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1.  STRUCTURE OF THE PRIMA INDUSTRIE GROUP 

Succursale/Ufficio di rappresentanza
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& OVERSEAS

PRIMA NORTH AMERICA Inc .
Chicopee (MA) - USA
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PRIMA ELECTRONICS S.p.A
Moncalieri (TO) - Italy
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Birmingham - UK

100%

PRIMA INDUSTRIE GmbH
Frankfurt - Germany
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PRIMA SCANDINAVIA AB
Göteborg - Sweden
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PRIMA RESEARCH CENTRE
Bari - Italy

PRIMA FRANCE
Paris - France

PRIMA ESPAÑA
Barcelona - Spain

PRIMA SCHWEIZ
Zurich - Switzerland

SNK PRIMA
Osaka - Japan

50%

UNITY PRIMA
Shangai - China

27,5%

SMTCL - PRIMA 
Shenyang -China

50%

PRIMA INDUSTRIE
BEJING OFFICE

Bejing - China

Laserdyne Systems
Champlin (MN)

Prima Laser Tools
Chicopee (MA)

Convergent Lasers
Chicopee (MA)

Entità giuridica

 
 
 

Legal entity 
 
Branch / Representative office
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2. INTRODUCTION 
 
NORMATIVE FRAMEWORK 
 
In the application of European Regulation No. 1606 dated July 19, 2002 and in accordance with 
section 81 of Regulation No. 11971 on Issuers, as amended by Consob regulation No.14990 of 
April 14, 2005, the Prima Industrie Group has prepared the half-yearly report at June 30, 2005 in 
conformity with the International Accounting Principles approved by the European Commission 
(hereinafter referred to individually as IAS/IFRS or together, as IFRS). 
 
The half-yearly report at 06/30/2005, in compliance with paragraph 8 of IAS 34 ("Interim Financial 
Statements"), includes the following minimum components: 
 

a) Summarized Balance Sheet; 
b) Summarized Income Statement; 
c) Summarized statement of changes in stockholders' equity 
d) Summarized cash flow statement and 
e) Specific explanatory notes as required by paragraph 16 of IAS 34. 

 
Moreover, in accordance with paragraph 3 of section 81 of the Issuers Regulation No. 11971 
referred to above, the half-yearly report also includes the accounting statements of the parent 
company, prepared in accordance with Italian Accounting Principles (local GAAP) because these 
statements will also be used for the Annual Financial Statements at December 31, 2005. 
Reference will be made to these principles when information relating to the Parent Company is set 
out. 
 
Similarily, the information relative to the Financial Statements of the other subsidiary companies of 
the Group is shown using local GAAP. 
 
The information included in the half-yearly report as at December 31, 2004 re-determined in 
accordance with IFRS, approved at the date of this interim report, is the information that will be 
published for comparative purposes in the Consolidated Financial Statements of the Group at 
December 31, 2005. For certain aspects, the adjustment and interpretation activities of the official 
bodies set up in this regard and the necessary approval process by the European Commission is 
currently underway. It follows that as at date hereof, it is still possible that such information will 
undergo change in the course of the next few months. 
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GENERAL INFORMATION 
 
Founded in 1977, PRIMA INDUSTRIE S.p.A. (“the company”) designs, manufactures and markets 
high powerl laser systems for cutting, welding and surface treatment of three-dimensional (3D) and 
flat (2D) components. 
 
During the period 1995 – 2001, after focusing the strategic business on laser systems for industrial 
applications, the Company has continuously recorded double-figure growth rates, simultaneously 
becoming one of the leaders in the laser systems market. More recently, maintaining its own 
leadership in three-dimensional applications, Prima Industrie has also become an important 
manufacturer on the market relating to the laser cutting of flat surfaces, thanks to its strong 
commitment to product innovation and its extensive sales and customer service network. 
 
Together with its subsidiary company Prima Electronics S.p.A., Prima Industrie has accumulated 
significant skill and know-how in the industrial electronics field, as well as in control technology and 
real-time software, success factors in the continuous innovation of the product necessary to 
maintain its leadership in a high-tech sector with highly developmental dynamics.  
 
In May 2000, the Company acquired Convergent Energy Inc. in America. Through this acquisition 
the Prima Group integrated the knowledge required to internationalize its design and manufacture 
of CO2 and solid state lasers, in addition to strengthening its own presence on the US market. 
 
In April 2001, the Company acquired the net assets of the Laserdyne Division from GSI Lumonics 
– the division is a leader in the design, manufacture and sale of multi-axis laser systems, especially 
in the field of precision micro-boring, cutting and welding for the aero-space and energy industries. 
Thanks to this acquisition, the Prima Group has broadened its presence in North America and in 
the aerospace market. 
 
In 2002, the USA activities were combined and consolidated into a single legal entity - Prima North 
America Inc. - located at two productive premises: Chicopee in Massachusetts (Convergent Lasers 
and Prima Laser Tools) and Champlin in Minnesota (Laserdyne Systems). 
 
In 2003, the Company increased its presence on the Asian market, where it currently also operates 
through three Joint Ventures, two in China and one in Japan. 
 
During the period 2004-2005, the Company further consolidated its sales and service structures in 
Europe through the incorporation of Prima Scandinavia AB and Prima Industrie UK Ltd., as well as 
through the acquisition by Prima Industrie GmbH of the activities of the previous German 
distributor. In addition to the three companies mentioned above there are also the branch offices in 
Spain, France, Switzerland and China, as well as the Research and Development centre set up in 
Bari in 2003.  
 
The Prima Group's mission is to systematically expand the range of its production and services 
and to continue to grow as a world supplier of laser systems and solutions for industrial 
applications and industrial electronics -  markets that are characterized by high technology with 
elevated growth rates. 
 
The Parent Company, Prima Industrie S.p.A., has been listed on the Italian Stock Exchange since 
October 1999 (currently STAR section); the company has its registered office and its business 
premises in Collegno (TO), via Antonelli 32. 
 
This half-yearly report was approved by the Board of Directorson September 28, 2005.  
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3. BUSINESS TREND 
 
REVENUES AND PROFITABILITY 
 
The consolidated income for the first half of 2005, valued in compliance with IAS 18 (which 
directive provides for the recognition of revenue generally at the time of the end-customer's 
acceptance of the project) amounts to 46,370 thousand Euro. 
This figure is slightly down compared to 06/30/04 (it was 48,810 thousand Euro) mainly as a result 
of the depreciation of the US Dollar, the currency in which approximately 30% of the Group’s sales 
are expressed, as well as an increase (compared to the same period in the previous year) in the 
number of machines delivered, which have not yet completed the steps required for the customer's 
final approval (transport, installation, training). 
In the face of the above, the production volume is substantially stable, fixed at 50,311 thousand 
Euro at 06/30/2005 (it was 50,762 thousand Euro at 06/30/04). 
 
28.4% of the sales were effected in Italy, (27,3% at 06/30/04), 42.6% in Europe (39.4% at 
06/30/04), 16.9% in North America (21.4% at 06/30/04) and 12.1% in Asia and the rest of the world 
(11.8% at 06/30/04). As usual these revenues do not consolidate the turnover of the Japanese and 
Chinese Joint Ventures, where the Group does not hold a controlling interest. 
 
At a profitability level, the Group's EBITDA, equal to 2,861 thousand Euro, grew by 6% compared 
to the 2,699 thousand Euro at 06/30/04. 
Consolidated EBIT improved and was fixed at 2,281 thousand Euro, equal to about 5% of sales 
(2,116 thousand Euro at 06/30/04, equal to 4.3% of sales). This was also the situation with the 
profit before tax that amounted to 1,749 thousand Euro for the period (1,492 thousand Euro at 
06/30/04). 
 
The net profit showed a significant improvement (up 63%) and was fixed at 777 thousand Euro 
compared to the 476 thousand Euro of the previous financial year. This was due to less tax as a 
result of Prima North America's contribution to the profit before tax, which company benefits from 
tax losses brought forward.  
It follows that the profit per share for the period, taking into account the average number of treasury 
stock held in the six months, amounts to 0.17 Euro per share (compared to 0.10 Euro per share at 
06/30/04). 
 
 
ORDER ACQUISITION AND THE ORDER PORTFOLIO 
 
As at 06/30/05 the consolidated order acquisition amounted to 51,417 thousand Euro, slightly up 
when compared to the 50,596 thousand Euro of the previous financial year. In addition, the 8% 
increase in the order portfolio is significant - this amounts to 39,073 thousand Euro compared to 
the 36,237 thousand Euro at 06/30/04. 
 
It should also be noted that the improving trend in the sales results accelerated in July and August, 
bringing the order portfolio at 08/31/05 to in excess of 46 million Euro, a figure which is in line with 
the sales for the entire first half of the current year. 
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NET FINANCIAL POSITION  
 

 06/30/05 12/31/04 06/30/04 
CASH AND CASH EQUIVALENTS 10,337 6,448 4,853 
    
SHORT-TERM BORROWINGS FROM BANKS AND 
OTHER LENDERS 

 
(9,185) 

 
(9,711) 

 
(6,628) 

    
MEDIUM/LONG-TERM PAYABLES DUE TO BANKS 
AND OTHER LENDERS (*) 

 
(15,779) 

 
(12,156) 

 
(16,959) 

    
TOTAL NET EXPOSURE TO THE CREDIT SYSTEM  

(14,627) 
 

(15,419) 
 

(18,734) 
 
(*) Also includes the leasing charges and the debt items relating to the Sabatini pro-solvendo 

transactions in existence. These items amount to 2,348 thousand Euro at 06/30/05 (they were 
2,860 thousand Euro at 12/31/04). 

 
The net financial position highlights the overall exposure to credit institutions and other lenders 
(including the Ministry of Productive Activities and leasing companies).    
The net financial position (-14,627 thousand Euro at 06/30/2005) has improved by an amount of 
approximately 0.8 million Euro compared to 12/31/2004 (-15,419 thousand Euro) and by almost 
4.2 million Euro compared to 06/30/04 (-18,734 thousand Euro) mainly due to efficient 
management of the working capital and in spite of the increase in contract work in progress in the 
expectation of an increase in the sales volumes in the second-half of the financial year. 
During the six months the activity of repaying the medium/long-terms loans continued and an 
amount of 1,837 thousand Euro was repaid. In the face of this the Group entered into new loans 
for a total of 8,000 thousand Euro of which 3,000 thousand Euro has not yet been utilized. 
 
The ratio between the net financial position (mainly medium/long-term) and stockholders' equity 
estimated on the basis of IAS/IFRS principles is fixed at 0.56 as against 0.74 at 06/30/04. 

 
 
RESEARCH AND DEVELOPMENT   
 
Research and Development during the six months, totalling 3,729 million Euro (3,530 million Euro 
as at 06/30/04) was, as usual, accounted for in the Income Statement. 
 
As regards the parent company, PRIMA INDUSTRIE S.p.A. (and with the intervention of the 
subsidiary, Prima Electronics insofar as the numeric control software was concerned), the activity 
carried out was mainly concerned with the Syncrono project, the revolutionary 2D machine based 
on a parallel kinematics head capable of an acceleration performance (6g) that is double that of the 
best machines on the market. The basic development activities, with the launching of a pre-series 
were completed during the semester.  
It was with great satisfaction that we were able to record that the launching of the new 2D machine 
on the market during the EMO fair, which was held at Hanover from September 14 - 21, 2005, was 
very successful. 
 
At the same time important developments were also completed as regards the main 2D product 
(PLATINO) namely, a new 10" focal head and, in collaboration with Prima Electronics, the new CN 
technological tables that allow for greater flexibility and productivity. 
During the period the developments relating to the new family of direct motor 3D heads were also 
completed. These were put into production from June 2005. 
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In addition, PRIMA INDUSTRIE S.p.A. continued with the programme relating to the PAMELA and 
RESALT projects; in fact, during the semester the technical and administrative inspection at the 
laboratories in Bari relating to the PAMELA project was successfully held and on 07/15/05 the 
inspection relating to the RESALT project was positively completed. 
The company is now awaiting the grant that has become due for these projects, which should 
exceed 2 million Euro. 
 
As regards Prima North America, the Research and Development activity was concerned with the 
development of new products, as well as the improvement of existing products and processes. In 
particular Convergent, in addition to developing a more powerful model of the CP lasers, which are 
currently installed on the Prima Industrie machine, worked to improve the solid state power supply 
for the CO2 lasers and introduced new controls for the CO2 and YAG lasers.  
Laserdyne continued with the development of a new 3D machine that will use the Laserdyne CNC 
software and which will integrate a new compact head with direct motors. 
 
 
 
TREASURY STOCK AND THE STOCK TREND 
 
As at 06/30/05 Prima Industrie S.p.A. held 26,500 ordinary shares (equal to approximately 0.58% 
of the capital) at an average weighted price of 8.8851 Euro per share. These shares were acquired 
in the performance of the mandate granted at the Ordinary Shareholders' Meeting held on May 14, 
2004.    
 
In view of the bullish trend of the stock during July and August 2005 the Company arranged to sell 
a large number of treasury stock at a profit. 
As a result, at 08/31/05 the Company held 3,250 ordinary shares in portfolio (0.07% of the capital) 
at an average weighted price of 11.9383 Euro.   
 
On 9/8/2005 the Stockholders' meeting of Prima Industrie revoked the prior mandate to buy and 
sell treasury stock and gave authorization to buy and sell a maximum of 200,000 shares of 
treasury stock (equal to approximately 4.3% of the subscribed and paid-up capital stock) for a 
period of 18 months from the date of the resolution.  
This new buy-back resolution envisages a minimum buying and selling price of 2.5 Euro per share 
(equal to the par value) and a maximum buying and selling price equal to 17.533 Euro (which 
equates to the highest reference price recorded in the 48 months preceding July 25, 2005). 
Moreover, the maximum selling price can be established on the basis of terms and procedures 
deemed expedient, from time to time. As far as off-market deals are concerned, the agreed price 
must not give rise to any loss for the Company. 
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We set out hereunder the stock trend from the beginning of the year until the date of this report 
which highlights a trend of consistent growth from the start of the year: 
 

 

 
 

 
 

Earnings per share and dividend per share 
 
(a) Basic earnings per share  
 
The basic earnings per share is determined by dividing the profit due to the stockholders of the 
Parent Company, by the average number of shares in circulation during the period, excluding the 
ordinary stock acquired by the Parent Company, held as treasury stock in portfolio. 
 
In the first half of the year, the stock in circulation amounted to 4,600,000 shares, whereas the 
average treasury stock held in the period was 11,217 shares; thus the earnings per share in 
respect of the first half of 2005 amounted to 0.17 Euro per share (compared to 0.10 Euro per share 
for the first six months of 2004). 
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(b) Diluted earnings per share 
 
The diluted earnings per share is determined by dividing the profit due to the stockholders of the 
Parent Company, by the average number of shares in circulation during the period, corrected by 
the potential number of shares, represented by the subscription rights. The estimate of the 
potential number of shares is determined as a probable estimate of the number of shares that can 
be subscribed for, at the exercise price, given the value of the option.  
 
 
As at 06/30/05, since no subscription rights on PRIMA INDUSTRIE's shares were in circulation, the 
diluted profit per share was not calculated. 
 
(c) Dividend per share 
 
On 05/13/05 the Stockholders' Meeting resolved to pay a dividend per share on the 2004 profit of 
0.14 Euro, to be paid to all the shares in circulation, excluding treasury stock held in portfolio as at 
the cutoff date for the said dividend. At 05/13/05 the treasury stock held amounted to 7,500 shares 
and thus the amount of the dividend to be paid totaled 642,950 Euro. 
Insofar as 9,000 treasury stocks were held by the company at the cutoff date (05/23/05) the 
dividend payment which took place on 05/26/05 actually amounted to 642,740 Euro.  
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SUBSEQUENT EVENTS  
 
MERGER WITH FIDIA S.p.A. 
 
On 6/7/05 Prima Industrie S.p.A. and Fidia S.p.A. announced their intention to commence an 
operation which would see the merger by means of incorporation of Fidia S.p.A. into Prima 
Industrie S.p.A. 
The operation was aimed at fulfilling the strategic objectives of both companies by allowing Prima 
Industrie to extend its business lines in additional sectors, whereas Fidia would have been able to 
achieve a size more suited to covering the global market. In particular, the integration was to have 
allowed for a better penetration into the new markets, the rationalization of structural costs in the 
Countries in which both companies are currently active, as well as the achievement of critical mass 
and greater efficiency in the industrial electronics and numerical control sector. 
 
Accordingly, the merger was to have allowed important synergies to be realized, as well as 
improving the "gearing ratio" to pursue further growth projects. 
 
The merger process followed the procedure established by the regulations with the filing of the 
required documents and with the enacting by the Boards of Directors of the two companies of an 
exchange ratio equal to 1 newly issued ordinary share of Prima Industrie S.p.A. against every 2.4 
ordinary shares of Fidia S.p.A.  
This exchange ratio, based on a DCF type analysis (Discounted Cash Flow) performed on the 
triennial development plans prepared by both companies, was supported by a fairness opinion 
given by Banca Intesa issued on 6/28/05 and confirmed by an expert report from Mazars & 
Guerard dated 8/3/05.  
 
On 8/24/05 Fidia S.p.A. released its preliminary financial results relating to the second quarter of 
2005, which highlighted a Group trend that was significantly more negative in terms of profitability 
compared to the forecasts. As a result of the above, on 9/2/05, despite reaffirming the strategic and 
industrial validity of the operation, as well as the growth strategy of the company as regards 
external lines, PRIMA INDUSTRIE S.p.A.' s Board Of Directors decided that it could no longer 
support the operation on the terms and conditions as contained in the merger project approved by 
the respective Boards on 6/28/05 in view of the significant negative impact that the merger would 
have had on the profitability and on the dividend policy of the incorporating Company. 
 
During an extraordinary meeting held on 9/8/05, the Stockholders', having noted the decision of the 
meeting of the Board of Directors held on 9/2/05, resolved not to proceed with the merger by 
incorporation of Fidia S.p.A. into PRIMA INDUSTRIE S.p.A. on the terms and conditions as 
contained in the original merger project dated 6/28/2005; 
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ACQUISITION OF THE MATRA LASER MACHINES DIVISION 
 
During May 2005, PRIMA INDUSTRIE S.p.A. signed an agreement with Matra-Werke GmbH 
(Frankfurt - Germany), a company forming part of the Linde AG Group, for the acquisition of the 
Laser Machines Division of Matra. 
 
Since 1995 Matra-Werke's Laser Machines Division has been PRIMA INDUSTRIE's partner for the 
distribution and service of laser systems for the German market (where PRIMA INDUSTRIE has 
approximately 200 machines installed). With effect from July 1, 2005, the division was integrated 
within Prima Industrie's world organization. 
 
The acquisition by PRIMA INDUSTRIE took place through its subsidiary Prima Industrie GmbH, 
which acquired the assets and liabilities of Matra's Laser Machines Division, simultaneously taking 
on the employees of the branch of the business forming the object of the acquisition (ten sales and 
service technicians). 
Over the last few financial periods, the sales achieved by the branch of the business that was 
acquired, were between 7 and 10 million Euro and the acquisition will generate additional annual 
consolidated income of approximately 2 million Euro. 
 
The assets of the transaction (comprised mainly of spare parts and machines) amount to 
approximately 1.9 million Euro compared to liabilities of approximately 1 million Euro; the price, 
equal to approximately 0.9 million Euro, will be paid to the seller when PRIMA INDUSTRIE collects 
the proceeds of the sales of the machines, from the customers and in any event, at the latest, by 
3/31/2006. Accordingly, the operation will have a marginal impact on the net financial position of 
the Prima Industrie Group. 
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4. TREND OF THE MAIN COMPANIES OF THE GROUP 
 
4.1  Accounting principles and general comment  
 
As referred to in paragraph 2 (Introduction - Normative Framework) the Financial Statements of the 
Parent Company PRIMA INDUSTRIE S.p.A, as well as those of Prima Electronics S.p.A., were 
prepared using Italian Accounting Principles. The Financial Statements of the main foreign 
subsidiary company, Prima North America Inc., were drawn up as in the past, using the US GAAP. 
 
As the table below highlights, all three main Companies of the Group have achieved sales that were 
either stable at 06/30/05, or grew slightly compared to the same period of the previous financial 
year and showed positive results in terms of profitability improvement compared to 06/30/04. 
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SUMMARY OF THE MORE SIGNIFICANT INCOME PARAMETERS AND INDICES  
(drawn up in accordance with local GAAP – figures expressed in thousands of Euro) 
 
 
 

PRIMA INDUSTRIE S.p.A. Prima Electronics S.p.A. Prima North America Inc. Other subsidiary companies 

 06/30/05 06/30/04 06/30/05 06/30/04 06/30/05 06/30/04 06/30/05 06/30/04(3) 

 Thousands 
of Euro 

% Thousands
of Euro 

% Thousands
of Euro 

% Thousands
of Euro 

% Thousands
of Euro 

% Thousands
of Euro 

% Thousands 
of Euro 

% Thousands 
of Euro 

% 

                 

Sales 31,052 100.0 31,114 100.0 8,213 100.0 7,003 100.0 14,021 100.0  100.0 1,669 100.0 3,506 100.0 

                 

MOL/EBITDA 1,271 4.1 1,292 4.2 1,201 14.6 979 14.0 800 5.7 (168) (1.2) (70) (4.2) (64) (1.8) 

                 

Operating 
income (EBIT) (2)

 
990 

 
3.2 

 
850 

 
2.7 

 
997 

 
12.1 

 
773 

 
11.0 

 
669 

 
4.8 

 
(276) 

 
(2.0) 

 
(69) 

 
(4.1) 

 
(73) 

 
(2.1) 

                 

Income (loss) 
before Taxes  

 
848(1) 

 
2.5 

 
603 (1) 

 
1.9 

 
1,007 

 
12.3 

 
782 

 
11.2 

 
432 

 
3.1 

 
(453) 

 
(3.3)  

 
(13) 

 
(0.8) 

 
(51)  

 
(1.5) 

 
EXCHANGE RATES USED FOR THE CONVERSION OF NON-EURO CURRENCIES 
 

 Currency Average exchange rate for the 
period 

Current exchange rate  
at the end of the period 

 06/30/05 06/30/04 06/30/05 12/31/04 06/30/04 
      
United States Dollar 1.285517 1.2277 1.2092 1.3621 1.2155 
Pound sterling 0.686092 0.673521 0.6742 0.70505 0.670750 
Swedish krone 9.140693 9.163965 9.4259 9.0206 9.1451 

 
(1) PRO FORMA FIGURES, GROSS OF THE WRITEDOWN OF THE EQUITY INVESTMENTS IN THE SUBSIDIARY COMPANIS, WHOSE FINANCIAL RESULT HAS BEEN HIGHLIGHTED IN 

THE RELEVANT COLUMN.  
(2) THE SUM OF THE INDIVIDUAL OPERATING RESULTS (AS SHOWN IN THE TABLE) DIFFERS FROM THE CONSOLIDATED OPERATING RESULT AS A RESULT OF THE 

CONSOLIDATION ADJUSTMENTS AND DUE TO THE LACK OF UNIFORMITY IN THE ACCOUNTING PRINCIPLES OF REFERENCE. 
(3) THE INFORMATION RELATES TO PRIMA INDUSTRIE UK LTD. AND PRIMA SCANDINAVIA AB. 
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PRIMA INDUSTRIE S.p.A. 
 
The sales for the six months (31,052 thousand Euro) are stable compared to the same period of the 
previous financial year (31,113 thousand Euro). 
 
There was an increase in the operating result, which was 990 thousand Euro (850 thousand Euro 
at 06/30/04) as well as in the profit before tax that amounts to 787 thousand Euro. 
 
The Parent Company's good results should continue into the second half of the financial year 
thanks to the order portfolio from third party customers - at 08/31/05 it amounts to 15,078 thousand 
Euro, a growth of 6% compared to the 14,214 thousand Euro at 08/31/2004. 
 
 
PRIMA ELECTRONICS S.p.A. 
 
Sales increased by more than 17% compared to the same period of 2004; the growth in profitability 
was significant and the EBIT amounted to 997 thousand Euro, an increase of more than 22% 
compared to the 773 thousand Euro of the same period in the previous financial year. 
Prima Electronics shows good prospects for the second half of the year, confirmed by an order 
portfolio from third party customers at 08/31/05 amounting to 5,500 thousand Euro (+25%) 
compared to the 4,380 thousand Euro at 08/31/04.  
 
 
PRIMA NORTH AMERICA INC. 
 
During the first half of 2005 Prima North America achieved a growth in sales of about 6% compared 
to 06/30/04 (approximately 18 million dollars, compared to about 17 million dollars). The company 
achieved a profit (EBIT at 0.9 million dollars) compared to the first half of 2004 (-0.3 million dollars). 
 
Therefore as a whole the trend of Prima North America was positive, with all its activities showing a 
profit at the level of operating income. In particular the noteworthy performance of Convergent 
Lasers must be pointed out, with sales growing by more than 50% compared to 06/30/04. 
 
Finally, the orders trend was very positive with an orders portfolio from third party customers at 
08/31/05 amounting to 9.5 million Dollars, showing growth in excess of 40% compared to the 6.7 
million Dollars at 08/31/04. 
 
 
OTHER SUBSIDIARY COMPANIES 
 
The subsidiary company Prima Industrie UK generated a positive return notwithstanding the decline 
in turnover compared with the same period of 2004. The decline was mainly due to the worsening 
conditions of the geographic reference market.  
The subsidiary company Prima Scandinavia also suffered as a result of the difficult situation of the 
reference market, with a turnover that was still insufficient to cover the structural costs. 
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5.  IFRS CONSOLIDATED FINANCIAL STATEMENTS 
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CONSOLIDATED FINANCIAL STATEMENTS OF THE PRIMA INDUSTRIE GROUP 
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CONSOLIDATED FINANCIAL STATEMENTS OF THE PRIMA INDUSTRIE GROUP 
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CONSOLIDATED FINANCIAL STATEMENTS OF THE PRIMA INDUSTRIE GROUP  
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6. ACCOUNTING POLICIES  
 
6.1 Valuation criteria 
 
This half-yearly report of the Prima Industrie Group relates to the six months ended June 30, 2005 
and was drawn up in accordance with the International Financial Reporting Standards (IFRS).  
 
The Report was prepared in accordance with IAS 34 "Interim Financial Statements" and IFRS 1 
"First- time adoption of the International Financial Reporting Standards”, because the period under 
review falls within the first financial year for the application of IFRS, the period ending December 31, 
2005. 
 
The accounting principles and the IFRIC interpretations applicable to the consolidated Financial 
Statements at December 31, 2005 might differ with respect to the principles and interpretations 
applied to this half-yearly report. 
 
The valuation criteria were applied with continuity in relation to the data at January 1, 2004 including 
those applicable to the classification and measurement of the financial instruments. 
 
The previous consolidated Financial Statements of the Prima Industrie Group were prepared in 
accordance with the provisions of the Italian Civil Code and the accounting principles of the Italian 
Accounting Profession, which differ in certain areas of the Financial Statements, from IFRS. The 
comparative information relative to 2004 was thus amended to take account of the adjustments 
made. 
 
The reconciliation statements between the stockholders’ equity, the net profit (loss) for the period 
and the cash flow statement, drawn up according to the previous principles and those prepared 
using IFRS, together with the Notes on the adjustments, have been brought into Chapter 7.  
 
These Consolidated Financial Statements were drawn up using the cost principle except for 
financial assets belonging to the category "financial assets held for sale" and in respect of financial 
assets and liabilities (including derivative financial instruments) falling into the category "at "fair 
value", with changes in "fair value" being recorded in the Income Statement.  
 
The preparation of the Financial Statements in accordance with IAS 34 - "Interim Financial 
Statements" inevitably requires recourse to accounting estimates and the expression of opinions by 
the Directors of the company.  
 
 
6.2 Early adoption of certain IFR Standards 
 
The Group chose to adopt in advance the international principles relative to the classification and 
valuation of the financial instruments (IAS 32 Financial Instruments: Disclosure and Supplementary 
Information and IAS 39 Financial Instruments: Recognition and Measurement). 
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6.3 IFRS and the IFRIC interpretations not yet approved  
 
During the past months the IASB (International Accounting Standards Board) and IFRIC (the 
International Financial Reporting Interpretation Committee) have published new Principles and 
Interpretations; notwithstanding the fact that as at the date hereof these Principles and 
Interpretations have not yet been approved by the Community Legislator, the Group has 
nonetheless considered the effects, highlighting the potential impact on its Balance Sheet and 
Income Statement position as follows: 
 

IFRS/FRIC INTERPRETATION 
 

EFFECTS FOR THE GROUP 

 
IAS 39  
AMENDMENT FAIR VALUE OPTION 
 

 
NONE 

IFRS6  
EXPLORATION RIGHTS AND VALUATION 
OF MINING ASSETS 
 

NONE:  
THE GROUP DOES NOT CARRY OUT ANY 
EXPLORATION ACTIVITIES AND DOES NOT HAVE ANY 
MINING ASSETS 

IFRIC2  
SHAREHOLDINGS IN COOPERATIVES AND 
SIMILAR INSTRUMENTS 
 

NONE 

IFRIC3  
EMISSION RIGHTS 
 

NONE:  
THE GROUP DOES NOT PARTICIPATE  
IN “EMISSION RIGHTS SCHEMES”  

IFRIC4  
DETERMINING WHETHER A CONTRACT 
CONTAINS A LEASE 
 

 
NONE 

IFRIC5  
RIGHTS TO INTERESTS ARISING FROM 
DECOMISSIONING, RESTORATION AND 
ENVIRONMENTAL REHABILITATION 
FUNDS 

NONE:  
THE GROUP DOES NOT HAVE ANY INTERESTS IN 
FUNDS FOR THE DECOMMISSIONING, RESTORATION 
AND REHABILITATION OF SITES 

 
 
 
6.4 Consolidation principles 
 
(a) Subsidiaries  
 
All companies, including any vehicle-company, in which the Group has the capacity to control the 
financial and operating choices, are defined as subsidiary companies.  
 
Generally, control is presumed to exist if the Group holds more than half of the voting rights, also 
amongst the shareholders’ agreements or potential voting rights. The subsidiary companies are 
consolidated from the time that the Group is able to exercise control and they are de-consolidated 
when control ceases. 
 
The Group accounts for the acquisition of a controlling interest via the purchase method.  
The cost of the acquisition is the sum of the price paid and any ancillary charges.  
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The identifiable assets and liabilities acquired are initially recorded in the Consolidated Financial 
Statements at fair value, determined at the date of acquisition, without considering the minority 
interests.  
The excess of the fair value of the net asset acquired over the cost of the equity investment is 
capitalized as goodwill and is included amongst the intangible fixed assets, if positive and if 
negative, it is immediately reflected in the Income Statement. 
 
The costs, sales, receivables, payables and gains realized amongst companies belonging to the 
group are eliminated. Where necessary, the accounting principles of the Subsidiaries are amended 
to bring them into line with those of the Parent Company.  
 
(b) Associated companies & Joint Ventures 
 
Associated companies are those in which the Group has a significant influence but does not have 
control. The significant influence is presumed in the case of possession of 20% to 50% of the voting 
rights. The associated companies are initially recorded at cost and then accounted for using the 
equity method.  
 
Joint Ventures are companies subject to common control. They are accounted for in accordance 
with the provisions of IAS 31, paragraph 38, which provides for the recording of the interest using 
the equity method, as an alternative to the proportional consolidation referred to in IAS 31, 
paragraph 30. 
 
The Group's equity investment in associated companies and Joint Ventures includes goodwill 
calculated at the time of acquisition, net of any accumulated losses in value. 
 
The Group's Income Statement reflects the applicable share of the associated company and Joint 
Venture's result. If the associated company or the Joint Venture records an adjustment with a direct 
effect on stockholders’ equity, the Group determines the portion that applies to it, reflecting such 
change in the Statement of Changes in Stockholders' Equity.  
The recognition in the Group’s accounts of a share of an associated company or Joint Venture's 
loss has as a limit the write-off of the value of the investment; further shares of losses are recorded 
amongst the liabilities, only if the Group has commitments or has effected payments on account of 
the associated company or Joint Venture. 
 
The earnings realized through transactions with the associated company or the Joint Venture are 
eliminated against the value of the equity investment. The same procedure is adopted in the case of 
losses, on condition that there is no "impairment" of the assets that are the object of the transaction. 
Where necessary the accounting principles of the associated companies are modified to bring them 
into line with those of the Parent Company.  
 
 
6.5 Segment report 
 
A market sector is a group of activities or operations which produce products or services that are 
subject to risks and benefits, which differ from those of other market sectors.  
 
A geographical sector distinguishes itself from others because within that sector products and 
services are produced which are subject to risks and benefits, which differ from those of other 
geographical sectors.  
 
The Prima Industrie Group highlights the following sectors which are the main object of the report: 
 
- Laser systems and sources (sector 1); 
- Numeric controls (sector 2) 
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The Group's choice is justified by the clear differentiation of the two activities in terms of products, 
customers and productive cycles.  
 
Although important, the laser source production activity, was not identified as a sector on its own, in 
that it is "captive" for the Group. 
 
In terms of IAS 14, in relation to the information relating to the assets and liabilities of the two 
market sectors, the assets and liabilities specifically inherent to the activity carried out were 
allocated to the sectors.  Accordingly, the assets and liabilities of a financial and tax nature (see the 
annexed tables) were not included. 
 
 
6.6 CONVERSION OF ITEMS IN FOREIGN CURRENCY 
 
(a) Functional currency and presentation currency 
 
The Financial Statements of the subsidiaries, associated companies and Joint Ventures are 
prepared using the applicable functional currency, i.e. the currency used in their primary economic 
environment. The presentation currency adopted by the Prima Industrie Group is the Euro.  
 
(b) Assets, liabilities and transactions in non-Euro currencies 
 
The transactions in non-Euro currencies are initially reflected at the exchange rate applicable on the 
date of the transaction.  
 
The monetary assets and liabilities in non-Euro currencies are converted into Euro using the 
exchange rate in force at the date of closure of the Financial Statements. All the exchange 
differences are reflected in the Income Statement. 
 
The non-monetary items recorded at historical cost are converted into Euro using the exchange rate 
in force at the starting date of the disclosure of the transaction. The non-monetary entries recorded 
at fair value are converted using the exchange rate at the date of determination of that value. 
 
(c) Companies of the Group 
 
At the date of closure of the Financial Statements the assets and liabilities of the companies of the 
Group, in non-Euro currencies, were converted into Euro at the exchange rate in force at the date of 
closure of the Financial Statements. Their Income Statements are converted using the average 
exchange rate for the period. The exchange differences are disclosed directly in stockholders’ 
equity and are shown separately in the "Conversion reserve". When the subsidiary company is 
disposed of the sum of the reserve is reversed to the Income statement. 
 
The goodwill and the adjustments to the fair value of the assets and liabilities of the foreign 
company are converted into Euro at the exchange rate at the end of the period. 
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6.7 Tangible assets 
 
All the tangible fixed asset categories, including the investment in real estate are included in the 
Financial Statements at historical cost, reduced by depreciation and  “impairment”, except for land, 
which is recorded at historical cost reduced by any “impairment”. The cost includes any expenses 
directly attributable to the purchase. 
 
The costs incurred after the purchase of the asset are accounted for as an increase to its value or 
are recorded separately, only if it is likely that they will generate future financial benefits and their 
cost can be reliably measured.  
 
The depreciation on the tangible fixed assets is calculated using the straight-line method so as to 
allocate their residual accounting value over their technical-financial life estimated as follows: 
 

- Buildings and incremental work  33 years 
- Plant and machinery    10 - 5 years 
- Equipment      4 - 5 years 
- Furniture, fixtures and office equipment  9 - 5 years 
- Electronic office equipment    5 years 
- Motor vehicles      3 - 5 years  

 
The extraordinary maintenance capitalized as an increase to an existing asset is depreciated on the 
basis of its residual useful life, or if less, in the period that remains until the next maintenance work.  
 
The residual value and the useful life of the tangible fixed assets are reviewed and modified, if 
necessary, at the closing date of the Financial Statements. 
 
Impairment: the carrying value of the tangible fixed assets is immediately written down to the 
recoverable value, whenever the former value exceeds the latter. 
 
The gains and losses on the disposal of tangible fixed assets are recorded in the Income Statement 
and are determined by comparing their carrying value with the selling price.  
 
The financial expenses incurred for the construction of tangible assets are allocated to the Income 
Statement of the applicable financial year. 
 
 
6.8 Intangible assets 
 
(a) Goodwill 
 
Goodwill represents the excess of the price paid, over the fair value of the stake in the net assets 
identifiable at the date of acquisition.  
Goodwill generated by the acquisition of a stake in a subsidiary company is included in the 
intangible assets. Goodwill generated by the acquisition of a stake in associated companies is 
recorded as an increase to the value of the equity investment. The goodwill is recorded in the 
Financial Statements at cost adjusted for impairment, which is reviewed annually. The gain or loss 
arising from the sale of the equity investment also takes into account the residual carrying value of 
the related goodwill. 
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(b) Software 
 
Software licences are capitalized at the cost incurred to obtain and put them into operation and are 
amortized on the basis of their estimated useful life (from 3 to 5 years). 
 
The costs linked to the development and maintenance of software programmes are considered to 
be costs for the period and are therefore allocated to the applicable Income Statement.  
 
(c) Research and development costs  
 
The research costs are recorded in the Income Statement in the financial year in which they are 
incurred. 
 
The development costs incurred for an identifiable project are capitalized amongst the intangible 
fixed assets, if they can be reliably measured and if it is likely that the project to which they are tied 
will be successful, both in relation to its technical feasibility, as well as in regard to its market 
penetration.  
The development costs allocated to the Income Statement in previous financial years are 
capitalized retrospectively if, in a later period they reflect the necessary characteristics. 
The development costs having a definite useful life are amortized from the date of marketing the 
product, on the basis of the period over which it is estimated that they will produce a financial 
benefit and in any event over a period not exceeding five years. 
 
The development costs that do not have these features are charged to the Income Statement in the 
year in which they were incurred. 
 
(d) Other intangible assets 
 
The other intangible fixed assets that were separately acquired are capitalized at cost, whereas 
those acquired via business combination are capitalized at fair value, identified at the date of 
acquisition. 
 
After the first determination the intangible fixed assets with a definite useful life are recorded at cost 
reduced by the amortization and impairment; the intangible fixed assets with an indefinite useful life 
are shown at cost reduced by impairment only. 
 
The intangible fixed assets which are produced internally are not capitalized but are reflected in the 
Income Statement of the financial year in which they were incurred. 
 
The other intangible assets are annually tested for impairment - this analysis can be carried out at 
the level of the individual intangible asset or on the basis of the income flow generating unit. 
 
The useful life of the other intangible fixed assets is reviewed annually: any changes, where this is 
possible, are made with a prospectical applications 
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6.9 Recovery value of the asset (“impairment”) 
 
The assets with an indefinite useful life, not subject to amortization, are tested at least annually for 
impairment and whenever there is any indication that their carrying value is not recoverable.  
 
The assets that are amortized are tested for impairment only if there is an indication that their 
carrying value is no longer recoverable. 
 
The amount of the writedown for impairment is determined as the difference between the carrying 
value of the asset and its recoverable value, determined as the higher of the selling price, net of the 
transaction costs, and its value in use, or the actual value of the cash generated. 
The recoverable value of the asset is determined by grouping the smallest cash-generating units.  
 
 
6.10 Financial assets 
 
The Group classifies its own investments into the following categories: a) financial assets at fair 
value with changes in value recorded in the Income Statement, b) loans and financial receivables, 
c) investments held to maturity and d) financial assets held for sale.  
The reclassification is dependant on the purpose of the purchase, the Directors allocate the 
Financial assets to the applicable category at the time of the purchase, re-assessing the allocation 
at the end of each financial year.  
 
(a) Financial assets at “fair value with changes in value recorded in the Income Statement”, 
 
This category is divided into two classes: 1) financial assets held for trading and 2) those assigned 
to this category from the start. A financial asset is placed in this category if it was acquired for resale 
in the short-term or if it is put in this category by the Directors. 
The derivative financial instruments that do not have the requirements to be defined as hedging 
instruments are placed in the category "held for trading". 
The financial assets of these two classes are placed amongst current assets if they are of the "held 
for trading" type or if it is envisaged that they will be sold within 12 months of the date of closure of 
the Financial Statements. 
 
(b) Loans and financial receivables 
 
The loans and financial receivables are non-derivative financial assets with fixed or determinable 
payments, not listed on a regulated market and not intended for trading. They are included amongst 
the current assets, (except for the portion that exceeds twelve months of the Balance Sheet 
closure) in the Balance Sheet category "Trade and other receivables".  
 
(c) Investments held to maturity 
 
This relates to non-derivative financial assets with fixed or determinable payments and fixed 
maturity, which the Group both intends and has the capacity to hold until maturity  
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(d) Financial investments held for sale 
 
This refers to non-derivative financial assets allocated to this category, including those allocated 
here as a residual classification compared to the ones mentioned above. These financial assets are 
placed in current assets, provided that the Directors do not decide to sell them after the 12 months 
following the closure of the Financial Statements.  
 
The purchases and sales of financial assets are recognized at the trading date that coincides with 
the date on which the Group undertakes to buy or sell the asset.  
All the financial assets (with the exception of those at "fair value with changes in value recorded in 
the Income statement), are initially reflected at fair value increased by the costs of selling 
transaction. 
The financial assets are reversed from the Financial Statements at the time of sale or when the right 
to receive the financial flows is transferred, or when the Group has substantially transferred all the 
risks and benefits of ownership to third parties.  
The two classes of financial assets "held for sale" and the at "fair value with changes in value 
recorded in the Income Statement" class, are thereafter valued at fair value. The other two classes, 
"loans and financial receivables" and "financial assets held to maturity" are valued using the 
amortized lost using the effective interest rate method.  
The gains and losses, whether realized or not, arising from a change in the fair value of the financial 
asset belonging to the category "fair value with changes in value recorded in the Income 
Statement", are recorded in the Income Statement for the financial year in which they are 
generated.  
The unrealized gains and losses arising from the change in fair value of the non-monetary securities 
classified in the category "held for sale", are recorded in stockholders’ equity. When the securities 
classified as "held for sale" are sold or undergo an impairment in value, the accumulated 
adjustments to their fair value in stockholders' equity are transferred to the Income Statement as 
gains or losses arising on the sale. 
 
The fair value of listed equity investments is based on the current asking price. When there is no 
active market for the financial asset or if the equity investment is not listed, the fair value is set by 
the Group using valuation techniques, (including recent comparable market transactions, the 
discounted financial flows method) which are adjusted to reflect the issuers' specific characteristics.  
 
The Group tests at each closing of Financial Statements whether objective evidence of the 
impairment of the financial assets exists. In the case of financial assets that are representative of 
stockholders' equity classified in the "held for sale" category, a significant or prolonged decline in 
fair value compared to cost, is considered as one of the elements in the assessment of the loss in 
value. If this evidence exists for financial assets in the "held for sale" category, the accumulated 
loss in value, (determined as the difference between the purchase cost and the current fair value, 
net of writedowns already made), is reversed out of stockholders' equity and allocated to the 
Income Statement. The writedowns recorded in the Income Statement can no longer be reversed.  
 
6.11 Inventories 
 
Inventories are stated at the lower of cost and the estimated realizable value of the inventories, 
which is represented by the normal sales price in the ordinary course of business, net of variable 
sales expenses. 
The cost is determined using the average weighted cost method. The cost of finished and semi-
finished products includes the design costs, raw materials, the cost of direct labor, other direct costs 
and other indirect costs that can be allocated to the productive activity on the basis of a normal 
productive capacity of the state of advancement. This cost configuration does not include financial 
expenses.  
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6.12 Trade and other receivables 
 
Trade receivables are initially stated at their “fair value” and are measured after the cost has been 
depreciated using the effective interest method, net of writedowns to take account of 
irrecoverability. The debt is written off if there exists objective evidence that the Group is not able to 
collect the entire amount due on the date agreed to with the customer. The amount of the writedown 
is the difference between the book value of the debt and the actual value of future receipts, 
discounted on the basis of the effective interest rate. The writedown of receivables is recorded in 
the Income Statement. 
 
 
6.13 Cash and cash equivalents 
 
Cash and cash equivalents include cash, immediately available bank deposits and the current 
account overdraft and other liquid investments maturing within three months. The overdraft on the 
current account is recorded amongst the short-term loans. 
 
 
6.14 Capital stock 
 
The ordinary shares are classified in stockholders’ equity. 
 
The additional expenses directly tied to the issue of the stock or the options are recorded in the 
equity as a reduction of the cash received. 
 
Whenever the Group buys stock of the Parent Company (treasury stock), the purchase price net of 
any additional expenses that can be directly attributed to the purchase (net of the related tax effect) 
is deducted from Group Stockholders' Equity until such time as the treasury stock is eliminated, re-
issued or sold. When this later situation manifests itself, every additional expenses incurred net of 
the related tax effect is included in Group Stockholders' Equity  
 
 
6.15 Loans 
 
Loans are recorded in the Financial Statements at their fair value net of any additional expenses. 
After their first disclosure they are accounted for on the basis of amortized cost. Each difference 
between the receipts net of any additional expenses and the value of the repayment is recorded in 
the Income Statement for the period on the basis of the effective interest rate method. 
 
The loans are recorded amongst short-term liabilities, provided that the Group does not have an 
unconditional right to defer the loan beyond 12 months of the closure of the Financial Statements. 
 
 
6.16 Deferred taxes 
 
The deferred taxes are calculated on all the temporary differences between tax value and the 
carrying value of the assets and liabilities of the Consolidated Financial Statements. Deferred taxes 
are not calculated: 
 

- on goodwill arising out of a business combination; 
- on the initial recording of assets and liabilities arising from a transaction that is not a 

business combination and that does not entail effects either on the result for the financial 
year calculated for the purposes of the Financial Statements or on the taxable amount.  
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The deferred taxes are calculated using the tax rates and laws that are effective at the date of 
closure of the Financial Statements, or using ones that are substantially in place and that are 
expected to be applicable at the time of the reversal of the temporary differences that gave rise to 
the recording of the deferred taxes. 
 
The receivables for prepaid taxes are recorded in the Financial Statements only if, at the time of the 
reversal of the temporary difference, a likelihood exists of taxable income sufficient for them to be 
set off. 
 
The receivables for prepaid taxes are re-examined at the closure of each financial year and they are 
reduced to the extent that it is no longer likely that sufficient taxable income will become available in 
the future to enable the receivable to be wholly or partially used. 
 
The deferred taxes are also calculated on temporary differences that arise out of the equity 
investments in subsidiaries, associated companies and Joint Ventures, with the exemption of the 
case in which the reversal of the temporary differences can be controlled by the Group and it is 
likely that it will not occur in the immediate future. 
 
The deferred taxes relating to the components disclosed directly in the stockholders' equity are also 
allocated directly to stockholders' equity. 
 
 
6.17 Employee benefits 
 
(a) Pension schemes 
 
The Group considers the Employees' severance fund to be a defined benefits plan and the Cometa 
Fund (a supplementary fund to the national collective labour contract) as a defined contributions 
plan. 
 
Defined benefits schemes are pension plans that define the amount of the pension benefit due to 
the employee at the time of termination of the employment relationship - a sum that depends on 
different factors such as age, years of service and salary.  
 
The defined contribution schemes are pension plans in respect of which the Group pays a fixed 
sum to a separate entity. The Group does not have any legal or implicit obligation to pay further 
sums should the assets at the service of the scheme become insufficient to pay the employees the 
benefits due to them for current and past services.  
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The liability recorded in the Financial Statement in the face of the defined benefits plan is the actual 
value of the obligation at the date of closure of the Financial Statements, net of the fair value of the 
assets at the service of the plan (where they exists), both corrected for the amount of the actuarial 
gains and losses and for the social security cost relative to past services. The obligation is 
determined annually by an independent actuary using the projected unit credit. The present value of 
the obligation is determined by discounting the estimated future disbursements at the interest rate 
relating to primary obligations, issued in the same currency with which the benefits will be paid and 
which fall due approximately at the same time as the correlated retirement liability.  
 
The cumulative total of the actuarial losses and gains, derived from the variations on the estimates 
made, which exceeds 10% of the greater of the “fair value” of the assets at the service of the plan 
(where they exist) and 10% of the obligation relating to the defined benefits plan, is allocated to the 
Income Statement, using the accrual principal on the basis of the expected average residual 
working life of the employees who participate in the plans.  
 
The employee benefit cost relative to past services is immediately recorded in the Income 
Statement, unless the changes to the pension plan are not dependant on the employees remaining 
employed for a certain period of time. In this case the employee benefit cost relative to past 
services is amortized on a straight-line basis in the period in which it accrued. 
 
For defined contribution plans the Group pays contributions to state or private pension funds on a 
compulsory, contractual or voluntary basis. Once these contributions have been paid, the Group 
has no further obligations. The contributions paid are recorded in the Income Statement under 
labour costs when they fall due. The contributions paid in advance are recorded amongst the 
prepaid expenses only if a refund or a reduction of future payments is expected.  
 
(b) Benefits granted on achieving a certain level of seniority in the company  
 
Certain companies of the Group grant benefits to their employees when they reach a certain 
seniority of service in the company. 
 
The liability recorded in the Financial Statement in the face of these benefits is the present value of 
the obligation at the date of closure of the Financial Statements, net of the fair value of the assets at 
the service of the plans (where they exists), both corrected for the amount of the actuarial gains and 
losses and for the cost relative to matured benefits. The obligation is determined annually by an 
independent actuary using the projected unit credit method. The present value of the obligation is 
determined by discounting the estimate of the future disbursements at the interest rate relating to 
primary obligations, issued in the same currency with which the benefits will be paid and which fall 
due approximately at the same time as the correlated liability. 
 
The cumulative total of the actuarial losses and gains, derived from the variations in the estimates 
made, which exceeds 10% of the greater of the “fair value” of the assets at the service of the plan 
(where they exist) and 10% of the obligation in existence, is allocated to the Income Statement 
using the accrual principal on the basis of the expected remaining number of working years 
compared to the date of reaching the pre-established age of seniority by the employees who enjoy 
such benefits. 
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(c) Benefits granted on the termination of the employment relationship 
 
These benefits are due to the worker on the early termination of the employment relationship, 
compared to the retirement date or in the face of a termination arising out of a corporate 
restructuring plan. The Group records a liability in the Financial Statements to meet such benefits 
when: a) a formal and detailed plan exists in respect of the early retirement incentives without the 
possibility that the employee renounces them b) an offer is made to the employees to encourage 
their voluntary retirement. The amounts payable beyond 12 months of the closure of the Financial 
Statements are discounted back. 
 
(d) Incentives, bonuses and profit-sharing schemes  
 
The Group records a cost and a debt to meet the liabilities that arise for bonuses, employee 
incentives and profit-sharing schemes, determined using a formula that takes into account the 
profits attributable to the stockholders after certain adjustments are made. The Group records a 
liability to a reserve only if contractually obliged or if a custom exists that defines an implicit 
obligation to do so. 
 
(e) Employee benefits granted in shares 
 
The management of the Group, on a discretional basis and from time to time allocates bonuses to 
key-employees, in the form of options on company stock (stock option plans). The right to exercise 
the options matures on the basis of personal objectives after a year's service. The fair value of the 
options is a working cost for the financial year, which for the entire maturity period of the options, 
causes an appropriate reserve to be raised to stockholders' equity. At the time when the option is 
exercised the amount received, net of any transaction costs, is allocated to capital stock (for the par 
value portion of the shares) and to the Share premium reserve (for the premium portion). At the 
moment there are no stock option plans in place in favour of employees of the Group. 
 
 
6.18 Provisions for risks and charges 
 
Provisions are raised to the provisions for risks and charges when: 
 

- a legal or implied obligation arises for the Group as a result of past events, 
- an outflow of resources will probably be required to settle the obligation, and its amount 
- can be reliably determined. 

 
The restructuring reserves include both the liability arising from the early retirement incentives, as 
well as the penalty tied to the termination of leasing contracts. Provisions cannot be raised to the 
provisions for risks and charges to meet future operating losses. 
 
The provisions are recorded by discounting the Directors' best estimates of the total costs that the 
Group must incur to settle the obligation, at the date of closure of the Financial Statements.  
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6.19 Recognition of revenues 
 
The revenues include the fair value arising from the sale of goods and services net of VAT, returns, 
discounts and transactions between Group companies. Revenues are recorded according to the 
following rules: 
 
(a) Sale of goods 
 
Revenue is recognized when the company transfers the risks and the important benefits implicit to 
ownership of the goods, and the amount thereof can be reliably estimated. 
 
The revenues for the sale of laser systems are accounted for when the machines are accepted by 
the end-customer, which generally coincides with the signature of the testing report by the 
customer.  
 
On the other hand, invoicing takes place when the goods are taken on by the transporter in 
accordance with the international commercial terms (known as "incoterms"). From that time 
onwards the Prima Industrie Group is free from all liability relating to transportation. 
 
As a result of the fact that the invoicing date is not in alignment with the date of recognition of the 
revenue, the value of the machines invoiced but not yet accepted by the customer is brought back 
into the accounts, amongst the inventories of finished products, net of the margin, with the contra-
entry being made to "advances" in the Balance Sheet liabilities. The Group has chosen this 
presentation, instead of reducing the "trade receivables" account, because this option protects the 
portrayal of the underlying contractual relationship. 
 
The application of this principle creates a temporary misalignment between the date on which the 
machines are consigned and the time when they are accepted by the customer. The impact on the 
Group's Financial Statements is significant in that: 
 
- the Group is a world-wide exporter and therefore it frequently occurs that there is a conspicuous 

lapse of time, owing to the transportation, between the consignment date of the goods and the 
date of acceptance by the customer in the Destination country and, 

 
- a large part of the Group's customers is made up of large industrial concerns, with lengthy 

procedures for the approval of investments. 
 
(b) Performance of services 
 
The revenues from the performance of services are accounted for on the basis of the state of 
advancement in the financial year in which they are rendered. 
 
(c) Interest 
 
Interest received is accounted for on the accrual principle using the effective interest rate (a rate 
which exactly discounts the future expected financial flows on the basis of the expected life of the 
financial instrument). 
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(d) Royalties 
 
The revenues from royalties are accounted for on the accrual principle on the basis of the contents 
of the underlying contracts. 
 
(e) Dividends 
 
Dividends are accounted for in the financial year in which the stockholders' right to receive payment 
of the dividend arose. 
 
 
6.20 Leasing 
 
The leasing contracts forming part of the tangible fixed assets are considered to be financial leases 
if the Group substantially bears all the risks and benefits incidental to the ownership of the asset. 
The assets under financial leases are capitalized at the start of the leasing contract at the lower of 
the “fair value” of the leased asset and the present value of the lease installments. The lease 
installments are broken down between the capital portion and the interest portion, determined by 
applying a constant interest rate to the residual debt. 
The financial debt owed to the leasing company is recorded amongst short-term liabilities, for the 
current portion and amongst long-term liabilities for the portion to be repaid beyond the financial 
year. 
The interest expense is allocated to the Income Statement for the duration of the contract. 
The asset under a financial lease is recorded amongst the tangible fixed assets and is depreciated 
on the basis of the estimated financial-technical useful life of the asset. 
 
The leasing contracts in which the lessor substantially retains all the risks and benefits incidental to 
ownership are accounted for as operating leases. The payments made net of any incentives 
received from the lessor are allocated to the Income Statement on the accrual principle for the 
duration of the lease. 
 
 
6.21 Distribution of dividends 
 
The distribution of dividends to stockholders gives rise to a debt to be accounted for after the 
approval of the dividend by the stockholders' meeting.  
 
 
6.22 State grants 
 
The state grants are recorded in the Financial Statements at their fair value, only if there exists a 
reasonable certainty that they will be granted and the Group has satisfied all the requirements 
dictated by the conditions to obtain them (obtaining the competent Ministerial resolution). 
 
The revenues in respect of state grants are recorded in the Income Statement on the basis of the 
costs for which they were granted being incurred. 
 
State grants for the purchase of tangible fixed assets are recorded amongst deferred income and 
credited to the Income Statement on the basis of the depreciation of the assets for which they were 
granted. 
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6.23 Valuations that effect the Interim Financial Statements 
 
(a) Seasonal nature of the business 
 
The revenues and consequently the Group's operating result are affected by a historical 
seasonality, a typical phenomenon of the world market for instrumental goods. The last quarter of 
each financial year is typically the one which foresees larger delivery volumes whereas in the first 
quarter the opposite usually occurs. 
 
(b) Current taxes 
 
The calculation of current taxes by the Directors in the Interim Financial Statements represents the 
best estimate of the weighted average tax burden that will be borne in the Annual Financial 
Statements. 
 
(c) Costs 
 
The costs that manifest themselves in a non uniform way during the course of the year are 
estimated or deferred in the Interim Financial Statements only if it would also be appropriate to do 
so in the Annual Financial Statements. 
 
 
6.24 The financial risk factors 
 
The Group's financial instruments, earmarked to finance its operating activity, include the bank 
loans, the financial leases, the at-sight bank deposits and the short-term bank deposits.  
Then there are other financial instruments such as trade payables and receivables, arising out of 
the operating activity and derivative financial instruments, such as “interest rate swap” contracts and 
forward contracts in foreign currency. 
 
The financial risk factors that influence the Group can be summarized as follows: 
 

- the risk that the value of a financial instrument will fluctuate as a result of changes in the rate 
of exchange (currency risk); 

- the risk that the “fair value” of a financial instrument will fluctuate as a result of changes in 
the interest rates on the market (the risk of the interest rate on the “fair value”); 

- the risk that the value of a financial instrument will fluctuate arising out of the variations in 
market price (price risk); 

- the risk that the counter-party will not fulfill its obligations (credit risk); 
- the risk arising out of the difficulty of raising funds to meet commitments stemming from the 

financial instruments (liquidity risk); 
- the risk that the future financial flows of a financial instrument will fluctuate arising out of a 

variation in the interest rates on the market (the risk of the interest rate on financial flows). 
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Currency risk: the Group operates in an international environment and is exposed to exchange rate 
fluctuations mainly in regard to the USD/Euro exchange. Currency risk arises in the face of the 
following business transactions, mainly in US Dollars: 

 
- sales to third parties of machines, components and technical assistance on the part of Prima 

North America Inc.;  
- acquisition by PRIMA INDUSTRIE S.p.A. of laser sources from Prima North America Inc.; 
- sales of machines by PRIMA INDUSTRIE S.p.A. to Prima North America Inc.; 

 
The purchases and sales indicated in the last two points above constitute a "natural hedge" in that 
one is matched with opposing flows whose monetary regulation takes place in the same currency. 
 
The Group's central treasury signs forward contracts to manage the currency risk arising out of the 
deficit in the financial flows, stemming from the operations described above. The central treasury 
also stipulates forward contracts on the financial flows between the companies of the Group. 
 
The Group holds equity investments in the Chinese Joint Ventures, Shenyang Prima Machine Laser 
Co. Ltd (50%) and Shanghai Unity Prima Laser Machinery Co. Ltd (27.5%). The value of these 
equity investments is respectively subject to currency risk arising from the variation of the USD and 
the Renminbi (RMB) in relation to the Euro. The Group does not believe that the value of the equity 
investments is such that specific hedging activity is required to cover the currency risk.  
 
Price risk: the Group's exposure to price risk is minimal. 
 
Credit risk: within the Group there are no elevated concentrations of credit risk. The Group only 
engages in business transaction with customers that it considers to be reliable and transactions of a 
financial nature are entered into only with very reliable financial institutions.  
New customers undergo special audits to certify their ability to meet the financial commitments. 
 
Liquidity risk: the Group's objective is to preserve an equilibrium, (also by optimizing the 
management of the working capital,) between the maintenance of funding and financial flexibility by 
using overdrafts, loans and financial leasing contracts. The Group’s objective is to keep the net debt 
to net equity ratio between 0.5 and 1. The Group has short-term credit lines that exceed its 
immediate liquidity requirements. 
 
The risk of interest rate on the “fair value” and on liquidity flows: the Group's exposure to interest 
rate risk is mainly in relation to financial payables to leasing companies and the medium and long-
term loans due to credit institutions and other lenders, mainly stipulated at the Euribor rate 
increased by a "spread". The interest rate risk is partially covered by interest rate swap contracts 
(IRS), aimed at translating the variable rate into a fixed one and in each case the rate is lower than 
the rate that the Group could obtain by having recourse to the credit market. The IRS contracts are 
stipulated so that quarterly the two counterparties exchange the net value of the net variable/fixed 
interest flows. 
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6.25 Accounting in respect of derivative financial instruments 
 
The hedging instruments indicated in the previous paragraph, even though they are not speculative 
in nature, do not reflect the requirements demanded by IAS 39 for hedge accounting to be 
applicable, As a result of this in accordance with IAS 39, they are classified in the financial assets 
and liabilities category at “fair value with changes in fair value recorded in the Income Statement".  
 
 
6.26 THE ESTIMATE OF “FAIR VALUE” 
 
The fair value of the financial interests quoted on an active market is determined on the basis of the 
market price at the date of closure of the Financial Statements. The reference market price for the 
financial assets held by the Group is the current selling price (the purchase price for financial 
liabilities). 
 
The fair value of the financial instruments that are not traded on an active market is determined 
using various valuation techniques and assumptions depending on the market conditions that exist 
at the time of closure of the Financial Statements. The medium/long-term liabilities are compared 
with the prices of similar listed financial instruments, for other categories of financial instruments the 
financial flows are discounted. 
The fair value of the IRS contracts is determined by discounting the estimated financial flows 
derived from them. On the other hand, for the forward contracts the forward market rates at the 
Balance Sheet date are used. 
 
For receivables one assumes that the nominal value, net of any adjustments made to take account 
of the possibility that they might not be collected, approximates fair value. 
The fair value of the Financial liabilities for reporting purposes is determined by discounting the 
financial flows from the contract at an interest rate that approximates the market rate at which the 
Group obtains financing. 
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7. TRANSITION TO THE INTERNATIONAL FINANCIAL REPORTING STANDARDS 
 
 
Application of IFRS 1 “First-time adoption of the International Financial Reporting 
Standards” 
 
The first Annual Financial Statements prepared in accordance with IFRS will be the Financial 
Statements at December 31, 2005. These Interim Consolidated Financial Statements were drawn 
up by applying IFRS 1.  
 
The Group prepared the opening Balance Sheet at January 1, 2004. This date is generally 
recognized as the "transition date". The Group adopted the IFR Standards on January 1, 2005. 
The date of closure of these Intermediate Financial Statements is June 30, 2005. In preparing these 
interim Financial Statements, the Group has adopted the mandatory exceptions and certain optional 
exemptions in relation the full retrospective application of IFRS. 
 
 
Optional exemptions for the retrospective application of IFRS 
 
 
The Group's actions in regard to the optional exemptions is described hereinbelow. More detailed 
information is contained in the paragraphs below. I 
 
(a) Business combinations 
 
The Group decided to take advantage of the exemption relating to the retrospective application of 
IFRS3 for business combinations and the acquisition of equity investments in associated and joint 
control companies which took place prior to January 1, 2004. Consequently a new calculation of the 
business combinations prior to the transition date was not effected. 
 
(b) “Fair value” or redetermination of the value as a replacement of the cost 
 
The Group decided to take advantage of the optional exemption provided for by IFRS 1 (application 
of the estimated cost).  For certain categories of real estate the re-valued cost determined on the 
basis of expert reports drawn up by independent expert valuators was used.  
 
(c) Employee benefits 
 
The Group elected to avail itself of the corridor approach to record defined benefit plans. 
Accordingly the actuarial profit/loss, apart from the exemption granted by IFRS1, was reflected 
entirely on the date of the transition with stockholders' equity as the contra-entry. On the other 
hand, the Group adopts the corridor method for the actuarial profits and losses realized after the 
transition date.  
 
(d) Accumulated conversion differences 
 
The Group decided to take advantage of the exemption relating to the retrospective application of 
IAS21 and accordingly the profits (loss) arising from the conversion of the financial statements of 
foreign subsidiaries were cleared with a contra-entry being made to the "Profits carried forward" 
reserve. The reserve which was cleared originated in the face of the conversion of the net assets 
belonging to the subsidiary companies, expressed in local currency, into Euro (functional currency).  
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(e) Compound financial instruments 
 
The Group has not issued any compound financial instruments and consequently this exemption is 
not applicable.  
 
(f) Assets and liabilities of subsidiaries, associated companies and Joint Ventures 
 
This exemption is not applicable as it is used on a level relating to the individual associated 
subsidiary companies and joint ventures which adopt the IFRS in a period subsequent to that of the 
parent company. 
 
(g) Adaptation of the comparative information relating to the financial assets and liabilities 
 
The Group decided to apply the IAS32 and 39 in advance from the transition date. The exemption is 
therefore not applicable. 
 
(h) Indication of previously disclosed financial instruments 
 
The Group has decided to apply the IAS32 and 39 in advance from the transition date. The 
exemption was applied from this date, by classifying at the transition date various securities in the 
category " financial assets held for sale" and " financial assets at fair value with changes in fair 
value recorded in the Income Statement”. 
 
(i) Share-based payments to employees 
 
As regards payments to employees based on the shares, the Group took advantage of the 
exemption provided for by IFRS 2 which, in the event of IFRS transition on 1/1/2004, provides for 
the applicability of the principle to the options issued after November 7, 2002 and not yet 
exercisable as at January 1, 2005. As the stock option plan launched by the Group in 1999 expired 
in 2004, there are no plans in existence to which IFRS 2 is applicable.  
 
(k) Insurance contracts 
 
The Group does not issue insurance contracts and accordingly this exemption is not applicable.  
 
(l) Changes in the liabilities recorded for decomissioning, restoration and similar liabilities 

included in the costs of immovables, plant and machinery 
 
The Group does not have liabilities for decommissioning, restoration and similar liabilities and 
consequently this exemption is not applicable.  
 
(m) “Fair value” measurement of financial assets and liabilities when they are first recorded in 

the Financial Statements 
 
The Group did not adopt the exemption, introduced by the re-examined version of IAS 39, which 
relates to the valuation of the financial assets of the category at "fair value" with "fair value" changes 
recorded in the Income Statement", in the event where no reference market exists. The exemption 
is not applicable.  
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Compulsory exceptions for the retrospective application of the IFRS. 
 
(a) Elimination of the financial assets and liabilities 
 
The financial assets and liabilities which do not fulfill the IAS 39 requirements in order to be 
eliminated from the Financial Statements, even if cancelled prior to the transition date, must not be 
re-entered in the Financial Statements.  
 
(b) Accounting for hedging transactions 
 
The Group is obliged to adopt the recording of hedging transactions a prospectical way.  
 
(c) Estimates 
 
The estimates made by the Group at the transition date in terms of the IFRS must be consistent 
with the estimates made on the same date in accordance with the prior accounting principles (after 
the necessary adjustments to reflect any differences in the accounting principles) unless there is 
objective proof that said estimates are incorrect. 
 
(d) Non current assets held for sale and disposal of operating assets  
 
The Group adopts IFRS 5 by a prospectical way  from January 1, 2005. Any non-current asset held 
for sale or operating asset disposed of are accounted for in accordance with IFRS 5 only 
commencing from January 1, 2005. The Group does not in any event possess non-current assets 
held for sale nor operating assets disposed of in the period presented. No adjustment is therefore 
required.  
 
Audit of the reconciliations 
 
As regards the identification of the auditors to be appointed with the task of carrying out a complete 
audit of the IFRS reconciliation schedules, CONSOB (taking into account the delicate nature linked 
to the first application in Italy of the IFRS) explicitly urged the listed company that the audit 
procedures be carried out by the firm performing the audit of the Consolidated Financial Statements 
as at December 31, 2004. Accordingly PricewaterhouseCoopers S.p.A. is entrusted with the task of 
performing a complete financial audit of the Group's consolidated stockholders' equity as at January 
1, 2004, at June 30, 2004 and at December 31, 2004 as well as that of the Group's consolidated 
result for the first semester in 2004 and of the financial period closed as at December 31, 2004 
accompanied by the related explanatory notes. The result of the work performed by 
PricewaterhouseCoopers S.p.A. is set out in the reports annexed hereto. 
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Reconciliation between IFRS and the Italian Accounting Principles 
 
 
The reconciliations contained in tables 5 to 10 enclosed, highlight the effects of the transition 
to IFRS. 
 
 
TAB 5: reconciliation of stockholders' equity at January 1, 2004, June 30 and December 31, 2004 
 
TAB 6: reconciliation of Stockholders' equity (in the assets and liabilities format) at January 1, 2004  
 
TAB 7: reconciliation of Stockholders' equity (in the assets and liabilities format) at June 30, 2004  
 
TAB 8: reconciliation of Stockholders' equity (in the assets and liabilities format) at December 31, 
2004  
 
TAB 9: reconciliation of the result for the six months - 2004  
 
TAB 10: reconciliation of the result for the 12 months - 2004 
 
 
The comments to the adjustments contained in the tables are set out in the paragraphs below. 
 
 
A reconciliation between the Cashflow Statement at June 30, 2004 was not made in that the 
adjustments made for IFRS purposes had no impact on the composition of the cash and cash 
equivalents. 
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Comments on the IFRS adjustments made to the Balance Sheet. 
 
 
a. Tangible fixed assets 

 
 
 1  

January 
2004 

30  
June  
2004 

31 
December 

2004 

Optional exemption – IFRS 1p16-19 250 267 282 

Leased electronic office equipment (32) (99) (103) 

Reclassification of intangible fixed assets 928 937 762 

Total 1,146 1,105 941 
 
 
Optional exemption - IFRS 1p16-19 
 
The Group applied the optional exemption provided for in IFRS 1p16-19 ("Fair value or re-
determination of the value as a replacement of the cost") in order to separate the land value 
from the following real estate complexes: 
 
- Collegno (Prima Industrie S.p.A. - through a financial leasing agreement IAS 17p10); 
 
- Moncalieri (owned by Prima Electronics S.p.A.); 
 
- Coventry (owned by Prima Industrie S.p.A. leased to the subsidiary Prima UK). 
 
In the Financial Statements drawn up prior to the transition to IFRS, the land "pertaining" to 
the building was entered in the category "land and buildings" and was subject to 
amortization. 
The "fair value" of the land and buildings as at the transition date corresponds to the value 
attributed to them by an independent expert who was commissioned to draw up valuation 
reports. 
The tax effect (debit for deferred taxes) was calculated on the difference between the fiscally 
recoverable value of the land and the book value, in accordance with SIC 21 (Income taxes- 
recovery of the revalued non-depreciable assets).  
 
Leased electronic office equipment 
 
This relates to the effects stemming from an adjustment relating to the recording of certain 
leasing contracts in respect of electronic office equipment (contracts to be recorded in terms 
of IAS 17p20). The relative tax effect, deriving from the difference between the value per the 
Financial Statements and the fiscally recoverable amount was calculated and provided for 
on the basis of this adjustment (the debit for deferred taxes) - in accordance with the 
provisions of IAS 12. 
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Reclassification of Intangible fixed assets 
 
This relates to a reclassification of Prima North America Inc.'s "hardware" and "lease hold 
improvements" as at the transition date, recorded amongst the intangible fixed assets in the 
pre-transition Financial Statements. For the hardware in question provision was also made 
to adjust the depreciation period from 3 to 7 years, a period which better represents its 
economic useful life.  
 
b. Intangible fixed assets 
 
 
 1  

January 
2004 

30  
June  
2004 

31 
December 

2004 

Elimination of plurienial expenses (310) (106) (7) 

Reclassification as tangible fixed assets (928) (937) (762) 

Total (1,238) (1,043) (769) 
 
 
Elimination of plurienial expenses 
 
This deals with the elimination of pluriennial expenses relating to Prima Industrie S.p.A., 
Prima Electronics S.p.A. and Prima North America Inc. which do not have the requirements 
requested by IAS 38p10 in order to be capitalized. The expenses reversed mainly include 
various building works on buildings that are owned or rented, plant and expansion costs, 
maintenance charges and trademark protection. The relative tax effect, derived from the 
difference between the value per the Financial Statements and the fiscally recoverable 
amount is calculated and provided for on the basis of this adjustment (the receivable for 
prepaid taxes), in accordance with the provisions of IAS 12. 
 
Reclassification as tangible fixed assets 
 
Refer to what was stated in the point above, in respect of "Intangible fixed assets". 
 
Amortization of goodwill 
 
In relation to the first application of the IFRS the Group adopted the optional exemption 
provided for by IFRS 1App.B (Business combinations), thus not proceeding with the re-
determination of the business combinations which took place prior to January 1, 2004. 
Consequently the Group, in relation to the goodwill which arose as a result of the acquisitions 
of the Convergent Lasers and Laserdyne  business branches by the current Prima North 
America Inc: 
 
- kept, in the IFRS financial statements as at the transition date, the same value for the 

goodwill in existence in the Consolidated Financial Statements (drawn up in accordance 
with Italian accounting Principles); 

 
- using the business plans and other information in existence at the transition date 

performed the ”impairment test” on the value of such assets with a positive result; 
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- reversed, in accordance with IFRS 3p55, the 10-year portion of amortization calculated 

on the goodwill in accordance with Italian Accounting Principles, in the Income Statement 
for the first semester of 2004 and in the Income Statement relative to the financial period 
closed as at December 31, 2004. 

 
 
c. Tax assets for prepaid taxes 
 
 1  

January 
2004 

30  
June  
2004 

31 
December 

2004 

Intangible fixed assets 167 182 159 

Revenues 1,957 1,576 2,209 

Long-service bonuses 136 148 159 

Derivative financial instruments 49 26 99 

Other minor items  (102) (75) (30) 

Total 2,207 1,857 2,596 
 
 
The adjustments included in this paragraph highlight the fiscal effect of certain IFRS 
transition adjustments, which are contained in the previous and subsequent paragraphs. 
These are reflected in the Financial Statements as assets in compliance with IAS 12p24 as it 
is probable that a taxable income will be realized in the face of which the temporary 
deductible difference can be utilized. In compliance with IAS 12p47 the credits for prepaid 
taxes were valued with the tax rates which are forecast as being applicable during the 
financial period in which the asset will be realized. 
 
Intangible fixed assets 
 
The adjustment in question represents the tax effect arising from the reversal of the long-
term charges commented on in the paragraph "Intangible fixed assets", above. 
 
Revenues 
 
The adjustment in question refers to the raising of receivables for prepaid taxes on the 
elimination of the margin in respect of machines which have been invoiced but not yet 
accepted by the customers. For further details on this adjustment see the paragraph dealing 
with inventories. 
 
Long-service bonuses  
 
This relates to the raising of a receivable for prepaid taxes arising from the adjustments 
attributed to the long-service bonuses commented on in the paragraph "Post-employment 
benefits”.  
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Derivative financial instruments 
 
The adjustment in question includes the tax effect arising from the recording in the Financial 
Statements of the financial liabilities which originated in the face of derivative financial 
instruments (Interest Rate Swaps and USD currency options) commented on below. 
 
Other minor items 
 
This item includes the tax effect arising from the adjustments made to the infra-group 
margins, which are required as a result of the adjustment to revenues referred to above. 
 
 
d. Derivative financial instruments".  
 
The adjustment in question refers to the recording in the Financial Statements of the fair 
value of the derivative financial instruments in compliance with IAS 39p46: Interest Rate 
Swaps on finance contracts and USD currency options to cover the variability risk in respect 
of financial flows stemming from the Euro/USD ratio. Despite not being speculative in nature, 
the financial instruments in question do not have the requirements envisaged by IAS 39p88 
which are necessary for the application of the accounting of hedging operations (IAS 39 p85-
102).  
For this reason they are accounted for in compliance with IAS 39p46 as if they were 
"financial assets at fair value with fair value changes recorded in the Income Statement". 
For further details see also the section in the Financial Statements dedicated to financial risk 
management in the chapter relating to accounting principles. 

 
 

e. Inventories 
 
In compliance with IAS 18p16c, revenue from the sales of cutting and drilling machines, 
made by Prima Industrie S.p.A., Prima North America Inc. and Prima UK, are accounted for 
when they are accepted by the end-customer. This generally coincides with the signature of 
the testing report by the customer.  
 
On the other hand, invoicing takes place when the goods are taken on by the transporters, in 
agreement with the international transport clauses known as “incoterms”. From that time 
onwards the Prima Industrie Group is free from all liability relating to transportation. 
 
As a result of the fact that the invoicing date is not in alignment with the date of recognition of 
the revenue, on the basis of IAS 18p16c, in preparing the IFRS Financial Statements, the 
value of the machines invoiced but not yet accepted by the customer is brought back into the 
accounts amongst the inventories of finished products, net of the realized margin, with the 
contra-entry being made to "Advances" in the Balance Sheet liabilities.  
 
This recording protects the proper representation of the underlying contractual relationships. 
 
As a result, the portion of the provisions for warranty works, included in the item "Provision 
for risks and charges", raised in respect of machines that have been invoiced but not yet 
tested, is reversed (see also paragraph k "provision for risks and charges"). 
 
The relative tax effect is calculated on these adjustments on the basis of IAS 12. 
 
For further information kindly refer to the paragraph "Recognition of revenues" in the chapter 
relating to accounting principles. 
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f. Other receivables 
 
 1  

January 
2004 

30  
June  
2004 

31 
December 

2004 

Treasury stock (324) (305) (171) 

Derivative financial instruments - - (275) 

Other minor items (25) - (31) 

Total (349) (305) (477) 
 
Treasury stock 
 
In the Financial Statements drawn in accordance with Italian Accounting Principles treasury 
stock was recorded amongst current assets and valued at the lower of cost and market 
value. In terms of the law, a reserve for the "purchase of treasury stock" was recorded in the 
stockholders’ equity. The economic effects relating to the transactions in respect of treasury 
stock were recorded in the Income Statement.  
In compliance with IAS 32p33, treasury stock (as well as any profit or loss arising from the 
trading therein) were used to reduce the Stockholders’ Equity. The “Reserve for treasury 
stock in portfolio” was reclassified in the item “Profits (Losses) carried forward”. 
 
Derivative financial instruments 
 
The adjustment in question relates to the reversal of the forward transactions from the 
Financial Statements prepared in accordance with Italian Accounting Principles. These 
transactions were reinserted in the Financial Statements as "financial assets/liabilities at fair 
value with changes to the income statement"  (refer to paragraph  "d. Derivative financial 
instruments). 
 
 
g. Stockholders’ equity 
 
Capital stock 
 
In terms of IAS 32p33, the capital stock diminished by the value which represents the 
treasury stock. For further information on the adjustment refer to paragraph "f. Other 
receivables”. 
 
Treasury stock reserve 
 
The reserve for treasury stock was reclassified in the item, "Profits (Losses) carried forward”. 
For further information on the adjustment refer to paragraph "f. Other receivables”. 
 
Conversion reserve 
 
In the application of the optional exemption provided for in IFRS 1p22, the "Conversion 
Reserve" was cleared against the "Profits (Losses) carried forward”. The reserve will be 
replenished after the transition date. 
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Profits (losses) carried forward 
 
The adjustments to the item, "Profits (Losses) carried forward" are made up as shown in 
table 5. Kindly refer to the applicable paragraphs for the comments thereon. 
 
 
h. Amounts due to banks and in respect of loans 

 
The adjustment made in respect of the item "Amounts due to banks and in respect of loans" 
relates to the portion of the debt generated by reason of the accounting for the financial 
leases for certain leasing contracts for electronic office equipment which fulfill the 
requirements requested by IAS 17 p.10 in order to be accounted for in accordance with the 
financial method (IAS17 p22). 
 
 
i. Tax liabilities for deferred and current taxes  
 
 1  

January 
2004 

30  
June  
2004 

31 
December 

2004 

Tangible fixed assets 224 235 266 

Warranty fund 573 538 839 

Employees' severance fund 27 43 30 

Derivative financial instruments 66 29 90 

Other minor items (153) (103) (201) 

 737 742 1,024 
Current taxes (IRAP and IRES) - 641 - 

Total 737 1,383 1,024 

 
 
Tangible fixed assets 
 
Refer to paragraph “a. Tangible fixed assets”. 
 
Guarantee fund 
 
Refer to paragraph "e. Inventories”. 
 
Employees' severance fund 
 
Refer to paragraph “j. Post-employment benefits". 
 
Derivative financial instruments 
 
Refer to paragraph “d. Derivative financial instruments". 
 
Current taxes 
 
In the Financial Statement prepared in accordance with Italian Accounting Principles the 
Group availed itself of the right connected to paragraph 7 of section 81 of the Consob 
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regulations, presenting the results for the period net of tax. In the IFRS Financial Statements, 
insofar as no exceptions are permitted to the application of the principles, an estimate of the 
tax burden was inserted. 
 
 
j. Post-employment benefits 
 
 1  

January 
2004 

30  
June  
2004 

31 
December 

2004 

Employees' severance fund (79) (131) (185) 

Long-service bonuses 414 446 483 

Reclassif: early-retirem. incen. and Other payables (168) - - 

Total 167 315 298,024 
 
 
Employees' severance fund 
 
The Employees' severance fund, calculated in the Financial Statements according to Italian 
Accounting Principles in accordance with section 2120 of the Italian Civil Code, on the basis 
of IAS 19 is considered to be a defined benefits pension plan. As such it must be valued by 
applying the statistical/actuarial method of the “projected unit credit” (IAS 19p68) For the 
valuation of the liabilities the services of an independent actuary, duly registered on the 
National Roll of Actuaries, were used. On the basis of IAS 12, the relative tax effect was 
calculated on the basis of this adjustment. 
 
Long-service bonuses 
 
The long-service bonus, amounting to two gross monthly salaries, is due to employees of 
Prima Industrie S.p.A. and Prima Electronics S.p.A. upon attainment of the 20th, 30th and 
35th year of service. The adjustment in question reflects the present value of the liability. 
For the valuation of the liabilities the services of an independent actuary, duly recorded on 
the National Roll of Actuaries, were used. On the basis of IAS 12, the relative tax effect was 
calculated on the basis of this adjustment. 
 
Early-retirement incentives 
 
The company recorded the amounts to be paid out in terms of the early-retirement 
incentives under the item "Employees’ severance fund" in the Consolidated Financial 
Statements as at January 1, 2004, prepared in accordance with the Italian Accounting 
Principles.  In consideration of the nature of this estimate with respect to the employees’ 
severance fund, the amount set aside was reclassified to the item "Other payables". 
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k. Provision for risks and charges 
 
 1  

January 
2004 

30  
June  
2004 

31 
December 

2004 

Warranty fund (1,594) (1,362) (1702) 

Provision for probable taxes (150) (108) (108) 

Derivative financial instruments 149 78 - 

Total (1,595) (1,392) (1,810) 
 
 
Warranty fund 
 
For further information refer to paragraph "e. Inventories". 
 
Provision for probable taxes  
 
This relates to the elimination of the provision for probable taxes recorded by the parent 
company, Prima Industrie S.p.A., pursuant to the tax re-assessment issued by the Finance 
Police (which related to the failure to compute the interest received on the loans granted to 
Prima North America Inc and other minor comments). The re-assessment was issued at the 
end of an audit relating to the 2000 financial year, which audit took place during the second 
semester of 2002. The provision is reversed because at the transition date it exceeded the 
actual risk of having to pay a penalty.  
 
Derivative financial instruments 
 
The adjustment in question relates to the reversal of the forward transactions from the 
Financial Statements prepared in accordance with Italian Accounting Principles. These 
transactions were reinserted in the Financial Statements as "financial assets/liabilities at fair 
value with changes to the Income Statement" (refer to paragraph "d. Derivative financial 
instruments"). 
 
 
l. Advances  
 
The adjustment to the "Advances" account are fully described in paragraph "e. Inventories”. 
 
 
m. Other payables 
 
This relates to the reclassification of early retirement incentives from the Employees' 
severance fund account to the item "Other payables". 
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Comments on the IFRS adjustments made to the Income Statement  
 
a. Income 
 
The item "Net revenues from sales and services" highlights the financial aspect that follows 
from the adjustment which is necessary to record the revenues derived from the sales of 
machines at the time of acceptance instead of at the time of invoicing (IAS 18p16c) For 
further information refer to paragraph "e. Inventories". 
 
 
b. Changes in inventories of semi-finished and finished products and raw material 
 
 30 June  

2004 
31 December 

2004 

Change in inventories 81 2,663 

Elision of infra-group margins (451) (382) 

Total (370) 2,281 
 

 

 
 
Change in inventories 
 
The adjustment in question is due to the recording of revenues for the sales of machines at 
the time of acceptance instead of at the time of invoicing (IAS 18p16c).  
 
Elision of infra-group margins 
 
The reversal of a part of the sales, consequent to the adjustment of revenues, has also 
imposed the review of the elimination of the infra-group margins in the consolidation process. 
 
c. Other operating revenues 
 
 30 June  

2004 
31 December 

2004 
Financial leasing adjustments (22) (21) 

Elimination of the gain on the sale of treasury stock - (11) 

Elimination of the utilization of the provision for 
probable taxes 

- (42) 

Total (22) (74) 
 
Financial leasing adjustments 
 
This relates to the financial effect of the recording provided for by IAS 17p20 for certain 
leasing contracts for electronic office equipment, not disclosed as financial leases according 
to Italian Accounting Principles. 
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Elimination of the gain on the sale of treasury stock 
 
This relates to the elimination of the gains realized on the sale of treasury stock, in 
accordance with IAS 32p33. For further information refer to paragraph "f. Other receivables”. 
 
Elimination of the utilization of the provision for probable taxes 
 
This refers to the reversal of the utilization of the portion of the provision for probable taxes, 
already eliminated against Stockholders' equity at the transition date. For more information 
see paragraph "k. Provision for risks and charges”. 
 
 
d. Personnel costs 
 
 30 June  

2004 
31 December 

2004 

Employees' severance fund 142 283 

Long-service bonuses (34) (70) 

Total 108 213 
 
The adjustment highlights the financial effects of recording Employees' severance fund 
according to IAS 19 and making provision for long-service bonuses. For further information 
refer to paragraph "j. Post-employment benefits". 
 
 
e. Amortization, Depreciation and write downs  
 
 30 June  

2004 
31 December 

2004 

Elimination of amortization on goodwill 155 306 

Elimination of depreciation on pluriennial expenses 45 166 

Elimination of depreciation on land 15 (20) 

Depreciation from financial leasing 31 39 

Other minor items 

 

- (10) 

Total 246 481 
 
Elimination of amortization on goodwill 
 
This refers to the elimination of the 10-year portion of amortization calculated on goodwill, 
allocated to the Income Statement according to Italian Accounting Principles (see paragraph 
"b. Intangible fixed assets" for further details). On the basis of IFRS 3p55 goodwill must not 
be amortized, but must be written down for any “impairment”. 
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Elimination of depreciation on pluriennial expenses 
 
Refer to paragraph "b. Intangible fixed assets”. 
 
Elimination of depreciation on land 
 
This relates to the elimination of the portion of depreciation calculated on the basis of the 
previous Italian Accounting Principles relative to land insofar as it is considered as 
“pertaining” to the building (for more detail refer to paragraph "a. Tangible fixed assets”).  
 
 
f. Other operating costs 
 
 30 June  

2004 
31 December 

2004 

Elimination of capitalized pluriennial expenses (23) (116) 

Adjustment of warranty for the work provision 
guarantee 

(266) 178 

Elimination of provision for probable taxes (42) - 

Elimination of losses from sale of treasury stock 25 25 

Total (306) 87 
 
Elimination of capitalized pluriennial expenses  
 
This relates to a reversal of certain long-term expenses that do not have the requirements 
demanded by IAS 38p10 for capitalization. 
 
Adjustment of the reserve for work under guarantee  
 
This relates to the net effect of the adjustments on the recording of revenues (see paragraph 
"e. Inventories), determined as the difference between the opening and closing Balance 
Sheet adjustments.  
 
Elimination of losses on treasury stock 
 
This relates to the elimination of losses on the sale of treasury stock in accordance with IAS 
32p33. For further information refer to paragraph "f. Other receivables”. 

 
g. Financial expenses 
 
 30 June  

2004 
31 December 

2004 

Interest paid on leasing contracts  - (59) 

Interest paid on contributory plans for employees  (90) (176) 

Changes in “fair value” of derivative financial 
instruments  

(45) (88) 

Total (135) (323) 
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Interest paid on leasing contracts 
 
This relates to the portion of interest paid on certain leases in respect of electronic office 
equipment accounted for in accordance with the financial method provided for in IAS 17. 
 
Interest paid on contributory plans for employees  
 
The adjustment takes account of the portion of interest paid in the recording of the 
Employees’ severance fund, as a defined benefits plan, in accordance with IAS 19. 
 
Changes in “fair value” of derivative financial instruments 
 
The adjustment includes the changes in “fair value” of the derivative financial instruments. 
For further details refer to paragraph "d. Derivative financial instruments".  
 
 
h. Deferred taxes 
 
 30 June  

2004 
31 December 

2004 

   

Tangible fixed assets (22) (15) 

Intangible fixed assets (6) (57) 

Post-employment benefits (9) (12) 

Derivatives 15 32 

Revenues/ Warranty provision (265) 180 

Provision for probable taxes 15 15 

Other minor items - 10 

Deferred taxes on IFRS adjustments (272) 153 
IRAP (393)  

IRPEG (248)  

Prepaid taxes on tax loss 393  

Statutory deferred/prepaid taxes (497)  

Current and deferred taxes on statutory result (745) - 

Total (1,017) 153 
 
 
The table set out above highlights the financial effects of the changes in deferred and current 
taxes, exhaustively dealt with in the previous paragraph.  
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8. SECTOR REPORT 
 

 

 
 

TAB. 11 Sector results - 1st semester 2005
Sector 1 Sector 2 Others Unallocated Group

Total sector revenues 39.949         8.213           -               48.162         
(Intra-sector revenues) (1.792)          -               (1.792)          
Income 39.949         6.421           -               -               46.370         

Operating profit (loss) 1.499           782              2.281           
Net financial expenses/income (447)             18                (429)             
Income/exp.from assoc.companies & joint ventures (103)             -               -               (103)             
Income (loss) before tax 1.749           
Taxes (972)             
Net profit (loss) 777            

TAB. 12 Sector results - 1st semester 2004:
Sector 1 Sector 2 Others Unallocated Group

Total sector revenues 43.360         7.003           50.363         
(Intra-sector revenues) (1.553)          (1.553)          
Income 43.360         5.450           -               -               48.810         

Operating profit (loss) 1.508           608              2.116           
Net financial expenses/income (485)             (16)               (501)             
Income/exp.from assoc.companies & joint ventures (123)             (123)             
Income (loss) before tax 1.492           
Taxes (1.016)          
Net profit (loss) 476            

TAB. 13 Sector information - 1st semester 2005
Sector 1 Sector 2 Others Group

Depreciation of tangible fixed assets 374              140              514              
Amortization of intangible fixed assets 40                26                66                
Total 414            166            -              580              

TAB. 14 Sector information - 1st semester 2004:
Sector 1 Sector 2 Others Group

Depreciation of tangible fixed assets 394              137              531              
Amortization of intangible fixed assets 28                24                52                
Total 422            161            -              583              
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On behalf of the Board of Directors 
 

Chairman 
 
 

___________________________ 
 Gianfranco Carbonato 
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