA as well as for dl the Itdian
companies of the Group the accounts are prepared in euro and therefore from this
report onwards all figures are expressed in thousands of euro unless otherwise

specified.



THE GROUP ACTIVITY

During the period under condderation there have been no changes in the activity
performed by Prima Industrie SpA nor by the other companies of the Group.

ACCOUNTING PRINCIPLES

During the period under examination, there have been no changes on the accounting
principles and therefore datas comparison is consstent with those of the past.

In drawing the accounts have not been edtimated vaues which could have not in
anyway influenced the overdl postion of the Group.

However, edimation procedures eventudly different from those normaly practised
dill assure rdiable information and communication to the market. 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 March 31, 2000 has
changed because of the insartion 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 registered a limited loss for the
period due to interests and financid charges. However, the operating result of this 3
months of 2001 is bascdly a bresk-even. The Company turnaround goes on as
expected though its consolidation generates a limited dilution effect, principaly in
percentage, on the Group gross profitability as it appears from the table which
follows

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

ELESTA AG, acquired on July 1, 2000 as a March 31, 2001 was held only for 60
percent of its capitd and was not consolidated as at March 31, 2001 (it is classfied
as a financid activity not representing immobilisation) because is in course of being
transferred to a third party. During the year 2001 a further portion of its share capitd
will pass hands leaving with us a 30 percent only. In any case its performance would
have not Sgnificantly affected the financid and economical position of the Group.



The economic transactions between the consolidated companies of the Group and
those evaluated with the net asset method do not generated any Significant impact on

the Group resuilt.

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

per share)
03/31/01] % |03/31/01] % 03/31/00] %
induding excduding
Convergent Prima Convergent Prima
Sdes 21,106 100.0 16,478 100.0 16,721 | 100.0
Mol/Ebitda 1,921 9.1 1,835 11.1 1,962 | 117
Operating profit
(EBIT) 1,472 7.0 1,489 9.0 1,730 | 10.3
Profit before
taxes (EBT) 1,544 7.3 1,645 10.0 1,482 8.9
Number of shares
(face vdue
20,000 lire each) 900,000 900,000 857,000
Mol/Ebitda per
share 2.13 2.04 2.29
Operating  profit
per share 1.64 1.65 2.02
Profit before
taxes per share 1.72 1.83 1.73

RATES OF EXCHANGE USED TO CONVERT NON EURO CURRENCIES

Currency Average exchange rate Period-end exchange rate
for the period
03/31/01 03/31/00 03/31/01 03/31/00
USdoallar 0.9232 0.9866 0.8832 0.9553




MOST SIGNIFICANT EVENTS
COMMERCIAL TREND

The generd dowing down of the capitd goods market due to the internationd
economic gtuation, of which we made a mention in our previous report as at
December 31, 2000 was confirmed during the first quarter of the year 2001. In such
period, as for Prima Industrie aone were acquired orders for a tota value of Euro
17,653 thousand as against orders acquired during the same period of 2000 for Euro
16,669 thousand.

At the end of period, the order backlog for laser machines only is however important
and in line with the previous year (Euro 24,685 thousand as againg Euro 25,065
thousand as at March 31, 2000).

In consolidated terms the order backlog at March 31, 2001 is about Euro 38,700
thousand with condderable increase in respect of March 31, 2000 which was Euro
29,900 thousand. This is due to a very favourable trend of Prima Electronics as well
as to the consolidation of Convergent Prima.

Having as a term of comparison the year 2000 which was particularly good, we must
say that the first quarter of 2001 confirms the strength of our reference market adso
during dackening business cycles.

RESEARCH AND DEVELOPMENT CONTRIBUTIONS

Project Eureka/EU 1784 Publics (file no. 64275 Push button machine). The
contribution quota pertaining to the period in connection with the work carried out is
Euro 142 thousand. In financid terms during March we cashed Euro 429 thousand.
Remains a baance to be recaeived (based on the files aready approved in December
2000) of Euro 196 thousand. It is expected the project to be completed during the
year 2003.

Project MURST (file no. 6175, relaed with the development of a cutting and welding
system of high productivity and flexibility).

On the bass of the costs ascertained up to the end of November 2000, we have
cashed during the first quarter (between February and March) Euro 526 thousand as a
contribution (not be refunded) and Euro 1,483 thousand as a long term loan at the
interest rate of 2 percent p.a.

We have further accounted, during the first quarter of 2001, as againgt the work
carried-out in connection with the accomplishment of the project Euro 65 thousand.
This project is expected to terminate by the year 2002.



The above is a prove of the Company commitment towards the development of new
product and the improvement of those aready exiging.

SHORT-TERM EVOLUTION

In closng the year 2000 in which the Group obtained an outsanding performance in
terems of sdes as wdl as gross profitability and consdering the satisfactory orders
collection redised during the first four months of the year 2001, we think we should
look at the near future as a period of internal growth consolidation as, on the other
hand, was anticipated during the second semester of the year 2000. The consolidation
of the companies acquired will, in any case, generate a consderable increase of the
year business volume as dready shown during this first quarter (+ 26 percent).

We have in fact formdised a second drategicd investment in North America by
ggning, on April 2, 2001, with the Group GS Lumonics (listed a the Nasdag and
Toronto stock exchange) the agreement for the acquigtion of our competitor
Laserdyne (trade mark, products and inventory) leader on the USA market for
tridimentional laser gpplications and world leader in the airgpace sector.

The acquigtion has been made by Prima US Inc. 100 percent owned by Prima
Indugtrie SpA which has subsequently changed its name into Laserdyne Prima Inc.
Located near Minnegpolis (Minnesota — USA) in a modern factory of approximately
10,000 square meters, Laserdyne will bring to the Group an important patrimony of
cudomers, indaled sysems (gpproximatdy 500) and highly skilled personne
(approximately 90 units).

A long and close negotiagion in a difficult moment of the American economy
(though the arspace sector in which Laserdyne redises more than 50 percent of its
business is in a srong upward trend) gave us the possbility to limiting the price of
the invesment to around US$ 9 million. However, the find price will be established
within next few months on the basis of the accounts results as a April 2, 2001
subject to the verification of our Auditors PricewaterhouseCoopers.

From the financid point of view the invesment will be pad trough a financid loan
for about 50 percent and, the remaining 50 percent, trough a Prima Industrie SpA
capita increase.

With this important acquigtion trough which the Group will definitely achieve the
world leadership in the sector of tridimentiond laser gpplications, we think to have
completed the drategical operations in USA. We are now actively working to make
profitable the verticad integration with Convergent Prima (lasers) and thet horizontd
(products and markets) of Laserdyne Prima.



Today’s shareholders meeting of our Company beyond the approva of the
Company baance sheet for the year 2000, have aso resolved on some important
issues such as.

the text of Corporate Governance ruling and the assembly regulations;
the Board of Directors extendon from 6 to 8 members by appointing 2
independent directors.

Furthermore, as regards the Company stock of shares, it was defined:

to trandate from Lire into Euro the Company capitd;

to sart the shares splitting process with a ratio of one to four and this means one
exiging share of 10 euro as agangt 4 new shares of 25 euro each. This will
facilitate shares circulation.

The Board of Directors in examining this report has dso approved the second
“tranche” of the stock option plan (assigning for the two years 2001/2002 no. 37,000
option rights out of the 37,500 ill avalable) involving managers and seniors of the
Company of the Group including the American recent acquisitions.

We bdieve tha this operaion will strongly simulate the Group managerid daff to
continue in tenacioudy pursuing the cregtion of vdue to the advantage of dl
shareholders consdering that the assignment is done a market current value and that
the exerciang of the stock option is conditiond to the reaching of pre-established
targets of growth and profitability for each one Company involved as well as the
Group.

On the bads of the genera shareholders meeting resolutions of May 14, 1999 the
Board has further decided a Prima Industrie SpA capital increase trough the issuing
of no. 65,000 new shares (equal to 260,000 after splitting) reserved to one or more
inditutiond investors interested to the logic of medium term Company development.
This operation will be findised during the incoming month of June after the splitting
operation being concluded.

REPORT ON OPERATIONS

SALES

Sdes have been Euro 21,106 thousand with an increase of 26.2 percent on same
period of the previous year (Euro 16,723 thousand).



At March 31 may be classfied asfollows

BY PRODUCT AND GEOGRAPHICAL AREA

03/31/01 03/31/00
Thousands % Thousands of %
of euro euro
3D laser products:
Italy 1,146 2,567
Europe 2,628 1,611
USA 1,489 458
Rest of world 396 1,514
Tota 5,659 26.8% 6,150 36.8%
2D laser products:
Italy 2,393 3,519
Europe 2,482 2,232
USA - -
Rest of world 1,096 470
Tota 5,971 28.3% 6,221 37.2%
Electronics systems
and other products
and services
Italy 963 786
Europe 2,090 1,793
USA - 8
Rest of world 46 -
Tota 3,099 14.7% 2,587 15.5%
Technical assistance
and miscellaneous
Italy 748 524
Europe 806 892
USA 160 253
Rest of world 62 94
Tota 1,776 8.4% 1,763 10.5%
Subtotal 16,505 78.2% 16,721 | 100.0%
L aser generator,
systems and services
Italy 269
Europe 607
USA 2.779
Rest of world 946
Tota 4,601 21.8%
Salestotal 21,106 | 100.0% 16,721 | 100.0%




In connection with the above, it is noticesble the important Company growth in
abolute vaues. The percentage weights must be vaued in function of the
Convergent Prima whose products did not appear on the first quarter statements of
the year 2000. Excluding the effect due to the acquidtion the turnover increased in
absolute vaue because to the dectronic products so confirming the excelent
performance of the controlled Prima Electronics and its reference market. Still
examining the absolute vaues it can be noticed the strong increase of the 3D laser
systems on the European and North American markets and of the 2D systems on
Asan and South American markets. On the contrary, it gppears quite clear the
decrease of the Itdian market on both sectors probably awaiting the result of the
incoming political dection.

Referring to the lasr machines only, the number of machines involved and delivered
isthefalowing:

03/31/01 03/31/00
M achine number % M achine number %
Totd 3D machines 10| 33.3% 11| 36.7%
Totd 2D machines 20| 66.7% 19| 63.3%
Tota 30| 100.0% 30| 100.0%

Being the overadl number machine same as for the previous year the mix compostion
is favourable to the 2D sysems (lower prices) which in some way judtifies the
limited turnover reduction registered for this category of products.
The geographica digtribution of sdesisthe following:

03/31/01 03/31/00
Thousands % Thousands %
of euro of euro
Italy 5,519 26.1% 7,579 45.3%
Europe 8,613 40.8% 6,528 39.0%
USA 4428 21.0% 536 3.2%
Rest of world 2,546 12.1% 2,078 12.5%
Tota 21,106 100.0% 16,721 100.0%

The above show the increases registered in Europe in both, absolute vaues and
percentages. It shows dso the remarkable improvement of the American market
mainly due to the Convergent Prima acquisition.



On the contrary even more evident it gppears the dowing of the home market where,
we must say, no loss due to competition was registered.

Thanks to suitable marketing drategies the Group redises, for the period, a good
performance in terms of percentages but aso to absolute vaues dso on the Asian
market.

MOL (EBITDA) AND OPERATING RESULT (EBIT)

The gross operating profit as at March 31, 2001 is Euro 1,921 thousand (equal to 9.1
percent of turnover) basicaly in line in asolute vaues with same period of previous
year (Euro 1,962 thousand equal to 11,7 percent on turnover).

The operating result as a March 31, 2001 is Euro 1,472 thousand (equd to 7 percent
of turnover). Same period of previous year was Euro 1,730 thousand equa to 10.3
percent of turnover.

The reductions in percentages must be put in reaion with the acquidtion of
Convergent Prima which materidised after the first quarter of the year 2000 whose
operating break-even generates a dilution effect on the Group margins of profit.

The EBIT vdue cdculaied without Convergent Prima registers, however, a dowing-
down trend due to a certain extend to trandtory events (non structura) and for the
ret to a certan pressure on sdes prices and margins of profits connected with the
genera economic Stuation.

PROFIT BEFORE TAXES

The gross profit is Euro 1,554 thousand (7.3 percent on turnover). Previous year was
Euro 1,482 thousand (8.9 percent on turnover). The growth in absolute values was
therefore equal to 4.2 percent.

The Group result before taxes exceeds by Euro 72 thousand the operaing result
because of the overdl pogtive effect of the financiad management for the period. In
particularly thanks to favourable exchange rate of the US dollar as a March 31, 2001
in connection with the increasing trend of the Company businessin the dollar area.



NET FINANCIAL POSITION

03/31/01 12/31/00 03/31/00

Liquidity 5,218 4,421 5,404
Short-term debts towards banks (7,393) (6,741) (2,772)
Mediunvlong-term debts towards banks

and inditutions short-term position (3,486) (2,970) (360)
Mediunvliong-term debts towards banks

and inditutions — long-term position (8,513) (9,135) (9,221)
Net position towards the system (14,174) (14,425) (6,949)

Though the increase registered by the Company business volume, the Company net
financid pogtion did not bascdly changed because of the good management of the
Company net working capital. This in turn registers, as it happens during the first
quarter of every year (seasond effects) a certain reduction of the receivables together
with an inventory increese of semi-finished goods and consequent increase of the
payables to suppliers.

At the end of the period the rate own financid meansithird party financid remains
superior to 2.

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

FINANCIAL STATEMENTSASAT MARCH 31, 2001
(all amounts are expressed in thousands of euro)

BALANCE SHEET

03/31/2001 12/31/2000 03/31/2000

Unaudited Audited Unaudited

ASSETS
Assets
Intangible assets 3,960 3,629 964
Tangible assets 5,230 5,157 2,387
Total fixed assets 1,506 1515 1,388
Total assets 10,696 10,301 4,739
Working capital
Inventories 28,224 21,197 15,896
Trade receivables 36,288 44,687 29,867
Other receivables 6,806 878 4,051
Cash and banks 5,218 4421 5,404
Total working capital 76,536 71,183 55,218
Accrued income and prepaid expenses 470 498 556
Total assets 87,702 81,982 60,513
LIABILITIES
Shareholders equity
Shareholders' equity - Group *) 26,809 25386| (*) 19,074
Minority interest *) 3,021 2918| (*) 1,150
Total shareholders equity - Group 29,830 28,304 20,224
Employees severance pay 2872 2,825 2,517
Contingent liabilities fund 4,621 4,749 2,099
Loans
M ediumtlong term loans 8,513 9,135 9,221
Bank borrowings 7,393 6,741 2,772
Borrowing from other fin. institutions 3,486 2,970 360
Trade payables 24,519 20,977 18,366
Other payables 5,587 5,458 3453
Total loans 49,498 45,281 34,172
Accrued liabilities and deferred income 831 823 1501
Total liabilities 87,702 81,982 60,513
*) before income tax of the period
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PRIMA INDUSTRIE GROUP

STATEMENT OF INCOME ASAT MARCH 31, 2001
(all amounts are expressed in thousands of euro)

Asat Asat

03/31/2001 03/31/2000

Revenues from sales and services 21,106 16,721
Changesin WIP and finished goods 3,723 2,419
Increase from internal work (assets) 15 45
Other revenues and income 355 116
TOTAL VALUE OF PRODUCTION 25,199 19,301
Purchase of raw materials and suppliers (13,376) (10,460)
Service expenses (4,389) (3,275)
L ease and rent costs (433 (140)
Other operating expenses 76 (377)
TOTAL COSTSOF PRODUCTION (18,122) (14,252)
ADDED VALUE 7,077 5,049
Personnel expenses (5,156) (3,087)
MOL (EBITDA) 1,921 1,962
Amortisation and depreciation (449 (232
OPERATING RESULTS(EBIT) 1,472 1,730
Financial income and depreciation 72 (248)
Adjustments to financial assets - -
Extraordinary items - -
PROFIT BEFORE INCOME TAX 1,544 1,482
- of which others 226 237
- of which Group 1,318 1,245




APPENDIX

PRIMA INDUSTRIE SPA

FINANCIAL STATEMENTSASAT
MARCH 31, 2001



PRIMA INDUSTRIE SPA

FINANCIAL STATEMENTSASAT MARCH 31, 2001

(all amounts are expressed in thousands of euro)

BALANCE SHEET

03/31/2001 12/31/2000 03/31/2000

Unaudited Audited Unaudited

ASSETS
Assets
Intangible assets 1321 1,076 931
Tangible assets 1211 1,105 591
Financial assets 8,287 8,401 2,136
Total fixed assets 10,819 10,582 3,658
Working capital
Inventories 13,768 9,719 11,924
Trade receivables 30,797 32,898 29,292
Other receivables 5,831 4,865 3,550
Cash and banks 4,495 3,087 3,774
Total working capital 54,891 50,569 48,540
Accrued income and prepaid expenses 439 675 545
Total assets 66,149 61,826 52,743
LIABILITIES
Shareholders equity
Shareholders’ equity (*) 24,807 23759 (*) 17,399
Employees’ severance indemnity 2,082 2071 1822
Contingent liabilities fund 3,138 3,385 2,800
Loans
M ediumtlong term loans 6,813 7,026 9,221
Bank borrowings 2,333 2,208 1,877
Borrowing from other fin. institutions 3,166 2970 37
Trade payables 19,052 13,901 15464
Other payables 4,151 5,715 2,832
Total loans 35,515 31,820 29,431
Accrued liabilities and deferred income 607 791 1,291
Total liabilities 66,149 61,826 52,743

*) before income tax of the period




PRIMA INDUSTRIE SPA

STATEMENT OF INCOME ASAT MARCH 31, 2001

(all amounts are expressed in thousands of euro)

Asat Asat

03/31/2001 03/31/2000
Revenues from sales and
services 12,965 13,885
Changesin WIP and finished
goods 2,988 1,693
Increase from internal work
(assets) - 24
Other revenues and income 371 132
TOTAL VALUE OF
PRODUCTION 16,325 15,734
Purchase of raw materias
and suppliers (8,737) (8,480)
Service expenses (3531) (2,873
L ease and rent costs (284) (152)
Other operating expenses 100 (506)
TOTAL COSTSOF
PRODUCTION (12,452) (12,011)
ADDED VALUE 3,873 3,723
Personnel expenses (2,769) (2332
MOL (EBITDA) 1,104 1,391
Amortisation and
depreciation (200) (211)
OPERATING RESULTS
(EBIT) 904 1,180
Financial income and
depreciation 249 (236)
Adjustments to financia
assets (105) -
Extraordinary items - -
PROFIT BEFORE
INCOME TAX 1,048 944




