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AUDITOR’S REPORT

To the Shareholders of Faci S.p.A.

We have audited the financial statements of the Faci S.p.A. (the Company) as of
December 31, 2002. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with the Auditing Standards generally accepted
in Italy. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion. For the opinion on the financial statements of the
prior year, the data of which are presented for comparison in accordance with legal
requirements, reference should be made to the auditor’s report issued by on 19 July,
2002,

In our opinion, the financial statements present fairly, in all material respects, the
financial position of Faci Sp.A. as of December 31, 2002, and the results of its
operations for the year then ended and comply with the principles which regulate the
preparation of financial statements in Italy.

According to the right provided for by law, the Company has not issued the
consolidated financial statements as it is controlled by Euchemia S.p.A., that is required
to draw up the consolidated financial statements.

This report has been translated into the English language solely for the convenience of
international readers.

DELOITTE & TOUCHE S.p.A.
Signed in original by

Corrado Toscano

Partner

Genoa, July 28, 2003
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FACI S.p.A.

Registered office: Cagliari, Via Galassi 2
Share capital: Euro 9,726,600.00 fully paid in
Cagliari Company registration number and fiscal code 03545180105

DIRECTOR’S REPORT ON THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED
DECEMBER 31, 2002

Dear Shareholders,

the financial statements for the year ended December 31, 2002 that we present for your approval
closed with a profit of Euro 132,659 after taxes of Euro 1,204,785 and a gross operating margin
(before amortisation and provisions) of Euro 7,462,269.

The amortisation of tangible and intangible assets amounted to Euro 4,460,176 (in line with thatin
2001 of Euro 4,915,826).

Operational Performance

As already noted, the year 2002 closed with a net profit of Euro 132,659, a decrease compared to
the previous year (Euro 763,739 -82.6%). However the decrease is essentially attributable to
amnesty tax as per legislation 289/2002 of Euro 462,208 which the company adhered to. With this
extraordinary fiscal charge the result would have been slightly less that than achieved in 2001 and
thus substantially in line with the previous years (except for the year 2000).

The comparison of the gross operating margin - passing from Euro 7,932,607 to Euro 7,462,269 -
shows a small decrease in the industrial result (-5.9%). The sales increased by 4.4% reaching Euro
57.3 Million with an increase in the volumes sold and produced of over 60,000 tonnes, an increase
of 6.1%. As a consequence of these considerations the average sales price has slightly decreased due
to greater competitiveness and the general unfavourable economic outlook. Raw materials saw
significant price fluctuations during 2002, lowering in the first part of the year and rising in the
second part of the year, as occurred in the previous year. These fluctuations and the difficulty in
passing on the raw material price increases in sales price increases has resulted in significant
fluctuations in margins during the year. Due to the provisioning policies adopted by our principal
customers, aimed at lengthening the contract period, the adjustment of sales prices to the changes
in the market conditions of raw materials has become slower and more difficult. To the uncertaincy

on prices is added that on production regulations and the use of animal grease, generating




differences in the interpretation and application between various countries and, occasionally,
competitive advantages for different regions. These uncertainties cannot be considered as yet

resolved and will continue in the coming years in view of a final resolution,

Other costs have been maintained substantially in line with those in the previous year. Personnel
costs have increased by 3.4% - in line with the annual inflation rate. Indebtedness has remained

substanrially unchanged.

In 2003 the industrial outlook has perhaps deteriorated from that in 2002; however the decrease in
sales remains contained and the grease raw materials market has weakened compared to the end of
the previous year, partly attributable to the appreciation in the Euro. This appreciation however is

unfavourable for sales in the American and Asian markets resulting in e 2 loss in competitiveness.

Investments

In 2002 significant investments were made in order to increase production capacity, introduce new
products and achieve operational economies. The production lines that have benefited most are
those of metallic soaps and organic esters. Also the production capacity of acid grease has increased
in order to satisfy the increased request for these products, which for us, are intermediary products.
In the final month of the year an investment was made not significant in terms of value, but of
strategic importance. This relates to the only metallic stearates production plant in Great Britain,
located near Liverpool; the company running the plant was placed in liquidation and we have
acquired the activity as a foreign branch. As can be imagined the production plant is not particularly
efficient, but added to our previous presence it guarantees us a greater share of the English market.
Naturally further investments for improvement will be necessary and the exploration of all possible
synergies, even though, in consideration of the brief pertod it has been in our possession, its
evaluation has not being completed. The forecast of sales in 2003 for the English branch is

approximately Euro 4 Million.

Commercial strategy

The good result in terms of volumes sold indicates a consolidation of our commercial position in all
markets, from the national market to outside the European Union, the latter being favoured by
high value of the Dollar for the whole of the year under examination. Forecasting good results
from the subsidiary Faci Asia Pacific in the Asian market, of note is the favourable synergies
currently being achieved by large groups, to whom we can provide quality from the two production

sites.




In the commercial sector a reorganisation of many of the agencies will be made, especially those
overseas. The objective is to achieve a direct company presence with the customers and at the same
time resolve many positions of both internal conflict (several agents for the same markets) and
external conflict {the same agent that represents our competitors as well as us). The subject is

naturally delicate and each situation will be followed individually.

Transactions with subsidiary, associate and holding companies

With the exclusion of the English plant incorporated into the Iralian organisation, which was
already commented upon above, no acquisitions or disposals were made in the year 2002,
Ambrogio Pagani - and thus Futura which holds 50% - closed again with a positive result, although
less than in the previous year which also encountered a difficult year in the raw materials market.
Faci Asia Pacific Pte Ltd in its second year as fully operational registered a strong growth in
volumes ad sales approximately 60% over 2001. The sales were approximately Euro 7 Million of
which 85% relating to goods produced by the Singapore plant. The result was positive for the first
time, although below expectations, again due to the unfavourable market situation in the second
half of the year. The forecast for 2003 is of continued strong growth of approximately 30%. New
investments increased the production capacity of the plant that now has reached 15,000 tonnes per
year of metallic soap.

Productos Metalest in which Faci S.p.A. has a 50% holding closed positively more in terms of sales
growth than in relation to the result which remained positive, Unfortunately the difficult situation
towards the end of the year and the beginning of 2003 could negatively affect the performance in
consideration of the difficult situation in the Spanish market.

Reinco CA suffered the consequences of the uncertain political situation in Venezuela registering a

reduction in turnover.

In accordance with article 2428 of the civil code below is shown the transactions between

subsidiary, associate and holding companies.

Income from Financial
Income/Costs investments Qther income Other costs income

Subsidiary companies
Faci Asia Pacific Ltd O 1,344,378 210,275 G
Associated companies
[Futurs Srl 120,00CJ G 0 0
Productos Metalest SL 0 431,137 59,633 43,304
REINCO SA O 285,918 0 0

120,00 2,061,433 269,908 43,304




Trade Financial
Balances receivables receivables | Trade payables | Investments

Subsidiary companies
Faci Asia Pacific Ltd 2,218,872 0 58,280 1,490,950
Associated companies
Futurs Srl 0 245,000 0 526,786
Productos Metalest SL 118,085 1,215,000 29,302, 2,602,199
REINCO SA 273,836 0 0 668,389

2,610,793 1,460,000 87,582 5,288,824

Acquisitions, disposals, number and value of shares held in holding companies
In accordance with no. 3) and 4) of article 2428 of the civil code the company does not hold or has
not - directly or indirectly - acquired or disposed of its own shares or those of a holding company.

Subsequent events to the year-end
It is noted that from December 31, 2002 to the date of the approval of the financial statement no matters

arose that require mentioning in the present report.

Dear Shareholders,
in expressing our gratitude for the efforts made in achieving the results obtained, we invite you to approve

the financial statements that we present together with our report.

For the Board of Directors




FACI S.p.A.
Registered office: Cagliari, Via Galassi 2
Share capital: Euro 9,726,600.00 = fully paid in
Fisca! Code and Cagliari Company Registration number 03545180105

FINANCIAL STATEMENTS AS AT DECEMBER 31, 2002

BAIANCE SHEET

ASSETS

B) Fixed assets

| -
2)
4)
5)
7}

-
1)
2)
3)
4)
5)

-
1

2)

Intangible assets

research, development and advertising costs
Concessions, licenses, trademarks and similar rights
Goodwill

Cther

Total intangible assets

Tangible assets

Land and buildings

Plant and machinery

industrial and trade equipment

Other asseis

Assets under construction and advances

Total tangible assets

Financial assets
Participations
a) in subsidiary companies
b) in associated companies
Receivables
b) associated companies

- due over one year
d) other companies

Total financial assets

Total fixed assets (B)

C} Current assets

1)
4)

Il -
1
2)
3)

S)

Inventory
Raw materials, ancillary and consumables
Finished products and goods

Total inventory

Receivables

Trade receivables
Subsidiary companies
a) due within one vear
Associated companies
a) due within one year
Others

[Dec 31, 2002 |Dec 31, 2001 |Variation |
Euro Euro
2.324 5.113 (2.789)
218.066 82.998 135.068
61.492 0 61.492
18.303 29.436 (11.133)
300.185 117.547 182.638
16.715.592 17.100.428 {384.836)
8.408.506 10.124.938 (1.716.432)
229.165 171.441 57.724
540,396 425.323 124.073
80.395 27.609 52.786
25.983.054 27.849.739 {1.866.685)
1.490.950 1.490.950 0
3.797.874 3.797.874 0
945,000 1.215.000 (270.000)
8.000 0 8.000
6.241.824 6.503.824 (262.000})
32.525.063] 34471.110] (1.946.047)|
1.499.225 1.374.221 125.004
3.485.935 3.127.326 358.609
4.985.160 4.501.547 483.613
12.443.708 12.550.408 (106.700)
2.218.872 1.042.236 1.176.636
906.921 1.194.447 (287.526)



a} due within one year 1.610.901 1.931.808 (320.807)

Total receivables ' 17.180.402 16.718.899 I 461.503

v - Cash and hanks

1) Bank and postal accounts 3.415.209 2.165.230 1.249.979
3) Cash and equivalents 38.505 5649 32.856
Total cash and banks 3453714 2.170.879 1.282 835
Total current assets(C) ( 25.619.276| 23.391.325] 2.227.951|
D) Prepayments and accrued income
d1} Accrued income 0 4.352 (4.352)
d2} Prepayments 48.983 63.090 (14.107)
Total prepayments and accrued income (D) i 48.983] 67.442| (18.459)]
TOTAL ASSETS 1 58.193.322] 57.929.877| 263.445!
LIABILITIES |Dec 31, 2002 |Dec 31, 2001 |Variation i
Euro Euro Euro

A) Shareholders' equity

I- Share capital 9.726.600 9.726.600 0
Il- Share premium reserve 668,992 668.992 0
Wi - Revaluation reserve
- Revaiuation reserve Law 342/2000 6.667.345 6.667.345 0
- Revaluation reserve Law 448/2001 8.539.344 8.539.344 #]
iV-  Legal reserve 123.669 110.921 12.748
VIl - Otherreserves
- Reserve for accelerated depreciation 883.441 845.055 238.386
- Reserve for grant contribution 200.197 200197 0
- Extraordinary reserve 516.568 1.195.982 (679.414)
- Rounding reserve {2) {2) 0
VIl - Profits {losses) carried forward 0 (508.788) 508.788
IX-  Profit (foss) for the year 132659 783.739 {631.080)
Total shareholders' equity (A) { 27.458.813] 28.009.385] (550.572)|
B) Reserves for risks and charges
1) For pension and similar obligations 364.499 263.811 100.688
2) For taxes 0 0 0
3) Others 518.782 0 518.782
Total reserves for risks and charges (B) [ 883.281] 263.811| 619.470]
C) Provision for employee leaving indemnity i 3.431.652| 3.308.330| 123.322|
D) Payables
3) Due to banks
a) due within one year 12.230.160 12.147.226 82.934
b} due over one year 308.953 636.937 (327.984)
5) Advances A 48.876 5347 43.329
6) Trade payables 8.327.048 £.999.419 1.327.629
8} Subsidiary companies 58.280 0 58.280

9) Associated companies 29.302 31.440 (2.138




1M Tax authorities 0

a) due within one year 2.095.639 2.638.467 - (542.828)

b} due over one year ' 892.051 1.856.686 {964.635)
12} Due to social security authorities 609.346 583.724 25622
13) Other payables

a) due within one year 1.730.412 1.297.772 432.640

Total payables (D) [ 26,329.867| 26.197.018| 132.849}
E) Accrued liabilities and deferred income

d1) accrued liabilities 9.400 30.869 {21.469)

d2) deferred income 80.309 120.464 {40.155)

[ 89.709| 151.333] {61.624)]

TOTAL LIABILITIES [ 58.193.322| 57.929.877| 263.445|
MEMORANDUM ACCOUNT ‘

Mortgages on company buildings 1.746.016 1.746.016 0]

Leasing payments due 213.776 467.326 (253.550)

Guarantees to subsidiary company 11.840.741 0 11.840.741

Guarantees to third parties 219.283 0 219.283

Guarantees for VAT 0 322.786 {322.786)
Total memorandum account 14.119.816 2.536.128 11.583.688
INCOME STATEMENT |Dec 31, 2002 |Dec 31, 2001 |Variation |

Euro Euro Euro

A) Value of production

1} Revenue from sales and services 57.259.776 54.630.838 2.628.938
2) Changes in inventory of work in process,

semi-finished and finished products 374.651 (187.100) 561.751
5) Other income and revenues

a) grants 40.155 122.797 {82.642)

b) other income 386.093 463.196 (77.103)

Total value of production | 58.060.875| 55.029.731) 3.030.944]
B) Costs of production
6) Raw materials, goods & consumables 29.985.324 26.628.887 3.366.437
7) Services 11.015.395 10.788.091 227.304
8) Use of third party assets 296.206 331.507 (35.301)
9) Personnel:

a) wages and salaries 6.056.532 5.989.251 67.281

b) social security contributions 2.076.541 2.002.413 74128

c) staff leaving indemnity 558.731 405.802 62.929

e) other costs 248.831 152.575 96,256
10) Depreciation, amortization and write-downs:

a) amortisation intangible assets 147.654 55.837 92.017

b) depreciation tangible assets 4.312.522 4.860.189 (547.6867)

d) write down of

receivables 77.392 73.141 4,251

11) Changes In inventory of raw, ancillary

and consumable materials and goods (55.161) 417.988 (473.149)
13) Provision for risks 97.440 96.836 6504
14) Other operating costs 298.425 173.028 125,




Total costs of production (B) | 55.115.832] 52.065.345] 3.050.487|
Difference between cost and value of production | 2.944.843| 2.964.386| (19.543)}
C) Financial income and charges
15) Income from participations in:

associated companies 271.658 288.791 (17.133)
16} Other financial income

a) receivable income from associated companies 43.304 32.943 10.361

d) other income 93.414 227.971 {134.557)
17) Interest and other financial charges

- other (1.425.580}) (801.953) (623.627)

Total financial income and charges (C) (1.017.204)} (252.248)| (764.956)|
D) Adjustment to value of financial assets
19) Write-downs:

a) of participations 0] (584.145)1 584.145|
E) Extraordinary income and charges
20} Extraordinary income 4] 15.313 {15.313)
- Euro rounding 0 1 )]
21) Extraordinary charges
- Euro rounding N 0 0
- taxes relating to previous years (462.208) 0 (462.208)
- others (127.986) (57.4086) (70.580)

Total extraordinary income and charges (E) (590.185)| {42.092} (548.102)]

Profit before taxes 1.337.444 2.085.901 (748.457)
22) Taxes 1.204.785 1.322.162 (117.377)
26) Profit (loss) for the year i 132.659] 763.739| (631.080)|

The present ﬁnancial statements correspond to the underlying accounting records and entries.




FACI S.p.A.

Registered office Cagliari, Via Galassi 2
Share capital: Euro 9,726,600.00 fully paid in
Cagliari Company registration number and fiscal code 03545180105

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
DECEMBER 31, 2002

STRUCTURE AND CONTENTS OF THE FINANCIAL STATEMENTS

The financial statements, comprising the balance sheet, income statement and notes, have been prepared

in accordance with statutory requirements.

In accordance with article 2423 of the Civil Code we note that:

- the balance sheet and income statement format as requited by articles 2424 and 2425 of the Civil
Code provide sufficient information to give a fair and correct representation of the economic and
financial position of the company; and it is therefore not considered necessary to provide additional
informadon;

- no cases of incompatibility arise between the statutory reporting requirements in the preparation of
the financial statetnents and the need to provide 2 fair and correct representation of the economic and
financial position of the company; and therefore no recoutse to exceptions has been made as
permitted by article 2423, paragraph 4, of the Civil Code.

In accordance with article 2423 Zer of the Civil Code we note that:

- there has been no re-grouping of accounts within the balance sheet or income statement;

- there is full comparability between the accounts contained in the financial statements with those
relating to the previous year.

In accordance with article 2424, paragraph 2, of the Civil Code there are no items in the assets or liabilities

that could fall under more than one account.

The company is included in the consolidation of the parent company and the company preparing the

consolidated financial statements is EUCHEMIA S.p.A., with head office at Genoa, Piazza della Vittoria

8/20. A copy of the consolidated financial statements and the report on the operations has been

deposited at the Company Registration Offices at Genoa.

1) ACCOUNTING PRINCIPLES

The financial statements have been prepared applying the accounting principles in accordance with article

2426 of the Civil Code in compliance with the principles of prudence and going concern.




Intangible assets — Intangible assets are recorded at cost including incidental charges and are amortized

in consideration of their residual use. In relation to this it is noted: ‘

- set-up and expansion costs and research, development and advertising costs ate recorded with the
agreement of the Statutory Auditors and ate amortized over a pertod of 5 years;

- concessions, licenses, trade marks and similar, comprising principally software application programs,
are also amortized ovet a period of 5 years;

- the goodwill deriving from the acquisition of the English branch is amortized over a period of 5
years;

- other intangible assets are amortized based on a reasonable allocation each year.

Tangible assets -- Tangible assets are recorded at purchase price or production cost including incidental
charges— adjusted, for some assets, in application of specific revaluation laws or resulting from merger
operations on the allocation of goodwill atising on merger.

Revaluations were made in the previous year of some industrial buildings in compliance with Law no.
448 /2001 article 3.

In relation to the specific plant, it is noted that they were subject to revaluation both for the year ended
December 31, 2000, in application of Law no. 342/2000 article 10-16 and for the year ended December
31, 2001 in application of Law no. 448,/2001, article 3.

In application of paragraph 2 of article 11 Law 342/2000 — renewed by paragraph 1 of article 3 Law
448/2001 — it is confirmed that the values recorded in the financial statements after the revaluations for
the buildings and plant are not greater than the effective values attributed to the assets for their value,
production capacity, effective economic use by the company, as well as their cutrent value on Italian or
overseas markets.

The attachments no. 3 and 4 to the present notes show a summary of the above-mentioned revaluations.

Maintenance costs of an ordinary natute are charged fully to the income statement. Mainteniance costs of

an incremental nature are allocated to the assets they relate to and depreciated in accordance with their

residual use.

Financial assets — The participations, recorded under financial assets, ate valued at purchase cost or
subscription. The cost is reduced in the case of permanent loss where the participation has suffered losses
and no recovery is foreseen in the immediate future, or sufficient profits may be generated to absorb the
losses; the original value is written back when the reasons for the write-down no longer exist.

In relation to the compatison of the value of participations in the financial statements and the value of the

corresponding net equity as provided by article 2426, no. 3, of the Civil Code reference should be made to

point 5} of the present notes.




Inventory — Inventory is valued at the lower between purchase price or production cost — calculated with

the LIFO method (Jast in first out) — and market value.

The adoption of this method results in a valuation that does not differ significantly from that using the

average annual cost valuation.

Receivables — Receivables are prudently valued according to their estimated realizable value. In
particular, in order to record trade receivables at their realizable value, a direct write-down is made that

does not exceed the fiscal deductible amount,

Intetest on overdue payables and receivables — In application of Legislative decree 231 of October 9,
2002 the company has recorded interest income and expense on overdue accounts recetvable and

accounts payable.

Cash and banks ~ Cash and banks, consisting prevalently of bank balances, are recorded at their

effective amount.
Prepayments and accruals — They are recorded in accordance with the accruals concept.

Provision for risks and charges — Provisions for risks and charges are recorded in respect of certain or
probable losses or liabilities, the amount or due date of which could not be determined at year-end. The
provisions made reflect the best possible estimate based on available information.

The risks where a liability is only a possibﬂity are shown in the notes without inclusion in the provision

for risks and charges.

Provision for employee leaving indemnity — The provision is accrued in accordance with legislation

and Jabour contracts in force and reflects the liabilities matured against all employees at year-end.
Payables — Trade, financial and other payables are recorded at their nominal value.

Revenue recognition — The revenue for the sale of products is recognised at the moment of transfer of
ownership which generally coincides with shipment of the goods. Dividends from subsidiary and

assoclate companies are recorded in accordance with the aceruals concept.

Financial lease contracts — The lease payments, all relating to moveable assets, are recorded in
accordance with the accruals concept with reference to the contractual clauses. At the expiry of the

contract, the value of the redemption is recorded among tangible assets.



Income taxes — They are recorded based on an estimate of the fiscal charge for the period in accordance
with current fiscal legislation. Deferred tax liabilities are recorded on positive temporary timing
differences between the result for the year and the fiscal assessment (principally gains on asset sales, grant
contributions and accelerated depreciation) and deferred tax assets on negative temporary timing
differences between the result for the year and the fiscal assessment (mainly entertainment expenses and

the recovery of accelerated depreciation).

Adjustment to values and provisions made solely for fiscal purposes — The adjustments to values
and provisions solely for fiscal purposes relate to additonal depreciation to those for economic/technical
putposes in the financial statements. These items are recorded in the same accounts in the income
statement and balance sheet as the adjustment to values and provisions made in compliance with statutory
requitements. The effect of these fiscal provisions are shown in the individual asset category. It is noted
that where the depreciation made is greater than the ordinary fiscal depreciation, a deferred tax asset is
recorded.

In addition, as in the previous yeat, accelerated depreciation deductions were made exclusively in relation
to the annual fiscal returns, generating a fiscal saving of Euro 45,609.00. As the accelerated fiscal

depreciation was not recorded in the financial statements, the relative deferred tax liability was recorded.

Conversion criteria of foreign currencies — The receivables and payables orginally in foreign
currencies ate converted to Euro at the exchange rate at the moment of the operation. The differences

arising on the receipt of receivables and payment of payables in foreign currencies ate recorded in the

income statement.

Risks, commitment, and guarantees ~ The memorandum account, shown after the balance sheet,

represents the guarantees given by the company and commitments in existence at the year-end.

2) MOVEMENTS IN FIXED ASSETS

The movements in intangible, tangible and financial assets ate shown in the schedules below.

Initial | Movemments in the year I Final
INTANGIBLE ASSETS Revaluations
Net value |Acquisitions |Transfers (1)|Disposals (1}  {write- Amort. | netvalue
downs)

Set-up and expansion costs - - - - - { -
[Research, development and advertising costs 5,113 - 0f - - 2,789 2,324
Patents and rights o use intellectual property -] - 1 E - | |
Concessions, licenses, trademarks and similay]
irights 82,997 253,425 0 - - 118,357 218,066
Goodwill 0 76,865 15,373 61,492
Orther 29,437 0 - - - 11,135 18,301
Izoml intangible assers 117,547} 330,290 - - - 147,654 300,183




‘TANGIBLE ASSETS Composition previous year Initial
Cost Revaluaton Go;cel:;ﬂleron Acc. Dep. R;Zf ‘gﬁ;’? net value
land and buildings 12546334 2838158 10902241  (9,186,305) 17,100,428
Plant and machinery 17,043,320 53,669,641 6,455,711 (31,103,279 (35940455 10124938
Industrial and commercial equipment 1,679,945 3,999 4 a512,50% 171,441
Other assets
- interral transport 148,321 - - (34,265 114,055
- platforms 45,551 ] - (10,123) 35,428
- furniture and EDP 1,112,401 - 1 (®e4880) 47,521
- automobiles 413,626 - - (385,308) 28,318
- assets with valhue less than Lire 1 million 11,883 4 - (11,883) . 0
Assets in construction and advances 27,609 - - - 27,609
OTAL 33028900 56,511,798  17357,952] (43,108,546) (35940.455) 27,849,738
Movernents in the year Final
Acquisitions ij;g& Disposals g:ilsanech R}ZZ??E:;H R;Z:ilust;;fl Depreciation| net value
1 and and buildings 358,004 - - . 0 | azgan) 16715592
Plant and machinery 1,559,967 J o gs1,00] 134063 0 0| (3,250,350 8:408,507
Ind\.:stﬁal and cormnmerciall 230166
equipment 156,612 0 (3,202) 3,202 - | (98,887 :
Other assets
- internal transport 121575 o (67.993) 67,993 0 o (s72sm 178343
- platforms 30,000 o 0 0 0 0| (15123 70,306
- Farniture and EDP 70,478 o @332 3,321 - 1 eag| 241,564
- automobiles 57,038 o (35636 35,636 - 1 e 59,183
- assets with value less than Lire 1 0
million 36,416 - - g - 1 (6416
Assets in construction and advances 55,086 - {2,300 - . - 0 80,395
[TOTAL 2,465,176 of (263558 244215 - {1 @4312520] 25,983,056
Composition previpus year
FINANCIAL ASSETS Initial Movements in the year Final
. . Acquisition . Reva]ufation
Cost Revaluation |Write-down| net value / Increases Disposals | s é;v‘;::):- net value
1) Patticipations in:
1) in subsidiary companies
Faci Asia Pacific 1,490,950 - { 1,490,950 0 - 0l 1,490,950
b) in associated companies
Futura S.r.l. 526,786 - - 526,786 | - - 526,786
Reinco Ca 668,889 - 0 668,889 - 4 668,889
Productos Metalest 2,602,199 - 4 2,602,199 0 - 4 2,602,199
) Receivables:




b) associated companies

Productos Metalest } - - - 1,215,000 0] (276,000) E 945,000

d) other companies

Cifrachim - . - 0 8,000] - - 8,000

Total financial assets 5,288,824 6,503,824 0 6,241,824

Intangible assets

The composition of intangible assets other than set-up and expansion costs and research and

development are as follows:

- the concession, licenses, trade marks and similar relate to production technology acquired in previous
years and application software;

- the goodwill detives from the acquisition of the English branch and is amortised over five years;

- other intangible assets relate principally to charges sustained for finance leasing contracts relating to

industrial buildings. These charges are amottized based on the dutation of the contract.

Tangible assets

They are recorded at purchase price, increased due to revaluations in previous years. The increases in the
year are valued at cost.

Up until the year 1995 tangible assets were depreciated on a straight-line basis based on the maximum
rates allowed by fiscal regulations. In 1997 the company commissioned external experts to carry out 2
study on the residual econotnic-technical life and the realisable value of some tangible assets as at
December 31, 1996.

As a consequence, commencing from 1996 the company amortised tangible assets based on rates
considered representative of the economic-technical residual life of the assets. The principal rates used by

category of assets are as follows:

CATEGORIES Minimum Maximum

quota quota

- Land and buildings 2.18% 2.91%

- Plant and machinery 1.% 5.8%

- Industrial & commercial

equip. 1.% 25.%

- Furniture & EDP 4.% 20.%

- Automobiles 25% 25%

The accumulated depreciation reserve of tangible assets include the addidonal depreciation made —
together with the accelerated depreciation — in 2002 and the previous years based on the maximum rates
permitted by fiscal legislation. The depreciation above that based on the economic-technical life of the

tangible asscts ate recorded in the item B.10.b) of the income statement and in the depreciation prowiflon




in the balance sheet. The effect on the net equity and result for the year deriving from the recording in the

financial statements of greater depreciation fiscally allowable are shown in the net equity section. ,

The indications, in accordance with Law no. 72/1983, article 10, of the assets held at December 31, 2002

on which revaluations were made in previous year relating to specific laws are shown in attachment no. 1.

The attachments no. 2, 3 and 4 show the assets revalued for the year ended December 31, 2000 in

accordance with Law no. 342/2000 article 10-16 and those subject to revaluation for the year ended

December 31, 2001 in accordance with article 3 of the Law 448/2001. For each asset revalued details are

shown of the increases to the historical values and accumulated reserve due to the revaluation.

The goodwill on metger, allocated in 1996 on several assets based on expert’s valuations, obtained partial

fiseal deductions in 1997 for Euro 6,317 thousand, against the payment of a substitute tax of 27%.

As indicated in the memorandum account, some of the buildings have been mortgaged in favour of

financial institutions.

Finally, in relation to the principal vatiations during the year, apart from the revaluations, the following

movements took place:

- the decreases telate to disposals/scrapping of production plant for Euro 151 thousand (the utilisation
of the accumulated depreciation reserve was equal to Euro 134 thousand), disposals of various
equipment for Euro 3,202 ((the utilisation of the accumulated depreciation reserve was equal to Euro
3,202), disposals of electronic office machines for Euro 3,321 (the utiisation of the accumulated
depreciation reserve was equal to Euro 3,321), disposals of internal transport vehicles for Euro 67,993
(the utlisation of the accumulated depreciation reserve was equal to Euro 67,993) and automobiles
for Euro 35,653 (the utilisation of the accumulated depreciation reserve was equal to Euro 35,653).

- the increases relate to the purchase/modernisation of production plant for Euro 1,560 thousand, the
enlargement of industrial buildings and electric cabins for Euro 358 thousand, the purchase of
internal ttansport vehicles and automobiles for Euro 178 thousand, the acquisition of furniture and

equipment, platform, office machines and other immaterial assets for Euro 314 thousand.

Financial assets

The details of participations in associated and subsidiary companies is shown in point 5) below.

The non-current receivable relates to an interest bearing loan of Euro 945,000 granted to the associated
company Productos Metalest. The amount repayable within one year is recorded separately under the

account item C I 3 in the Balance Sheet (Receivables from assoctated companies).

3) SET-UP AND EXPANSION COSTS - RESEARCH, DEVELOPMENT AND
ADVERTISING COSTS

The composition of “set-up and expansion costs” and “research, development and advertising costs” are

shown in the schedule below:




Historical Acc. Net
cost Dep. Value

Set-up and expansion costs -

- Set-up costs 20,817 {20,817)

- Expansion costs 13,472 (13,472)
Total 34,289 (34,289) 0
Research and development costs

- Research expenses for new products 10,329 (10,329) 0
- Cert, Studies for environment 13,944 {11,620) 2,324
Total 24,273 (21,949) 2,324

4) CHANGES IN THE OTHER ASSET AND LIABILITY ITEMS, AND THE PROVISDION
FOR EMPLOYEE LEAVING INDEMNITY

Inventory

The item consists of:

Dec. 31, 2002 Dec. 31, 2001 Difference
Raw materials, ancillary and consumables 1,499,225 1,374,221 125,004
Finished products and goods
- valuation LIFO 3,642,717 3,127,326 415,391
- Inventary reserve (56,782) 0 (56,782)
3,485,935 3,127,326 358,609
Total 4,985,160 4,501,547 483,613
Receivable and cash and banks
The item consists of:
Pec. 31, 2002 Dec. 31, 2001 Difference
Trade receivables
- Customers 12,879,139 12,909,702 (30,563)
(-} Provision for doubtful debts (423,802) (359,294) (64,508)
{-) Provision for interest on receivables {11,629) 0 (11,629)
Total 12,443,708 12,550,408 (108,700)
Receivables from subsidiary companies
- Trade receivables 2,218,872 1,042,236 1,176,636
Total 2,218,872 1,042,236 1,176,636




Receivables from associated companies

- Financial receivables 515,000 518,228 {3,228)
- Trade receivables 391,921 676,219 (284,298)
Total 906,921 1,194,447 (287,526)
Other receivables

- Frorn tax authorities 1,354,118 962,772 391,346
- Deposits 61,293 65,584 (4,291)
- Advances 145,156 889,617 (744,461)
- Other receivables 50,334 13,835 36,499
Total 1,610,901 1,831,808 (320,907)
Cash and banks

- Bank and postal accounts 3,415,209 2,165,230 1,249,979
- Cash and equivalents 38,505 5,649 32,856
- Rounding 1 1
Total 3,453,715 2,170,879 1,282,836

Included in receivables from tax authorities are deferred tax assets, net of deferred tax liabilities, for an
amount equal to Euro 454,428. The deferred tax asset is due to depreciation and other deductons
deferred The deferred tax liability on the other hand is provided against fiscal charges defetred over a
number of years relating to deferred gains for fiscal purposes, state contributions as per Law no.
488/1992 and accelerated depreciation.

Shareholders’ equity

It is noted that the accelerated depreciation made for the sole purpose of fiscal benefits available in the
current and previous years, recorded as a reduction in the value of the assets, taking into account the fiscal
effect, xepresents 2 reduction of the net equity of Buro 6,663 thousand and reduction in the profit for the
year of Euro 533 thousand.

Following the revaluations made in 2000, in application of article 13 paragraph 1 of Law 342/2000, the
company has recorded a reserve in suspension of taxes of Euro 6,667,345. Similarly, following the
revaluations made in 2001, the company recorded = reserve in suspension of taxes of Euro 8,539,344 in
application of article 3 paragraph 1 of the Law 448/2001. _

Both reserves cotrespond to the amount of the revaluations net of the relative substitution tax. No
deferred tax was calculated in relation to these as no utilisation is foreseen.

The movements in the net equity in 2002 relate to the allocation of the result for the previous yeaz, the
profit for the current year, and the distribution of dividends of Euro 374,100.

The share premium reserve — amounting to Euro 668,992 and created following the metger by
incorporation in 1996, in accordance with article 123, paragraph 4 of the D.P.R. no. 917/1986 — has the

following fiscal composition:




- Reserve article 15 paragraph 10 | Law 516/82 for Euro 639,812;

- Share premium teserve Euro 29,180.

The item “other reserves” includes the reserve for accelerated depreciation of Euro 883 thousand, the

reserve for grant contributions of Euro 200 thousand and the extraordinary reserve of Eura 517

thousand. With reference to the resetve for grant contributions Law 488/1992, recorded in the net equity

on the allocation of the profit for the year, it is noted that this results as a suspension of taxes, as no

utilization is expected other than for the covering of losses.

Provision for risks and charges

The composition and movements of provisions other than provision for taxes are as follows:

Agent's Agent leaving| Director | Exchange | Total
indemnity indemnity | indemnity risks
Initial balance 15,093 6,242 242,477 0{263,812
Provision {utilisation) 4,846 {2,202) 98,044 518,782/619,470
Final balance 19,939 4,040 340,521 518,782|883,282

Employee leaving indemnity

The employee leaving indemnity is recorded in accordance with current legislation and is applied for all

employees. The composition of the item is detailed in the schedule below:

White-collar | White-collar Senior

Description Biue-collar admin. technical | management Total
- Initial balance 1,707,588 456,032 866,012 478,698 3,308,330
- Transfers 763 146 448 130 1,487
- Provisions * 167,330 62,174 106,622 63,823 429,949
- Contribution law 297 (33,196) (7.448) (10,420) (9,302) (60,3686)
- Utilisation {90,645) (35,175) {112,057) 0 (237,877)
- Substitute tax (5,961) (1,567) (2,343) 0 (9,871)
- Final balance 1,775,879 474,162 648,262 533,349 3,431,652
Payables

The “payables to banks” consist principally of medium term loans received from Medio Credito for a

residual amount of Euro 411,937.39; short tetm loans received from a number of different banks for

Eure 11,506,362 and bank overdrafts for Euro 585,202.89.
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" The “trade payables™ relate to the supply of raw materials and energy, materials for the construction of
new plant, accessory costs for selling, costs for plant maintenance and various services.

The “other payables” include payables for salaries and contributions relating to salaties for the month of
December, thirteenth month salary, vacation period provision and fourteenth month salary.

The “tax authority payables” are compzised of:

Dec. 31, 2002 Dec. 31, 2001 Difference

Due within one year
Direct tax 100,995 668,957 (567,962
Substitute tax on merger 0 341,125 (341,125)
Taxes relating to previous years 237,843 237,843‘

ubstitute tax on revaluation 1,189,000 1.1 89,000‘ 0
Interest on revaluation 86,979 0 86,979
bther withholdings IRPEF 480,822 439,385 41,437
Total 2,095,639 2,638,467 (542,828
Due over one year
Substitute tax on merger 0 0 0
Taxes relating to previous years 224 365 0 224,365
'Substitute tax on revatuation 667,686 1,856,686 (1,189,000%
Total 892,051 1,856,586 (964,635

5) PARTICIPATIONS IN ASSOCIATED AND SUBSIDIARY COMPANIES

The information relating to participations in associated and subsidiary companies required by point 5) of
article 2427 of the Civil Code are shown in schedule no. 5 attached to the present notes. The table shows
the values in the associated company Productos Metalest SL. and the controlling interest in Faci
Singapore — valued at acquisition cost - are recorded at a value greater than that deriving from the
application of the valuation criteria as per article 2426 no. 4 of the civil code (net equity method).
However, this difference does not reflect 2 permanent decrease in the value of the holding, but is justified
by the greater value of the participation as goodwill.

The budget for 2003 shows particularly positive results for both companies compared to the results in

recent years.

6) RECEIVABLES AND PAYABLES OVER FIVE YEARS AND MORTGAGES GIVEN ON
PAYABLES

At the closing date of the financial statements there were no receivables or payables over five years.

There are financial payables over 12 months which are shown in the following schedule:

11




Due over 12 months

Due within

12 months Within § years Over 5 years Total
RECEIVABLES 14,974,374 0 0 14,974,374
PAYABLES
From banks
- Loans 11,506,363
- Bank overdrafts 585,203
- Mortgages 102,984 308,953 0
- Other bank debt 35,611

12,230,161 308,953 0 12,539,114

In relation to mortgages given on payables it should be noted that at the end of the year there were
residual mortgages with Medio Credito Centrale (in compliance with article 7 of Law 49 of February 26,
1987) for a total of Euro 412 thousand and duration until 2006 in relation to the building at Carasco fora
total of Euro 1,746 thousand.

7) COMPOSITION OF PREPAYMENTS AND ACCRUALS AND OTHER RESERVES
The information required by point 7) of article 2427 of the Civil Code are shown below:

Dec. 31, 2002
Prepayments
Leasing payments San Benigno 8,247
Leasing payments San Colombano 7,930
I.easing payments automobiles 967
(Other prepayments 31,840
Roundings (1)
[Total 48,983
Deferred income .
Grant [aw no. 488/2 80,309
- of which: relative to next year 36,632
- of which: relative to over cne year 43,677
Total 80,309
Accruals
L ease payments ' 6,142
interest payables 1,136
Other - 2122
Total 9,400
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In relation to accruals the company received two contributions as per Law no. 488/1992. The first

contribution relates to the five-year period 1997/2001 and accrued over the residual years in which the
company derives benefits. The second is deferred over the eight year period 1997/2004. The accrual in

this case is also made over the years in which the benefit derives.

8) FINANCIAL CHARGES RECORDED IN THE ASSETS
In accordance with no. 8) of article 2427 of the cvil code no financial charges were recorded in the assets

in the balance sheet.

9) COMPOSITION AND NATURE OF THE MEMORANDUM ACCOUNT

In accordance with point no. 9) of article 2427 of the civil code below is shown the following information

relating to the memorandum account:

- the item “mortgages on company buildings” equal to Euro 1,746 thousand — as already noted at point
6) relate to mortgages on the building at Carasco against three loans made in the years 1987, 1991 and
199¢;

- the item “lease payments to be made”, equal to Euro 214 thousand, represents the lease payments
due at the balance sheet date.

- The item “guarantee to subsidiary” relates to a guarantee given on loans granted to the subsidiary.

10) GEOGRAPHICAL DIVISION OF THE REVENUES
Below are shown the division of revenues by geographical area. No division has been made by activity, as

this is not considered significant.

GEOGRAPHICAL AREA Dec. 31, 2002
- ITALY 13,722,840
- OTHER EUROPEAN UNION 30,831,960
- EASTERN EUROPE 1,648,630
- FAR EAST 5,921,551
- AMERICA 4,646,663
- AFRICA 334,045
- OTHER COUNTRIES 154,085
TOTAL 97,259,775

11) INCOME FROM PARTICIPATIONS OTHER THAN DIVIDENDS
In accordance with no. 11) of article 2427 of the Civil code the company has not received income other

than dividends, except for the tax credit on the dividend distributed by the associated company Fututa

s.r.l.
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12) INTEREST AND OTHER FINANCIAL CHARGES

The interest and other financial charges recorded in item C. 17} of the income staterent are as follows:

Dec. 31, 2002 | Dec. 31, 2001 | Difference

From others
On bank payables :

- Interest on short term payables 562,004 696,826 (134,822)
- Interest on medium/long term payables 12,978 15,892 (2,914
Others

- Foreign exchange losses 281,955 71,101 210,854
- Provision for foreign exchange losses 518,782 0 518,782
- Other interest payable 41,788 18,133 23,655
- Foreign exchange losses UK 8073 0 8,073
- Rounding 0 1 {1
[Total 1,425,580 801,953 623,627,

13) EXTRAORDINARY INCOME AND CHARGES

In accordance with no. 13) of article 2427 of the civil code no extraordinary income was received in the

year.

The extraordinary charges amounted to Euro 590,194 and relate for Euro 462,208 to costs as a

consequence of adherence to the fiscal amnesty as per law 289,/2002 and for Euro 127,986 minor items.

14) ADJUSTMENT TO VALUES EXCLUSIVELY FOR FISCAL PURPOSES
In accordance with no. 14) of article 2427 of the civil code it is noted — as already mentioned above — that
accelerated depreciation has been applied to some tangible assets above those economic-technical in order

to benefit from fiscal allowances; the amount of this depreciation was directly deducted from the assets

and recorded in the item no. 10 letter b) of the income statement.

15) AVERAGE NUMBER OF EMPLOYEES BY CATEGORY

The information as required by point 15) article 2427 of the civil code is shown below:

Average Average
Category in in
2,002 2.001
- Senior management & 6438
- White-collar 48 50
- Blue-coliar 103 106
TOTAL 157, 160
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16) REMUNERATION OF DIRECTORS AND STATUTORY AUDITORS

The relative remuneration of directors and statutory auditors are shown below.

bATEGORY NUMBER REMUNER. REMUNER.
Dec. 31, 2002 Dec. 31, 2001

- Directors 6 653,628 653,62
- Statutory Auditors 3 25,813 26,024
Total 679,441 679,652

17) NUMBER, NOMINAL VALUE AND CATEGORY OF SHARES
The share capital is comprised of 18,705,000 ordinary shares with a nominal value of Euro 0.52 each.

18) NUMBER, VALUE AND DEFERRED SHARES, CONVERTIBLE BONDS AND
SIMILAR SHARES

It is noted that there are no deferred shares, convertible bonds ot similar shares.
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