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1. Consolidated Financial Statement for Third Quarter ended May 31, 2002.




Report to Bondholders

For the Third Quarter Ended May 31, 2002
July 11, 2002

Sales in the quarter ended May 31, 2002 were $35.9 million, compared to $46.2 million in the
third quarter of fiscal 2001. Earnings before interest, . income taxes, depreciation and
amortization and non-recurring costs (EBITDA) were $4.0 million for the quarter, compared with
$4.9 million in the quarter ended May 31, 2001. Removing the results of the operations of EOC
as described in the following paragraph, sales and EBITDA from the third fiscal quarter of 2001
would have been $33.4 million and $4.1 million, respectively.

On May 31, 2001 the majority of the operations in Europe (operated under the corporate identity
of EOC) were sold to D-M-E, a subsidiary of Milacron Inc. of Cincinnati, Ohio. At May 31, 2002
sale proceeds of $6.5 million are outstanding, of which $5.3 million is under dispute. Further
information on the sale is given in note 3 to the consolidated financial statements. In January
2002, $0.7 million was received from the purchaser in accordance with the holdback provisions
of the sale agreement. Anchor Lamina Inc. maintains its operational presence in Europe
through its steel plate and die set facilities in Chemnitz, Germany. '

The Company has violated certain bank covenants for the quarter ended May 31, 2002.
Negotiations on restructuring the terms of the bank borrowings are ongoing. Further information
on the bank covenant violation is given in note 5 to the consolidated financial statements. At
May 31, 2002 the Company had an available borrowing base under its revolving line of credit of
$23.4 million, and had drawn $13.0 million. As long as the Company is in violation of the
covenants, access to the unused line of credit is subject to the rights of the lenders in
accordance with the bank credit agreement.

On March 15, 2002 the land and buildings in Ludenscheid, Germany were sold for proceeds of
$5.4 million. Further information on the sale is given in note 7 to the consolidated financial
statements. The proceeds have been used to pay down the revolving line of credit but must be
used to repay the outstanding term loan by September 12, 2002 if they have not been used to
purchase replacement assets.

Net loss for the quarter ended May 31, 2002 was $0.3 million, compared with a net loss of $2.4
million for the third quarter of fiscal 2001. The reduced loss in the third quarter of fiscal 2002
was due, in most part, to the increased gain on disposal of capital assets in the third quarter of
fiscal 2002 resulting from the sale of the Ludenscheid land and buildings ($1.4 million after-tax
impact), lower interest costs ($0.5 million after-tax impact), reduced depreciation and
amortization ($0.3 million after-tax impact) and the absence of reorganization costs in the
current quarter (after-tax impact of $0.4 million). Partially offsetting these positive variances
were reduced EBITDA (after-tax impact of $0.6 million) and an increased loss on foreign
exchange on intercompany debt ($0.3 million after-tax impact).

Consolidated gross margins were 28.0% in the third quarter of fiscal 2002, up from 27.5% in the
third quarter of fiscal 2001. Gross margins increased as a result of the sale of the EOC
operations, which had lower margins.

Selling and administrative expenses for the third quarter of fiscal 2002 were $6.0 million versus
$7.8 million in the third quarter of fiscal 2001. The sale of the EOC operations contributed $2.6




‘million to the decrease. Partially offsetting this were higher office and sales salaries of $0.8
million in the remaining businesses.

Sales for the nine months ended May 31, 2002 were $101.5 million, compared with $135.9
million for the same period in fiscal 2001. Fiscal 2002 year to date consolidated EBITDA was
$12.7 million versus $13.8 million in fiscal 2001. Removing the results of the operations of EOC
from fiscal 2001, sales would have been $98.1 million and EBITDA $11.7 million for the nine
- months ended May 31, 2001. Year to date gross margins at May 31, 2002 were $28.8 million

compared with $37.6 million in 2001. With EOC excluded from fiscal 2001, year to date gross
margins would have been $27.4 million. On a similar basis, selling and administrative expenses
would have been $15.7 million in the first nine months of fiscal 2001 compared to the reported
$16.1 million in fiscal 2002.

The year to date net loss at May 31, 2002 was $3.2 million, compared with a net loss of $3.0
million in fiscal 2001. The significant contributors to the slight increase in the net loss were the
after-tax gain recorded last year from the purchase of the company’'s 9.875% subordinated
notes payable. This resulted in an after-tax gain of $3.3 million, net of the write-off of associated
deferred charges. Another factor contributing to the increased net loss was lower EBITDA in
the first three quarters of fiscal 2002 which had an after-tax impact of $0.7 million. Offsetting
these factors were reductions in 2002 in interest expense (after-tax impact of $1.4 million), an
increased gain on disposal of capital assets ($1.1 million after-tax impact), the absence of
reorganization expenses in fiscal 2002 ($0.9 million after-tax impact) and reduced depreciation
and amortization expenses (having a net after-tax impact of $0.7 million) compared to the nine
months ended May 31, 2001.

Certain statements contained in this report may be construed as ‘“forward-looking” statements
within the meaning of the United States federal securities laws and are made in reliance upon
the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. Investors are
cautioned that such statements are only predictions and speak only as of the date of this report.
No assurances can be given that actual results will not differ materially from those projected in
the forward-looking statements contained in this report. Actual results may also differ materially
due to risks and uncertainties which are described in the Company’s Registration Statement on
fForm 20-F, as filed with the Securities and Exchange Commission on February 25, 2002.
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