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Subsidiary sales and net profit/(loss), in local currency, for the 2000 and 1999 financial years are as
follows:

Curr. Sales Net Profit/(Loss)

2000 1999 2000 1999
Cembre Ltd. (UK) £ 4,255,350 3,740,154 315,629 287,154
Cembre S.a.r.l. (France) FRF 27,641,627 24,325,330 1,276,615 (926,870)
Cembre Espaiia S.L.(Spain)  PTA 492,748,981 412,173,714 7,814,521 4,197,837
Cembre AS (Norway) NKR 3,739,809 3,360,396 347,522 148,786
Cembre GmbH (Germany) DM 6,404,462 8,453,471 (56,321) 547,793
Cembre Inc (USA) US$ 942,256 342,556 (94,538)  (232,191)
Oelma srl (Italy) ITL 6,396,295,930 5,395,764,779 113,765,495 410,181,347

All Group operations enjoyed sales increases during the 2000 financial year, with the exception of the
German operations whose sales declined as a result of a reduction in prices and a slowdown in railway
company orders. All Group operations reported a net profit with the exception of the US operations,
as a result of its March 1999 start-up costs, and the German operations as previously discussed

Key subsidiary balance sheet and income statement data for the financial year ending December 31,
2000 are presented in Appendix D of the Notes to the Parent Company 2000 Financial Statements,
in accordance with Article 2429 of the Italian Civil Code.

Investments

Cembre S.p.A. made significant investments in property, plant and equipment during the year in the
amount of ITL 5,366 million, consisting primarily of ITL 3,420 million in new plant and machinery
and ITL 1,203 million in new equipment.

Significant plant and machinery investments included six new presses amounting to ITL 840 million
in total, a new horizontal milling and turning unit amounting to ITL 550 million, a new vertical ma-
chining unit amounting to ITL 245 million, a new robotic unit for advancing and winding to be used
in the manufacturing of the plastic components for the linked cable terminals amounting to ITL 155
million in value and a new automatic assembly line for the manufacture of cable terminals amount-
ing to ITL 158 million in value. Additions and improvements to existing machinery amounted to
ITL 537 million.

Investments in equipment relate almost entirely to the manufacture and purchase of dies amounting
to ITL 1,201 million, of which ITL 938 million were produced in-house.

Human Resources

Relations with personnel continue to be characterised by their active partnership and profitable par-
ticipation in company affairs.
Company workforce increased to 276 from 260 for the previous year.

Research and Development Activities, including Technological Innovation

During the 2000 financial year, research and development activities including technological inno-
vations were undertaken in the areas of cable terminals, pole terminal blocks, equipment for railway
use, cable glands mechanical tools and hydraulic tools. All costs incurred were treated as expendi-
ture. As a result of such activities commenced or continued during the financial year, the Company
was able to expand the range of products it offers in its catalogue through the introduction of inno-
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vative new products to the market, the improvement of existing technologies and manufacturing
process efficiencies, and the strengthening of the Company’s presence on international markets.

In particular, the Company focused on the continuation and completion of R&D projects initiated
during the previous financial year, the launch of new projects resulting in the development of inno-
vative products tailored to evolving market demand and the development of innovative processes.
The Company incurred 2000 financial year research and development costs of ITL 1,369 million re-
lating to personnel, ITL 22 million relating to instrumentation and equipment, and ITL 33 million
relating to technical consultancy.

The following pages contain a brief analysis of R & D activity by project.

Cable Terminal R&D Projects

These projects focused on the study and design of a new line of coloured Cable Terminals for the
United States market and their manufacturing process, and two new manufacturing machines, a hy-
draulically operated automatic shearing machine and a transfer machine for making lengths of suit-
ably machined copper tube.

Pole Terminal Blocks R&D Projects

In the pole terminal block range, research continued on the two new shunt terminal models, for which
the dies have been designed, and the power distribution terminal, for which die construction has been
started.

Railway Equipment R&D Projects

Projects have been developed or are in progress in the area of rolling stock maintenance machine; ra-
tionalisation of the rail drilling jigs; a universal template for positioning the drill on the rails; two
tools for maintaining the catenary (wires) for powering railway locomotives through the pantographs;
a hydraulically operated rail drilling machine requested by the United States market, and a drill sup-
port and positioning accessory for drilling wooden railway ties.

Cable Clamp R&D Projects

Development of the series of cable glands with PG threading continued, culminating in the release
of a pre-production series. Fine tuning of the manufacturing process also continued, and the new se-
ries of metric cable glands, started in 1999, was developed with the construction of pilot dies for mak-
ing a test series, performing the tests, introduction of the consequent modifications, and study and
design of the dies for series manufacturing.

Mechanical Tools R&D Projects

The following mechanical tool R&D projects were undertaken: the study of the new ND series tool
for pre-insulated cable terminals, continuing the search for improvements, the study of a new version
of the battery operated cable duct drilling machine, currently in the pre-production series develop-
ment stage, and the study and construction of a prototype of new pliers for meter sealing tags.

Hydraulic Tools R&D Projects

The study of the new foot operated pump continued with the construction of the prototype and the
design of the production equipment, and creation of the pre-production series. The 13-ton battery
tool project continued with the study of the processing and assembly equipment and the pre-pro-
duction series is in progress. The project for the new universal tool continued with the tests on the
prototype, the introduction of modifications and the construction of a second prototype currently in
the testing stage. The study of the pneumo-hydraulic pump continued with the creation of the pro-
duction equipment and the construction of the pre-production series. The study of a new model of
shearing machine for collars was developed and completed, and the study of a similar machine for a
range of larger collars was started. The study of a hole cutting head and the related production equip-
ment was developed and completed. The study of a new pipe-seaming tool was continued with the
design of the tool and its components. The study of a new tool for compressing connectors with an
increased operating pressure is in the prototype testing stage. The study of a new battery powered ca-
ble duct-shearing tool was continued with the design of the tool and its components. The study of a
new hydraulic compression head with high mechanical resistance has reached the prototype testing stage.
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Related Parties 2000 Financial Year-End Balances and Transactions

Cembre S.p.A had the following balances and realised the following transactions with its subsidiaries for the
financial year ending 31 December 2000:

(Lire) Receivables Liabilities Revenues Expenses
Cembre Ltd. 1,853,049,134 65,264,086 5,860,165,545 | 282,526,620
Cembre S.a.r.l. 1,777,948,127 1,949,384 3,325,681,938 | 78,732,932
Cembre Espafia S.L. 2,605,816,317 1,421,929 3,179,037,073 610,465
Cembre AS 120,793,450 370,852,445 23,389,500
Cembre GmbH 1,740,650,379 3,664,930,603 19,422,935
Cembre Inc 647,782,848 658,378 1,600,964,103 658,378
Oelma srl 269,132,295 56,324,912 996,354,244 | 1,059,559,449
TOTAL 9,015,172,550 | 125,618,689 |18,997,985,951| 1,464,900,279

At year-end, Cembre S.p.A. had an outstanding 1998 loan receivable from its Norwegian subsidiary,
Cembre AS, in the amount of ITL 386,959,511, for the purpose of financing its development. The
loan bears a 5% interest rate and is repayable in uniform monthly instalments until its expiry in 2003.
During the year 2000, an increase in share capital of Cembre Inc for $120,000 was subscribed, of
which $60,000 came from Cembre Ltd.

In accordance with CONSOB guidelines, we confirm that the above receivables and liabilities year-
end balances and revenue and expense transactions for the financial year between the parent com-
pany and its subsidiaries arose in the normal course of business of the Group.

Cembre S.p.A. leases commercial office space in Milan, Padua and Bologna from Tha Immobiliare
Spa, whose head office is located in Bergamo and whose share capital is held by various members of
the Rosani family, but not by Carlo Rosani. Cembre S.p.A pays annual leases charges of ITL 95 mil-
lion for its Sesto S.Giovanni - Milan office, ITL 74 million for its Bologna office, and ITL 86 million
its Selvazzano — Padua office, all negotiated under normal market terms and conditions, and provid-
ing the Company with the benefits of continuity of office space with minimal risks of lease disrup-
tion.

Mr. Aldo Copetta, the Company’s Managing Director, was paid ITL 15 million in remuneration in
2001 for consultancy services rendered in 2000 regarding personnel health, safety and hygiene, labour
agreement and general personnel issues, areas where the Company acknowledges his considerable ex-
pertise.

The Oelma srl subsidiary has as its main supplier the Moroplast srl company, whose sole director is
related to a member of the Oelma srl Board of Directors. This business relationship has been in exis-
tence for many years now, and it is in the Company’s best interest to continue it, as it benefits from
the quality supplies and advantageous prices in line with normal market terms and conditions.

Treasury and Transactions

At December 31 2000, Cembre S.p.A held 243,000 of its own shares at an aggregate cost of ITL 1,121
million, adjusted downward by ITL 247 million to reflect their market value. Cembre S.p.A treasury
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shares’ overall par value amounted to ITL 243 million, representing 1.43% of its share capital. No
Cembre S.p.A shares were acquired or disposed of during the financial year. At 31 December 2000,
Cembre S.p.A had not acquired, disposed of, or owned directly or indirectly through controlled com-
panies, trust companies or intermediaries, shares or holdings in companies having a controlling stake
in it.

Post Balance Sheet Events

The Board of Directors on 11 December 2000 authorised, with effect from 1 January 2001, the con-
version and increase of its share capital to EUR 8,840,000 from ITL 17 billion, through a ITL
116,626,800 transfer from the Company’s share premium, pursuant to Article 17 of Decree n°
213/1998. The number of ordinary shares remains unchanged at 17 million, while the share’s par val-
ue is now set at EUR 0.52 compared to ITL 1,000 previously. In January 2001 the Company adopt-
ed the Euro as its accounting unit of currency and has modified its entire information system ac-
cordingly. The Company is not aware of any other significant post balance sheet events as of the date
of this report.

Future Prospects

Sales increases are anticipated for 2001 in Italy and in international markets, and the Group should
continue to realise profits.

Secondary Head Offices
The company has no secondary head offices.

Proposal for Allocation of the Company’s 2000 Financial Year Net Profit

In order to complete the Company’s planned investments and benefit from the multiplier effect of
self-financing, it is advisable that a portion net profit generated should be retained. In submitting
the draft parent company financial statements and this parent company management report to you
for your approval, we also invite you to approve our proposal for allocation of the Company’s 2000
financial year net profit of ITL 5,063,598,753 as follows:

- ITL 253,179,938, or 5% of Net Profit, to the legal reserve;

- ITL 2,848,690,000 in dividend payments to shareholders, in the amount of ITL 170 for each of
the Company’s 16,757,000 outstanding shares, whose holders are entitled to dividends with full
tax credits pursuant to Article 2357 of the Italian Civil Code, payable from 7 June 2001 with a
date of record of 4 June 2001;

- the remainder, or ITL 1,961,728,815, to the extraordinary reserve.

We also propose that you allocate the full amount of retained earnings carried forward of
ITL 9,935,156,261 to the extraordinary reserve.

SUPPLEMENTARY DISCLOSURES REQUIRED BY CONSOB

The following statements and listings are attached to the parent company management report as Ap-
pendices, including: a listing of the statutory boards’ members in Appendix C pursuant to the
CONSOB resolution emanating from Decree n° 58 of 1999: a listing of statutory boards’ members
holdings in the Company in Appendix D; and the parent company’s 2000 financial year Balance
Sheet and Income Statement, both denominated in euros at the fixed conversion rates in accordance
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with the CONSOB request in Appendix E.

This management report contains five appendices:

Appendix A: Restated 2000 financial year parent company Income Statement;
Appendix B: 2000 financial year parent company Cash Flow Statement;
Appendix C: Listing of statutory boards’ members;

Appendix D: Listing of statutory boards’ members shareholdings in the Company;

Appendix E: 2000 financial year parent company Balance Sheet and Income Statement, both de-
nominated in Euros.

Brescia, Italy 26 March 2001

CHAIRMAN OF THE BOARD OF DIRECTORS
CARLO ROsANI
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APPENDIX A - CEMBRE S.p.A. MANAGEMENT REPORT
RESTATED PARENT COMPANY INCOME STATEMENT
FOR THE FINANCIAL YEAR ENDING 31 DECEMBER 2000

(Lire) 2000 1999
Sales 75,634,407,537 68,043,548,006
Other operating revenues 143,354,499 30,791,947
TOTAL OPERATING REVENUES 75,777,762,036 68,074,339,953
Inventory movements 1,848,280,245 1,976,652,959
Non-current assets - internal construction 1,650,066,656 1,315,189,991
TOTAL OPERATING VALUE 79,276,108,937 71,366,182,903
Materials and services used (40,844,713,145) (36,108,581,146)
Sundry management charges (331,246,124) (237,294,211)
ADDED VALUE 38,100,149,668 35,020,307,546
Personnel costs (20,958,071,308) (18,974,474,305)
Allowance for doubtful accounts (145,916,775) (131,836,831)
Other provisions for liabilities and charges (13,243,704) (11,884,441)
GROSS OPERATING PROFIT 16,982,917,881 15,902,111,969
Intangible non-current assets amortisation (635,519,715) (594,234,059)
Property, plant and equipment depreciation and write-downs (3,892,884,497) (3,327,872,395)
OPERATING PROFIT 12,454,513,669 11,980,005,515
Net finance costs (355,035,572) (327,288,919)
PROFIT FROM ORDINARY ACTIVITIES 12,099,478,097 11,652,716,596
Net extraordinary expenses and financial assets write-downs  (505,673,225) (334,517,064)
Accelerated depreciation (3,105,440,119) (2,259,836,440)
PROFIT BEFORE TAX 8,488,364,753 9,058,363,092
Income taxes (3,424,766,000) (3,650,190,000)
NET PROFIT 5,063,598,753 5,408,173,092

CASH FLOW (Net profit before depreciation and amortisation) 12,697,443,084 11,590,115,986
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APPENDIX B- CEMBRE S.p.A. MANAGEMENT REPORT - PARENT COMPANY CASH FLOW
STATEMENT FOR THE FINANCIAL YEAR ENDING DECEMBER 31, 2000

(Lire millions)

Cash Flow Sources: 2000 1999
Net profit for the financial year 5,063,598,753 5,408,173,092
Adjusted for items not having an impact on cash flow

- Property, plant and equipment depreciation 7,633,844,331 6,181,942,894
- Employee termination benefits 1,107,092,803 932,062,753
Cash flow from operating activities 13,804,535,887 12,522,178,739
Net book value of assets sold - 1,359,255,236
BEI funds’ increases 4,999,449,140 -
Movement in non-current receivables 181,980,317 124,081,288

Total Cash Flow Sources 18,985,965,344

14,005,515,263

Cash Flow Applications:

Intangible non-current assets additions 332,008,900 181,610,000
Property, plant and equipment acquisitions 5,542,360,074 12,474,118,333
Investments 126,305,932 4,421,859,514
Movements in provisions for liabilities and charges 4,222,482 5,371,559
Transfer of borrowings maturing within 1 year to current borrowings 600,000,000 600,000,000
Transfer of bond to current borrowings - 1,000,000,000
Payment of termination benefits 360,473,232 490,096,540
Payment of dividends 2,681,120,000 2,664,363,000
Total Cash Flow Applications 9,646,490,620 21,837,418,946
NET INCREASE/(DECREASE) IN CASH FLOW 9,339,474,724 (7,831,903,683)

Movements in Working Capital:

Current assets:

Cash and marketable securities 1,001,979,312 (5,788,265,887)
Current investments (247,665,956) 497,130,860
Trade accounts receivable 2,734,010,842 (248,589,766)
Other receivables (194,086,504) 595,286,687
Inventories 1,741,462,556 2,092,844,363
Prepaid expenses and accrued income 30,145,475 (29,886,313)

5,065,845,725
Current Liabilities:

(2,881,480,056)

Bank overdrafts (6,688,322,797) 6,754,757,645
Current borrowings (1,000,000,000) 1,000,000,000
Trade accounts payable 2,747,304,526 (1,390,711,679)
State liabilities 314,418,420 (1,319,731,557)
Other liabilities 341,319,631 (57,201,381)
Deferred revenues and accrued expenses 11,651,221 (36,689,401)

(4,273,628,999) 4,950,423,627
NET INCREASE/(DECREASE) IN WORKING CAPITAL 9,339,474,724 (7,831,903,683)

N
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APPENDIX E - CEMBRE S.p.A. MANAGEMENT REPORT
PARENT COMPANY 2000 FINANCIAL YEAR
BALANCE SHEET AND INCOME STATEMENT (IN EUROS)

PARENT COMPANY BALANCE SHEET (Euros)
ASSETS Dec. 31 2000 Dec. 31 1999

A) Receivables from Shareholders for unpaid capital - -
B) Non-Current Assets

| — Intangible Assets

1) Preliminary expenses 212,203 426,327
3) Patents and other rights 146,622 89,247
Total 358,825 515,574

I — Property, Plant and Equipment

1) Land and buildings 4,518,856 4,777,830
2) Plant and machinery 4,975,086 5,812,409
3) Equipment 559,364 335,841
4) Other 503,905 473,977
5) Non-current assets in progress and advances 202,470 111,568
Total 10,759,681 11,511,625
Il — Investments

1) Investments in:

a) subsidiaries 7,704,942 7,639,711
d) other companies 5,210 5,210

2) Receivables from:
a) subsidiairies

- current portion 76,961 73,215

- non-current portion 122,887 199,848
199,848 273,063

d) other non-current 241,498 258,521
Total 8,151,498 8,176,505
Total Non-Current Assets 19,270,004 20,203,704
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C) Current Assets

I — Inventories

1) Raw materials and consumables 3,852,185 3,907,352

2) Work in progress and semi-finished goods 4,487,847 3,538,944

4) Finished goods 4,010,612 4,004,958

Total 12,350,644 11,451,254
I — Receivables

1) Trade accounts receivable 10,181,654 9,427,393

2) Intercompany 4,655,948 3,998,210

5) Other

- current portion 492,535 596,519
- non-current portion 7,614 7,614

Total 500,149 604,133

Total receivables 15,337,751 14,029,736
I11 — Current investments

5) Treasury shares (ITL 243 million par value) 579,348 707,257
IV — Cash and marketable securities

1) Bank and post office deposits 1,150,658 637,851

3) Cash and securities on hand 10,527 5,854

Total 1,161,185 643,705
Total Current Assets 29,428,928 26,831,952
D) Prepaid Expenses and Accrued Income 43,350 27,781
TOTAL ASSETS 48,742,282 47,063,437
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EQUITY AND LIABILITIES Dec. 31 2000 Dec. 31 1999
A) Equity
| - Share capital 8,779,767 8,779,767
Il - Share premium 12,305,102 12,305,102
Il - Revaluation reserve 585,159 585,159
IV - Legal reserve 834,168 694,513
V - Treasury shares reserve 579,348 707,257
VI - Statutory reserves - -
VIl - Other reserves:
Treasury shares acquisition reserve - 325,658
Tax exempt reserves 68,412 68,412
Extraordinary reserve 1,268,751 -
VIl - Retained earnings 5,131,080 4,677,514
IX - Net profit for the financial year 2,615,131 2,793,088
Total Equity 32,166,918 30,936,470
B) Provisions for Liabilities and Charges
2) Income taxes - 8,912
3) Other 46,134 39,403
Total Provisions for Liabilities and Charges 46,134 48,315
C) Employee Termination Benefits 2,516,688 2,131,091
D) Liabilities
1) Bonds - 516,457
3) Bank borrowings
- current portion 2,025,203 5,479,433
- non-current portion 3,046,811 774,685
Sub-Total 5,072,014 6,254,118
5) Advances 18,691 14,657
6) Trade accounts payable 6,415,083 5,034,605
8) Intercompany payables 64,877 30,525
11) Income tax liabilities 577,244 458,998
12) Social security liabilities 660,309 616,172
13) Other liabilities 1,158,455 982,177
Total Liabilities 13,966,673 13,907,709
E) Deferred Revenues and Accrued Expenses 45,869 39,852
TOTAL EQUITY AND LIABILTIES 48,742,282 47,063,437

Guarantees

2) Guarantees given 1,208,291 1,830,396
- subsidiaries 1,050,000
3) Guarantees received 299,037 361,012
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INCOME STATEMENT (Euros) 2000 1999
A) Operating Revenues
1) Sales 39,061,912 35,141,560
2) Inventory movements 954,557 1,020,856
4) Non-current assets — internal construction 852,188 679,239
5) Other:
a) miscellaneous 29,571 15,903
b) subsidies and contributions 44,465 -
Total Operating Revenues 40,942,693 36,857,558
B) Operating Costs
6) Raw materials, consumables and goods (15,124,815) (12,648,741)
7) Services (5,621,808) (5,834,781)
8) Third party services (292,744) (225,012)
9) Personnel costs
a) Wages and salaries (7,729,862) (7,001,162)
b) Social charges (2,476,490) (2,269,865)
¢) Employee termination benefits (584,906) (490,923)
d) Retirement and related benefits (1,813) (1,372)
e) Other (30,870) (36,176)
Total personnel costs (10,823,941) (9,799,498)
10) Depreciation and write-downs
a) Intangible non-current asset amortisation (328,219) (306,896)
b) Property, plant and equipment depreciation (3,614,332) (2,885,811)
d) Receivables write-downs (75,360) (68,088)
Total depreciation/amortisation and write-downs (4,017,911) (3,260,795)
11) Movements in inventory (55,167) 60,008
12) Provisions for liabilities and charges (6,840) (6,138)
14) Miscellaneous management charges (171,074) (122,553)
Total Operating Costs (36,114,300) (31,837,510)
Operating Profit 4,828,393 5,020,047
C) Net Finance Costs
16) Other finance income:
a) subsidiary non-current receivables 11,990 15,554
d) miscellaneous 52,259 22,241
17) Interest and other financial charges (247,610) (206,826)
Total Net Finance Costs (183,361) (169,031)
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D) Financial Asset Value Adjustments
18) Revaluations

b) Investments (excluding subsidiaries) 7,593 7,022
19) Write-downs
c) marketable securities (excluding subsidiaries) (127,909) 0
Total Financial Asset Value Adjustments (120,316) 7,022
E) Extraordinary Income and Expenses
20) Income 11,017 13,927
21) Expenses (151,859) (193,712)
Net Extraordinary Expenses (140,842) (179,785)
Profit Before Taxes 4,383,874 4,678,254
22) Financial year income taxes (1,768,743) (1,885,166)
23) NET PROFIT 2,615,131 2,793,088
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Cembre S.p.A. - Brescia

Financial Statements at 31- December 2000

BALANCE SHEET - ASSETS (Lire 31 Dec. 2000 31 Dec. 1999
A) Unpaid capital - -
B) Non-Current Assets

| — Intangible Assets

1) Preliminary expenses 410,881,379 825,484,638
3) Patent and other rights 283,898,907 172,806,463
Total 694,780,286 998,291,101

I1 — Property, Plant and Equipment

1) Land and buildings

8,749,726,142

9,251,168,117

2) Plant and machinery 9,633,110,423 11,254,393,673
3) Equipment 1,083,079,823 650,278,458
4) Other 975,696,955 917,748,320
5) Non-current assets in progress and advances 392,035,718 216,025,035

Total

20,833,649,061

22,289,613,603

Il — Investments
1a) Investments in subsidiaries 14,918,848,867 14,792,542,935
1d) Investments in other companies 10,087,700 10,087,700
2a) Receivables from subsidiaries:
- current portion 149,017,342 141,764,410
- hon-current portion 237,942,169 386,959,518
386,959,511 528,723,928
2d) Other receivables - non-current 467,604,208 500,567,176

Total

15,783,500,286

15,831,921,739

Total Non-Current Assets

37,311,929,633

39,119,826,443
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C) Current Assets

| — Inventories

1) Raw materials and consumables 7,458,871,152 7,565,688,841
2) Work in progress and semi-finished goods 8,689,683,083 6,852,351,868
4) Finished goods 7,765,628,624 7,754,679,594

Total

23,914,182,859

22,172,720,303

Il — Receivables

1) Trade accounts receivable

19,714,431,364

18,253,978,180

2) Inter-company

9,015,172,550

7,741,614,892

5) Other receivables

- current portion 953,681,904 1,155,021,340
- non-current portion 14,742,537 14,742,537
Sub-total other receivables 968,424,441 1,169,763,877

Total receivables

29,698,028,355

27,165,356,949

111 — Current Investments

5) Treasury shares (ITL 243 million)

1,121,773,639

1,369,439,595

IV — Cash and marketable securities

1) Bank and post office deposits

2,227,982,711

1,235,052,203

3) Cash and securities on hand

20,383,289

11,334,485

Total

2,248,366,000

1,246,386,688

Total Current Assets

D) Prepaid Expenses and Accrued Income

56,982,350,853

83,935,711

51,953,903,535

53,790,236

TOTAL ASSETS

94,378,216,197

91,127,520,214
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EQUITY AND LIABILITIES (Lire) 31 Dec. 2000 31 Dec. 1999
A) Equity
I - Share capital 17,000,000,000 17,000,000,000
Il - Share premium 23,826,000,000 23,826,000,000
Il - Revaluation reserve 1,133,026,582 1,133,026,582
IV - Legal reserve 1,615,173,589 1,344,764,934
V - Treasury shares reserve 1,121,773,639 1,369,439,595
VI - Statutory reserves - -
VII - Other reserves:

Treasury shares acquisition reserve - 630,560,405

Tax exempt reserves 132,463,500 132,463,500

Extraordinary reserve 2,456,644,437 -
VIII- Retained earnings 9,935,156,261 9,056,929,900
IX - Net profit for the financial year 5,063,598,753 5,408,173,092

Total Equity

B) Provisions for Liabilities and Charges

62,283,836,761

59,901,358,008

2) Income taxes - 17,257,000
3) Other 89,327,702 76,293,184
Total Provisions for Liabilities and Charges 89,327,702 93,550,184

C) Employee Termination Benefits

4,872,988,055

4,126,368,484

D) Liabilities
1) Bonds - 1,000,000,000
3) Bank borrowings
- current portion 3,921,339,644 10,609,662,441
- non-current portion 5,899,449,140 1,500,000,000
Total bank borrowings 9,820,788,784 12,109,662,441
5) Advances 36,191,171 28,378,960
6) Trade accounts payable 12,421,333,068 9,748,354,503
8) Inter-company payables 125,618,689 59,104,939
11) Income tax liabilities 1,117,701,202 888,743,227
12) Social security liabilities 1,278,536,365 1,193,075,920
13) Other liabilities 2,243,079,828 1,901,760,197

Total Liabilities

E) Deferred Revenues and Accrued Expenses

27,043,249,107

88,814,572

26,929,080,187
77,163,351

TOTAL EQUITY AND LIABILTIES

94,378,216,197

91,127,520,214
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Guarantees

2) Guarantees given 2,339,576,929 3,544,141,139

to subsidiaries 2,033,083,500 3,388,472,500
3) Guarantees received 579,016,597 699,016,597
INCOME STATEMENT (Lire) 2000 1999

A) Operating Revenues

1) Sales 75,634,407,537 68,043,548,006
2) Inventory movements 1,848,280,245 1,976,652,959
4) Non-current assets — internal construction 1,650,066,656 1,315,189,991
5) Other:
a) miscellaneous 57,257,499 30,791,947
b) subsidies and contributions 86,097,000 -
Total Operating Revenues 79,276,108,937 71,366,182,903

B) Operating Costs

6) Raw materials, consumables and goods (29,285,725,975) (24,491,377,130)
7) Services (10,885,338,756) (11,297,710,962)
8) Third party services (566,830,725) (435,684,458)
9) Personnel costs
a) Wages and salaries (14,967,099,105) (13,556,139,045)
b) Social charges (4,795,153,198) (4,395,070,633)
¢) Employee termination benefits (1,132,535,296) (950,560,400)
d) Retirement and related benefits (3,511,126) (2,657,060)
e) Other (59,772,583) (70,047,167)
Total personnel costs (20,958,071,308) (18,974,474,305)
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10) Depreciation/amortisation and write-downs

a) Intangible non-current asset amortisation (635,519,715) (594,234,059)
b) Property, plant and equipment depreciation (6,998,324,616) (5,587,708,835)
d) Receivables write-downs (145,916,775) (131,836,831)

Total depreciation/amortisation and write-downs

(7,779,761,106)

(6,313,779,725)

11) Movements in inventory (106,817,689) 116,191,404
12) Provision for liabilities (13,243,704) (11,884,441)
14) Miscellaneous management charges (331,246,124) (237,294,211)

Total Operating Costs

Operating Profit

C) Net Finance Costs
16) Other financial income

(69,927,035,387)

9,349,073,550

(61,646,013,828)

9,720,169,075

a) receivable from subsidiaries 23,216,698 30,116,620
d) miscellaneous 101,188,228 43,065,517
17) Interest and other finance costs (479,440,498) (400,471,056)

Net Finance Costs

D) Financial Asset Value Adjustments
18) Revaluations

(355,035,572)

(327,288,919)

b) investments (excluding subsidiaries) 14,701,325 13,596,258
19) Write-down

¢) marketable securities (excluding subsidiaries) (247,665,956) -

Total Financial Asset Value Adjustments (232,964,631) 13,596,258
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E) Extraordinary Income and Expenses
20) Income

21,331,451

26,966,917

21) Expenses
Net Extraordinary Expenses

Profit Before Taxes

22) Income taxes

(294,040,045)
(272,708,594)

8,488,364,753

(3,424,766,000)

(375,080,239)
(348,113,322)

9,058,363,092

(3,650,190,000)

23) Net Profit

5,063,598,753

5,408,173,092

Brescia, Italy 26 March 2001

CHAIRMAN OF THE BOARD OF DIRECTORS
CARLO ROSANI
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Notes to the Cembre SpA Parent Company
Financial Statements at 31 December 2000

Introduction

Dear Shareholders,

Before presenting to you our analysis on individual 31 December 2000 Parent Company Balance Sheet
and Income Statement items, pursuant to Article 2427 of the Italian Civil Code, we wish to draw to
your attention the accounting policies and methods used in their preparation.

Valuation Principles and Methods

Financial statement items are valued in accordance with the stipulations of Articles 2423 and subse-

quent of the Italian Civil Code, specifically ensuring that:

- items have been valued in accordance with the prudence and going concern concepts;

- revenues and charges have been accounted for in accordance with the accruals concept;

- expenses and losses incurred during the financial year are charged to that year even if their existence
became known after the financial year-end;

- gains are recognised only if they were realised prior to the financial year-end, in accordance with the
prudence principle;

- no exceptional cases occurred requiring recourse to exemptions contained in Article 2423 paragraph
4 and Article 2423 paragraph 2 of the Italian Civil Code;

- items have not been consolidated in the Parent Company’s Balance Sheet and Income Statement;

- there is no duplication of account balances in the Parent Company financial statements;

- Parent Company financial statement items’ valuation and presentation are comparable with those
used in the previous year’s financial statements, which have been restated where necessary to be
consistent with the current year’s financial statements.

Valuation policies and methods used were in accordance with those stipulated in Article 2426 of the

Italian Civil Code, and consistent with those adopted in the previous financial year.

Specific valuation policies and methods used are disclosed below.

Intangible assets

Intangible assets are recorded at cost. Their value is recorded net of amortisation charges, which are
calculated on a straight- line basis taking into account the remaining useful life of the asset and its
residual value.

Property, plant and equipment

Property, plant and equipment are recorded at their acquisition or production cost and incorporate
all related costs that are directly attributable to the assets, all revaluations pursuant to Laws n° 576
of 2 December 1975 and n° 72 of 19 March 1983, and all other revaluations pursuant to Law n° 413
of 30 December 1991, applied in accordance with the legal requirements stipulated in paragraphs 1,
2, and 3 of Article 25 and whose net book values do not exceed their related fair market values.
Property, plant and equipment are depreciated on a straight-line basis over their economic useful lives,
taking into account their residual values.

Pursuant to the Article 67 of Presidential Decree 917/86, property, plant and equipment in the cur-
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rent and previous financial years have benefited from accelerated depreciation charges.
Supplementary information regarding the value of this accelerated depreciation, as well as the resul-
tant tax benefit enjoyed by the Company, is disclosed in the Note to the Income Statement con-
cerning property, plant and equipment depreciation.

Assets with an acquisition cost of less than ITL 1 million are treated as expenditure in their year of
acquisition.

Maintenance costs of an on going nature are treated as expenditure in the year they are incurred.
Maintenance costs of an exceptional nature are capitalised as part of that asset’s gross book value and
are depreciated over that asset’s remaining useful life.

Investments

Investments in subsidiaries are recorded at their acquisition or subscription cost.
Consolidated financial statements have been prepared as stipulated by Decree n° 127 of 9 April 1991.

Inventories

Finished goods inventories are valued at the lower of purchase or manufacturing cost and their ex-
pected net realisable value. The LIFO method is used to determine the cost of raw materials, semi-
finished and finished goods inventories. Work in progress inventory is valued at its processing cost,
including raw materials, direct and indirect labour and overhead manufacturing costs, taking into ac-
count its stage of completion.

Receivables and Payables

Receivables are recorded at their expected realisable value, taking into account the solvency of
debtors, the credit term, litigation in process and guarantees received.

Receivables are recorded at their face value, offset by an allowance for doubtful accounts that may
not be eventually collected.

Liabilities are recorded at their face value, representing the amount payable at the due date.

Tax liabilities are based on realistic estimates reflecting the financial year’s tax charge, adjusted for
advance taxes paid and withholding taxes deducted. Tax credits, due to increased taxes in subsequent
years resulting from the reversal of temporary differences, are only recorded if there is reasonable cer-
tainty that sufficient taxable income will be generated in such years.

Receivables and liabilities denominated in foreign currencies of countries outside the Euro zone are
translated at their transaction date rate. Exchange gains or losses are realised when payment is re-
ceived or made. At the year-end, foreign currency denominated receivables and liabilities outside
the Euro zone are translated at the year-end exchange rate and, where significant losses arise, they
are recorded as a deferred foreign exchange liability. Significant differences with the spot exchange
method, which recognises an exchange loss or gain immediately, are disclosed in the notes.

Marketable securities

Marketable securities are recorded at the lower of cost, determined using the weighted average pur-
chase method, and market value. Any write-downs arising may be reversed if market values recov-
er.
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Provisions for liabilities and charges

Provision for liabilities and charges only apply to specifically identified liabilities or losses, whose ex-
istence is either certain or probable, but whose amount or date cannot be exactly defined at finan-
cial year-end. Deferred tax liabilities relate to taxes payable in future years as a result of temporary
differences.

Employee termination benefits

Employee termination benefits reflect amounts owed by the Company as of the financial year-end to
its employees, if their employment were to be terminated at that date. These amounts are calculat-
ed in accordance with the applicable legal regulations and labour agreements.

Prepaid expenses and accrued income, deferred revenues and accrued expenses
These are calculated in accordance with the accrual method.

Income taxes

Current taxes and potential deferred and prepaid taxes are determined in accordance with regula-
tions in force, based on a realistic estimate of the taxable income, taking into account tax benefits
provided for by current legislation.

Revenues, income and expenses

Revenues arising from the sales of goods are recognised at the time of transfer of ownership, which
normally occurs at the moment of their dispatch or delivery.

Financial income is recognised when earned.

Revenues and expenses are recorded in accordance with the prudence and accruals concepts. Rev-
enues and expenses are recorded net of returns, discounts, allowances and premiums.

Guarantees and commitments

These represent guarantees given to and received from others, and commitments made, which are
recorded at their face value.
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Balance Sheet Notes - Assets

B) NON-CURRENT ASSETS

| — Intangible non-current assets

31 Dec. 2000 Balance
31 Dec. 1999 Balance

Lire 694,780,286
Lire 998,291,101

Decrease Lire (303,510,815)
Description 31 Dec. 1999 Additions | Amortisation 31 Dec. 2000
balance balance
Preliminary expenses 825,484,638 (414,603,259) | 410,881,379
Patent and other rights 172,806,463 | 332,008,900 | (220,916,456) | 283,898,907
998,291,101 | 332,008,900 | (635,519,715) | 694,780,286

Intangible non-current assets balances at 31 December 1999:

. Accumulated
Description Gross book value depreciation Net book value
Preliminary expenses 2,070,220,399 (1,244,735,761) 825,484,638
Patent and other rights 962,683,770 (789,877,307) 172,806,463
3,032,904,169 (2,034,613,068) 998,291,101

Preliminary expenses relate to the official listing of Cembre S.p.A.’s ordinary shares on the Italian
Stock Exchange on 15 December 1997, pursuant to the approval of the Board of Auditors in accor-
dance with Article 2426, point 5, of the Italian Civil Code. Intangible assets are amortised on a
straight-line basis, with preliminary expenses amortised over 5 years and patent and other rights amor-
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tised over 3 years.

Application software costs relate exclusively to the costs of acquiring open-ended user licences. Dur-
ing the year, an ITL 133 million production management and ITL 58 million inventory control soft-
ware packages were acquired.

I1 — Property, plant and equipment

31 Dec. 2000 Balance Lire 20,833,649,061
31 Dec. 1999 Balance Lire 22,289,613,603
Decrease Lire (1,455,964,542)

1) Land and buildings

Description

Gross book value 12,278,481,669
Revaluation 1,811,692,382
Accumulated depreciation (4,839,005,934)
31 Dec. 1999 Balance 9,251,168,117
Additions 77,915,800
Depreciation charge (579,357,775)
31 Dec. 2000 Balance 8,749,726,142
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2) Plant and machinery

Description

Gross book value 32,999,851,106
Revaluation 279,697,011
Accumulated depreciation (22,025,154,444)
31 Dec. 1999 Balance 11,254,393,673
Additions 3,420,101,441
Disposals — gross book value (164,190,888)
Disposals — accumulated depreciation reversal 164,190,888
Depreciation charge (5,041,384,691)
31 Dec. 2000 Balance 9,633,110,423

Significant plant and machinery investments included six new presses amounting to ITL 840 million
in total, a new horizontal milling and turning unit amounting to ITL 550 million, a new vertical work
unit amounting to ITL 245 million, a new robotic unit for advancing and winding to be used in the
manufacture of the plastic component for the linked cable terminals, amounting to ITL 155 million
and a new automatic assembly line for the manufacture of cable terminals amounting to ITL 158 mil-
lion. Additions and improvements to existing machinery amounted to ITL 537 million. Disposals
relate to machinery no longer in use, which were removed from plant premises.

3) Equipment

Description

Gross book value 3,258,351,837
Accumulated depreciation (2,608,073,379)
31 Dec. 1999 balance 650,278,458
Additions 1,202,639,738
Depreciation charge (769,838,373)
31 Dec. 2000 balance 1,083,079,823

Investments in equipment relate almost entirely to the manufacture and purchase of dies amounting
to ITL 1,201 million, of which ITL 938 million were produced in-house.
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4) Other

Description

Gross book value 5,024,676,250
Revaluation 15,497,482
Accumulated depreciation (4,122,425,412)
31 Dec. 1999 balance 917,748,320
Additions 665,692,412
Disposals — gross book value (621,316,772)
Disposals — accumulated depreciation 621,316,772
Depreciation charge (607,743,777)
31 Dec. 2000 Balance 975,696,955

Other property, plant and equipment additions relate to the acquisition of ITL 505 million in computer
hardware, including ITL 154 million for an AS/400 computer.

5) Non-current assets in progress and advances

Description

31 Dec. 1999 Balance 216,025,035
Additions 392,035,718
Transfers to other non-current assets (216,025,035)
31 Dec. 2000 Balance 392,035,718

Non-current assets in progress additions relate primarily to advances made on plant and equipment. Ap-
pendix 1 of these Notes lists the movements in property, plant and equipment arising during the 2000
financial year.

Revaluation of property, plant and equipment at financial year-end

The following property, plant and equipment values at 31 December 2000 arose from revaluations
pursuant to Article 10 of law n° 72/1983:

Description 57";"7\’5 7";/"2;'3 4|1_§7; 1 Total
Land and buildings 480,620,644 1,331,071,738 |  1,811,692,382
Plant 4,620,140 275,076,871 279,697,011
and machinery e s I
Other 657,172 14,840,310 15,497,482
5,277,312 770,537,825 | 1,331,071,738 | 2,106,886,875
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11 - Investments

31 Dec. 2000 Balance
31 Dec. 1999 Balance

Lire 15,783,500,286
Lire 15,831,921,739

Decrease Lire  (48,421,453)
1) Investments in
a) subsidiaries

Description 31 Dec. 1999 Increases 31 Dec. 2000
Cembre Ltd 5,192,917,603 5,192,917,603
Cembre Sarl 2,029,592,068 2,029,592,068
Cembre Espafia SL 1,661,520,750 1,661,520,750
Cembre AS 567,462,438 567,462,438
Cembre GmbH 931,027,400 931,027,400
Cembre Inc. 610,022,676 126,305,932 736,328,608
Oelma srl 3,800,000,000 3,800,000,000
Total 14,792,542,935 126,305,932 14,918,848,867

Information on the Group subsidiaries, all of which are fully owned:

Name and Share Total Net Profit %
Head office location Capital Equity (Loss) Held
Cembre Ltg ~ (Sutton Coldfield 15 755 999 519 | 8362,288,168 | 1,002,731,787 | 100
Birmingham)
Cembre Sarl ~ (Morangis - Paris) 2,066,277,210 3,103,416,128 376,834,354 95(a)
Cembre Espafia SL (Coslada - Madrid) | 1,745,582,561 1,686,591,273 90,939,277 95(a)
Cembre AS (Stokke - Norway) 564,407,360 142,864,202 82,941,336 100
Cembre GmbH (Munich - Germany) 989,999,131 1,519,779,346 (55,757,741) 95(a)
(Edison -
Cembre Inc. New Jersey - USA) 1,747,949,274 1,068,061,514 (198,190,252) 50(b)
Oelma srl (San Giuliano 198,000,000 | 1,127.655514 | 113765495 | 100
Milanese)

(a) the remaining 5% is held by Cembre Ltd
(b) the remaining 5% is held by Cembre Ltd
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Share capital, total equity and net profit/(loss) data presented was sourced from the Companies’ ap-
proved 2000 year-end Balance Sheets. Foreign currency denominated amounts were translated at the
year-end rate for share capital and total equity and at the average yearly rate for net profit/(loss).
The investment increase during the 2000 financial year arose from a share capital increase at the
Group’s US subsidiary, Cembre Inc. Individual subsidiary investment values do not exceed the cor-
responding value in the proportion of the subsidiary’s equity for all subsidiaries with the exception,
of Cembre AS, Cembre Espana SL, Cembre Inc. and Olema srl. With regards to the Group’s Nor-
wegian subsidiary, Cembre AS, founded in 1995, and its Spanish subsidiary, Cembre Espana SL, the
higher investment values are justified by their promising profitability prospects for the future, as high-
lighted by their profitability this year.

With regards to the Group’s US subsidiary Cembre Inc., the higher investment value results from the
Group’s negative equity arising from its March 1999 start-up.

With regards to the Group’s Oelma srl subsidiary which was acquired in 1999, the higher investment
value arises from the ITL 1,919 million Company head office building, start-up costs and expecta-
tions of greater future profitability. Further information on the above is provided in the Notes to the
Consolidated Financial Statements.

b) other companies

Description 31 Dec. 2000 31 Dec. 1999
Inn.tec. srl 10,000,000 10,000,000
Conai 87,700 87,700
Total 10,087,700 10,087,700

These amounts represent non-controlling shareholdings in Consorzio Nazionale Imballaggi (National
Packaging Consortium) and Inn.tec srl, a technology innovation consortium, with registered head
offices in the Italian province of Brescia.

2) Receivables

a) from subsidiaries

Receivables from subsidiaries amounting to ITL 386,959,511 relate to a 2003 maturity 5-year loan
maturing in 2003, with interest at 5% and identical monthly instalments given to the Group’s
Cembre AS subsidiary.
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d) from others

Description 31 Dec. 2000 31 Dec. 1999
Deposits 37,381,500 47,779,151
Prepaid taxes on Employee Termination

benefits 430,222,708 452,788,025
Total 467,604,208 500,567,176

The receivable arising from the prepaid taxes on Employee Termination Benefits (Article 2 of law n°
140/97) includes prior years’ revaluation amounts of ITL 32,534,025 and a 2000 financial year reval-
uation amount of ITL 14,701,325.

C) CURRENT ASSETS

I — Inventories

Description 31 Dec. 2000 31 Dec. 1999 Change
Raw materials and consumables 7,458,871,152 7,565,688,841 (106,817,689)
W.I.P. and semi-finished goods 8,689,683,083 6,852,351,868 1,837,331,215
Finished goods 7,765,628,624 7,754,679,594 10,949,030
Total 23,914,182,859 | 22,172,720,303 | 1,741,462,556

The inventory valuation method is consistent with the previous year and is described in the first part
of this document. The slow-moving finished goods provision has been increased by ITL 100 million
to ITL 200 million, in order to bring the inventory net book value into line with their net realisable
value.

Inventory net book value is approximately ITL 1,421 million less than current replacement cost.

Il - Receivables
Balance at 31/12/2000 Lire 29.093.684.786
Balance at 31/12/1999 Lire 27.165.356.949
Change Lire 1.928.327.837
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1) Trade accounts receivable

Description 31 Dec. 2000 31 Dec. 1999
Gross book value 20,168,182,419 18,625,751,278
Allowance for doubtful accounts (453,751,055) (371,773,098)
Total 19,714,431,364 18,253,978,180

Increased receivables year-end balances arise from increased sales activity.

The following movements in the allowance for doubtful accounts occurred during the 2000 financial

year:

Current receivables include ITL 5,525,973,903 in bank drafts presented to the bank for payment with

Allowance for doubtful accounts

31 December 1999 Balance 371,773,098
Decreases (63,938,818)
Increases 145,916,775
31 December 2000 Balance 453,751,055

a maturity date post 31 December 2000.

2) Inter-company receivables

Company 31 Dec. 2000 31 Dec. 1999
Cembre Ltd 1,853,049,134 2,011,962,999
Cembre Sarl 1,777,948,127 1,930,125,137
Cembre Espafia SL 2,605,816,317 1,426,905,745
Cembre AS 120,793,450 90,808,340
Cembre GmbH 1,740,650,379 1,863,911,499
Cembre Inc. 647,782,848 391,861,136
Oelma srl 269,132,295 26,040,036
Total 9,015,172,550 7,741,614,892

The increase in inter-company receivables arises from increased business activity between the Group’s

companies.
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5) Other receivables - current

Description 31 Dec. 2000 31 Dec. 1999
VAT receivable 170,057,000 109,539,000
Current tax refund receivable 606,343,569 923,374,720
Prepaid taxes 80,500,000 41,250,000
Others 96,781,335 80,857,620
Total 953,681,904 1,155,021,340

Current tax refund receivable relates to an overpayment of IRPEG [Corporate Income Tax] instal-
ment for the 2000 financial year. Prepaid taxes receivable are calculated based on slow moving fin-
ished products allowances as previously described. The reduction of the IRPEG rate to 36% from 37%
from 2001 has been incorporated in the prepaid taxes calculations.

Non-current receivables amount to ITL 14,742,537, with no receivables due beyond 5 years.

I11 — Current investments

31 Dec. 2000 Balance Lire 1,121,773,639
31 Dec. 1999 Balance Lire 1,369,439,595
Change Lire (247,665,956)

At 31 December 2000, the Company held 243,000 treasury shares, unchanged from a year ago. Trea-
sury shares were written down by ITL 247,665,956 to bring them in line with their market value as
of December. This situation remains the same as of 26 March 2001.

IV — Cash and marketable securities

31 Dec. 2000 Balance Lire 2,248,366,000

31 Dec. 1999 Balance Lire 1,246,386,688

Change Lire 1,001,979,312
Description 31 Dec. 2000 31 Dec. 1999
Bank deposits 2,227,982,711 1,235,052,203
Cash and securities in hand 20,383,289 11,334,485
Total 2,248,366,000 1,246,386,688

Cash and marketable securities are those owned by the Company at financial year-end.
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D) Prepaid Expenses and Accrued Income

31 Dec. 2000 Balance Lire 83,935,711
31 Dec. 1999 Balance Lire 53,790,236
Change Lire 30,145,475

Prepaid expenses represent expenses that have been paid in advance of the next financial year. Ac-
crued income represents income that has been realised during the financial year but for which no doc-
ument certifying the value of the income is available at year-end. Details of prepaid expenses and ac-
crued income at year-end are as follows:

Description 31 Dec. 2000 31 Dec. 1999
Accrued income arising from operating expenses contribution 18,605,300 25,005,521
Prepaid expenses arising from maintenance fees 54,352,387 18,041,844
Sundry prepaid expenses 10,978,024 10,742,871
Total 83,935,711 53,790,236

The accrued income arising from operating expenses contribution relates to the Contributions Fund
(Law n° 295 of 28 May 1973), concerning the financing allocated by the Istituto Mobiliare Italiano
Sp.A.

All prepaid expenses and accrued income are current.

Balance Sheet Notes — Equity and Liabilities

A) EQUITY
31 Dec. 2000 Balance Lire 62,283,836,761
31 Dec. 1999 Balance Lire 59,901,358,008
Change Lire 2,382,478,753

Share capital of ITL 17 billion consists of 17 million ordinary shares with a par value each of ITL
1,000, fully subscribed and paid up. As of January 2001, the share capital was converted into EUR
8,840,000, consisting of 17 million ordinary shares with a par value each of EUR 0.52, as detailed in
the management report.

Following the expiry of the authorisation for the purchase and sale of treasury shares, the value of the
‘ Treasury shares acquisition reserve’, included in Other Reserves has been transferred back to retained
earnings, which was where it was originated. The write-down of ITL 247 million on treasury shares
to their current market value was recorded in retained earnings.

Appendix 2 attached to the Note to the Parent Company Financial Statements contains an analysis
of movements on equity account balances during the 2000 financial year.

‘Tax exempt reserves’ included in Other Reserves amounted to ITL 132,463,500 at financial year-
end, and comprised the following reserve amounts (in Lire thousands) pursuant to Decree n°® 467 of
18 December 1997:
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Reserve “A” Opening balance Increases Decreases  Closing balance
Initial balance 13,238,838 13, 238,838
9/16 exemption 1/10

for 1997-2007 198,064 198,064
Dividends distributed in 2000

at 58.73% (1,574,622) (1,574,622)
Taxes paid 2,174,708 2,174,708
Total 13,238,838 2,372,772 (1,574,622) 14,036,988
Reserve “B” Opening balance  Increases Decreases  Closing balance
Initial balance 4,264,697 4,264,697
Virtual income taxes at

reduced rate (D.i.t.) 1,446,670 1,446,670
Total 4,264,697 1,446,670 5,711,367

B) PROVISIONS FOR LIABILITIES AND CHARGES

31 Dec. 2000 Balance Lire 89,327,702
31 Dec. 1999 Balance Lire 93,550,184
Change Lire (4,222,482)
Description 31 Dec. 1999 Charges Reversals 31 Dec. 2000

General provisions for

liabilities and charges 76,293,184 13,034,518 89,327,702
Deferred
taxes 17,257,000 (17,257,000) 0

93,550,184 13,034,518 (17,257,000) 89,327,702

General provisions for liabilities and charges comprise provisions set aside at 31 December 2000 for
customer indemnities accruing to agents in accordance with the agents’ national group agreement.
Deferred taxes relating to previous year’s capital gains arising from asset disposals were completely re-
versed during the financial year.
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C) EMPLOYEE TERMINATION BENEFITS

The following movements arose during the year regarding this item:

31 December 1999 Balance 4,126,368,484
Benefits earned by employees during the year 1,107,092,803
Advance payments made (132,700,000)
Final payments made including Social Security Funds (227,773,232)
31 December 2000 Balance 4,872,988,055

ITL 27,235,881 in payments was made to employees terminating their employment with the Com-
pany during the year. Employee termination benefits represent the cumulative termination benefits
earned by employees, net of any advances made to them.

D) LIABILITIES

31 Dec. 2000 Balance
31 Dec. 1999 Balance

Lire 27,043,249,107
Lire 26,929,080,187

Change

Lire

114,168,920

Liabilities are valued at their face value and are analysed as follows according to their maturity:

Description Less than 1 year 1 to 5 years More than 5 years Total

Bank borrowings 3,921,339,644 5,899,449,140 9,820,788,784
Advances 36,191,171 36,191,171
Trade accounts

payable 12,421,333,068 12,421,333,068
Inter-company 125,618,689 125,618,689
Income tax

liabilities 1,117,701,202 1,117,701,202

Social. Security
liabilities
Other liabilities

1,278,536,365
2,243,079,828

1,278,536,365
2,243,079,828

Total

21,143,799,967

5,899,449,140

27,043,249,107
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1) Bonds
31 Dec. 2000 Balance Lire 0
31 Dec. 1999 Balance Lire 1,000,000,000
Change Lire (1,000,000,000)

The 3-year bond issued in March 1997 was redeemed in full on 1 March 2000.

3) Bank borrowings

31 Dec. 2000 Balance Lire 9,820,788,784
31 Dec. 1999 Balance Lire 12,109,662,441
Change Lire (2,288,873,657)

Bank borrowings include loans and comprise the principal amount and outstanding interest and re-
lated charges at year-end. They comprise the following amounts:

Description 31 Dec. 2000 31 Dec. 1999
Bank overdrafts and short-term financing  3,321,339,644 10,009,662,441
IMI loan — current portion 600,000,000 600,000,000
IMI loan — non-current portion 900,000,000 1,500,000,000
BEI funds loan — non-current 4,999,449,140 -
Total 9,820,788,784 12,109,662,441

A BEI funds loan was obtained in December 2000, arising from investments made during 1999, and
repayable in eight six-monthly instalments starting from June 2002. The variable interest rate charged
by BEI is based on Lire rates quoted on global loans granted to banks, with a surcharge of 0.6 percent:
at 31 December 2000 this rate was 5.48%.

The Istituto Mobiliare Italiano S.p.A. (IMI) loan of ITL 1,500 million will see its last instalment re-
paid in January 2003. It is exclusively guaranteed by a first mortgage of ITL 5,600 million Lire on
one of the Brescia head office buildings.
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6) Trade accounts payable

31 Dec. 2000 Balance
31 Dec. 1999 Balance

Lit. 12,421,333,068
Lit. 9,748,354,503

Change

Lit. 2,672,978,565

Trade accounts payable are recorded at their face value, net of trade discounts, with cash discounts
only recognised at their time of payment. Trade accounts payable face values are also adjusted for

potential returns and rebates as negotiated with suppliers.

Trade accounts payable includes ITL 1,115,403,804 in property, plant and equipment liabilities,
ITL 152,557,000 in intangible asset, and ITL 309,846,401 in unbilled trade accounts payable.

8) Inter-company payables

31 Dec. 2000 Balance
31 Dec. 1999 Balance

Lire 125,618,689
Lire 59,104,939

Change

Lire 66,513,750

An analysis of inter-company liabilities by subsidiaries is as follows:

Company 31 Dec. 2000 31 Dec. 1999
Cembre Ltd 65,264,086 19,657,700
Oelma srl 56,324,912 38,907,308
Cembre Espafia SL 539,931
Cembre Sarl

Cembre Inc.

Total 125,618,689 59,104,939

11) Income tax liabilities

31 Dec. 2000 Balance
31 Dec. 1999 Balance

Lire 1,117,701,202
Lire 888,743,227

Change

Lire 228,957,975

Income tax liabilities comprise local business taxes (IRAP) and employee tax deductions that have not

yet been remitted:
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Description 31 Dec. 2000 31 Dec. 1999
Employee deductions 976,363,202 888,743,227
IRAP tax 141,338,000

Total 1,117,701,202 888,743,227

As IRPEG tax advance payments were greater than the actual 2000 financial year tax liability, the differ-

ence is recorded as an Other Receivable.

12) Social security liabilities

31 Dec. 2000 Balance
31 Dec. 1999 Balance

Lire 1,278,536,365
Lire 1,193,075,920

Change

Lire

85,460,445

These liabilities arise from the Company’s obligations to its employees and agents.

13) Other liabilities

31 Dec. 2000 Balance
31 Dec. 1999 Balance

Lire 2,243,079,828
Lire 1,901,760,197

Change Lire 341,319,631
Description 31 Dec. 2000 31 Dec. 1999
Employees’ salaries and other 973,722,002 881,825,346
Customer bonuses 979,584,201 761,213,862
Agent commissions 237,999,474 222,489,109
Insurance contracts 37,284,292 35,773,781
Shareholders dividends 759 458,099
Board of Auditors fees 14,489,100 0
Total 2,243,079,828 1,901,760,197

The increase in customer bonuses is in line with increased sales activity.
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E) DEFERRED REVENUES AND ACCRUED EXPENSES

31 Dec. 2000 Balance Lire 88,814,572
31 Dec. 1999 Balance Lire 77,163,351
Change Lire 11,651,221

These arise as a result of unearned revenues received or unbilled expense amounts, and are all cur-
rent in nature.

Description 31 Dec. 2000 31 Dec. 1999
Accrued expenses — borrowings interest 51,944,117 58,830,018
Accrued expenses — bond interest 18,333,333
Deferred revenues — miscellaneous 36,870,455

Total 88,814,572 77,163,351
Guarantees

Description 31 Dec. 2000 31 Dec. 1999 Change
Guarantees given 2,339,576,929 3,544,141,139  (1,204,564,210)
for the benefit of subsidiaries 2,033,083,500 3,388,472,500  (1,355,389,000)
Guarantees received from third parties 579,016,597 699,016,597 (120,000,000)

Cembre S.p.A has given guarantees on borrowings by Cembre Sarl in the amount of ITL
1,161,762,000 and by Cembre Espana SL in the amount of ITL 871,321,500.

The Brescia head office mortgage of ITL 5,600 million is not recognised as a guarantee, as it guaran-
tees a liability reported on the Company’s Balance Sheet, in accordance with best accounting prac-
tice.

NOTES TO THE INCOME STATEMENT

Before presenting to you our analysis on individual Income Statement items, we wish to draw to your
attention the analysis of revenues and expenses contained in the management report, pursuant to Ar-
ticle 2428, paragraph 1, of the Italian Civil Code.

This analysis focuses only on significant changes arising between the 2000 and 1999 financial years,
and is supplemented by more detailed analysis included in the Notes to the Income Statement and
Balance Sheet.
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A) OPERATING REVENUES
1) Sales

31 Dec. 2000 Financial Year
31 Dec. 1999 Financial Year

Lire 75,634,407,537
Lire 68,043,548,006

Change

Lire 7,590,859,531

An analysis of sales by geographic region, in millions of Lire, is as follows:

Geographic Region 2000 1999
Italy 47,064 42,243
Rest of Europe 22,523 21,421
Rest of World 6,047 4,379
Total 75,634 68,043
Further sales analysis by geographic region is contained in the management report.
5) Other operating revenues
Description 2000 1999 Change
Capital gains on asset disposals 36,595,000 20,488,000 16,107,000
Other 20,662,499 10,303,947 10,358,552
Total 57,257,499 30,791,947 26,465,552
B) OPERATING COSTS
6) Raw materials, consumables and goods

31 Dec. 2000 Financial Year Lire 29,285,725,975

31 Dec. 1999 Financial Year Lire 24,491,377,130

Change Lire 4,794,348,845
Description 2000 1999
Raw materials and goods 24,511,273,448 20,074,501,585
Consumables 4,615,116,952 4,303,945,233
Transport and customs expenses 159,335,575 112,930,312
Total 29,285,725,975 24,491,377,130
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7) Services

31 Dec. 2000 Financial Year Lire 10,885,338,756

31 Dec. 1999 Financial Year Lire 11,297,710,962

Change Lire (412,372,206)
Description 2000 1999
Subcontracted work 3,138,513,472 3,266,877,885
Distribution 1,150,439,465 1,000,569,242
Maintenance and repairs 1,294,114,451 1,438,968,284
Electricity, heating, water 970,624,336 818,657,600
Consultancy 918,881,633 1,394,903,304
Directors’ fees 670,193,000 512,444,000
Auditors’ fees 87,424,200 116,463,600
Commission 444,817,262 370,180,710
Post and telephone expenses 325,931,575 327,668,650
Fuel 198,668,745 180,366,301
Travel and transfers 297,032,601 341,952,991
Insurance 227,758,847 210,160,503
Canteen 327,487,469 347,285,618
Bank expenses 125,092,476 123,629,855
Personnel training 70,270,734 54,423,000
Advertising and trade fairs 114,984,051 270,761,380
Security and cleaning 370,308,554 317,522,944
Others 152,795,885 204,875,095
Total 10,885,338,756 11,297,710,962
8) Third party services

31 Dec. 2000 Financial Year Lire 566,830,725

31 Dec. 1999 Financial Year Lire 435,684,458

Change Lire 131,146,267

Third party services relate primarily to the leasing of buildings owned by third parties and related par-

ties, as specified in the management report and the leasing of motor vehicles.
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9) Personnel costs

31 Dec. 2000 Financial Year Lire 20,958,071,308
31 Dec. 1999 Financial Year Lire 18,974,474,305
Change Lire 1,983,597,003

Personnel costs include merit increases, promotions, accumulated holiday pay, legal appropriations
and collective agreements benefits. The employee termination benefit expense for the 2000 finan-
cial year relates to the benefits that are due to employees who terminated their employment with the
Company during the financial year.

The Company’s average workforce size during the year by employment category was as follows:

2000 1999
Management 6 6
Administrative and commercial staff 116 110
Plant and warehouse staff 154 144
Total 276 260

10) Depreciation/amortisation and write-downs
b) Non-current asset depreciation and amortisation

Property, plant and equipment depreciation rates applied, consistent with the previous financial year,
were as follows:

Category Rate
Buildings and constructions 3% - 10%
Plant and equipment 10% - 15.5%
Equipment 25%
Other assets 12% - 25%

The Company incurred an ordinary depreciation and amortisation charge of ITL 3,893 million and
an accelerated depreciation charge of ITL 3,105 million during the 2000 financial year. Had depre-
ciation been calculated exclusively using rates deemed representative of the remaining useful eco-
nomic life of the assets, the value of property, plant and equipment would have been ITL 7,855 mil-
lion higher, and the value of equity approximately ITL 4,763 million higher (net of theoretical tax
effects). As a result of the accelerated depreciation charges made in previous years, net profit report-
ed for the 2000 financial year was ITL 1,712 million higher (ITL 1,154 million net of financial year
tax effects).
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12) Provision charges

Provision charges arise from the accrual of customer compensation payable in the event of an agency
contract termination.

14) Miscellaneous management charges

31 Dec. 2000 Financial Year Lire 331,246,124
31 Dec. 1999 Financial Year Lire 237,294,211
Change Lire 93,951,913

Miscellaneous management charges are as follows:

Description 2000 1999
Donations 140,000,000 142,200,000
Duties and taxes 155,368,174 70,544,892
Others 35,877,950 24,549 319
Total 331,246,124 237,294,211

C) NET FINANCE COSTS

16) Other finance income

31 Dec. 2000 Financial Year Lire 124,404,926
31 Dec. 1999 Financial Year Lire 73,182,137
Change Lire 51,222,789

“Other finance income — miscellaneous” comprises the following amounts:

Description 2000 1999
Bank interest income 18,704,722 20,242,100
Foreign exchange gains 75,972,069 16,730,084
Other 6,511,437 6,093,333
Total 101,188,228 43,065,517
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17) Interest and other finance costs

31 Dec. 2000 Financial Year
31 Dec. 1999 Financial Year

Lire 479,440,498
Lire 400,471,056

Change Lit. 78,969,442
Description 2000 1999
Bank interest charges 384,007,216 257,000,107
Bond interest charges 9,166,667 61,666,666
Loan interest charges 61,017,088 55,674,278
Foreign exchange losses 25,249,527 21,276,509
Other 4,853,496
Total 479,440,498 400,471,056

D) FINANCIAL ASSET VALUES ADJUSTMENTS

Marketable securities that are not treasury shares of the Company are written down when necessary

to their fair market values.

E) EXTRAORDINARY INCOME AND EXPENSES

31 Dec. 2000 Financial Year
31 Dec. 1999 Financial Year

Lire (272,708,594)
Lire (348,113,322)

Change

Lire 75,404,728

Description 2000 1999
Contingent gains 21,331,451 14,591,917
Previous years’ prepaid taxes 12,375,000
Contingent losses (111,423,363) (53,953,120)

Previous years’ sales returns

(182,616,682) (321,127,119)

Total

(272,708,594) (348,113,322)

Contingent losses include ITL 47 million in previous years’ duties and taxes. Previous years’ sales
returns concern goods returned following agreements with customers.
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22) Income taxes

31 Dec. 2000 Financial Year Lire 3,424,766,000
31 Dec. 1999 Financial Year Lire 3,650,190,000
Change Lire (225,424,000)

Income taxes are calculated based on the accounting income, which differs from the actual taxable
income as a result of the differences in the treatment of expense/loss and revenue/gain items. The
difference in treatment resulted in a deferred tax credit amount of ITL 17,257,000 arising from the
recognition of previous years’ capital gains in instalments, prepaid taxes of ITL 40,250,000 Lire aris-
ing from the allocation of ITL 100 million to the slow-moving finished products allowance, which
were both reversed during the year, and the reversal of the reduction of ITL 1,000,000 in prepaid
taxes relating to previous financial years, due to the movement of the IRPEG rate to 36% from 37%
for 2001.

Pursuant to point 14 of Article 2427 of the Italian Civil Code, we point out that no other differ-
ences arose exclusively from the application of tax laws, other than those relating to property, plant
and equipment depreciation as previously discussed.

Please refer to the management report for information relating to post balance sheet events and re-
lated parties transactions and balances.

Fees paid to members of the Board of Directors and Board of Auditors are reported in Services op-
erating expenses in the Income Statement. Moreover, in compliance with the Italian Securities and
Exchange Commission (CONSOB) regulation implementing Decree n° 58 of 2000, we report to
you in Appendix 4 attached to these Notes the remuneration received by each member of the Boards
of Directors and Auditors.

Four appendices are attached to this document:
1 Movements in Property, Plant and Equipment
2 Movements in Equity Items

3 Key Subsidiary Balance Sheet and Income Statement Data pursuant to Article 2429 of the
Italian Civil Code

4 Remuneration Paid to Members of the Boards of Directors and Auditors

These financial statements, comprising a Balance Sheet, an Income Statement and explanatory
Notes, truly and fairly represent the Company’s assets, liabilities and financial position, as well as its
operating results for the 2000 financial year, and correspond to its Books of Account.
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Supplementary information required by CONSOB

Pursuant to a CONSOB requirement, the Company’s (Cembre S.p.A) shareholdings at 31 Decem-
ber 2000, in limited liability publicly traded companies and unquoted joint-stock privately traded
companies, in excess of 10% are as follows, noting that the Company holds all documents of title:

Share Ownership %
Name Head Office Capital ; . Voting Rights %
direct indirect | through total
Cembre Ltd Sutton Coldfield £ 1,200,000 100% 100% 100%
(Birmingham - UK)
Cembre Sarl Morangis FRF 7,000,000 95% 5% Cembre Ltd| 100% 100%
(Paris - France)
Cembre Coslada PTA 150,000,000 95% 5% Cembre Ltd| 100% 100%
Espafia SL (Madrid-Spain)
Cembre AS Stokke NKR 2,400,000 100% 100% 100%
(Norway)
Cembre GmbH Munich DM 1,000,000 95% 5% Cembre Ltd| 100% 100%
(Germany)
Cembre Inc. Edison US $ 840,000 50% 50% Cembre Ltd| 100% 100%
(New Jersey - USA)
Oelma srl San Giuliano ITL 198,000,000 100% 100% 100%
Milanese

The only change in shareholdings relative to 31 December 1999 is the $US 120,000 share capital
increase of Cembre Inc. which was equally subscribed to by Cembre S.p.A. and Cembre Ltd.

Brescia, Italy 26 March 2001

CHAIRMAN OF THE BOARD OF DIRECTORS
CARLO ROsANI
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APPENDIX 3 -NOTES TO THE PARENT COMPANY FINANCIAL STATEMENTS
KEY SUBSIDIARY BALANCE SHEET AND INCOME STATEMENT DATA

FOR THE FINANCIAL YEAR ENDING 31 DECEMBER 2000
(ARTICLE 2429 OF THE ITALIAN CIVIL CODE)

(Lire) o
Balance Sheet Norxglejtrsrent Cur.regr:f\ e Total Assets Equity LIanelflétrerslsa? : a-rfgtﬁliquiriit%s
Prepaids / Accruals Accruals
Cembre Ltd 6,398,222,874  7,013417519 13411640393  8362,288,168  5,049,352,226  13,411,640,393
Cembre Sarl 1,396,886,340  5,930,715,928 7,327,602,268  3,103,416,128  4,224186,140  7,327,602,268
Cembre Espafia SL 1,838,373,715 4383312411 6,221,686,126  1,686,591,273  4,535,094,853  6,221,686,126
Cembre AS 17,924,872 735,275,104 753,199,976 142,864,202 610,335,774 753,199,976
Cembre GmbH 132,175,774 4,079,771,568 4211947342  1519,779,346  2,692,167,996  4,211947,342
Cembre Inc 181,484,995  2,525,668,091 2,707,153,086  1,068,061514  1,639,091572  2,707,153,086
Oelma sl 494,621,734 3,788999,872 4283621606  1,127,655514  3,155,966,092  4,283,621,606
Net Finance  Net Extraordinary
Income Statement ~ Operating Operating Income/ Income/ Income Operating
Revenues Costs (Costs) (Expenses) Taxes Profit/(Loss)
Cembre Ltd 13,613,324,039  (12,453562,871) 272,637,928 15,652,743 (445320,052)  1,002,731,787
Cembre Sarl 8,160,396,406  (7,453979,620) (89,800,112) 4281031  (244,063,351) 376,834,354
Cembre Espafia SL 5,734,226,855  (5,583,683,427)  (58,497,846) (1,106,304) 0 90,939,277
Cembre AS 892,561,491  (791,428,632)  (18,191,523) 0 0 82,941,336
Cembre GmbH ~ 6,392,949,087  (6,512,966,682) 40,176,145 0 24,083,709 (55,757,741)
Cembre Inc 1,975353,341  (2,482,201,986) 319,723,237  (10,607,826) (457,017) (198,190,252)
Oelmasrl 6554925701  (6,285,200,988) (37,027,285) 532721 (119574000) 113,765,495

We confirm that the values presented in this Appendix relate to the financial year ending 31 De-
cember 2000.

Foreign exchange translations were effected in accordance with the policy and methods described in
the Notes to the 2000 Financial Year Consolidated Financial Statements.

Brescia, Italy 26 March 2001

CHAIRMAN OF THE BOARD OF DIRECTORS
CARLO ROsANI
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2 RECONTA ERNSTSYOUNG " Coras Mg 75 T 030 3773673

. 5111 Breardn Face: (300 295437

yursmmat to articke 156 of Loglsbetive Decrve of February 24, 1998, 1. 58
{Translation from the original Foulian i)

To the Sharcholders
of Cembire $.p.A.

1.  We hawe andited the nencial sialements of Cambre 5.p.A. &8 of and for the
yoor emided Decamber 31, 2008, Thess financlal statements are the
reeponaibility of the Cesrdre B.p.A S muaragement. Our responcibility is to
exprees i ofrimiod o thess financial statemerms hased on our andit.

2. Our wodit was mede in sccondancs with auditing standarde and procednres
moommended by CONSOE  (the Inlew Htnek Exvhamge Reguolatery
Ageney) (1), I sccordsnce with such emdards and procadures we phanned
-6od performed o andit o obtedn the nfemation neceassry in order to
deterrnine whether the finaneisl aatements ane materially misstwbed and if
such finsncia] etatements, taken as & whols, mxy be mlied tpon.  An audit
inchydes examining. on a test basis, eviience mpporting the smoumiz and
disclommes in fhe foencial satemems, a8 well s assessing the
of the mtimates made by managmnent 'We believe that our sudit provides &
reanonahle bagle for our apinion.

For omr opinion on the fimencisl siatements of the prior year, which ars

prosenizd for comparative purposed a8 requined by the law, reference should
be made to our repaornt dated Manch 31, 2000. -

3. In our opinion, the firmecial sietements of Cambre 5.p.A. camply with the
Itslam (1) rcgulstions govaming fnancial etaements; accontingly, they
clesty prescot snd give w true and fir view of fhe firancial positlon of
Cembre 8.p.A. ws of Docernber 31, 2H0, and the resuliz of its opocations for
the year then snded '

4, 'Ihﬂnmpm lnnuﬁnm'ﬂ:ﬂmﬁnnmulu‘tﬂurﬂﬂ hﬂpﬂpu'udthc
coneolkinind fmsmcinl statamenits 2 rxqusetsd By the . The consolidated
wmmmwummmmmmm
March 27, 2001,

{1) Warrs nided bn brarsbaiias lrors erighul Tl bt

& Raccads Bmat R oung 5.ph
Bacls Lngalx QU136 Roma - ¥ia Romagnos! 184
R OGN - Pl DOBEH 237D

. gt gt 1, G5O Rl
Copliale Aocble 117200000000 |3,
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IR RECONTA ERNST £ YOUNG

5. Asin prior yeam, the Company booked accelemtzd doprecisiion sxpenses in
addition to those besed oo weefal lives of the fixed sacets; the sffects on the
financiz] statements of the sceslearated depreciation expanses are ilinstrated
in che Notes b the financial stabemnents, .

Breacin March 27, 2001

RECONTA ERMBT & YOUNO SPA
gigned by Stefanc Colpani, prriner
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Cembre Group Management Report
at 31 December 2000

(All values are expressed in Lire unless specified otherwise)

The 2000 financial year was characterised by the recovery of both the Italian and other European
markets, a continuation of the general recovery which began to manifest itself during the second half
of 1999.

Nevertheless, almost all European railway companies have postponed their network refurbishment
and high-speed development programmes for the next two to three years, after which time they are
anticipated to be re-launched.

Cembre’s Birmingham manufacturing operations are currently being reviewed within the framework
of the Group’s manufacturing development programme, whose implementation over the next two or
three years will have a decisive impact on the Group’s ability to react positively to our customers’ re-
newed investments. United Kingdom manufacturing output includes both articles with specific fea-
tures tailored for the local market and special limited quantity batches of generic articles for the over-
all European market, thereby relieving the more automated Brescia plant from the constraints of small
batch manufacturing.

Group sales (including services) increased by 12% to ITL 97,618 million from ITL 87,136 million for
1999. Group cash flows, being net profit before depreciation/amortisation charges, improved by 6.7%
to ITL 14,512 million, or 14.8% of 2000 financial year sales, from ITL 13,599 million or 15.6% of
1999 financial year sales. In order to provide a better understanding of the Group’s results, the con-
solidated income statement for the financial year ending 31 December 2000 has been restated in Ap-
pendix A of this report.

Group sales realised by individual Group companies are as follows:

(Lire millions) 2000 Financial Year =~ 1999 Financial Year

Head Office 56,636 50,032
Cembre Ltd. (UK) 12,738 10,389
Cembre S.a.r.l. (F) 8,079 7,165
Cembre Espafia S.L. (E) 5,732 4,796
Cembre GmbH (D) 6,306 8,344
Cembre AS (NOR) 891 783
Cembre Inc (USA) 1,975 622
Oelma srl (Italy) 5,261 5,005
Total 97,618 87,136

Group sales by geographic region are as follows:

(Lire millions) 2000 Financial Year 1999 Financial Year

Italy 51,096 46,903
Rest of Europe 39,979 36,169
Rest of World 6,543 4,064
Total 97,618 87,136
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Hence, 52.3% of Group sales were realised in Italy, 41% in the Rest of Europe and the remaining
6.7% in the Rest of World. Italy and the Rest of Europe enjoyed sales increases of 8.9% and 10.5%
respectively. Rest of World sales growth arose from increased activity in our US operations. All
Group operations enjoyed sales increases during the 2000 financial year with the exception of the
German operations, whose sales declined as a result of a reduction in prices and a slowdown in rail-
way company orders. All Group operations reported a net profit with the exception of the US oper-
ations, as a result of its March 1999 start-up costs, and the German operations as previously discussed.
Gross operating profits improved by 5% to ITL 20,177 million, or 20.7% of sales, from ITL 19,213
million for 1999, primarily as a result of the increase in the price of copper, the principal raw mater-
ial used by the Group. Group operating profit remained virtually unchanged at ITL 12,539 million
compared to ITL 12,552 million for 1999, but declined as a percentage of sales to 12.8% from 14.4%,
as a result of a 17.7% increase in property, plant and equipment depreciation arising from the signif-
icant investments undertaken.

Group 2000 financial year net profit declined slightly to ITL 6,874 million, amounting to 7% of sales,
from ITL 6,938 million in 1999, amounting to 7.96% of sales.

The Group’s net financial position at year-end was as follows:

(Lire millions) 31 Dec. 2000 31 Dec. 1999
Non-current borrowings (7,270) (4,491)
Subtotal - non-current net financial liabilities (7,270) (4,491)
Cash and marketable securities 5,445 4,648
Current bank borrowings (7,785) (13,487)
Other current borrowings (86) (1,028)
Other available financial assets 1,122 1,369
Subtotal - current net financial liabilities (1,304) (8,498)
Group net financial liabilities at year-end (8,574) (12,989)

2000 financial year significant events were as follows:

- the organisation of our US company, which can now count on a sales force of four and which has
obtained UL approval for all materials that the Group intends to sell in the US;

- various general supply agreements were negotiated with selected large multinational electrical
material distribution groups, who are particularly well represented throughout Europe.

7



REPORT AND AccouNTs 2000

Investments

Cembre S.p.A. made significant investments in property, plant and equipment during the year in the
amount of ITL 5,366 million (gross of depreciation and disposals), consisting primarily of ITL 3,420
million in new plant and machinery and ITL 1,203 million in new equipment. These investments
are described in more detail in the Cembre S.p.A. management report.

Research and Development

Cembre S.p.A research and development activities in Brescia, which are detailed in the Cembre

S.p.A management report, account for the bulk of the Group’s activities in these areas. Never-

theless, other Group companies also participate actively in improving the Group products and in

undertaking marketing research. For example, our UK company based in Birmingham has ob-

tained a patent for a special system of dual stroke railway drills for the particularly thick rails in

use in the US. In addition, it has designed and developed:

- selected new systems for positioning drills to rails;

- selected cable terminals for special applications;

- a new head referenced HT51L that can be used on both our own and our competitors’ die sets
which are widespread throughout the United Kingdom.

Related Parties Balances and Transactions

Related parties’ balances and transactions are disclosed in detail in the Cembre S.p.A. management report.

Treasury Share-Holdings and Transactions

At December 31 2000, Cembre S.p.A held 243,000 of its own shares at an aggregate cost of ITL 1,121
million, adjusted downward by ITL 247 million to reflect its market value. Cembre S.p.A treasury
shares’ overall par value amounted to ITL 243 million, representing 1.43% of its share capital. No
Cembre S.p.A shares were acquired or disposed of during the financial year. At 31 December 2000,
Cembre S.p.A had not acquired, disposed of, or owned directly or indirectly through controlled com-
panies, trust companies or intermediaries, shares or holdings in companies having a controlling stake
init.

Post Balance Sheet Events

No events arose after the financial year-end that have a significant impact on the Group’s ability to
do business or on its assets, other than those disclosed in the Cembre S.p.A. management report.

Future Prospects

Management anticipates pursuing much the same strategy in 2001 as it did in 2000. Sales increases are
anticipated in Italy and in international markets, and the Group should continue to realise profits.
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SUPPLEMENTARY DISCLOSURES REQUIRED BY CONSOB

The following statements, as required by CONSOB, are attached to the group management report as

Appendices, denominated in Lire (Appendices A and B) or in Euros (Appendix C).

- Appendix A:  Restated 2000 financial year consolidated Income Statement

- Appendix B: 2000 financial year consolidated Cash Flow Statement

- Appendix C: 2000 financial year consolidated Balance Sheet and Income Statement, both
denominated in Euros.

Brescia, Italy 26 March 2001

CHAIRMAN OF THE BOARD OF DIRECTORS
CEMBRE S.P.A. - GROUP PARENT COMPANY

CARLO ROsANI
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APPENDIX A - CEMBRE GROUP MANAGEMENT REPORT
RESTATED CONSOLIDATED INCOME STATEMENT
FOR THE FINANCIAL YEAR ENDING 31 DECEMBER 2000

(Lire millions) 2000 1999
Sales 97,618 87,136
Other operating revenues 189 38
TOTAL OPERATING REVENUES 97,807 87,174
Inventory movements 2,894 3,681
Non-current assets internal construction 1,650 1,315
TOTAL OPERATING VALUE 102,351 92,170
Materials and services used (52,107) (46,352)
Sundry management charges (502) (672)
ADDED VALUE 49,742 45,146
Personnel costs (29,373) (25,740)
Allowance for doubtful accounts (179) (181)
Other provisions for liabilities and charges (13) (12)
GROSS OPERATING PROFIT 20,177 19,213
Intangible non-current asset amortisation (1,155) (1,151)
Property, plant and equipment depreciation and write-downs (6,483) (5,510)
OPERATING PROFIT 12,539 12,552
Net finance costs (554) (208)
PROFIT FROM ORDINARY ACTIVITIES 11,985 12,344
Net extraordinary expenses and financial asset write-downs (447) (41)
PROFIT BEFORE TAX 11,538 12,303
Income taxes (4,664) (5,365)
NET PROFIT 6,874 6,938
CASH FLOW (Net profit before depreciation and amortisation) 14,512 13,599
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APPENDIX B - CEMBRE GROUP MANAGEMENT REPORT
CONSOLIDATED CASH FLOW STATEMENT
FOR THE FINANCIAL YEAR ENDING DECEMBER 31, 2000

(Lire millions)
Cash Flow Sources: 2000 1999
Net profit for the financial year 6,874 6,938
Adjusted for items not having an impact on cash flow:
- Property, plant and equipment depreciation and write-downs 6,483 5,510
- Intangible non-current asset amortisation and write-downs 1,155 1,151
- Provision for liabilities and charges 12 76
- Termination benefits 1,139 882
Cash flow from operating activities 15,663 14,557
Increased non-current bank borrowings 3,329 2,968
Increased other non-current financial borrowings 50 (18)
Net book value of assets sold 84 106
Movements in provisions for liabilities and charges 559 (31)
Movements in non-current receivables 42 (6)
Other asset movements 31 144
TOTAL CASH FLOW SOURCES 19,758 17,720

Cash Flow Applications:

Intangible non-current assets additions 348 234
Property, plant and equipment acquisitions 6,739 11,445
Decreased non-current borrowing from parent company 0 1,105
Consolidation adjustments 3,369
Transfer of borrowings maturing within 1 year to current borrowings 600 600
Transfer of bond to current borrowings 1,000
Payment of termination indemnities 360 496
Payment of dividends 2,681 2,664
TOTAL CASH FLOW APPLICATIONS 10,728 20,913
NET INCREASE/(DECREASE) IN CASH FLOW 9,030 (3,193)
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Movements in Working Capital:

Current assets:

Cash and marketable securities 796 (4,493)
Current investments (244) 497
Trade accounts receivable 2,692 4,305
Other receivables 1,198 (154)
Inventories 3,191 5,730
Prepaid expenses and accrued income 91 (1)
7,724 5,884

Current Liabilities:
Bank overdrafts (5,644) 9,469
Current borrowings (1,000) 1,000
Trade accounts payable 3,353 (393)
State liabilities 1,549 (1,318)
Other liabilities 499 269
Deferred revenues and accrued expenses (63) 50
(1,306) 9,077
NET INCREASE/(DECREASE) IN WORKING CAPITAL 9,030 (3,193)
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APPENDIX C - CEMBRE GROUP MANAGEMENT REPORT

2000 FINANCIAL YEAR

CONSOLIDATED BALANCE SHEET (EUROS) AT 31 DECEMBER 2000

ASSETS Dec. 31 2000 Dec. 31 1999
A) Receivables from shareholders for unpaid capital - -
B) Non-Current Assets
| — Intangible Assets
1) Preliminary expenses 243,748 483,633
3) Patents and rights 155,497 105,185
4) Concessions, licences, trademarks and similar rights 8,033 8,102
5a) Acquisition goodwill 497,740 725,033
Total 905,018 1,321,953
Il — Property, Plant and Equipment
1) Land and buildings 8,845,050 9,091,879
2) Plant and machinery 8,932,221 9,045,509
3) Office equipment 1,130,560 833,052
4) Other 1,544,761 1,497,587
5) Non-current assets in progress and advances 216,569 111,568
Total 20,669,161 20,579,595
Il — Investments
1d) Investments in other companies: 5,224 5,224
2d) Other receivables
- current portion 1,492 60
- non-current portion 245,871 262,864
Total 252,587 268,148
Total Non-Current Assets 21,826,766 22,169,696
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C) Current Assets

I — Inventories

1) Raw materials and consumables 4,271,543 4,175,245

2) Work in progress and semi-finished goods 4,776,683 3,762,383

4) Finished goods 8,761,566 8,224,785

Total 17,809,792 16,162,413
Il — Receivables

1) Trade accounts receivable 16,106,400 14,715,914

5) Other receivables

- current portion 1,416,095 797,269
- non-current portion 11,505 16,193

Sub-total other receivables 1,427,600 813,462

Total receivables 17,534,000 15,529,376
I11 — Current investments

5) Treasury shares (ITL 243 million par value) 579,348 707,257
IV — Cash and marketable securities

1) Bank and post office deposits 2,793,777 2,386,843

3) Cash and securities on hand 18,269 13,464

Total 2,812,046 2,400,307
Total Current Assets 38,735,186 34,799,353
D) Prepaid Expenses and Accrued Income 129,945 83,015
TOTAL ASSETS 60,691,897 57,052,064
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EQUITY AND LIABILITIES Dec 31 2000 Dec 31 1999
A) Equity
| - Share capital 8,779,767 8,779,767
Il - Share premium 12,305,102 12,305,102
Il - Revaluation reserve 585,159 585,159
IV - Legal reserve 834,168 694,513
V - Treasury shares reserve 579,348 707,257
VI - Statutory reserves 0 0
VIl - Other reserves:
Treasury shares acquisition reserve 0 325,657
Tax exempt reserves 68,412 68,412
Consolidation reserve 2,461,808 1,671,862
Translation adjustment 463,652 447,767
Extraordinary reserve 1,268,751 0
VIl - Retained earnings 5,131,080 4,677,514
IX - Net profit for the financial year 3,549,993 3,582,955
Total Equity 36,027,240 33,845,965
B) Provisions for Liabilities and Charges
2) Income taxes 2,074,813 1,785,991
3) Other 71,957 65,839
Total Provisions for Liability and Charges 2,146,770 1,851,830
C) Employee Termination Benefits 2,598,866 2,196,284
D) Liabilities
1) Bonds 0 516,457
3) Bank borrowings
- current portion 4,020,410 6,965,618
- non-current portion 3,717,272 2,307,233
Total bank borrowings 7,737,682 9,272,851
4) Other borrowings
- current portion 44,389 14,666
- non-current portion 37,651 11,942
Total other borrowings 82,040 26,608
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5) Advances 18,691 14,657
6) Trade accounts payable 7,845,859 6,118,250
11) Income tax liabilities 1,711,132 910,797
12) Social security liabilities 787,621 818,740
13) Other liabilities 1,676,626 1,387,903
Total Liabilities 19,859,651 19,066,263
E) Deferred Revenues and Accrued Expenses 59,370 91,722
TOTAL EQUITY AND LIABILTIES 60,691,897 57,052,064

Guarantees and Commitments

2) Guarantees given 158,291 80,396
3) Guarantees received 299,037 361,012
4) Commitments 0 37,319
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INCOME STATEMENT (Euros 2000 1999

A) Operating Revenues

1) Sales 50,415,311 45,001,735
2) Inventory movements 1,494,393 1,900,929
4) Non-current assets — internal construction 852,188 679,239
5) Other:
a) miscellaneous 53,184 19,863
b) contributions 44,465 0
Total Operating Revenues 52,859,541 47,601,766
B) Operating Costs
6) Raw materials, consumables and goods (18,003,287) (15,315,625)
7) Services (8,481,980) (8,386,314)
8) Third party services (562,308) (436,958)
9) Personnel costs
a) Wages and salaries (11,263,202) (9,793,192)
b) Social charges (3,202,993) (2,888,872)
¢) Employee termination benefits (602,285) (506,856)
d) Retirement and related benefits (3,546) (1,372)
e) Other (97,872) (103,142)

Total personnel costs

(15,169,898)

(13,293,434)

10) Depreciation/amortisation and write-downs

a) Intangible non-current asset amortisation (596,729) (594,620)
b) Property, plant and equipment depreciation (3,348,031) (2,845,836)
c¢) Other non-current assets write-downs 0 0
d) Receivables write-downs (92,396) (93,664)
Total depreciation/amortisation and write-downs (4,037,156) (3,534,120)
11) Movements in inventory 136,344 200,141
12) Provisions for liabilities and charges (6,840) (6,138)
14) Miscellaneous management charges (259,214) (347,056)

Total Operating Costs

Operating Profit

(46,384,339)

6,475,202

(41,119,503)

6,482,263
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C) Finance Income and Costs
16) Other finance income:

d) miscellaneous 445,179 233,783
17) Interest and other finance costs (731,196) (341,156)
Net Finance Costs (286,017) (107,373)
D) Financial Asset Value Adjustments
18) Revaluations
b) investments (excluding subsidiaries) 7,649 7,022
19) Write-downs
c¢) marketable securities (excluding subsidiaries) (127,909) 0
Total Financial Asset Value Adjustments (120,260) 7,022
E) Extraordinary Income and Expenses
20) Income 43,479 163,584
21) Expenses (153,872) (192,015)
Net Extraordinary Expenses (110,393) (28,431)
Profit Before Taxes 5,958,532 6,353,481
22) Financial year income taxes
a) current taxes (2,198,829) (2,572,504)
b) deferred taxes (209,710) (198,022)
Total taxes (2,408,539) (2,770,526)
23) NET PROFIT 3,549,993 3,582,955
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Consolidated Financial Statements
at 31 December 2000

BALANCE SHEET - ASSETS (Lire millions) 31 Dec. 2000 31 Dec. 1999

A) Unpaid capital
B) Non-Current Assets

| — Intangible Assets

1) Preliminary expenses 472 936
3) Patent and other rights 301 204
4) Concessions, licences, trademarks and similar rights 16 16
5a) Acquisition goodwill 964 1,404
Total 1,753 2,560

I1 — Property, Plant and Equipment

1) Land and buildings 17,126 17,604
2) Plant and machinery 17,295 17,515
3) Equipment 2,189 1,613
4) Other 2,991 2,900
5) Non-current assets in progress 419 216
Total 40,020 39,848
Il — Investments
1d) Investments in other companies 10 10
2d) Other receivables

- current portion 3 0

- non-current portion 476 509
Total 489 519
Total Non-Current Assets 42,262 42,927
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C) Current Assets

I — Inventories
1) Raw materials and consumables 8,271 8,084
2) Work in progress and semi-finished goods 9,249 7,285
4) Finished goods 16,965 15,925
Total 34,485 31,294
I1 — Receivables
1) Trade accounts receivable 31,186 28,494
5) Other receivables
- current portion 2,742 1,544
- non-current portion 22 31
Sub-total other receivables 2,764 1,575
Total receivables 33,950 30,069
11 — Current investments
5) Treasury shares (ITL 243 million par value) 1,122 1,369
IV — Cash and marketable securities
1) Bank and post office deposits 5,410 4,622
3) Cash and securities on hand 35 26
Total 5,445 4,648
Total Current Assets 75,002 67,380
D) Prepaid Expenses and Accrued Income 252 161
TOTAL ASSETS 117,516 110,468
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EQUITY AND LIABILITIES (Lire millions) 31 Dec 2000 31 Dec 1999
A) Equity
| - Share capital 17,000 17,000
Il - Share premium 23,826 23,826
I11 - Revaluation reserve 1,133 1,133
IV - Legal reserve 1,615 1,345
V - Treasury shares reserve 1,122 1,369
VI - Statutory reserves 0 0
VII - Other reserves:

Treasury shares acquisition reserve 0 631

Tax exempt reserves 132 132

Consolidation reserve 4,767 3,237

Translation adjustment 898 867

Extraordinary reserve 2,457 0
VIII - Retained earnings 9,935 9,057
IX - Net profit for the financial year 6,874 6,938
Total Equity 69,759 65,535
B) Provisions for Liabilities and Charges
2) Income taxes 4,017 3,458
3) Other 140 127
Total Provisions for Liabilities and Charges 4,157 3,585
C) Employee Termination Benefits 5,032 4,253
D) Liabilities
1) Bonds 0 1,000
3) Bank borrowings

- current portion 7,785 13,487
- non-current portion 7,197 4,468

Total bank borrowings 14,982 17,955
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4) Other borrowings

- current portion 86 28

- non-current portion 73 23
Total other borrowings 159 51
5) Advances 36 28
6) Trade accounts payable 15,192 11,847
11) Income tax liabilities 3,313 1,764
12) Social security liabilities 1,525 1,585
13) Other liabilities 3,246 2,687
Total Liabilities 38,453 36,917
E) Deferred Revenues and Accrued Expenses 115 178
TOTAL EQUITY AND LIABILTIES 117,516 110,468

Guarantees and Commitments

2) Guarantees given 306 156
3) Guarantees received 579 699
4) Commitments 0 72
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INCOME STATEMENT (Lire millions)

A) Operating Revenues

1) Sales 97,618 87,136
2) Inventory movements 2,894 3,681
4) Non-current assets — internal construction 1,650 1,315
5) Other:
a) miscellaneous 103 38
b) subsidies and contributions 86 0
Total Operating Revenues 102,351 92,170
B) Operating Costs
6) Raw materials, consumables and goods (34,859) (29,655)
7) Services (16,423) (16,238)
8) Third party services (1,089) (846)
9) Personnel costs
a) Wages and salaries (21,809) (18,962)
b) Social charges (6,202) (5,594)
¢) Employee termination benefits (1,166) (981)
d) Retirement and related benefits @) 3)
e) Other (189) (200)
Total personnel costs (29,373) (25,740)
10) Depreciation/amortisation and write-downs
a) Intangible non-current asset amortisation (1,155) (1,151)
b) Property, plant and equipment depreciation (6,483) (5,510)
d) Receivables write-downs (179) (181)
Total depreciation/amortisation and write-downs (7,817) (6,842)
11) Movements in inventory 264 387
12) Provision for liabilities (13) (12)
14) Miscellaneous management charges (502) (672)
Total Operating Costs (89,812) (79,618)
Operating Profit 12,539 12,552
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C) Net Finance and Costs
16) Other finance income:

d) miscellaneous 862 453
17) Interest and other finance costs (1,416) (661)
Net Finance Costs (554) (208)
D) Financial Asset Value Adjustments
18) Revaluations

b) investments (excluding subsidiaries) 15 14
19) Write-downs

¢) marketable securities (excluding subsidiaries) (248) 0
Total Financial Asset Value Adjustments (233) 14
E) Extraordinary Income and Expenses
20) Income 84 317
21) Expenses (298) (372)
Net Extraordinary Expenses (214) (55)
Profit Before Taxes 11,538 12,303
22) Financial year income taxes

a) current (4,258) (4,981)

b) deferred (406) (384)
Total taxes (4,664) (5,365)
23) NET PROFIT 6,874 6,938

Brescia, Italy 26 March 2001

CHAIRMAN OF THE BOARD OF DIRECTORS
CEMBRE S.P.A. - GROUP PARENT COMPANY

CARLO ROsANI
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Notes to Cembre SpA Group Consolidated Financial Statements
at 31 December 2000

The 2000 financial year consolidated financial statements have been prepared in accordance with
regulations arising from Decree number 127 of 9 April 1991.

The following notes are contained:

Consolidated financial statements content and form
Consolidation and valuation principles and methods
Significant Balance Sheet items

Guarantees and commitments

Sales revenues

Raw materials, consumables and Cost of goods
Services expenses

Personnel costs

Other financial income

10. Interest and other finance costs

11. Financial Asset value adjustments

12. Extraordinary income and expenses

13. Income taxes

14, Boards of Directors’ and Auditors’ remuneration

15. List of companies’ accounts incorporated in the consolidated financial statements

CoNSUA~WNE

Valuation methods used in the consolidated financial statements are those adopted by the parent
company which have been consistently and uniformly applied throughout the consolidation, with
the notable exception of the use of the weighted average costing method for inventories instead of
the Group’s LIFO method, consistent with prior years.

We also bring to your attention that:

- no exceptional cases occurred requiring recourse to exemptions pursuant to Article 29, points 4
and 5 of the aforementioned Decree;

- consolidated financial statement items’ valuation and presentation are comparable with those used
in the previous year’s financial statements, which have been restated where necessary to be consis-
tent with the current year’s financial statements. Where significant, asset and operating results
changes due to changes in the consolidation process have been explained and commented upon;

- valuation methods comply with legal regulations;

- changes relating to significant Balance Sheet and Income Statement items have been commented
upon;

- provisions for liabilities and charges have been established for events relating to the financial year
even if their exact value is not known at financial year-end.
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1. NOTE ON CONSOLIDATED FINACIAL STATEMENTS’ CONTENT & FORM

Group consolidated financial statements at 31 December 2000 incorporate the Balance Sheets and
Income Statements of Cembre S.p.A., the parent company, and its subsidiaries:

Group shareholding Group shareholding
at 31 Dec. 2000 at 31 Dec. 1999
1. Cembre Ltd (United Kingdom) 100% 100%
2. Cembre Sarl * (France) 100% 100%
3. Cembre Espafia SL * (Spain) 100% 100%
4. Cembre AS (Norway) 100% 100%
5. Cembre GmbH * (Germany) 100% 100%
6. Cembre Inc ** (USA) 100% 100%
7. Oelmas.r.l. (Italy) 100% 100%

* 5% of share capital owned through Cembre Ltd
** 50% of share capital owned through Cembre Ltd

These companies are controlled pursuant to Article 2359 of the Italian Civil Code.

There were no modifications to the consolidation scope during 2000.

Each company’s set of financial statements at 31 December 2000 was approved by its Board(s) and
by the Board of Directors of the parent company Cembre SpA, prior to their consolidation.
Uniform and consistently applied valuation methods were applied throughout the consolidated ac-
counts with reclassifications and adjustments made where necessary.

2. NOTE ON CONSOLIDATION & VALUATION PRINCIPLES AND METHODS
2.1 Consolidation principles and methods

Consolidation was performed using the integral method, in accordance with principles defined by
Atrticles 31, 32 and 33 of Decree number 127 of 9 April 1991.
The following principles were followed in applying this method:

The following principles were followed in applying this method:

a) assets, liabilities, revenues, expenses, gains and losses of consolidated companies were included in
full in the consolidated financial statements;

however, the following items were eliminated:

1) shareholdings in consolidated companies and their offsetting equity balances;

2) receivables and liabilities between consolidated companies;

3) revenues and expenses arising from transactions between consolidated companies;
4) gains and losses arising from transactions between consolidated companies;

b) value adjustments and allocations arising exclusively from the application of tax laws have been
eliminated;

¢) ¢) negative differences arising when the acquisition cost of a subsidiary is lower than the book value
of its net assets are recorded in the consolidated equity account ‘Consolidation reserve’.
This ‘Consolidation reserve’ is in turn reduced by positive differences arising at the date of the
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preparation of the first consolidated financial statements that incorporated the accounts of the
Cembre Espafia S.L. and Cembre A.S subsidiaries in the amounts of ITL 62 million and ITL 334
million respectively, with the latter amount relating to an acquisition subsequent to the first con-
solidation. Positive differences arising from the acquisition of Cembre Ltd. shares during the first
half of 1997 and Oelma srl shares during the first half of 1999, considering their significance, were
classified as consolidated assets in ‘Acquisition Goodwill’ instead of being allocated to individual
asset items.

The consolidation reserve is in turn increased and decreased by net profits and losses realised from
individual consolidated companies from their first consolidation.

2.2 Valuation principles and methods

Intangible assets

Intangible assets are recorded at cost, net of amortisation charges, which are calculated on a straight-
line basis taking into account the remaining useful life of the asset and its residual value, in accor-
dance with the requirements of the Italian Civil Code.

Goodwill arising from consolidation is amortised over 5 years.

Property, plant and equipment

Property, plant and equipment are recorded at their acquisition or production cost, and incorporate
all related costs that are directly attributable to the assets, all revaluations in accordance with the
Law, and any excess fair market values arising from consolidation. Asset gross book values are reduced
by the depreciation calculated on a straight-line basis, taking into account the remaining useful life
of the asset and its residual value in accordance with the dispositions of Article 2426 of the Italian
Civil Code.

Property, plant and equipment that are leased are recorded in the Balance Sheet as both an asset and
liability whose cost is equal to the present value of future payments, in accordance with internation-
al accounting principles.

The depreciation rates used, consistent with those used in the previous financial year, are as follows:

Buildings and construction 2% - 10%
Plant and machinery 10% - 25%
Equipment 12% - 25%
Other assets (Office furniture/equipment, vehicles) 12% - 33%

Maintenance costs of an on going nature are treated as expenditure in the year they are incurred.

Inventories

Finished goods inventories are valued at the lower of acquisition or manufacturing cost and their ex-
pected net realisable value. The weighted-average method is used to determine the purchase or man-
ufacturing cost of raw materials, semi-finished and finished goods inventories.

Work in progress inventory is valued at its processing cost including raw materials, labour and direct
and indirect manufacturing overheads, taking into account its stage of completion
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Receivables and payables

Receivables are recorded at their face value, offset by an allowance for doubtful accounts that may
not be eventually collected.
Liabilities are recorded at their face value, representing the amount payable at due date.

Marketable securities

Marketable securities are recorded at the lower of cost, determined using the weighted average pur-
chase method, and market value. Any write-downs arising may be reversed if market values recover.

Prepaid expenses and accrued income, deferred revenues and accrued expenses
These are calculated in accordance with the accrual method.

Provisions for liabilities and charges

Provisions for liabilities and charges only apply to specifically identified liabilities or losses, whose ex-
istence is either certain or probable, but whose amount or date cannot be exactly defined at finan-
cial year-end.

Deferred taxes provision and prepaid taxes

The deferred taxes provision results from differences between accounting income and taxable income
that arise from accelerated depreciation and the valuation of the parent company’s raw materials, semi-
finished goods and finished goods using the weighted-average method instead of the LIFO method.
Prepaid taxes, resulting from unrealised inter-company gains arising from the sale of inventories within
the Group that at year-end had not been sold to a third party, and which are included in the value of in-
ventories, are classified as an ‘other receivable’ current asset in the Balance Sheet. Deferred tax assets
are only recorded if there is a reasonable certainty that they will be realised through future taxable in-
come.

Employee termination benefits

The employee termination benefits liability reflect amounts owed by the Group as of financial year-
end to its employees if their employment were to be terminated at that date, in accordance with labour
agreements and laws in Italy. Special payments on retirement to which French employees are enti-
tled to are also included in this item.

Commitments and guarantees

These represent guarantees given and received from others and commitments made, which are record-
ed at their face values.

Income tax

Income tax charges for the financial year are offset by prepaid taxes and withholding taxes deducted.
Income taxes are determined in accordance with rates and regulations in force, based on a realistic
estimate of the taxable income, and include withholding taxes deducted from employees’ earnings on
behalf of the State.

Revenues and expenses
Revenues and expenses are recorded in accordance with the accruals concept.
Revenues and expenses are recorded net of returns, discounts, allowances and premiums.
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2.3 Foreign currency denominated financial statements translation method

Foreign currency denominated financial statements are translated based on the following principles:

- asset and liability items are translated at the year-end exchange rate, and equity items are translat
ed at their transaction rates;

- revenues, expenses, gains and losses are translated at the average exchange rate, for the year.

Any difference arising from the use of different translation rates is recorded in the consolidated eg-
uity “Translation adjustment’ account.

The following exchange rates were used:

Currency Year-end rate Average rate
Pound Sterling 3,102.499 3,176.932
US Dollar 2,080.892 2,096.408
Norwegian Krone 235.170 238.665

3. NOTES ON SIGNIFICANT BALANCE SHEET ITEMS
(All amounts are expressed in millions of Lire)

3.1 Intangible assets

3.1.1 Preliminary expenses

Preliminary expenses include ITL 411 million net of amortisation relating to parent company listing
costs on the Italian Stock Exchange, and ITL 54 million and ITL 7 million in costs incurred by the
French and Spanish subsidiaries respectively whose benefit they will enjoy over several years.

3.1.2 Patent and other rights

These rights comprising application software costs, relate exclusively to the costs of acquiring open-
ended user licences.

3.1.3 Acquisition goodwill

Acquisition goodwill, amounting to ITL 964 million, net of the accumulated amortisation of ITL
1,237 million, arises from the difference between the purchase price paid and the book values of net
assets acquired regarding the acquisition of Cembre Ltd. (ITL 1,070 million), and Oelma srl (ITL
1,131 million) excluding the excess value previously allocated to the building described in the prop-
erty, plant and equipment note.
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3.2 Property, plant and equipment

Gross Book Accumulated. 31 Dec. 31 Dec.
Value Depreciation 2000 1999

Land
and buildings 22,538 5,412 17,126 17,604
Plant
and machinery 39,163 21,868 17,295 17,515
Equipment 6,110 3,921 2,189 1,613
Other assets 8,117 5,242 2,875 2,847
Other assets
leased 177 61 116 53
Non-current assets
in progress 419 419 216
Total 76,524 36,504 40,020 39,848

The most significant investments in property, plant and equipment were realised by the parent
company. Significant plant and machinery investments included six new presses amounting to
ITL 840 million in total, a new horizontal milling and turning unit amounting ITL 550 million,
a new vertical machining unit amounting to ITL 245 million, a new robotic unit for advancing
and winding to be used in the manufacture of the plastic component for the linked cable termi-
nals amounting to ITL 155 million and a new automatic assembly line for the manufacturing of
cable terminals amounting to ITL 158 million. Significant industrial and commercial equipment
almost exclusively related to the acquisition of tooling ILT1,201. ITL 1,919 million is included
in land and buildings arising from excess fair market values paid arising from the acquisition of
Oelma srl,, which were certified by independent third parties.

Leased property, plant and equipment relate exclusively to the Group’s Spanish subsidiary.
Parent company’s property, plant and equipment were revalued during the year in the amount of
ITL 2,107 million in accordance with laws n° 576/75, n° 72/1983 and n°® 413/1991.

3.3 Investments

3.3.1 Investments in other companies

These amounts represent non-controlling shareholdings in Consorzio Nazionale Imballaggi (National
Packaging Consortium) and Inn.tec srl, a technology innovation consortium, with registered head
offices in the Italian province of Brescia.
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3.4 Inventories

31 Dec. 2000 31 Dec. 1999 Change
Raw materials and consumables 8,271 8,084 187
W.I.P. and semi-finished
goods 9,249 7,285 1,964
Finished goods 16,965 15,925 1,040
Total 34,485 31,294 3,191

The increase in work in progress and semi-finished goods arise from increased sales activity of the par-
ent company, whereas the increase in finished goods inventory arises partly from the operations of Cem-
bre Inc. Finished goods value has been reduced to market value by an ITL 250 million allowance for
slow moving goods, which has been increased from the 1999 figure of ITL 150 million. The ITL 250
million figure comprises ITL 200 million relating to the activities of the parent company and ITL 50

million relating to the activities of the Oelma s.r.l. subsidiary.

The valuation obtained is not significantly different from the current replacement costs of the inven-

tory.

3.5 Trade accounts receivable

31 Dec. 2000 31 Dec. 1999
Gross book value 32,260 29,473
Allowance for doubtful accounts (1,074) (979)
Total 31,186 28,494

Increased receivables year-end balances arise from increased sales activity.
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3.6 Other receivables

Other receivables, which are all of a current nature, are as follows:

31 Dec. 2000 31 Dec. 1999
Prepaid taxes 1,568 1,405
Tax advances 682
VAT & related foreign taxes 328
Miscellaneous 164 139
Total 2,742 1,544

Prepaid taxes include: ITL 1,287 million relating to unrealised holding gains arising from sales of
goods between Group companies that have yet to be sold to third parties; ITL 160 million relating to
carry-forward tax losses available to the Spanish subsidiary; ITL 80 million relating to the parent com-
pany’s finished goods slow moving allowance; and I'TL 40 million relating to the Oelma srl subsidiary’s
receivables doubtful account allowance in excess of the tax deductible amount.

Tax advances arise from tax payments made in excess of the actual tax liability incurred during the
financial year.

3.7 Current investments

3.7.1 Treasury shares

At 31 December 2000, the parent company held 243,000 treasury shares, unchanged from a year ago.
This situation remains the same as of 26 March 2001.

3.8 Equity

Group share capital comprises exclusively the parent company’s share capital of ITL 17 billion, com-
prising 17 million ordinary shares with a par value each of ITL 1,000, fully subscribed and paid up.
As of January 2001, the share capital was converted into EUR 8,840,000, consisting of 17 million or-
dinary shares with a par value each of EUR 0.52 as detailed in the group management report.
Following the expiry of the authorisation for the purchase and sale of treasury shares, the value of the
‘Treasury shares acquisition reserve’ (included in Other Reserves) value has been transferred back to
retained earnings which was where it was originated. The write-down of ITL 247 million on treasury
shares to their current market value was recorded in retained earnings.

Appendix 1 attached to the Note to the Consolidated Financial Statements contains an analysis of
movements of equity account balances during the 2000 financial year.
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The following schedule reconciles the parent company’s (Cembre S.p.A ) equity and net profit bal-
ances with the reported consolidated balances:

Equit Net
(Lire millions) qurty Profit
Parent company 31 December 2000 balances 62,284 5,064
Tax items treatment differences:
- accelerated depreciation - Italian companies 8,141 1,726
- tax effect (3,207) (561)
Subtotal 4,934 1,165
- products guarantee allowance, net of tax effects German subsidiary 18 (2)
- changing of parent company’s inventory valuation method to Group’s method 947 84
- tax effect (381) (25)
Total 566 59
Consolidation differences:
- difference between investment book value and net assets book value 951 1,413
- acquisition goodwill 963 (440)
- building excess-fair market values 1,833 (58)
Inter-company transactions:
- inter-company unrealised inventory holding gains, net of taxes (1,911) (253)
- inter-company receivables and payables translation differences 120 (74)
Consolidated 31 December 2000 balances 69,758 6,874
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The consolidation reserve amount arises from

the following items at 31 December: 2000 1999
Investments elimination reserve 1,934 1,364
Inventory slow-moving allowance 507 440
Unrealised inter-company holding gains reversal (1,658) (1,485)
Inter-company receivables and payables translation
reversals 194 (13)
Total 4,767 3,237
3.9 Provision for Liabilities and Charges
31 Dec. 2000 31 Dec. 1999

Deferred tax provision 4,017 3,458
Others: - supplementary client compensation 89 76

- miscellaneous 51 51
Total 4,157 3,585
The deferred tax provision consists of the following items: 31 Dec. 2000 31 Dec. 1999
Consolidated companies 417 435
Deferred taxes arising from accelerated depreciation 3,207 2,646
Deferred taxes arising from the use of the weighted
average inventory costing method instead of LIFO in the
valuation of parent company inventory 381 356
German subsidiary products guarantee allowance reversal 12 21
Total 4,017 3,458

Consolidated companies reserves arise from differences in depreciation rates for accounting and tax
purposes amounting to ITL 257 million for the United Kingdom subsidiary and ITL 160 million for
the Spanish subsidiary. The establishment by the German subsidiary of its products guarantee al-
lowance is entirely for tax purposes and accordingly has been reversed.
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3.10 Employee termination benefits

31 Dec. 1999 Charges Payments 31 Dec. 2000

4,253 1,139 (360) 5,032

Special payments on retirement entitled to by French employees are included in this item.

3.11 Liabilities

3.11.1 Bonds
The 3-year bond issued in March 1997 was redeemed in full on 1 March 2000.

3.11.2 Bank borrowings

. 31 Dec. 2000 31 Dec. 1999
Description
Current Non-current Current Non-current
Short-term financing & bank overdraft 5,518 5,227
Medium/long term financing 2,267 7,197 8,260 4,468
Total 7,785 7,197 13,487 4,468

An ITL 4,999 million BEI funds loan was obtained by the parent company in December 2000 and
has already been previously discussed in the Balance Sheet notes.

The Istituto Mobiliare Italiano S.p.A. (IMI) loan will see its last instalment repaid in January 2003.
It is exclusively guaranteed by a first mortgage of ITL 5,600 million Lire on one of the Brescia head
office buildings.

Cembre S.p.A has given guarantees on borrowings by Cembre Sarl in the amount of ITL 1,162 mil-
lion and by Cembre Espana SL in the amount of ITL 871 million.

3.11.3 Income tax liabilities

This is analysed as follows:
31 Dec. 2000 31 Dec. 1999

Employee withholding taxes 1,329 975
Current taxes 1,092 56
VAT and similar foreign taxes 842 699
Other taxes 50 34
Total 3,313 1,764
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3.11.4 Other liabilities

31 Dec. 2000 31 Dec. 1999

Employees’ salaries and other 1,363 1,231
Customer bonuses 1,429 1,014
Agent commissions 322 293
Board of Auditors’ and equivalent foreign bodies’ fees 93 65
Miscellaneous 39 84
Total 3,246 2,687

The customer bonuses increase is in line with increased sales activity.

4. NOTE ON GUARANTEES

Cembre S.p.A’s guarantees on borrowings by Cembre Sarl and by Cembre Espana SL are not record-
ed as guarantees in accordance with the entity principle, as the related borrowings are included in
the Balance Sheet.

The Brescia head office mortgage is not recorded as a guarantee, as this liability is also reported on
the Balance Sheet, resulting in the restatement of the previous year’s balance.

5. NOTE ON SALES REVENUES

The distribution of sales by geographical area is as follows:

2000 1999
Italy 51,096 46,903
Rest of Europe 39,979 36,169
Rest of World 6,543 4,064
Total 97,618 87,136
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6. NOTE ON RAW MATERIALS, CONSUMABLES AND COST OF GOODS

The increase in these expenses is in line with increased sales activity.

7.7. NOTE ON SERVICES EXPENSES

This is analysed thus:

2000 1999
Subcontracted work 3,406 3,486
Electricity, heating, water 1,081 954
Distribution 1,938 1,690
Fuel 316 221
Travel and transfers 1,266 1,138
Maintenance and repairs 1,700 1,756
Consultancy 1,398 2,141
Advertising and promotion 604 686
Insurance 461 397
Board fees 1,023 852
Post and telephone expenses 623 608
Commission 621 568
Security and cleaning 438 393
Miscellaneous 1,548 1,348
Total 16,423 16,238
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8. NOTE ON PERSONNEL COSTS

The increase in personnel costs arises from an increase in salaries and an increase in the average work-
force size.
The Company’s average workforce size during the year by employment category was as follows:

2000 1999
Management 14 13
Administrative and commercial staff 179 165
Plant and warehouse staff 191 175
Total 384 353
9. NOTE ON OTHER FINANCE INCOME

2000 1999
Bank interest income 95 90
Trade accounts receivable interest income 7 5
Foreign exchange gains 753 357
Miscellaneous 7 1
Total 862 453

The significant increase in foreign exchange gains arises from the strengthening of the US dollar and
UK pound relative to the Euro.
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10. NOTE ON INTEREST AND OTHER FINANCE COSTS

2000 1999
Bank interest charges 676 479
Bond interest charges 9 62
Related party interest charges - 51
Bank charges and miscellaneous charges 64 8
Foreign exchange losses 39 43
Foreign exchange translation difference 628 18
Total 1,416 661

1999 related party interest charges of ITL 51 million concern the costs of financing provided to Cem-
bre Ltd by Lysne S.p.A., which was settled during the second half of 1999. Negative foreign exchange
translation differences arose as a result of the elimination of foreign denominated inter-company re-
ceivables.

11. FINANCIAL ASSET VALUE ADJUSTMENTS

Marketable securities that are not treasury shares of the parent company are written down when nec-
essary to their fair market values.

12. EXTRAORDINARY INCOME AND EXPENSES

The significant reduction in extraordinary income results from the non-recurrence of a ITL 204 mil-
lion contingent gain reported by the Oelma srl subsidiary, arising from the reduction of the slow-mov-
ing inventory allowance and the provisions for liabilities and charges, following a reassessment of
these risks in relation to raw materials, semi-finished goods and finished goods at financial year-end.

13. INCOME TAXES

The reduction in the IRPEG rate was considered in determining taxes and had an ITL 141 million
positive impact on deferred taxes.
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14. BOARDS OF DIRECTORS’ AND AUDITORS’ REMUNERATION

Remuneration paid to the Boards of Directors and Auditors is disclosed in a Note to the parent com-
pany financial statements. Mr. Giovanni De Vecchi, Chairman of Oelma, was the only parent com-
pany director earning remuneration from a subsidiary, earning I'TL 40 million for his work.
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15. LIST OF CONSOLIDATED SUBSIDIARIES

The following subsidiaries fully consolidated, pursuant to Article 26 of Decree number 127 of 9
April 1991

Name Head Office Share % Held at % Held at
Location capital 31 Dec 2000 31 Dec 1999
Cembre Ltd Sutton Coldfield
(Birmingham) £ 1,200,000 100% 100%
Cembre Sarl Morangis
(Paris) FRF 7,000,000 100%(*) 100%(*)
Cembre Espafia SL Coslada
(Madrid) PTA 150,000,000 100%(*) 100%(*)
Cembre AS Stokke
(Norway) NKR 2,400,000 100% 100%
Cembre GmbH Munich
(Germany) DM 1,000,000 100%(*) 100%(*)
Cembre Inc Edison
(New Jersey - USA) US$ 840,000 100%(**) 100%(**)
Oelma srl San Giuliano
Milanese ITL 198,000,000 100% 100%

(*) of which 5 percent was held through Cembre Ltd
(**) of which 50 percent was held through Cembre Ltd

A schedule of ‘Movements in Equity Item Balances during the 2000 Financial Year’ is attached to these
Notes as Appendix 1, in order to provide supplementary detailed information on the consolidated Bal-
ance Sheet and Income Statement.

Brescia, Italy 26 March 2001

CHAIRMAN OF THE BOARD OF DIRECTORS
CEMBRE S.P.A. - GROUP PARENT COMPANY

CARLO ROsANI
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!MM&MNG & oo bagents 2% - Tol.: (030) 3773873 a

5171 Bvemcle Fioc (0300) 295437
AUIITORS REPORT
Frnlﬂhuﬂ:hlﬁnfl.thlﬂuﬂﬂu‘u.f!ﬁrﬂryﬂ, 1994, o, 58
(Transistion from the nriginel Inlisn texi)
To the Sharsholders
of Cembre 8.p.A.

1. We have adited the consclidated finamcinl siatzments of Cambre S.p AL &
of and for the year ended Deoomber 31, 2000, These fnanivis] stetzmants. xe
the responsibility of the Cembre 8.p.A."s mensgement. Our mepomedbility is
to cwpreas an opimion on theee fnenciel sxtements based on cur mdit

2. Our sodit was made in accordance with anditing etandeeds and procedumes.
recommended by CONSOB  (the Dialien Stock Exchange Regulstory
Ageney) (1), In accordamce with much sardards and procadnres we planned
and performed our eodit to obtain the information neceasary in order o
minsstate] snd if uch fmancial sietemants, (sken &5 8 whoks, may be relied
ppor. An eudit mcludes exemining, on 8 fest basis, evidencs supporting the
smovmts and disclesures in the fmgncial sxfaments, 28 wall a8 meesting the
sppropristeness of the sceounting principles applisd and the resssnahleness
of the eetimutes mads by menagsinent We believe that eur andit provides a
reassvable hasla for onr opinion. .

For our opimon oo the finsncial stalements of the prior year, which &re

preseuted for compative porposes o tequired by the Lawr, reference shonld
be mads to onr report dxted March 31, 2000,

3. In our opimion, the' consclidated finemcial sislements of Canbre Sp.A
conmply with the Hallvw {1} megulsfions governing consolidated Pmemeisl
statements; sccordingly, they clearly present and give a troo and fuir view of
fhe consolidated finemcial position of Cembre S.p.A. 83 of Decamber 31,
2000, end the consolidated results of its aperstions fx the yeur then anded.

Breacin March 27, 2001

RECONTA FRNST £ YOUNG B.P.A.
slgned by: Stefino Colpani, partner

(L) Wareks sdabal b tracssliwiiom Traon erighes] Fiabh et

B Ryoorhs Emgt By Sp b
Sl Lgally: (0104 Frrmy. - Wi, Ryl e
CF. D000 - FL D0OWT421002
. Eogialor [TETIAK N EEATYES Rom
Coplialt S it |, 1.72LIN0000 L
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Abstract of 14 May 2001 Shareholders
General Meeting resolutions regarding
the Financial Statement for the year
ending 31 December 2000
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Abstract of 14 May 2001 Shareholders General Meeting resolutions

regarding the Financial Statement for the year ending
31 December 2000

- Shareholders General Meeting approved the parent company Financial Statement for the finan-
cial year ending 31 December 2000 and the documents annexed. Shareholders General meeting
approved the allocation of the Company’s 2000 financial year net profit of ITL 5,063,598,753 as

follows:

- 5% of Net Profit to the legal reserve ITL 253,179,938

- dividend payments to shareholders, in the amount
of ITL 170 for each of the Company’s 16,757,000
outstanding shares, whose holders are entitled to
dividends with full tax credits pursuant to Article 2357
of the Italian Civil Code ITL 2,848,690,000

- to the extraordinary reserve ITL 1,961,728,815

The dividend is payable from 7 June 2001 with a date of record of 4 June 2001.

The full amount of retained earnings carried forward of ITL 9,935,156,261 has been allocated to the

extraordinary reserve.

The consolidated financial statement and the documents annexed have been presented to Share-

holders General meeting
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