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Due to the approval of the Annual Business Plan
at the beginning of the fiscal year,

| when compared with previous years' tiends + The | ‘the Company established as! its main strategic
ich. ogether i changes I ifenscompanies robJectrve 'to reach profrtabrlrty levels that legitimately

I

!

|

Iservices but also because it was the indirect cause that
}allowed selling to an important group of clients in the
Iconstruction sector which are currently supplying
}services to mining-related companies +

|

}The other sectors in which the Company operates
ishowed diverse activity + Public investments in

}highways and civil works showed a slight recovery

lof the sector, helped to improve its financial situation

S therey contine with the et upgrading ‘correspond to shareholders, Wrth higher sales

tprocess + Agricultural exports, each time moving

further away from traditional agriclture, cisplayed volumes than previous years, while maintaining our

rmuch dynamism which was accompanied by an ! . o . |

}increasing demand for machinery and equipment + }leader5h|p pOSItIOﬂ N the marketS Where we Operate,

IThe energy sector continued to grow especially in | T . . | .

areas where large projects are located + providing more satisfaction to our clients and

| | . oy .

developing our personnel Wrthrn an appropriate

}construction clients, as well as a significant number of ‘Organlza’[lona| enVIronment
] ed machinery and spare parts sales and services + | _ _
/Liss opposed t?prevrous years there were no majdr i i ‘Every action of the Company was aimed at accomplrsh]ﬁtg this ambitious objective, and the use of modern
| prOJects during this fiscal period that would allow rmanagement tools was adopted to expedite its achievement +
! Ireaching high figures from a single transaction + ! ‘

}In general, the fiscal year sales were a combination of
inew unit sales and our traditional sales to mining and

| !

| . |Therefore, it is gratifying to observe that even in the

During 2004 the

‘ Ll

Company continued

‘absence of major projects, the Company is able to
increasing trend

| , . o | . .

(The first concern has been to increase profitability levels + To that end, continued actions were taken to
‘reorganrze and strengthen the Company's financial srtuatron which has yielded very good results in the last
ryears + As it has been pointed out, the last fiscal year endred with a level of profits, after taxes, 29% higher than

tthe previous year + t

rachreve adequate sale levels if it maintains the loyalty
tS tof its clients in the purchasing of spare parts and

‘servrces as well as in individual machinery sales +

|

}Within this context the strategy developed by the
r|n Sa|eS and prOﬂtS 'F' 1Company during the fiscal period is better explained +

}First it was aimed at increasing its efficiency levels in
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i |
‘ |
‘ |
! |
i |
! |
| |
‘ |
|
|
‘ For the th | rd COI’]SGCU’[IVE lorder to provide a better service to its mining clients + 1
|
|
|
|
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| |
IHowever, this method to measure profitability does not necessarily show how adequate is the use of
}shareholders' assets or resources + Therefore, it is necessary to introduce the concept of added value in order
Ito enhance measuring the shareholders’ profitability + At the same time this allows reinforcing the idea of
}proﬂtability at all Company levels, so that every business }unit can take decisions seeking to increase the return
lon invested capital + |
|

}In spite of the fact that during 2004 international !

ryear Sales exceeded rprices for minerals reached high numbers, the trend :Based on the aforementioned, a financial method known:as EVA [Economic Value Added] has been adopted +
‘ of large mining companies to reduce their costs and IThis measure allows determining to what extent are proﬂ‘ts earned by each business unit greater than the cost
U S$ 2 50 mi | | IOﬂ d nd |f nncrease the efficiency of their operations was jof capital, including the shareholders’ capital + This is done through periodic evaluations of the operating profits

strengthened by applying pressure on suppliers of
lsales Of |tS afﬂ“ate QFVISa rgoods and services who participate in their
| loroductive activities + In the cases where the

‘ .
}are |nC|Uded, the } }Company was providing services under agreements, it

thas had to assume certain risks transferred by the

}and, simultaneously, of the financial resources invested i‘n assets being used + The first results achieved after
1applying this method have been quite positive; it is expegted that decision-taking be continuously improved in
‘order to obtain larger profitability rates + }

! O ‘ tA second aspect of the objective was to increase sales by taking care of client needs + By the end of the fiscal
}amount reaChed WI ” }be iclient + On the other hand, it had to improve its ‘year sales rose by 14% as compared to the previous year‘+ These results helped to maintain and even increase,
! e | ‘technrcal structure by hiring a large number of rrn some cases, market leadership + To guarantee the continuity of this effort aimed at improving sales efficiency
}US$ 266 m|”|0n + professronals from abroad and by adapting its and increasing our client's satisfaction, the CRM [Customer Relationship Management] method has been

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, oo e s Y B R o T T e
Tsupport structare” “for ~ mining~ operations  +

iPI’OfitS rose by 290/0 from Srmultaneously the Company continued with its

lon-going improvement, especially by using the

i’[hOSe aCh|eved |n }Six Sigma method and reorganizing its workshops
ithe 2003 flscal year i rto simplify the integration of processes +

must render higher sales + ‘
r |

‘A third aspect of the strategic objective was to deve}op personnel within an appropriate organizational
renvrronment + To this end, a Performance Management Program, among others, has been started which will
lallow creating a vision line to focus employees in actrvrtrés that will help the Company achieve its objectives +
|Career lines will be established for each employee encouragrng an environment that will maintain high levels
lof motivation, performance and development both at a Personal and at a professional level, all of which will

;strengthen the organizational culture + |
| |

!
| iThe other element of the strategy was aimed at
IFinancial indicators show a high level of consolidation }maintaining and increasing competitiveness in

jof the Company situation which continued to reduce  jcommercial areas + To maintain a leading position in

‘rts liabilities, while increasing its stockholders” equity + }the market the Company is forced to permanently

‘Although its competitors were commercially  jlook for ways to keep improving customer service, }These three management tools are employed in additidn to the Six Sigma method generally used in the
laggressive, its leading position built up in most of the  'without neglecting the quality of the equipments + In
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‘ t ICompany, for the continuous improvement of processes + The net financial profit of the 19 evaluated projects
}market it serves + this regard, the Company has been able to maintain } }during the fiscal year borders US$ 1 million + There ar‘e 63 projects which include those which have been
|
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| ‘rts privileged position given the aggressive presence Ifinished, those being implemented and the new ones + |
}The economic environment had a very favorable rof its competitors, and even to increase it in ‘
tbehavior + The period was characterized by an ‘transactrons where it was not traditionally present +
}economic growth at very important rates and above ‘Thrs was the case of underground mining machinery
1all by the high level of prices of raw materials that twhere it has reached a leading position with 46% of
lwere reached, minerals in particular, which resulted in ‘the market share +

ithe maintenance of a sustainable demand +

|

N . .
iIn this context mining, both open-pit and underground

[
[
[
[
}mining, was the most important economic sector for }
ithe Company, not only for its demand of goods and |
| |
| |
! |
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! \to be successfully launched + Caterpillar has recently
} ‘began to operate in this line of products through the
r Ipurchasing of the Elphinstone plant and trademark
} }from Australia + The product has had a great
| Iresponse which has allowed the Company to take the
} }position as one of the biggest suppliers in this market
| Iwith a 46% share in 2004 + Given the significant
} volume of importations for this equipment, the
| rDipIomatic Representation of Australia in Per( has
} granted the Didgeridoo Award to the Company for
| rrts important contribution to the trading activities
|
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}wrth said country +

|

‘As a supplemental product for the mining line, the
rCompany has been selling Ingersoll Rand drills for
\several years + During the fiscal year, this line of
‘products was purchased around the world by Atlas
ICopco which gave way to the creation of the Atlas
}Copco Drilling Solutions unit + Ferreyros S.A.A. has
thad the satisfaction to be ratified as the trademark
}distributor for Pertl + Its presence in the market during
Irecent years represents around 85% +

|

}The need to service and maintain large mining trucks,
imachinery and equipment which is sold by the
‘Company every year has continually increased in the
rspare parts sales and services division under different
}modalmes, including comprehensive contracts +
|Statistics show that the growth rate of these sales
}during recent years is related to the increase in sale
jof machine and equipment from previous years,

:revealing a healthy business trend +

] ‘The _used-machinery _line had_ a _very _goaod
performance during the last fiscal period + The
!
! 1 }advantage of a change in the market trends, where
|
‘ ]
‘ln the 2004 fISC8| yeal’, Iserve medium term contracts + It has extended its
}activity into international markets, not only for supply
}demand for this kind of equipment has created an
rof products represented  fmerestng dien portlo +
1920/0 Of tOta| Sa|eS rFor the engine sector, the Company maintained a
ipower-generation fields + As to the fishing industry
lsector, an important part of the vessel-upgrading
robtarned from the sale of
}presence in the supply of engines for non-industrial
rSpare pal’ts and SerV|FeS + ifishing vessels was maintained + In the energy sector,
| . |
}The CAT ||ne prOdUCt;S }continued to be served with several portable
lencapsulated units + These units can be carried on
I W | Ipublic or private networks at low installation costs +
‘h|gh perCentages } }On the other hand during 2004, the first high-
Thus, at the begrnnrng of
|
the year, the Company
| . .
from the Latin America
‘ [l .
Caterpillar commercial

| rCompany has continued to grow in this sector taking
;small and medium contractors need equipment to
|
rthe Ca'[erpI”ar ||ne } Iservices but for transactions abroad as well + The
|
|
!
[ }market share of 50%, both for marine use and
rrncludrng revenues |
imarket was attracted + In addition, an active
Ithe requirements of mining and petroleum markets
1 | i |
‘have COﬂtInUOUS|y y@ld@d ;their own platforms and interconnected with users’
| Itechnology Caterpillar gas generator with a potency
of the market share +
| .
received an award
| .
;representatrve +

|
IThe significant sales turnover of spare parts achieved
}is mainly due to repairs at the Component Repair
ICenter [CRC] that serves programs established with

:mining companies + In total, more than 987 major

rln general, in the earth-moving equipment category,

}the Company reached a market share of 58% of

lunits, according to the Customs statistics + The  icomponents were repaired including engines,

}construction market showed an important demand }transmissions, converters, etc +

ifor used machinery for clients operating in the large- |

‘scale mining industry + }For the fourth consecutive year, the CRC obtained
1"World Class” Certification from Caterpillar after a

‘In addition to the large presence of trucks and earth- }quality auditing of its repair processes +

rmovrng equipment in the large-scale mining industry

‘Where Caterpillar continues to hold a privileged ‘In order to obtain better results with non-mining

rposrtron underground mining equipment continued rclrents Client Support Agreements were promoted +

|

|

|

‘avarlabrlrty, reduce maintenance costs due to the decreage of emergency srtuatrons increase client loyalty and

}enhance its market share + }
rln order to comply with the service quality offered to cIien‘ts, the Company continued its investment program to
}supply workshops with the necessary equipment, which in‘Fluded, this year, the construction of a new oil-analysis
llab and the purchase of modern equipment to increase hoth the speed and quality of interpretations + At the
}same time, a comprehensive method for the use of barcoqes was established to enable and expedite spare parts
imanagement at the warehouse of the Distribution Centeriin Lima + The use of these barcodes will be gradually
}implemented in other locations + On the other hand, the i}mprovements attained in the spare parts stock control
thave been acknowledged by Caterpillar + The Company's spare parts stock has enabled to directly and
}immediately serve 93% of client requirements; the remairwing 7% is served within 3 to 15 days +
| |
‘erewrse it is worth mentioning the important effort made by the Company in training issues + First, during
r2004 19 graduates from the Think Big Program were |‘ncorporated into Ferreyros personnel + This program
lis sponsored by Ferreyros and Caterpillar, and offers a tWo -year formal training program to young technicians
lwrth the collaboration of Tecsup + Secondly, and in order to comply with current and future commitments for
Ithe servicing of Caterpillar units, the Company carried out different training programs for skilled personnel +
}For a better execution of said programs, the Company ha# started the construction of the Abilities and Skills
IDevelopment Center that will allow having a permanent infrastructure for training purposes + Finally, the
}Company has maintained an investment program in orber to supply equipment to workshops and training
imaterial for skilled personnel + |
| |

,,,,,,,,, lm the agricultural business, sales increased 23.50% as;q‘zmpared with the previous year, in spite of floads and
frost in Puno, and the drought in Northern Per(i which cor*‘rspired against the regular performance of agricultural
jcampaigns, lowering sowing and production + This was compensated by a large migration of rice farmers to the
}Central Amazon Jungle, and by the on-going boom of the d‘gro-exporting sector, giving rise to the aforementioned
isignificant growth + The commercial effort made by the Company, within a context of greater activity of its
‘competrtors was supported by a program of activities sporisored by the main factories it represents + Technicians
rand experts from Massey Ferguson tractors and harves#ers Zaccaria mills, Tatu, Jacto, Fiansa and Nogueira
ragrrcultural tools, Comil silos and dryers, had an active partticipation in field trips, meetings and technical lectures
‘and seminars for farmers and specially, for agro- exporters that worked with the Company + Sale of Massey

IFerguson tractors and harvesters maintained market leadership with 65% and 35% respectively +
| |

| |
IWith regard to the automotive business, truck sales in the country had a significant increase as compared with
}2003 + This market has recovered levels registered in 199}7 due to the renewal of units by formal transportation
icompanies with fleets and to the fact that used truck impartation is still suspended +
| |

:However, the inland transportation sector crisis continuerj due to the excess number of units and the existing
linformal activities + Low freights rates were maintained) except for large and formal companies with insured
freights + The Company represents Kenworth brand in its B5 category with trucks of more than 16 gross tons
}having achieved sales 16.60% higher than those of 2003‘3 +

|
IWith regard to the other large market, i.e. dump trucks for construction, which represents the principal reason
! ) 2 |

jof the Company's presence in this business, foreseen sales levels have not been reached because of the lack of
\publrc works and limitations in the products we offer + THe Company is revising its strategy in this segment and
has simultaneously started a process of business reorgarrrzatron in order to continue with cost reduction and

rsale increase + [
\

}In order to increase |ts sales, the Company engaged in ﬁhe trading of alternative spare parts of lower cost +
it also started importing spare parts for European trucks, which performance will be showed in 2005 +

| |

:The Company'’s branches located in 13 different cities of} Per(i continued to support, in a very significant way,
Idifferent line sales in almost all the country + This guararrteed a coverage that few companies in our business
ican achieve + An important sales turnover of used machinery and equipment, agricultural machinery and spare
Iparts of different brands was obtained by these branches}+ On the other hand, workshops all over the country
iprovide a valuable support to machinery sales + Branches;with greater activity were those related to the mining
‘sector like Cajamarca, Arequipa, Trujillo, Huaraz and Hua‘ncayo + The Piura branch stood out for its service to
‘petroleum field + ‘

| |

}In the field of commercial publicity, the Company concenﬁrated its budgeted resources to promote and market
Idifferent training programs, participating in fairs and sponsoring special events in order to reach its clients
}directly + Among them, the participation of an importadt number of clients in the Minexpo World Fair, as
rwell as the remarkable participation of Caterpillar has to be pointed out + At a national level, an intense
Iprogram with clients was carried out which included coutses, exhibitions, seminars and participation in fairs +
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As in previous years,f

an important

laspect in the increase
‘of the profitability !

‘obtamed has been the
‘reductlon of certain
:non-operating expen‘ges,
‘specmcally financial
‘expenses -
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} These expenses showed a decrease of S/. ‘5 1 million,

} \due to a lower debt ratio + Thus, the trend shown since

| }the year 2000 has continued, and from then lon financial
777777777777 r 0 Te@@sfeﬁéve’@c’reésédﬁ&mmﬂ9.6rﬁillbﬁt6 Usy —

| }16.5 million in 2001, to US$ 12.1 million in 2002, to

1 :US$ 9.1 million in 2003, and $ 8.5 million in 2004 +
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:The increase of interest rates did not have a strong
}impact on the Company's results, due to the
ireduction of its liabilities and, in a smaller measure,
lto the existence of medium-term operations with

I, S '
iinterest rates fixed in low rates scenarios +

|

}The Company's liabilities decreased from US$ 158
Imillion at the end of 2003 to US$ 136 million as at
}December 2004 + Another US$ 5 million in
Isecuritization bonds paid along the year should be
}added to this decrease + Thus, at the end of 2004
ithere were only securitization bonds issued by
}Ferreyros for US$ 4 million, which will be paid off in
1September 2005 + At the end of the year the debt to
‘equny ratio was 1.53 to 1, meeting the Company’s
untenﬂon of maintaining it below 2 + For the year
‘2005 investments plans in workshops, data
‘processmg systems and inventories of protection
lcomponents for the mining fleet could slightly raise

L
this indicator +

|

}A first element of the financial strategy was to increase
}the Company’s capital market share as a source of
ifunds + For this purpose, issues were made within a
}new registered program + Supported by the market's
1acceptance of Ferreyros S.A.A. financial instruments,
‘the Company placed in July, Series A of the First Issue
\of the Program, and in November, Series B of the same
‘lssue each for the amount of US$ 7.5 million + Both
‘serles were issued for a 3 year-term and the principal
lwould be paid at the end of said period-term + The
jrates for each issue were 6.4375% and 6%
;respectively + Thus, the Company has been able to fix
;an interest rate for a significant part of its liability at
llevels prospectively lower than those to be offered by
imarkets in future years + As a result of these
Iplacements, the Company closed with a current
}amount of bond issues of US$ 45 million, as opposed
Ito the highest amount registered in recent years
}equivalent to US$ 30 million + The Company did not
lissue commercial papers, in spite of having a registered
}program, due to the fact that its short-term needs were

icovered by its suppliers and bank credit lines +
|

|
E T PerT A second aspect _of the strategy far _obtaining
resources was to maintain an important debt level

jwith Caterpillar and its financial arm Caterpillar
}Financial Services under a 6 month-term stock
/funding, and with medium-term financing operations,

‘respectively +

\In addition to the foregoing, the Company continued
‘recelvmg support from the local financial system that
lincreased credit lines granted to the Company under
‘dn‘ferent modalities to finance short-term working
:cap|ta| and imports, bonds and guaranties +

}On the other hand, the Company continued reducing
}its long-term assets for the year for an amount
\equivalent to US$ 16.5 million + It successfully
placed used units in the market + These used units
\came from its rental fleet as well as credit
‘transacnons and improved its efficiency in the
‘management of the stock of spare parts with a
}constant turnover of 4.1 + For its part, account
ireceivables showed a slight increase because the new
Iportfolio generated by medium-term financing was

}kept by the Company and it was not securitisized +
|

}Since the market requires direct financing from the

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, L

Tsupplleﬁor the purchase of machinery and equipment
‘at medium-term, the Company continued offering
Icredits for periods no longer than three years + For
}spare parts sale, services and rentals, the Company
}grants to its clients 30 and 60 day-credits +

lln both cases a significant improvement was achieved
}as to delinquent accounts receivable as well as the
iturnover of portfolio collection +

|

}The bad debt portfolio reached a delinquency rate of
}6% for credits of more than 30 days, and 2.6% for
icredits of more than 90 days + The average accounts
}receivable turnover is 47 days +

|

ITwenty five percent [25%)] of the sale of machinery
}and equipment stock was financed, due to the
Igranting of alternative funds by financial entities and
‘by Caterpillar Financial, and to the cash purchases
Imade by clients, especially those from the large-scale
}mining market +

\

}Provisions for bad debts made by the Company
iduring 2004 rose to US$ 4.2 million, reaching a total
|

\coverage of accounts receivable under Bankruptcy Proceédmgs with the National Institute for the Defense of
‘Competmon and the Protection of Intellectual Property [INDECOPI] +

| |

‘The strengthening of the Company’s financial structure ahd the maintenance of its profitability levels gave rise
\to an increase in Ferreyros share price, which changed from an average price of S/. 1.03 in January to S/. 1.53
‘|n December +

1Throughout the fiscal year, the affiliates had a positive
‘performance supplementing ‘the operations of the
‘parent company and using in many cases the synergy
produced + The six affiliates reached total sales of

S/. 144.4 million and contribluted to the Company's
‘pI’OfI’[S with S/. 10.3 million +

;0rwsa ‘

IWith headquarters in Iquitos and 31 years in business,}has maintained its leadership as the first dealer of
icapital goods in the Peruvian Amazon Jungle Region + It mainly serves markets such as: forestry, petroleum,
‘agnculture inland waterway transportation + In 2004 |*t invoiced US$ 17 million mainly due to major sales
‘m the petroleum sector, to the revival of agricultural actmnty in the Department of San Martin, and to a boost
\of projects resulting from new lines for the wood sector + Counts with branch offices in Tarapoto and
Pucallpa in order to develop maintenance projects in ihe petroleum market, the Company established its

\afﬂhate Orvisa Servicios Técnicos SAC +
\

|

|
| |
IUnimaq [
| \

|
1An affiliate operating in the marketing of light equipmentifor the mining, construction and industry fields, in the
sale of spare parts and supply of workshop services, yie}lded revenues of S/. 36.5 million and a net profit of

1S/. 1.1 million during the fiscal year +
!

|
(Fiansa
|

\ " . . . y | . . .

(An affiliate with main headquarters in Trujillo, has become an important metal-mechanic machine shop
Icomplementing Ferreyros S.A.A. operations + During ‘2004, and in spite of the difficulties of the sector, it
jcontinued to expand its operations working in the construction and large-scale mining markets + It ended the
\year with sales in the range of S/. 15.1 million without obtammg profits due to a project that rendered more
‘expenses than expected + ‘

| |

'Motorindustria }

}An affiliate engaged in the recovery of parts for Ferreyrbs workshops, through metal-mechanic and machine
1shop processes, and in the repair of hydraulic components and field services for large-scale mining clients + Its
sales reached S/. 27.5 million which meant an increase oﬂ 19% as compared to the results of the previous fiscal
Iyear + It had a significant growth of 48% in the business of hydraulic recoveries through sales under the flat
}rate system + It maintained the same net profit level of 1‘3% from the previous fiscal year +

|

|
‘Depésitos Efe :

‘A company offering warehousing and bonded customs Warehouse services, continued to expand its clients base
‘|n order to diversify its market, traditionally focused in Ferreyros S.A.A. + During 2004 it yielded revenues for
:S/ 1.7 million and a net profit of S/. 344,000 +

|

|
| |
iDomingo Rodas |
| \

|
1An affiliate which, thanks to the effort of its technicians, avercame different crisis arising from last year's natural

}phenomenon + With headquarters in Tumbes, it is engagéd in the breeding and exportation of shrimps + It was
lestablished during the time Ferreyros penetrated the export market to obtain the foreign currency needed for
}machinery imports + In 2004 the company recovered its production and exportation levels and closed the year
with a level of net sales of S/. 7.8 million and net profits of /. 420,000 +
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wThe Company has been
‘play|ng a very active roIe
in the promotion of
‘corporate governance
concepts + |

|
|

\In 2002, it participated, through Procapiteles, in the
}preparation of a statement, issued by the Peruvian
1Securities and Exchange Commission [CONA‘\SEV] along
}vvith other entities and public and private entities and
\associations, on the convenience of 'companies
}adopting corporate governance principles # In 2003,
;together with a small number of companiés, accepted
\the invitation of the Stock Exchange tto provide
linformation on the level of compliance of the
laforementioned governance principles, which can be

'found in the web site of said entity + ‘

}The Board of Directors recognizes the importance of

1adhering to this statement, and it is of the opinion
}that, throughout its corporate existence, the Company
thas conducted itself under ethical principles, which
}are now embraced by the corporate governance
jconcept + Respect for the rights of shareholders and
}their fair treatment, clearly defined duties for the
\Board of Directors and the Management, and
‘transparent and timely presentation of information
‘relevant to the market, are all practices which the

ICompany has assumed for a very long time +
!

|
IConsistent with these principles, the Company has
}been adopting some supplementary rules in order to
ithoroughly meet the statement, and to continue

\being known, within the community, as a company

ithat fully complies with the principles of good
}corporate governance +

|
}The evaluation made by the Company on the degree

jof compliance of these principles, according to

}CONASEV requirements, is shown in Exhibit 3 of this
jAnnual Report +
|
|

|
Social Responsibility

As in the case of
corporate governance
principles, the |
‘Company has managed
‘to maintain social
responsibility +

}In 1997 it established the Ferreyros Foundation,
Itoday the Ferreyros Association, which continued
}operating during the 2004 fiscal year developing
leducational activities that started in 1998 and were
}focused mainly on young undergraduates who were

labout to finish their professional education +
\

ILchpnseslwofJelds ofaction: _ _ _ _ _ _ __ ___ __ 1
Corporate Governance
|
| s

|
(First, it sponsors the Annual Student Conference :
}organized by the Peruvian Institute of Business }
jAdministration [IPAE] + During the course of its tenth |
}year, this 2004 conference gathered around 500 }
\young people from most universities + They reflected |
\and discussed the main problems of the country and !
their possible solutions + The Association was in }
Icharge of the organization and direction of 20 work |
}groups + }
| |
The other field of action is the organization of |
iworkshops for undergraduates + Using an interactive |
}method these workshops encourage the reflection on }
ithe role of professionals in society + |
| |
:During 2004, 33 workshops were performed with an :
}attendance of almost 1000 undergraduates from 25 }
juniversities in 12 cities + The goal of the Association |
‘for 2005 is to increase the number of workshops to ‘
160 + }
| |
}During 2004, the Association launched its web site in }
lorder to maintain a communication channel between 1

|

'the Association and workshop attendees +

S A SR e S L

|

‘Accordlng to all the |nformat|on available, we can
‘conclude that the national etonomy must

‘grow between 4% and 5% in 2005, regardless
‘of the political situation +

‘Under these considerations, it is reasonable to expect a ‘good behavior of the Company since, as it has been
‘pomted out repeatedly, it has been strengthening its f|nanC|a| structure, improving its organization, increasing
‘the efficiency of its processes and reaching its clientele i |n a more direct way + Therefore, its leading position
lmust be strengthened + 1
:However, there are major challenges + Ferreyros S.A.l‘\. has to keep applying its best effort in order to be
}acknowledged as a worldwide company in the mining i}ndustry + The quality of its services must attain the
lundisputed recognition of its clientele for the excellence achieved + Non-mining clients are to consider it as a
}supplier of comprehensive solutions when machinery abd equipment are required + Employees must fully
lidentify with the Company's objectives in a context of harmonious and motivating organizational environment
:+ Shareholders are entitled to receive a return on their ijvestment in accord with their expectations +

| Achievements allow a level of confidence which encourades overcoming these challenges + During its 82 years
jof existence, the Company has had a history of efforts and success + It has shown an incredible capability to
‘overcome crisis + The Company is on its way to the excellence +

‘Upon concluding this introduction to its third period, the‘ Board of Directors wishes to thank the shareholders
‘for their trust, acknowledge the clients for having hono[ed the Company with their preference and show its
;appreuanon to the suppliers and personnel for their supnort during its management +

}We are pleased to submit to the shareholders the detailﬂ‘ of the overall information and operations, as well as
}the analysis and discussion of the financial statementﬁ, pursuant to the provisions of Resolution 141.98
IEF/94.10, issued, to this effect, by the Peruvian Securities and Exchange Commission [CONASEV] for the
:presentation of the Annual Reports + The Statement of} Liability prescribed by these regulations is attached
thereto + |

| |

| |
| |

Statement ot Responsibility
|

}This document contains true and sufficient information redarding the business development of Ferreyros S.A.A.
\dunng the year 2004 + The undersigned are responsible fdr any damages that may arise due to a lack of truth or
nnsufﬁclent information hereof, within the scope of their dqnes according to the provisions of the Civil Code +

‘Oscar Espinosa Bedoya Hugo Sorhmerkamp Molinari
}l\/lanaging Director ‘Central Manager for the Management and
| @ata Processing Systems
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|
lThe name of the Company is Ferreyro§ Sociedad
}Anénima Abierta or Ferreyros S.A.A. + Its principal
iplace of business is located at Avenida Industrial 675,
IProvince and Department of Lima + Its} telephone
inumber is 336 7070 and fax number is 3‘36 6713 +

}Ferreyros S.A.A. was incorporated by aL notarially
irecorded instrument dated September }14, 1922,
}executed before Agustin Rivero y Hurtado, Esq.
iNotary Public in and for Lima, under the #rade name
}of Enrique Ferreyros y Compafiia Saciedad en
jComandita [a limited partnership] and E{Ied under
IEntry 1, Page 299, Volume 15 of the Registry of
}Companies in and for Lima + Enrique Ferreyros y
ICompafia Sociedad en Comandita was dissolved as
}evidenced in Entry 10, Page 296, and Volume 30 of
:the Registry of Companies in and for Limg +
|

}S.A. which took over the assets and assumed the
liabilities of Enrique Ferreyros Sociedad en
}Comandita, was executed by a notarially recorded
linstrument dated September 21, 1931 before Agustin
}Rivero y Hurtado, Esq. Notary Public in and for Lima,
filed under Entry 1, Page 457, Volume 31 of the
}Registry of Companies in and for Lima + The change
jof name to Enrique Ferreyros S.A. was executed by
Inotarially recorded instrument dated November 23,
}1981 before Jorge Eduardo Orihuela Iberico, Esq.
INotary Public in and for Lima and filed under Entry
}213, Page 599, Volume 410 of the Registry of

ICompanies in and for Lima +
|

:The Company was renamed Ferreyros S.A. by a
}notarially recorded instrument dated May 6, 1996
ibefore Jorge Eduardo Orihuela Iberico, Esq. Notary
}Public in and for Lima and filed under Entry 2-B, Card
1117502 of the Book of Legal Entities + The present
}name of Ferreyros S.A.A. was adopted by resolution
jof the Shareholders’ Meeting held on March 24,
11998, filed on Card 11007355 of the Registry of

}Companies in and for Lima +

Purpose and Line of Business

|
}According to its Bylaws, the purpose of Ferreyros is
Ito engage in the purchase and sale of local and
}foreign goods and products, the import and export of
Igoods and articles in general, the provisions of
}services, as well as the transaction of investments and
icommissions dealing +

|

:The Company may also participate in any and all acts
}and enter into any and all contracts provided by law
and conducive to their execution or that are
}convenient to its corporate interests, including the
jincorporation of companies and the purchase of
}shares of stock and/or share interests of corporations
jeither by direct purchase or by any other means or by

Iparticipating in increases of capital +
|

}The Company has perpetual existence and its line of
}business is classified under Group 5150, Class 51 of
ithe United Nations International Standard Industrial
:CIassiﬁcation [1SIC] +

Name and Principal Place of Business | NE—mmb————
Historical Profile

}Enrique Ferreyros y Cia. was founded in 1922 on
ithe initiative of Enrique Ferreyros Ayulo and three
Ipartners who, with a small amount of capital,
}engaged in the trading of commodities in Lima + In
11942, Ferreyros obtained the representation of

}CaterpillarTractor, which meant an overall change in

Incorporation and Registration the Company’s outlook + As from 1965, the
| }company’s decentralization began, setting up offices

lin the provinces as well as several affiliates + In
}1971, Ferreyros was registered in the Lima Stock
IExchange +

|

:At the end of the 80’s, Ferreyros disengaged itself
}from the commodities business in order to
jconcentrate its efforts on the capital goods business
}in the 90's + Thus, during the first few years of this
jdecade it assumed new representations to
Icomplement the Caterpillar line and to improve its
}coverage of the mining, agriculture and
Itransportation sectors + By 1994, the Company

}initiated the rental of heavy equipment and the sale

}customers + Simultaneously, the Company began to
Iprepare itself to face the challenge that the large-
}scale mining sector would represent, after the onset
jof the privatization process and the entry of new
}agents into the Peruvian economy + Since 1995,
ithe  Company has been making important
}investments in this direction to improve the
iinfrastructure of its offices and workshops and to
:train its service personnel to meet the Maintenance
;and Repair Contracts [MARC] for large machinery

:ﬂeets +

|
IThe purpose of the Company is to serve customers
}from all sectors of the economy and therefore during
ithe last few years it has created business units to

}serve the market for small and medium-size
iconstructors and fishermen +

|
1In response to past growth and that to be produced

}in the future, in 1997 the company successfully issued

jand placed shares in the local and international

}markets, thereby a US$ 22 million increase in its
istockholders’ equity was made possible +
\
\

|

| |
}Ferreyros S.A.A. does not form part of any economié group whatsoever + The Company, for the better
Idevelopment of its duties and in order to comply with its statutory rules and regulations, has purchased or
lestablished a series of subsidiaries as detailed below +

Capitalstock
] !
\ |
| |
}As at December 31, 2004, the capital stock was represer‘ﬁted by 218 million common shares with a face value
jof S/. 1.10 each, fully subscribed and paid-up, of which 86.96% are held by local investors and 13.04% by

}foreign investors + }

| |
lThe shareholders who hold 5% or more in the capital stqck are:
|

|
}Shareholder

|
|
1 % Citizenship

In - Cartadm [AFP Integra] [ 13.15 Peruvian
}NV - Cartadm [AFP Union Vida] 1 10.87 Peruvian
ILa Positiva Seguros y Reaseguros S.A. \ 10.16 Peruvian
:HO - Cartadm [AFP Horizonte] ! 8.85 Peruvian

S Harseshoe Bay Limited _ _ _ _ _ _ _ _ _ ____ _ Lo 646 _ _ _ ____ _ Fareign _ __

| }PR - Cartadm [AFP Profuturo] j 6.45 Peruvian

} iCorporacién Cervesur S.A.A. | 5.02 Peruvian
| |

| : :

} }Voting shares are classified as follows: }

} | |

| | |

! Holding Number of Shareholders,  Number of Shares Share %

: ILess than 1% 7451 29,772,459 13.66

! Between 1% and 5% 9 55,334,246 25.38

} IBetween 5% and 10% 4 58,380,952 26.78

| More than 10% 3, 74,512,343 34.18

| Total 761i 218,000,000 100.00

\

| | |

| | |

| | |

| | |

| | |

| | |

| | |

| | |

| | |

| | |

| | |

| | |

| | |

| | |

| | |

Lo s



\S|tuat|on was reflected in the global importation
‘ﬂgures of capital goods which presented an average
lannual upward trend of 21.5% during said years +
}The slowing-down of the economy during 1998 to
12001 had negative repercussions on the import of
}these goods + During 2004, this activity reached
levels prior to 1998 + Ferreyros S.A.A. has been the
}Ieading importer of capital goods according to
1Customs statistics for the last few years, during which

}period it has been ranked as holding between the

d
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}December 2004 it held the first place + Given the
imedium-term perspectives for development in the
‘econom|c sectors and the fact that machinery comes
n‘rom abroad, capital goods imports should increase
\dunng the next few years, based on the economy's
development +

|

|

Genera

2 |

:Competltors

}Few markets can show such a variety of machines
tand equipment as the Peruvian market, offered by a

}Iarge number of suppliers + Given the wide range of

C o ACTVIT lines which Ferreyros is able to provide, it competes
with many of these suppliers who represent an ample
‘ ivariety of trademarks for the different sectors +
|

|
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\ . i
| ffirst and fourth positions + From January to
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\

;In earth-moving equipment its main competitors are

| | }Komatsu, Volvo, Hyundai and Case +

\Ferreyros, recognized as the principal distributor of

Icapital goods in Perd, directs its products to a tln diesel engines, it mainly competes with Detroit

‘d|ver5|ﬂed range of economic sectors, such as mining, D|ese| Cummins FG, Wilson and Volvo + In heavy

tconstructlon agriculture, energy, flghlng and tdlesel engines, it competes with Wartsila and Man,

transportatlon + It has been the exclusive distributor }and in gas engines with Wartsila and Waukesha +

:of Caterpillar in Pert since 1942 + } :
|

Several manufacturers of generic spare parts for
\|I’1 addition to the Caterpillar machinery ahd engines,  ICaterpillar machinery exist so that small segments of
'Ferreyros markets a wide range of equ|pment

‘ }the market can be supplied +

lincluding Atlas Copco and Drilling Soluhons drills,

}Ingersoll Rand compressors, Massey| Ferguson }In the agricultural tractor line, the main competitors
tractors, the Kenworth line of heavy trucks, and are John Deere and Ford New Holland +
}machinery for the agricultural industry such as }

1Zaccaria mills + The Company is by far the leader in  |In portable air compressors, our Ingersoll Rand
Ithe market for the majority of the products it offers + }machines compete with Sullair and Atlas Copco, and

}Its highest sales percentage is repreésented by in rock drilling for mining activities with Sandvik
\Dnlltech Reeddrill, P&H and Bucyrus Erie + The

\Caterplllar reaching approximately 91.8%jin the year
Caterplllar Elphinstone low profile loaders compete

2004 + }
\ tagamst Atlas Copco Wagner and Sandvik Tamrock +
‘The Company owns the Iargest network of

General Information

:Mercedes Benz and Fre|ghtl|ner, in a market vvhere

IScania and International also compete +
|

‘machmery and equipment and a highly qualified
igroup of technicians, as it believes that its continuous
}success in heavy machinery and equipment sales will
jcontinue to depend on product quality and post-sale

}service +

:In almost all these lines the good quality of the
‘products that Ferreyros distributes, the high-quality
tafter sales service, the wide network of branch offices
}and the considerable volume of spare parts have
jearned the preference of the clients so almost all
‘products sold by Ferreyros are leaders in their

‘respectwe markets +

|
}General Outlook for Key Economic Sectors
jin Pert

]
}l\/larketing capital goods in Per( largely depends on
Ithe growth level of the Peruvian economy, particularly |
}in sectors such as mining, construction, fisheries, }
lagriculture, transportation and energy where the |
}Ferreyros products are sold + Furthermore, the }
limportation of capital goods is essential for the |
development of any industrial sector, taking into |
laccount the important role played by technology |
'which is used to attain levels of competitiveness and }
|
|
|
|
|
|
|
|
|

lefﬂciency required by the market +
|

| : . .
|The sustainable growth, especially of the construction
‘and mining sectors during the five years prior to

998 encouraged the purchase of machinery + This

|
Financial Performance
\

| |

}For the third consecutive year, the Company improved its }results thanks to the stability of its sales turnover and
Ithe decrease in certain non-operating expenses, specifically financial expenses and the positive results due to
}inﬂation exposure + Thus, at year 2004 closing, the net pt‘ofit amounted to S/. 27.5 million compared to the net
iprofit of the previous year's closing of S/. 21.3 million + |
| |
}Financial expenses decreased in S/. 5 million, in spite of thd fact that at the beginning of the first half of year 2004
there was a trend to increase international interest rates} + This trend is expected to continue during 2005 +
1The three and six-month LIBOR which at the beginning of January 2004 were 1.15% and 1.22%, increased to
12.56% and 2.78% by the end of December + The increase of interest rates did not affect the Company's results,
idue to the reduction of its liabilities [US$ 222 million approximately] and, at a lower scale, because of the

‘existence of medium-term operations with fixed interest tates when this rates had not increased yet +

\Th|s trend in the decrease of these financial expenses bepan in the year 2000 when it reached the amount of
‘US$ 19.6 million + Since that year, this amount has been dropping to US$ 16.5 million in 2001, to US$ 12.1
imillion in 2002, to US$ 9.1 million in 2003 and to US$ 8.1 million in 2004 +

! !

lln the last year, the Company's liability decreased from U‘$$ 158 million by the end of 2003 to US$ 136 million
}as at December 2004 + On the other hand, outstanding securitization bonds also decreased during the last
ifiscal period in US$ 5 million due to some redemptions + Thus, at the end of 2004 there were only securitization
}bonds for US$ 4 million, which will be paid off in Septerdber 2005 + At the end of the year the debt to equity
iratio_was_1.53 to_1, meeting the_ management objective of maintaining_it_below_2 + For year 2005, the _
linvestment plans in infrastructure and the data processnﬁg systems and inventories of protection components

ifor the mining fleet will slightly raise this indicator + |
|

|
;Fmanqal Sources ;

| |

}A first aspect of the financial strategy was to increase thé use of the capital market as a financial source + For
Ithis purpose, issues were made in March 2004 in the amount of US$ 50 million as part of a new registered
}program according to the Resolution of the Shareholders’ Meetlng held on year 2003 + Within this program the
Ifirst two bond issues were registered in April 2004, eachtof them for the amount of US$ 15 million, for 3 and
}4 year-term respectively + Supported by the market's accdptance of Ferreyros S.A.A. financial instruments, the
ICompany placed in July, Series A of the First Issue of the Rrogram, and in November, Series B of the same issue,
}each for the amount of US$ 7.5 million, upon which the ﬁirst Issue registered run out + Both series were issued
ifor a 3 year-term and the principal would be paid at the end of said period-term + The rates for each issue were
}6.4375% and 6% respectively + Thus, the Company has'been able to fix an interest rate for a significant part
of its liability at levels prospectively lower than those to he offered by markets in future years + As a result of
}these placements, the Company closed with a current ambunt of bonds issues of US$ 45 million, as opposed to

. . . . I .
ithe highest amount registered in recent years equivalent to US$ 30 million +

| |
}In December 2004 and as part of the program, the Third} and Fourth Issues were registered for the amount of
}US$ 35 million each, for five and three year-terms respettively, and with different redemption and repayment
iprograms + Therefore, the Company has three issues registered to be used when deemed convenient according
:to its financial needs and market conditions + :
| |

IThe Company did not carry out commercial paper issues, in spite of having a registered program since year

‘2003 due to the fact that its short term needs were covered by its suppliers and bank credit Iines + However

vvhen needed + ‘

\ |

}Finally, with respect to the issue of securitization bonds, the Company did not make any new issue, instead, it
iclosed a monthly redeemable securitization bond during the first half of the year + By the 2004 closing, only
lone outstanding securitization bond will remain in the atnount of US$ 4 million that will expire in September
\2005 + \

| |

}A second aspect of the strategy for obtaining resources}was to continue using its suppliers as an important
‘f|nanC|a| source for its stock purchases, having Caterp|llat as a remarkable example + Additionally, the finance
‘I|ne granted by Caterpillar Financial Services continued |n force for an amount of US$ 60 million, which was
Irenewed by the end of the year + Although during the year no new transactions were performed using said
finance line, it will allow financing the investments to bg made during 2005 for the increase and renewal of
tcertain assets such as the rental fleet and the protection tcomponents for the mining fleet +

| |
IThe local financial system continued granting its support to the Company and increased the amount of the credit
}Iines granted under different modalities such as the finan#ing of short-term working capital, imports, bonds and
Iguaranties + [
\ \

tThe current ratio improved throughout 2004, going fromt .43 in December 2003 to 1.49 in December 2004 +
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tand 1% for more than 90 days + On the other hand,
‘accounts receivable turnover reached an average of
147 days +

!

|

|

|

|

|

|

|

|

| |
IThe Company directly financed 25% of its sales of |
}stock of machinery and equipment + The balance was }
Ipurchased on a cash basis, or financed by financial |
‘entities or by Caterpillar Financial + }
| |
}Provisions for bad debts made by the Company }
1during 2004 amounted to US$ 4.2 million, achieving |
la total coverage of clients” account receivables under }
|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

:Bankruptcy Proceedings with INDECOPI +
|

}Concerning new investments, during 2004 the
ICompany continued making improvements to its
‘facrlrtres in order to increase the quality of its services
toffer clients + The total amount of investments,
}including those to the information and communication
Isystems, amounted to US$ 2.2 million as oppose to
US$ 08 million invested in 2003 +

|
‘On average, at the end of the fiscal year the cash

|Letters of Guarantee and Surety Bonds
| 1
: r
‘As at December 31, 2004, the Company nas granted
ras mortgage, properties totaling US$ 25 million,
}chattel mortgages over the rental fleet for a total of
jUS$ 5.1 million, pledges and warrants over'inventories
;worth US$ 2.4 million, a guaranty against accounts
receivable for US$ 0.6 million and a guarantee against
tbank collection drafts for the amount qf US$ 0.2
‘mrllron + It is the policy of the Company to issue
rguarantles for medium-term operatron§ + These
‘guarantees have been issued only for financing
rtransactrons that are 3 to 7.5 year term + Chattel
mortgages pledges and guarantees against
rlnventorres rental fleet assets and‘ accounts
‘recervable correspond to financing transractrons for
rthe same units + Mortgages have been testablrshed
‘for a 7.5-year financing transaction + |

|
r
}In addition, the Company has granted surerty bonds to
\its subsidiaries and to third parties for US$ 5 million
tand US$ 4.1 million, respectively, and bank letters of
guaranty in favor of financial institutions, 'worth US$
t3 3 million + The total amount of surety bonds and

Ietters of guarantees represents 13. 98% of its

rbalangeirepresented one week’s worth of expenses + _ _ _ _ _ A ________
‘The Company's current account is in US Dollars to
rtakes care of its obligations and operating expenses,
‘predomrnantly in that currency + For payments in
rlocal currency, daily sales of foreign currency are

}conducted in the spot market +

|
tlnvestments in Corporate Shares

——

I

IThe Company's assets should account for a share in
}its capital stock of six subsidiaries + As of December
131, 2004, it holds the following share:
|

rSubsidiary
Orvisa S.A.
(Fiansa S.A.
}Depésitos Efe S.A.
Motorindustria S.A.
‘Domrngo Rodas S.A.
rUnrmaq S.A.

|

10rvisa S.A.
I0rvisa, incorporated in 1973, is one of the Company’s
}subsidiaries which carries out operations in Iquitos,
ITarapoto, Pucallpa, Bagua Chica and Nueva
‘Cajamarca cities located in the Peruvian Amazon
rJungIe Region™ + Ofvisa offers the same lme of ~—~~~ 71~~~ "~~~ "~~~ """ 77 -

Iproducts as Ferreyros and is the leader in the

99.90%
99.00%
99.87%
99.98%
100.00%
99.99%

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
Share r
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

‘Maln Assets

imarket for the three product lines and the greatest

rThe Company's assets decreased in a total of US$ 16
}million + It has successfully decreased its stock level
iduring the year due to the placement of used units in
}the market from both its rental fleet and its credit
itransactions + The management of the spare parts
:stock continued to be efficient and reached a
jturnover of 4.1 + For its part, accounts receivable
tshowed a slight increase because the new portfolio
‘generated by medium-term financing was kept by the

}Company and it was not securitisized +

rSince the market requires direct financing from the
}supplier for the purchase of machinery and equipment
lat medium-term, the Company continued offering
}credits for periods no longer than three years + For
rspare parts sale, services and rentals, the Company
granted its clients 30 and 60 day-credits + In both
rcases a remarkable improvement was achieved as
'to the delinquent accounts receivable + The

}delinquency rate for more than 30 days was 3%

‘demand in the Region for agricultural machinery,
rmanne engines and forestry equipment +

|

(I . . .

;Since it is located in the Jungle Region, Orvisa currently
lenjoys certain tax and customs tariff advantages which

| . L .
;allow it to be more competitive in terms of prices +

|

In the year 2004 Orvisa produced revenues of
IS/. 55.1 million and a net profit of S/. 5.0 million +

!

rFiansa S.A.
}Fiansa is a subsidiary incorporated in 1968 and its
Iplace of business is in the City of Trujillo + Its original
}activity was the manufacturing and sell agricultural
itools, industrial tools and electrical panels, which
‘represent a small portion of its current production +
rIn recent years, it has engaged in metal engineering
lworks, assembly and electrical installations +

|

tln the year 2004 Fiansa produced revenues of

rS/ 15.1 million and a net loss of S/. 0.016 million +

| |
| |
| |
IDepositos Efe S.A. Cro T T T T T T T T T e e
}Depésitos Efe is a subsidiary incorporated in 1983 + It}is engaged in providing simple storage services and

Ibonded customs warehousing + |
| |

| |
lIn the year 2004, Depdsitos Efe rendered revenues for S/i 1.7 million and a net income of S/. 0.35 million +
| |

| |
IMotorindustria S.A. |

}l\/lotorindustria SA is a subsidiary incorporated in 1987 +} It was originally engaged in the production of motor
ivehicles as well as in the sale of spare parts and services + In 1995, the Shareholders’ Meeting resolved to
'temporarily suspend its activities, entrusting its management since 1995, to Ferreyros + On July 1, 1998, the
iShareholders’ Meeting approved its reactivation; and at present its main activity is providing machinery services
}for the recovery of machine components + Its business is \)ery much related to the Ferreyros Component Repair
jCenter [CRC] + |

| |

}In the year 2004, Motorindustria rendered revenues am(‘punting to S/. 27.4 million and a net profit of S/. 3.4

Imillion + [
r r

| |
IDomingo Rodas S.A. [

}Domingo Rodas SA is a subsidiary incorporated in 1979 and its place of business is in the City of Tumbes + Its
Imain line of business is the cultivation, breeding, extraction, industrialization and marketing of shrimp +
| |

| |
1In the year 2004 Domingo Rodas rendered revenues of SA 7.8 million and a net profit of S/. 0.4 million + Upon
lits incorporation, this Company was part of a diversificati‘bn strategy aimed at export trade, due to the existing
,,,,,,,,, ineed at the time ta create foreign currency + Taday: this has lost its meaning since the Company is concentrating. — _ -
}on the capital goods business and, therefore, its existence within the organization is under review +
| |
'Unimaq S.A. !
;Unimaq is a company incorporated in February 1999 + It mainly participates in the marketing of light equipment
‘for the mining and construction industries and industry |n‘genera| and is engaged in the sale of spare parts and
rsupply of workshop services as well + r
| |
[In the year 2004 it rendered revenues for S/. 36.0 million} and a net profit of /. 1.1 million +
| |
| |
\Other Investments r
/In addition, Ferreyros has a share of 13.79% in La Positiva Seguros y Reaseguros SA, a corporation duly
‘organrzed and existing in Pert in 1937, mainly offering ||fe and property and casualty insurance +
| |
[Infrastructure j
|
}The main properties of the Company are the land and bildings where the administrative offices, warehouses,

) - r
irepair workshops, exhibition halls and stock rooms are located +

| |
}Ferreyros' head office in Lima, with branch offices in the}cities of Piura, Chiclayo, Cajamarca, Trujillo, Chimbote,
IHuaraz, Arequipa, Cusco and Huancayo, which are built on premises owned by the Company + The Company

}also has a branch in Ica, which operates in rented ofﬁces}+




}The features of the bonds, as described in the issuance abreement and information prospect, are as follows:

| | |
| | |
| | | |
*********** 7 | | |
;'g 2 ; ’| 6 17 ‘ | | Stock Exchange Issues
| | | | |
GO ! ! ! ! ! !
} c "(-E : } } } }At the end of the year 2004, the Company had listed sh%res and corporate bonds and short-term instruments
1Q = } \ | | lin the Public Stock Exchange Registry + |
Q) | | | | |
= ! ! ! ! ! !
G Q- ! | | | \Common Shares \
| E o } | | | | \
| | | | |
| S \ | | | iThe Company's capital stock is made up of 218,000,000 outstanding common shares with a face value of
‘h_ : } } } ‘S/ .10 each + The opening price was S/. 0.76 and the ¢|05|ng price was S/. 1.90, reaching a high of S/. 1
S ! | | | \ln December and a low of /. 0.76 in January + The average share price in the year 2003 was S/. 1.39 +
[ ! \ \ \ \
|
TU \ : 1 1 ‘l\/lonthly average share price during the year 2004 is shoyved in Exhibit 1 +
e | | | | | !
|
g ! | | } ‘Corporate Bonds ;
(D) } \ \ \ \ \
O | } } } }The Ferreyros Bonds-Fourth Issue were registered by CQNASEV Resolution 056-2002-EF/94.11 +
‘ [ [ [
\ [ [ [
| | |
| | |
| | |
| | |
| | |
| | |
| | |

}Instrument | Ferreyros Bonds - Fourth Issue

Class Registered and indivisible and listed at CAVALI ICLV SA

o . _____________ o _______ Registeredamount _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ L US$ 30 million. _
! Facevalue | 055 1,000 ez

| } |Series | One or more

} | }Term 1 Three years

iThe Company has taken part in ceftain legal |Interests payment schedule | quarterly in arrears

|

}proceedings arising during the normal, course of
\business, none of which may, |nd|\/|dually or
\collectlvely, be considered important + ‘It must be
pointed out, however, that as at the end of the fiscal
\year the Company was involved in a US$ 2.0 million
‘cla|m in a trial seeking indemnity for tort ||ab|||ty filed
tby third parties + The Company's m#nagement
:based on the advice of its legal counsels, considers
ithat the complaint will not be admitted ahd that the
}final result will favor the Company + }
|

}On the other hand, at the end of 2003, the Company
thas the following fiscal contingencies: :

! |

}a] Judgment for fines in the amount of 5/.'2.3 million

}Redemption 100% of the principal upon three-year term maturity

I
|
|
}In August 2002, Series A for US$ 15 million was placed, és follows:
| |
|
|
|
I
|
\
|
|

|

US$ 15 million
August 29, 2002
August 29, 2005
7.5% nominal per year, with a 360-day base year

\
IAmount issued

|
|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

\ :Date of issue
} \Maturity date
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

}Interest rate

:In April 2003, Series B for US$ 10 million was placed, as :follows:
\ \

\
\

Ilincluding interests] for tax purportedly unpaid on the |Amount issued US$ 10 million
}lncome tax adjustment for year 2000 pending
\process before the Tax Court + ‘ \Maturlty date April 7, 2006

Interest rate 6.25% nominal per year, with a 360-day base year

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Lo ‘ .

[
\
\
\
\
\
\
\
\
\
\
|
\
\
\
|
\
\
\
|
\
\
\ [
|
| |
1 }Date of issue } April 7, 2003
|
| l
| |
: \b] Tax assessments claims in the amou‘nt of $/. 4 [
| ‘m||||on lincluding fines and interests] for |ncome Tax !
””””””” }’ T T T T T T T T T T T 7T 77 Tand Value Added Tax, pending Ju‘dgmenT before the
|
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
[
|
\
\

:Peruwan Tax Authority [SUNAT] + ‘

‘In opinion of tax advisors, such tax assessments are }Amount issued US$ 5 million
\ungrounded and the final outcome should be
}favorable to the Company + ‘Matunty date July 25, 2006

‘Interest rate 4.5% nominal per year, with a 360-day base year

|
|
|

Date of issue \ July 25, 2003
|
|

| |
\

\ \
| |

| |

| |

| |

| |

| |

| |

| |

| |

| |

| |

| |

! ! ‘By CONASEV Resolution 028-2004/94.11, the First Program of The Ferreyros Corporate Bonds was registered
} } ‘for a total outstanding amount of US$ 50 million or its eguwalent in Nuevos Soles +

| | | |

} } [First and Second Issues of the First Program of The Ferreyros Corporate Bonds were registered in April 2004 +
| | IThe features of each of them are as follows: |

| | |

| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |

|
|
}Instrument 1 Corporate Bonds — First Issue of the First Program
1Class Registered and indivisible and listed at CAVALI ICLV SA
Registered amount ! US$ 15 million
Face value ; US$ 1,000 each
ISeries ‘ One or more
| Term ; Three years
\

‘Interests payment schedule Quarterly in arrears
‘Redemptlon 1100% of the principal upon three-year term maturit




|
lInstrument

| |
lIn November 2004, B Series for US$ 7.5 million was placed, as follows:
| |

| |
‘Relatlonshlp between directors and executive ofﬂcers

\There is no relationship between directors and executive officers +
\

\Relatlonshlp between directors and majorlty\ shareholders, listing directors considered

|
| |
S WV j‘ ’| 8 I Corporate Bonds - Second Issue of the First Program ! Management
== ‘ 19 Class Régistered and indivisible and listed at CAVALI ICLV SA | _ |
| (O 9 ! IRegistered amount | US$ 15 million \ \ \
= "r'c' | 'Face value } US$ 1,000 each } 'Board of Directors }
1Q = ! ISeries ! One or more | | |
}'q: <)) } }Term 1 Four years } }The Board of Directors consists of: }
G - \ IInterests payment schedule | Quarterly in arrears | | |
} e o } 'Redemption 100% of the principal upon four - year term maturity } } }
| S ! | | | |Carlos Ferreyros Aspillaga | Chairman
‘LE } } } } 'Eduardo Montero Aramburt ] Vice-Chairman
= [ I July 2004, Series A for US$ 7.5 million was placed, as follows: | Luis Moreyra Ferreyros | Director
: } } } } }Juan Manuel Pefia Roca 1 Director
(¢} | | | | 1Carlos Mufioz Torcello | Director
E } IAmount issued ! US$ 7.5 million } Uorge Picasso Salinas ! Director
c | Date of issue } July 13, 2004 | ‘Andreas Von Wedemeyer Knigge } Director
(D) } 1Maturity date ! July 13, 2007 1 }05car Espinosa Bedoya 1 Managing Director
@) | [Interest rate 6.4375% nominal per year, with a 360-day base year | | |
‘ [ [
\ [ [
|
|
|
|
|
|
|

iThe monthly prices of The Ferreyros Bonds - Fourth Issue‘ and First Issue of the First Program of The Ferreyros
ICorporate Bonds in the year 2004 are shown in Exhibit 3‘ +

;Short - Term Instruments

|
|
|
|
|
|
|
|
|
|
|
|
|
} ‘Amount issued US$ 7.5 million ‘lndependent
| Dateofissue _ _ _ _ ________ ————— Al ____ November 15,2004 _ _ _ _ _ o ___ i Carlos Ferreyros Aspillaga, Oscar Espinosa Bedoya, Juan dvlanueL Pefia Roca and Andreas Von Wedemeyer are. _ _
} lMaturlty date | j November 15, 2007 } | Idirectors of La Positiva, Compafiia de Seguros y Reasegurbs and shareholders of Ferreyros S.A.A., with a share
| Interest rate 1 | 6.00% nominal per year, with a 360-day base year | } jof more than 5% + |
| | ‘ | | ‘ | |
1 ‘ ! 1 1 ! JOscar Espinosa Bedoya, Juan Manuel Pefia Roca and Andr}eas Von Wedemeyer Knigge are directors of Profuturo,
} ‘In December 2004 the Third and Fourth ‘ssue of the F|r_‘*,t Program of The Ferreyros Corporate Bonds were } } ‘that manages one of the pension funds owning more than 5% of the shares of Ferreyros S.A.A. +
| ‘reglstered as follows: ‘ | | ‘
! ! } ! ! } \Andreas Von Wedemeyer is director of Corporacion Cervesur a shareholder holding 5% of the shares of
} } ! } } ! Ferreyros + ‘
! lInstrument 1 | Corporate Bonds - Third Issue of the First Program | } \ \
} 'Class \ Registered and indivisible and listed at CAVALI ICLV SA } \ Eduardo Montero Aramburd, Carlos Mufioz Torcello anff Jorge Picasso Salinas are considered independent
! IRegistered amount 1 | US$ 35 million | } \dlrectors because they do not have any relationship nelther with the management nor with the principal
} lFace value | | US$ 1,000 each } | shareholders + ‘
[ 1Series ‘ [ One or more [ \ [
} ITerm | ! Five years } } ‘Speaal bodies conformed and established within' the Board of Directors
| \Interests payment schedule 1 } Quarterly in arrears | } The Board of Directors has two committees: \
} }Redemption | ‘ The bonds will be repaid in 16 quarterly } | } }
| | ‘ |nsta||ments of the same amount as from the second year | } 1General Management Committee and Auditing and Human Resources Committee + The General Management
} } | } } | ICommittee replaces the Board of Directors Committee etablished in July 1993 + Its main duty is to act as a
| | : | | : jconsulting entity to the General Manager's Office on {he general management of the Company, and the
} llnstrument | | Corporate Bonds - Fourth Issue of the First Program } | }supervision according to the instructions of the Board of }Directors +
| (Class ] Reglstered and indivisible and listed at CAVALI ICLV SA | } | |
\ IRegistered amount | US$ 35 million \ | IThe Auditing and Human Resources Committee has two main duties: The first one is to supervise the integrity
} 'Face value ! } US$ 1,000 each } ! }of the accounting systems and to analyze the external }auditors’ opinion on the financial statements + The
: }Series ; : One or more : } \second is to provide advice to the General Manager in adopting general human resources policies +
Term ‘ | Three years ‘
| TInterests payment schedule™ ~ — ~ ~ — i “Quarterlyinarrears” — — T e b \Ea*nTommﬁfe consists of a minimum of three d‘reftc?rf one of which should be an independent director, as — ~
'Redemption 1}00% of the principal upon three - year term maturity ‘prowded for in Principle V, Point e.1 of the corporate g¢vemance principles for Peruvian corporations + The

1Chairman of the Board of Directors and the General Manager are members of both committees + Committee

‘meetlngs are convened by the Chairman of the Board pf Directors as many times as its members consider

mecessary and under the approval of the Board of Directars at the beginning of every budget period +

\
|
|
|
|
|
|
|
|
|
|
|
|

}Upon the expiration of the First Program of Commerci.‘al Papers in January 2003, by CONASEV Resolution }

1083-2003-EF/94.11 dated October 22, 2003, the Ferreyros Second Program of Short-Term Instruments was !

}registered in the Public Stock Exchange Registry for a méximum outstanding amount of US$ 30 million, or its }

:equivalent in Nuevos Soles + At the end of 2004 no issut‘e whatsoever was registered under this Program + :

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|




|

|

| |

}The following persons are the Executive Staff of the ComFany:
|

,,,,,, A -
rc - ‘ 2 O 21
= r r
e O | | |
} c "r'c' 1 10scar Espinosa Bedoya 1 Managing Director
QO = [ IGustavo Moreno Barrera * [ Operations Central Manager
= U } Hugo Sommerkamp Molinari Central Manager for the Management and Data Processing Systems
G - r 1José Miguel Salazar I Mining Division Manager Up to October 31, 2004
} E o } } Central Managdr for Customer Service and Commercial Development
Fu-
| ! | | as from November 1, 2004
‘L|9 } lLarry Gregory j Mining Division Manager, since November 1, 2004
i = [ Mariela Garcia de Fabbri ** | Finance Division Manager
‘_ } Victor Astete Palma ! Manager of the Comptroller Division
(¢} | /Andrés Gagliardi Wakeham } Human Resources Division Manager
E } IRaul Vasquez Erquicio ‘ Internal Auditing Division Manager
Pt | Luis Bracamonte Loayza Branches, Agriculture and Automotive Division Manager
() } 1José Lopez Rey Sanchez | Product Support Division Manager
(&) | 'Rail Alfaro Vives } Division Manager for the Sale of Machinery,
| |
| r

Engines and Equipment as from October 1, 2004

*

|
Gustavo Moreno, Eng., retired on December 31, after B8 years with the Company + The Board of Directors
acknowledged his service to the Company + ** As from January 1, Mariela Garcia de Fabbri has been promoted

as Deputy General Manager + She substitutes Patricia Gastelumendi de Olcese as Finance Division Manager +

;Head Officers’ Professional Career

|
|
I
|
I
r \ ‘ r
. |
|Oscar Espinosa Bedoya | ‘

;He has held the position of General Manager of Ferrey‘ros S.A.A. since 1983 + He began working with the
}Company in 1981 + Previously, he was G}eneral Manager and Chairman of Finance Development Corporation
|[COFIDE], Executive Director of the World ‘Bank Executive Chairman of Banco Internacional del Perd and other
‘flnandal entities + He is a civil engineer [Natlonal Unrverﬂlty of Engineering, Lima] with postgraduate studies in
‘economlcs finance and business admlnlstratlon [North Carollna State College, Raleigh NC, Harvard University,
ICambridge, MA, University of Piura, era]‘ + He is the only officer related to the majority shareholder, because
‘he is director of La Positiva Compafiia de SEguros y Reaseduros + He holds 10.6% of Ferreyros S.A.A. shares +
r |

‘Gustavo Moreno Barrera 1 ‘

He held different positions in marketrng, service and sales area before holding the position of Caterpillar
}Machrnery and Engine Division Manager in 1990 + As from December 31, 1998, he was promoted to the post
1of Operations Central Manager + After 3$ years of servige to the Company he has decided to retire, however,
}he will be a commercial advisor to the Company + He is a graduate in mechanical and electrical engineering of
ithe National University of Engineering and has partrcrpated in different courses and seminars organized by
‘Caterp|||ar + r ‘
|
r |
'Hugo Sommerkamp Molinari } r

}Hugo Sommerkamp holds the position of Central l\/lanader for the Management Control and Data Processing
\Systems since July 1, 2001 + Formerly, he had been the Administration and Finance Central Manager since
‘December 1998 and the Finance Divisioh Manager srn;e March 1996, date when he returned to work at
rFerreyros + Between 1985 and 1990 he held the position of Comptroller General in the subsidiaries of the
Ferreyros Group + Between 1990 and ‘ 996 he Workdd in Paraguay as Flnandal Director for the drfferent

‘the Peruvran Catholrc University, with advanced courses |h audrtrng and flnance, both in Perti and abroad +
r r
‘Jose Migquel Salazar ‘

He held the position of Mining Division Manager uprto October 31, 2004 + Since 1996 and until his
}lncorporatron in the Company in January 2001 he held tﬁre position of General Manager of Matreq Ferreyros
1SA, the exclusive distributor of Caterpillar in Bolivia and a subsidiary of Ferreyros up to 2003 + From 1969 to
}1990 he worked with Ferreyros in different positions i‘h the marketing and administration areas + He was
idesignated as Finance Division Manager in 1988 + Fragm 1990 to 1995, he held similar positions in other
‘companres of the sector + He has participated in drfferent courses in the country as well as in seminars
rorganrzed by Caterpillar + He holds the position of Central Manager for Customer Service and Commercial
:Development as from November 1, 2004 + :
rLarry C. Gregory r

}He holds the position of Mining Division Manager sinde December 1, 2004 + Before his incorporation to
IFerreyros he worked for more than 18 years with Caterpillar + He had been Mining Commercial Manager for
}Western Canada & Pacific Northwest during the last fivd years + From 1997 to 1999 he held the position of
IMarketing, Spare Parts and Services Manager at Caterpillar Americas + He held different positions as Sales
}Representative of Caterpillar in Chile, Texas and Ohio +}He has a Bachelor Degree in Sciences and a Master
iDegree in Engineering and Forestry Management +

| |
| |
IMariela Garcia de Fabbri e
}She became part of the Company in 1988 and after holdi‘ng different positions in the finance area, she held the
Iposition of Treasury Manager until June 2001, when she was promoted to the position of Finance Division
}l\/lanager + As from January 1, 2005 she holds the positio}n of Deputy General Manager + She is member of the
IBoard of Directors of the Peruvian Institute of Business Administration and Chairwoman of the Board of
}Directors of Procapitales Association + She has been the researcher and a member of the editorial committee
1of publications of the Consortium La Moneda + She holds a degree in Economics from the University of the
\Pacific + ‘

r |

Victor Astete Palma !

Victor Astete has worked in Ferreyros since 1977 and holds the position of Manager of the Comptroller
IDivision since 1996 + Formerly, he worked in the acco}untrng, budget, accounting advisory and investment
jcomptroller departments + He is a Certified Public Accountant graduated from the San Marcos National

}University and has attended several advanced courses bo‘rrh in Perti and abroad +

| |
IAndrés Gagliardi Wakeham \

}He holds the position of Human Resources Division Manaber since 1986 + He has 32 years experience and has
theld similar positions in other renowned companies + He has a Bachelor's Degree in Industrial Relations from the
}San Martin de Porres University and has attended several }courses, seminars and congresses on the specialty +

| |

‘Raul Vasquez Erquicio ‘

Ralil Vasquez has been the Internal Audit Division l\/Ianager since 1978 + Formerly, he was Administration and
'Finance Manager at Cia. Pesquera Estrella del Perti and Audrt Department Manager at Arthur Andersen & Co + He
thas a Bachelor's Degree in Economics and Business and as a Certified Public Accountant from the San Marcos _
}Natronal University + }

| |

ILuis Bracamonte Loayza !

He holds the position of Branches, Agriculture and Automtive Division Manager + Luis Bracamonte has worked
‘|n Ferreyros for 25 years and has held different posrtrons in the management and branches, as well as in the
rcredrt and collection departments + He pursued studies i |nr Business Administration at the University of Lima and
;postgraduate courses at the Graduate Business School [E;SAN] and at INCAE Business School of Costa Rica +

| |
IJosé Lopez Rey Sanchez r

}José Lopez has held the position of Spare Parts and Servi‘ge Division Manager since 1999 + He has worked for
ithe Company for 18 years + Previously he was the Servige Manager from 1994 to 1998 + He is a graduate in
}mechanical engineering from the National University of Efgineering + He has pursued courses in administration

r
1and management accounting at the Graduate Business School [ESAN] +
r r

| |
Raul Alfaro Vives |

'Raul Alfaro Vives holds the position of Division Manager}for the Sale of Machinery, Engines and Equipment as

:from October 2004 + He is the former Machinery and Equipment Manager + He has been in Ferreyros for 10
}years in the machine sales and rental areas + He is a praduate in Mechanical Engineering of the Peruvian
|Catholic University + He has a Master Degree in Business Administration awarded by the Graduate Business

}School [ESAN] + [




| | | | |
| | | | |
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} c "r'c' 1 }Aspects concerning the management of the Company’s p%rsonnel are the responsibility of the Human Resource }The most important variations in the Company's ﬂnanc‘al statements as at December 31, 2004 and 2003 are ﬁ)resented below + To this effect, some figures have
Q = \ IDivision Management + At the end of 2004, the Company had 1,259 employees both in its main and provincial Ibeen reclassified in the profit and loss statement shown herein below, to include direct sales orders in net sales and cost of sales +
= Y } 'branch offices + ‘ ‘ ‘ ‘
c 2 | | | 'Balance Sheet | |
| | | IBalance Shee | |
} g o } }Personnel changes in the last two years were as follows:} }[In million of constant Nuevos Soles] } }
[ \ [ [ [ [ [
2 | | | | | |
= I | | Variation | | | Variation
: } 1 20041 2003 2002 2004/2003 2003/2002 } 1 31-12-04 31-1 2-031 Amount %
| (O ! | | | | |
| E | (Permanent | Assets | |
| = \ (Executives 34, 33 28 1 5 |Current assets | |
'@ } ITechnical Personnel 443 376 342 67 34 ICash and Deposits ! 24.0 37.11 1341 -35.3
(G) ‘ [Employees and Sales Representatives 141] 143 135 -2 8 Trade Accounts Receivable } 106.6 774, 29.2 37.7
\ ! IWorkers 6411 592 565 49 27 I0ther Accounts Receivable \ 60.7 83.4i -22.7 -27.2
} | 'Sub-total 1259 1144 1070 115 74 'Stock } 204.1 210.0 -5.9 -2.8
| ITemporary Staff 511 25 28 26 -3 IPrepaid Expenses | 2.2 2.4 -0.2 -8.3
} Total 1310, 1169 1098 141 71 Total Current Assets } 397.6 4103 -12.7 -3.1
| | | | | |
| | | Long-term trade accounts receivable | 28.7 38.2, 9.5 -24.9
! 1The waorkplace atmasphere in Ferreyros is harmanious + Employees identify with the Company's objectives +_ _ _ _ _ I e N L
} }Company—employee relations are good and no strike or important controversy has occurred + The Employees’ }Deferred income tax and profit sharing j 7.1 6 21 0.9 14.5
| 1Union, which existed for many years, wag dissolved in 1993 + The Workers' Union-Lima is composed of 101 | ‘ | |
} }affiliated members, and the new Yanacacha Workers' L}Jnion-Yanacocha consists of a total of 61 affiliated }Investments in securities | 1 93.7 106.61 -12.9 -12.1
| ‘members + : | | : | |
} } | } }Plant, machinery and equipment | : 216.0 238.8: -22.8 9.5
| ;The Company continues to maintain social welfare and housing programs for the benefit of its workers and | ‘ | |
; :employees + } ; JOther assets } : 0.6 0.6: 0.0 0.0
| |
| | | | Total assets } | 743.7 800.7 -57.0 -7.1
| | | | | | | |
| | | | | | | |
| | | | Liabilities and stockholders’ equity | |
\ \ } \ \Current liabilities } \ |
} } ! } Overdrafts and Bank Loans ! } 20.2 27.5, -7.3 -26.5
‘ ‘ } ‘ | Current Part of Long-Term Liabilitie ‘ 74.1 20,6, 53.5 259.7
} } | } }Trade Accounts Payable | } 134.2 203.9} -69.7 -34.2
| | : | |Other Accounts Payable : | 38.2 34.9, 33 9.5
} } : } } : 1 266.7 286.91 -20.1 -1.0
| | | | | |
| | i | Long-term liabiltes i | 179.8 2341, 543 232
| | | | | |
| | } | ITotal liabilities | | 446.5 521.0 -74.5 -14.3
| | | | | | | |
| | | | | | | |
} } | } Deferred income L 1 4.0 48, -0.8 -16.7
\ \
'Stockholders” equity |
IEquity 251.6 241.3) 10.3 4.3
'Revaluation Surplus 10.3 10.9 -0.6 -5.5
iLegal Reserve 35 1.4 2.1 150.0
}Accumulated Results 27.8 21.3} 6.5 30.5
| 293.2 274.9 18.3 6.7
| |
}Total liabilities and stockholders’ equity 743.7 800.7} -57.0 -7.41




;

Operations

\m|ll|on rise due to profits from subsidiaries accounted
‘usmg the equity method; iii] S/. 3.3 million rise
Ibecause of the purchase of shares of a subsidiary
}held by other subsidiary; iv] S/. 2.0 million drop due
Ito the loss of value of an investment made in a non
}subsidiary company; and v] S/. 1.3 million in other

Idecreases +
|

24 2

ion an

rmat

|
IFixed assets net decline in the amount of S/. 220.8

}million, as evidenced by the following transactions: a]

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
: 1S/. 14.6 million rise because of purchase of new units
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

In

}to renew old rental fleet; ii] S/. 10.9 million increase
ibecause of transfer of fixed assets components to
}stock; iii] S/. 2.0 million rise due to the purchase of
\protection components; iv] S/. 23.8 million drop
\because of transfer of fixed assets rental equipment
‘to stock; v] S/. 32.0 million decline because of an
lupward trend in accumulated depreciation; and
}vi] S/. 5.5 million increase because of other fixed

lassets acquisition +
|

|

Genera

2 |

[Total liabilities as at December 31, 2004, amounted
‘to S/.446.5 million as compared to S/. 52| million as
‘at December 31, 2003, equivalent to a decrease of
\S/ 74.5 million + On the other hand, Total Assets as
\at December 31, 2004 amounted to S/. 746 5 million
las compared to S/. 800.7 million as at Degember 31,

‘2003 equivalent to a drop of S/. 54.2 million + The
\most important variations of the asseﬁ accounts
}supporting this decreasing trend are as fo}llows:

|
}A rise of Trade Accounts Receivable [with current

1and long-term expiration dates] of S/. 1?.7 million,
}due to the following transactions: i] S/. 24.5 million
irise due to higher sales; ii] /. 8.9 milliob- increase
}because of the recovery of portfolio pledged as
jcollateral guarantees for trust assets; f{ii] S/. 2.2
}million upward trend due to portfolio assigned by a
;subsidiary; iv] S/. 11.9 million drop for cdllections to
Isubsidiaries; v] S/. 1.8 million reduction due to a net
}increase of allowance for doubtful accounts; and

\vi] S/. 2.2 million drop for a rise in deferred} interests +
\

itrend due to payments to loans granted to
}subsidiaries; ii] S/. 8.9 million drop because of
itransfer portfolio pledged as collateral guarantee to
}trust assets to Trade Accounts Receivable; iii] S/. 1.0
idecrease because of a collection of taxes paid in
}excess to the Peruvian Tax Authority [SUNAT]; iv]
1S/, 2.4 million drop due to an augmentation in the
lallowance for doubtful accounts; and v] S/. 2.7

}million in other drops +

ifollowing transactions: i] /. 10.9 reduction due to
}transfer of stock components to fixed assets; ii] S/. 18.4
imillion net decrease for sales made during the period;
}iii] S/. 23.8 million drop for transfer of fixed assets
irental equipment to stock; and iv] /. 0.4 million in

lother decreases +

|
}A downward trend in Investments in Securities

ffor S/. 13.0 million, explained by the following
‘transacnons i] S/. 23.7 million drop because of the
‘settlement of an investment in trust assets; ii] S/. 10.7

!
!
!
!
!
!
!
!
!
|
!
!
!
|
!
!
!

A stock decrease of S/. 5.9 million, due to the |
!
!
!
!
!
|
!
!
!
|
!
!
!
!
!
!
!
!

|

Liquidity of the Company
\ \

\ \ \

}The current ratio as at December 31, 2004 is 1.49, highe}r than the current ratio of 1.43 as at December 31, 2003}+

\ \ \

}The financial leverage ratio as at December 31, 2004 is 1}.38, lower than that estimated as at December 31, 2003 }that was 1.75 +

Operating Results Analysis
|

|
|
}Profit and Loss Statement

\
| |
| |
| |

o | |

([In million of constant Nuevos Soles] | |
| |
| |
| |
| |
I I

2004 2003 Variation
Amount, % Amount, % %
| |
Net Sales 832.1 100.0 728.5, 100.0 14.2
1Cost of Sales 653.9 78.6 556.71 76.4 17.5
'Profit from Sales 178.2, 214 171.8 236 3.7
| | |
\Other Operating Income ! 3.3 0.5
aGross Profit. P 1782 214 1750, 240 1.8
[ ‘ [ [
|
'Selling Expenses and Administratioh Overheads  152.2, 183 129.0 177 18.0
|Operating Profits } 26.0' 3.1 46.1 6.3 -43.6
| | | |
‘Other Income [Expenses] } [ [
' Financial Income | 19.7, 24 16.0, 2.2 23.1
\ Financial Expenses | -28.01 -3.4 -33.11 -4.5 -15.4
' Share in Subsidiaries’ Profits ! 10.7, 13 7.3 1.0 46.6
\ Result due to Inflation Exposure } 17.9 2.2 (ARl 1.5 61.3
| Miscellaneous, Net | -2.5 03 -12.5, 1.7 -80.0
[ | 17.8 2.1 -11.2 -1.5 -258.9
\ ‘ \ \
| |
\Profit Before Profit Sharing and Income Tax 43.8 5.3 34.9 4.8 25.5
\Profit Sharing | 3.5 0.4 3.1, 0.4 12.9
|Profit Before Taxes 40.3 4.8 31.8 4.4 26.7
| \ \
lIncome Tax 127, 1.5 10,5 1.4 21.0
'Net Profit 27.6 3.3 21.3 2.9 29.6




|
[
|
Net Sales 1
[

|
|
*********** a | r
E 2 ; 26 27 1 Selllng Expenses and Administration Overheads‘ ‘
| (O 9 ! IThe inventory and direct sales orders of the Company in the years 2004 and 2003 in million of constant Nuevos t tIn 2004, selling expenses and administration overheads amounted to S/. 152.2 million, as compared to S/. 129
} c "r'c' 1 }Soles, are as follows: } } ‘mrllron of the previous period, representing an upward trLend of 18.0%, owed mainly to: i] An increase in the
QO = t | | r Ipersonnel salaries to compensate the purchasing power of the Peruvian currency due to the inflation during the
= U } } } } five years previous to 2003 + During this period salaries, remained frozen; ii] hiring of highly qualified foreign
G Q- ! | 2004 2003 Variation % | Ipersonnel in order to provide to clients, especially to those of the large-scale mining, a post selling service that
} & o } } } } meets world quality standards; iii] expenses incurred in ofder to improve technical and administrative processes
! S ! |Caterpillar 238.8 134.2 77.9 | 1of the Company; and iv] rise in variable expenses as a result of the significant growth of main products sales +
M= | | | | 1 1
i = | {Used | | (Financial Income |
— | National 138 275 59.3 | E— |
| (O [ (From Abroad 3.3 | (Financial income in the year 2004 amounted to /. 19.7 mijlion, compared to S/. 16 million of the previous period,
} E } ‘ 285.9! 161.7 76.8 } }an increase of 23%, explained, mainly, as follows: i] An ntcrease in interests for credit sales due to a rise in the
| = | | ; | imain products sales + An important part of these sales arp directly financed by the Company; and ii] an upward
} ()] } :Agricultural Equipment 24.6: 20.3 21.2 } }trend in the discounts for early payments of invoices for C}aterprllar machinery, engines and spare parts +
(&) t [ [ [ [ [
| ! IAutomotive 14.81 10.8 37.0 | IFinancial Expenses |
| | | 3253 1928 68.7 | | |
| | | | IFinancial expenses for 2004 amounted to S/. 28 million, compared to S/. 33 million in the previous year, a 15.4%
} Rentals 209, 34.0 -38.5 } drop, explained by: i] A reduction of the average liability of $/. 35.7 million [the average liability for the year
| | | | r2004 amounted to S/. 485.1 million, as compared with §/. 520.8 million in 2003]; and ii] a lower payment of
: lSpare Parts and Services 485.91 501.7 3.1 : linterests in Nuevos Soles agreed in US Dollars, due to the prop in the exchange rate [most part of the Company’s
| L ———— o A ________ e iliabilities are expressed.in that currency] + _ _ _ _ _ _ L
} lTotaI | 832.11 728.5 14.2 } | } }
| | } | | } iShare in Subsidiaries” Profits |
| r r | ‘ | |
1 rNet sales in the year 2004 amounted to SV 832.1 mrIIronr compared to S/. 728.5 million of previous period, an 1 ! lRevenues from share in subsidiaries’ profits in 2003 vvere} S/.10.7 million, as compared to S/. 7.3 million of the
! trncrease of 14.2% + r ! ! } ‘prevrous year, which represents an increase of 46.6%, éxplarned as follows: i] A rise in the profits of some
} ‘ } } ‘ rsubsrdrarres due to a growth in the demand within ther sectors where it operates; and ii] S/. 1 million loss
t tCaterprIIar machinery and other equrpmont sales rose rn 76.8% as compared to the previous year, mainly ! } Irecorded by a subsidiary during 2003, that does not appéar in 2004 +
} ‘because of higher sales of Caterpillar equlpment [new and used] to large-scale mining, medium mining and to } t } }
r rconstructron companies in charge of devplopment vvorks for companies of the two economic sectors + The ! } iResult Due to Inflation Exposure [REI] |
} |ncreasrng demand of Caterpillar machinery by the mrnrng sector is evidenced by an important rise of mineral } r 1 \ }
| rprrces in the international market + | | | } IAccording to the procedure established in Perl to adjust the financial statements for inflation, when devaluation
} | ‘ } r }is greater than inflation, a loss due to inflation exposure}is produced, since the exchange loss related to debts
r rSaIes of agricultural equipment grew in 21 1% as compared to previous year + This was because of a higher | } 1in US Dollars cannot be fully offset by the adjustment forjinflation of the respective non-monetary assets + On
} }demand of this equipment by rice farmers as well as ‘by the agro-exporting sector that experimented an } | 'the other hand, when inflation exceeds devaluation, a profit due to inflation exposure is produced because the
| limportant rise in 2004 + ‘ | | } 1adjustment due to the adjustment of non-monetary assets is greater than that of the liabilities in US Dollars +
} } | } } | }However, part of this profit is compensated by a lower gﬁ‘oss profit due to the fact that selling prices are lower
| iThe automotive sales rose in 37% with respect to the previous year due to the renewal of units by formal | } iin local currency as a result of a drop in the foreign exchange rate +
} ‘transportation companies, and to the factithat used trudd importation is still suspended + } | } }
| ‘ | } /I the year 2004, the result due to inflation exposure rendered a profit of S/. 17.9 million in comparison to
! tOn the other hand, the revenues for equrpment rental show a drop of 38.5% as compared to previous year, due t | IS/. 11.0 profit of the previous year + Year 2004 profit isl explained as follows: i] 5.2% of appreciation to the
} ‘to a decline in the demand of rental equrpment by the company in charge of development works for Camisea } } }Nuevo Sol that produced a profit for the translation of n,‘et liabilities in US Dollars into Nuevos Soles + And ii]
t tprorect + Said drop was gradual and it was the result oftthe completion of the work for which the equipment t | t4 8% inflation that also gave rise to a profit in the update of non-monetary assets value + Additionally, the
} ‘Was rented + } ‘ } } ‘result due to inflation exposure includes a loss of S/. Zb million in the valuation of an investment in a non
| | | | | | Isubsidiary company + On the other hand, the profit rendered by result due to inflation exposure in 2003 is
} ‘On the other hand, the sale of spare part% and services show a reduction of 3.1% as opposed to the previous } L ‘explained by a 1.51% of appreciation to the Nuevo Sdl which generated a profit in the translation of net
oo T Ty@aﬁﬂ‘hrs decrease s explained as fofllows: 7] a drop i rrn Nuevos Soles sales due fo the declineinforeign™ —~~ 71~~~ ~ "~~~ "~~~ T T T T T T T T T T T ri‘abrl*tres in'Nuevos Soles into US Dolfars; and ii] an |nﬂaton ‘of 2% which also gives rise Toa profitin the update ~ -
‘exchange rate [the average foreign exchange rate for yea‘r 2004 was 3.41, while in 2003 it was 3.477]; and ii] of non-monetary assets value + ‘
1a temporal decline in the spare parts sales and services due to the delay of some large-mining companies in r r
}sendrng components to be repaired in the Company’s Wdrkshops However, this decrease will be compensated ;Mlscellaneous, Net !
iduring the following months, when said components arerreparred + | | }
} } 'In the year 2004, this category represented a net expen%e of S/. 2.5 million, as compared to net expenses of
|Profit from Sales | 1S/, 12.5 million of the previous year + In the year 2004 the Company booked in this account the following items:
} } li] an expense of S/. 9.7 million for provision for stock devaluation; ii] an income of S/. 3.3 million for purchase
{Profit from sales in the year 2004 amounted to S/. 178,2 million, as compared to the figure obtained in the ;and sale agreement terminations; iii] an income of S/. 0.$ million for real estate rentals; and iv] sundry income
tprevrous year of S/. 171.8 million, an increase of 3.6% + In percentage, profit from sales for 2004 is lower than lof §/. 3.1 million + On the other hand, in 2003 the following items were booked in this account: i] an expense
‘that of the previous year [21.4% vs. 23.6%] that is explarned mainly, by a greater share of sales of the main }of S/, 17.7 million for provision for stock devaluation; iiﬂ an income of S/. 5.5 million for purchase and sale
Iproducts in the total sales of the Company [S/. 325.3 million in 2004; S/. 192.8 in 2003] + Gross margin of lagreement terminations; iii] an expense of S/. 2.5 for loss after the selling of a subsidiary; iv] income of S/. 0.9

r r r
'Other Operating Income | Profit Sharing and Income Tax
r

}In year 2003 this category includes revenues from a partnership established by the Company and a supplier from

1abroad + The revenues received by this partnership are determined by the number of units shipped and invoiced
by the foreign supplier to a client doing business in the cquntry + No revenues from this business were received

lin 2004 + r

r
r
}Proﬂt sharing and income tax registered in December 31, 2004 and 2003 have been calculated according to
ithe tax and accounting provisions in force + |

r

r
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r

r
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r
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}main product sales are lower that those obtained for the}sale of spare parts and services + } }million for real estate rental; and v] sundry income of S/. }1 3+
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= "r'c' | } } 'Fulfillment of Principles of Good Governance for Peruvian Corporations }
S5 | | | | | |
- D First Section
- | : : : :
| E o } | | | | |
} S 1 } } }Principle }Compliance }Support to the chosen alternative
2 ‘ | | | o254
= I | | | \ |
: } } } }1] The agenda shall not include generic topics + All } + }Notices have always been clear and they have
| (O [ | | itopics are to be listed so that every subject is discussed | (provided detailed information on the topics to be
} E } } } ‘as a separate item + This will facilitate the analysis and ‘ ‘discussed +
| = | | | ‘WI” avoid bundled resolutions on topics that could have | | ‘
: O : : : \d|fferent opinions + }
&) | | | ‘[Pnnople .C.1, Second Paragraph] |
|
| | | | | l
} } } 12] Shareholders’ Meeting shall be held in a convenient + }Shareholders Meeting are held at the main office
} } } 'place so that shareholders are able to attend + lin Lima +
| | | [Principle I.C.1, Third Paragraph] |
| | | | l
| | |- - - - - e .- - - - - _ _
} }Net Profit 1 } }3] Shareholders shall be allowed tq mclude + }Through the Board of Directors Meeting shareholders
| ‘ } | ireasonable topics in the agenda to‘be discussed during imay request topics to be included in the
} }The net profit for the year 2004 amounted to S/. 27.6 } }Shareholders Meetings + ‘ }Shareholders’ Meeting + Both meetings are held during
| imillion as compared to the S/. 21.3 m||||®n profit of | | Topics to be included in the agenda shall be of social 1the same time of the year; therefore, a letter could
} }prewous period + Year 2004 higher net groﬂt is due } ‘|nterest or within the legal or statu&ory jurisdiction ‘be sent to the Board of Directors informing any topic
| to an increase in gross profit, an increase lin financial | ‘of the Shareholders’ Meeting + Board of Directors shall ‘of interest + Furthermore, according to Article 19
! anome a decrease in financial expenses, l’an increase | \not dismiss this kind of requests wﬂthout notice to the \of the Bylaws, shareholders have the right to request
} lin the subsidiaries' profit, a rise in the result due to | 'shareholder supporting its deCISIOﬂH— 'the Board of Directors to convene a Shareholders’
| \exposure inflation and a decline of sundry income, | \[Prln(lple 1.C.2] ‘ \l\/leetmg to discuss any specific topic, for which it is
} wh|ch allowed compensating selling expenses and } ‘ ! ‘necessary to have 5% of the shares duly represented +
\ \admlnlstratlve overhead growth, and to |ﬁcrease net | | 1 |
: proflt in S/. 6.3 million, with respect to the previous : ‘ | ‘
| \year + ‘ | \4] The bylaws shall not limit any shareholders right to + \Proxies attending Shareholders’ Meeting on behalf
} ‘ | } ‘partlupate in a Shareholders' I\/Ieetung by a proxy of his lof a shareholder are not subject to any
| | } | jor her designation + ‘ limitation whatsoever + The bylaws provide that
} ‘[Pnnople .C.4.1] | }the representative may be other shareholder or the
| for the Preparation and Revision of Financial | : ibank in charge of the custody of shares + While
} Information } | }there is no limitation with respect to the number of
| | | } ishares but to be a shareholder, which does not
} | | } } | }turn this requirement into a restriction, in order to
| \During the years 2004 and 2003, no changes were | | } jallow any person to act as a proxy, even a person
\ \made regarding the persons responsible for the | \ | \that does not hold any share, the amendment
} ‘preparanon and revision of the Company‘s financial } } } ‘of Section 24 of the bylawsshall be proposed +
: anormann + | : : | :
\ \
| T T TA§ a conclusion for this Annual Reﬁo’rt’o’nc@ ™more, Jm e m e "5]‘ [t is recommended that the compaﬁyﬁs?u@rf)f ”””””””””””” FOT Theto’mbzmy’hés’oﬁlyfoﬁe’cfass ofshare+ ~ ~ ~ 7~ 7~

'the Board of Directors wishes to acknowledge all of ‘lnvestment shares or other securities without voting
irights offer their holders the option to exchange

}them for common stocks with voting rights, or to consider
ithis possibility upon its issue +

}[Principle IILA.1, Third Paragraph]

lthe Company's clients, whose loyalty has enabled it to
}achieve important sales levels during the year 2004
jand which, in turn, obliges the organization to
}continue providing the best possible service +
Likewise, we would like to thank both Peruvian and
}foreign banks for their financial support + We would
1also like to thank our shareholders for the confidence
‘they have shown to the Board of Directors,
‘l\/lanagement and the staff as a whole, whose efforts

land dedication have enabled the Company to achieve

|
'The Board of Directors

\
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

}the significant results produced in the year 2004 + }
|
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Principle

|
}8] The service of special information requests on the
Ipart of shareholders, investors in general, or interested
}groups related to the corporation shall be performed
ithrough a division and/or person duly appointed +

}[Principle IV. D.2]

r
|
|

Compliance ISupport to the chosen alternative
T
|
|

+ }In 1997 a position was created under the name

1of “Investor's Relations”, which is carried out by the
}Finance Manager's Office +

}9] All doubts regarding the confidentiality of the
‘rnformatron requested by the shareholders or

rby interested groups related to the corporation shall
\be solved + Criteria must be applied by the Board
‘of Directors and the Shareholders’ Meeting

Ishould ratify them + They shall be included in the

levent, the disclosure of information must neither
}jeopardize the corporate competitiveness nor affect
lits daily activities +

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
‘ |
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
: [Principle 1V.D.3]

}bylaws or internal rules and regulation as well + In any

+ }In 2003, the Company rules and regulations
}for the disclosure of information to the market were
jissued +
\Terms such as Privilege and Reserved
| Information and how to handle them are defined
Itherein +
}A report on these rules and regulations shall be
Isubmitted to the Shareholders’ Meeting +

L e e e e e e e o L
[ | [ [ ; [
| | ! . . I | . . s
| } | 110] The corporation shall have an ihternal auditing in + 1 The Company’s auditors carry out their activities
! 'Compliance | ISupport to the chosen alternative }place + The internal auditors, acting as such, shall }as an independent professional +
| 0 1 I 4 ; ibe independent professionals with ‘respect to the hiring |
: } ; } ‘corporatron + They shall act in compliance with the }
16] A sufficient number of directors shall be appointed } 1Given the Company's shareholding structure, the rsame principles of diligence, loyaltyland reserve requrred | |
Ito act independently in matters where a conflict of ! | IBoard of Directors is not integrated by any \of the Board of Directors and Management + !
/interest may arise, with the possibility to request the } : }representative of controlling interest + Some ‘[Prlnuple IV.F, First Paragraph] : }
rrnterventron of non‘controllrng shareholders in such ! | Idirectors represent the interest of controlling ! | |
‘events + r } r }shareholders but their contribution to the Board } r }
rIndependent drrectdrs are designated because of their | } 1of Directors is offered with professionalism 111] The Board of Directors shall perlform certain key + IThe Board of Directors approves strategies and
‘professronal standrng and are not related to } r }and independence + The Board of Directors also }duties such as: }objectives, business plans and annual budget, as well
Ithe corporate management nor with the controlling | } thas independent directors who are not related IEvaluate, approve and direct corporate strategies; 1as its application + Likewise, approves investments
}shareholders + } } | }to controlling shareholders + }establrsh objectives and goals, as WeII as main action }and high value purchases, as well as fixed assets
i[Principle 11.B] r | } 1In addition, the amendment of Section 31 of the iprograms, follow up, control and m@nage risk policies, 1sales +
IThe relation is defin}ed in the Rules and Regulations for } | }bylaws shall be requested + This Section established }annual budgets and business plans; control the }The Company's Management reports to the Board
/Indirect Property, Relationship and Economic Group | } 1that the director required having a minimum jimplementation of the aforementioped and supervise jof Director and/or request its opinion or
las per CONASEV Resolution 722-97-EF/94.10, and in } | }number of shares + }marn expenses, investments, acqursrtrons and }approval on transactions which deems entails risks
jother future genera! provisions of CONASEV + The | } | (dispositions + ‘ ithat go beyond its ordinary daily activities +
Icontrolling shareholders are individual or legal entities ! ‘ I[Principle V.D.1 ‘
. .g ! g. [ ‘ [ r[ P ] ‘ [
tholding five percent [5%] or more of the capital | } | | ! |
Ishares of the issuer!+ [ | [ \ | [
| : .
} | 1 ! 1 12] The Board of Directors shall perform certain key + }The Company's Board of Directors appoints top
| 1 | | | rdutres such as: lexecutives and approves the election of other main
7] While in general the external auditing is focused on ! (- Traditionall all auditors have rendered their auditin ‘Select, control and, if necessary, sdbstrtute to 'executives + Furthermore, a Human Resources
g r g | | Y, g Y top |

‘could make referenqe to experts opinions and reports on
ithe following: Expett's accounting appraisals,

}operating auditing, ‘;ystem auditing, project assessments,
ievaluation or implementation of cost systems,

‘tax auditing, valuat(ons for asset adjustments, portfolio
revaluatron inventories, and other special services +

It is recommended that these counseling services

rbe provided by different auditors or, in the event that the
‘same auditors render these services, their activity should
rnot interfere with their independent opinion +

IThe corporation mu‘bt reveal all audits and reports
‘performed and prepared by experts +

rA report shall be su‘bmrtted on all services rendered by
the auditing company or auditor, specifying the
rpercentage each onle represents, and their share income

}in the auditing company or auditor +

i[Principle IV.C, second, third and fourth paragraph]

‘and its subsidiaries, as well as on equities established
Ito issue securitisized bonds +
'Other company is in charge of tax advising matters +

|
‘[Prrncrple \/.D.2]

””””””””””””” rcommittee has been established,” in chargeof — ~ ~ 7 -
}supevising these issues, previously under the control

1of the Board of Directors +

|

|
:This is also the case for real estate appraisals 1
performed occasionally + }13] The Board of Directors shall perform certain key
In January an auditing firm was hired to prepare a (duties, such as:
}study on the salary categories which must not }Evaluate the remuneration of top executives and
jinvolve its independence +
! ‘transparent procedure for the election of directors +

[Prrncrple V.D.3]

;the Board of Directors members, ensuring a formal and

|
+ }Section 36 of the Bylaws, states that the remuneration
jof the Board members shall be 6% and the Board
}of Directors will evaluate and determine
jits distribution + Every three years it proposes the
‘Shareholders Meeting a formal and transparent
procedure for the directors’ election + The Board
rof Directors’ Committee has been carrying out
'the duties of the Human Resources Committee until

1January 2005 when the Committee was established +
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! ICompliance | ISupport to the chosen alternative
‘ 0 1 2 3 1 4 }
\ | ‘ |
| |
114] The Board of Directors shall perform certain key } } + }This activity is performed with the active participation
Iduties, such as: } ! | lof the General Manager's Office +
'Perform the follow up and control of possible conflict | ! }
lof interests betweer‘ﬁ the management, Board members | } [
}and shareholders, including the fraudulent use of } [ }
Icorporate assets an‘d abuses in transactions between | } !
linterested parties + | \ |
I[Principle V.D.4] | [ } [
[ 1 [ | [
| } ‘ }
\ [ [
|
115] The Board of Di}rectors shall perform certain key } + | ‘The Company's Board of Directors performs a
(duties, such as: | | } ‘monthly revision of the financial statements and an
ISafeguard the integ}rity of the accounting system and } | }annual revision of the Independent External
(financial statements, including an independent auditing, | : jAuditors’ Report, which includes notes on the
las well as the existénce of proper control systems, } | }financial risks management + It decides on
\particularly financialiand non financial risks management, } 1the risk transactions proposed by the General
\and law compliance + \ | \l\/lanagers Office + In January 2005 a Human
\
‘[Prmuple V.D.5] } } Resources Committee was created which will
1 | | \superwse issues related to auditing and
| } } }financial statements, previously under the control
************ r****************************************Ttﬁfhe Board of Direcfors’ Committee + ~ ~ ~ ~ ~ ~
|
: :
| |
}16] The Board of Di}rectors shall perform certain key + }The fact that most of the principles contained in this
iduties, such as: 1 rdocument are scored as 3 or 4 is an evidence of
‘Superwse the efﬂqéncy of corporate governance ‘the efficiency of the governance practices of this
practlces performing any and all necessary changes + ‘Company + The establishment of a higher number of
}[Prmople V.D.6] } }commmees within the Board of Directors in January
\ (will allow one of them to supervise, from time to
} ;time, the implementation of future improvements +
| !
| |
| . . .
l 7] The Board of Directors shall perform certain ke + '"The Board of Directors approved the behavior rules
[ p Yy | pp

Iduties, such as: }
}Supervise the information policy +

I[Principle V.D.7] !

land regulations issued in 2003 regarding
}the disclosure of information to the market +

|
|
|
[Continue] }
|
|

Principle

Compliance
T

}18] The Board of Directors may establish special bodies
taccording to the needs and size of the corporation,
}especially the one responsible for auditing + Likewise,
ithese special bodies may perform appointment,
}remuneration, control and planning functions +
1Special bodies shall be part of the Board of Directors
}as a support mechanism and shall consist of independent
(directors in order to take impartial decisions on issues
‘where conflicts of interest may arise +

‘[Pnnople VE1]

|

\
|
|
ISupport to the chosen alternative
T
|
|

}For several years and given the number and
Icomposition of the Company's Board of Directors,
}there was only one Directors’ Committee,

\which through monthly meetings has been
performlng almost all the duties assigned to special
\bod|es + A Human Resources and Auditing
}Commmee was established in January 2005,

rand the supervision of strategies and financial

‘and investment issues were kept under the control
‘of the existing Directors’ Committee +

|

|
119] The number of directors that conforms the Board of

|
IThe Company’s Board of Directors consists of directors

}in the election of one or more alternates shall be |
jestablished + These procedures shall be used in order to
‘complete the required number for the remaining
penod when no alternate directors are available and a
Ivacancy of one or more directors takes place,
}provided the bylaws do not indicate otherwise +

I[Principle V.H.3]
\

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
‘ +
}Directors of a corporation shall ensure the plurality } }from different disciplines + They perform different
1of opinions within the Board, so that the resolutions to 1 lactivities so they can offer different points of view +
}be adopted are the result of appropriate deliberation, } }The number provided for the Company's bylaws
itaking always into consideration the best interests of the | 1[8 -12] assures plurality +
lcorporation and its shareholders + | |
J[Principle VE3] — _ _ _ _ _ _ _ e e o o ____ L .
| | 1 1
; | |
120] Information related to matters to be discussed } + }The meeting agenda is submitted in advance +
|at every meeting shall be made available to the | | It contains detailed information on every topic +
‘d|rectors in advance for review purposes, except in the | I The directors are free to send their comments
‘event of strategic matters which will require } }on it and it is discussed with more detail during the
\conf|dent|a||ty, in which case it W|||‘be necessary to ! \meetmg, so that questions may be answered
lestablish mechanisms that wll allow directors proper | and observations made +
levaluation + | IManagement members support its proposals
}[Pnnople V.F, Second Paragraph] \ } }if necessary + Documents to be approved are
} : }submitted in advance +
‘ | |
i ‘ ;
21] Following clearly established amd well-defined } + }According to the Company's policy, the
ipolicies, the Board of Directors shal‘l decide the hiring of | rmanagement will identify, to the best of its knowledge,
‘speoahzed consulting services WhIC[h the } }the need to hire consulting services, and shall
‘corporat|on might need for decmoﬁ -making purposes + | jact accordingly + Although not many consulting
‘[Pnnople V.F, Third Paragraph] \ ! Iservices are hired, the approval of the Board of
} } }Directors is requested whenever such services are
| ‘ Ineeded + The management prepares a report to
} } }the Board of Directors informing on the relevant
| : :conclusions of the advisors +
|
| |
‘ ! !
22] New directors shall be mstructéd on their faculties } + }The new directors receive information and
\and‘respons‘bTUes aswellasonthe ~~~ oS T T T T T T T T rbackground necessary to properly comply with their™ — ~
‘characterlstlcs and organizational structure of the } }dutles +
Icorporation + [ [
}[Principle VH.1] } }
| |
| |
123] Procedures to be followed by the Board of Directors 1 + JSection 33 of the Company's bylaws provide a
|

}procedure to be followed in the event of vacancies
1in the Board of Directors +
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} c "r'c' 1 } } 1Ferreyros S.A.A. Listing of Common Shares for thé Year 2004 1
QO = } | | | | |
Q) | | | | |
= ! \ \ \ \ \
G - ! \ \ \ \ \ 2004 Prices Average
} e o } } } ISIN Code Symbol, Year - Month Opening Closing, Highest Lowest Price
S ! ‘ ‘ ‘ ‘ S/. SLi sl. Sl s/.
- ; | | | | \
§= | | | |PEP736001004 FERREYCT, 2004-01 0.76 1,10 1.10 0.76 1.03
"_ : } } }PEP736001004 FERREYCT! 2004-02 1.08 1.10! 1.15 1.08 1.11
| (O | | | |PEP736001004 FERREYC, 2004-03 1.07 1.40, 1.58 1.02 1.31
} E } } } }PEP736001004 FERREYCT! 2004-04 1.40 1.47! 1.51 1.40 1.45
P | ‘ ‘ \PEP736001004 FERREYC1, 2004-05 1.48 1.46, 1.50 1.40 1.43
' } \ \ IPEP736001004 FERREYC1! 2004-06 1.43 1.341 1.46 1.34 1.38
(G) ‘ } } PEP736001004 FERREYC ] 2004-07 135 1.36] 136 134 134
[ : [ [ IPEP736001004 FERREYCTI 2004-08 1.38 1.391 1.41 1.35 1.38
} } } PEP736001004 FERREYCT, 2004-09 1.40 1.65] 1.66 135 1.52
| | | IPEP736001004 FERREYC1I 2004-10 1.65 1.641 1.76 1.60 1.62
} } } PEP736001004 FERREYCI, 2004-11 1.64 1.54, 1.66 1.50 1.64
[ [ [ IPEP736001004 FERREYCT) 2004-12 1.48 1.901 1.90 1.48 1.53
| | | | \ \
| | | | | |
L RS L A e e b
[Continue] i | i i ! i |
| | ‘ | | ‘ | |
}Principle ! ICompliance 1 ISupport to the chosen alternative } 1 } }
[ \ ;0 1 | 4 ; [ ‘ [ [
! : ! ; ! ! } ! !
}24] The duties of the Chairman of the Board, Chief } I+ }Section 44 of the Company's bylaws establish the } ‘ } }
IExecutive Officer, asi‘ the case may be, as well as ! } Iduties of the General Manager, who is the main ! } ! !
}the General Manager shall be clearly established in the } ! }corporate executive + The Company does not have a } ! } }
:bylavvs or the interd‘al rule and regulations, in order : } :Chief Executive Officer + The duties of the : } : :
Jto avoid double fungtions and possible conflicts + | \ ;Chairman of the Board are those vested upon | \ | |
I[Principle VI, First Paragraph] | } Ithe person presiding the meeting, representing ! } | |
| } | ! and supervising the management + | ! | |
[ \ \ ‘ \ [ ‘ [ [
| ; \ ; \ | } | |
:25] The organic structure shall avoid the ; } + ;The Company'’s bylaws describe the duties of the ; } : ;
}concentration of dufties, faculties and responsibilities of } | }Chairman of the Board and the General Manager + } | } }
ithe Chairman of the Board, the Chief Executive | ! 1 The Company does not have a Chief Executive | ! | |
}Office, if applicable,} the General Manager and other } : }Oﬁ‘icer position + There is a delimitation between } : } }
jexecutives holding management positions + | : 1the faculties of the different managers; there | : | |
I[Principle V.1, Secon@ Paragraph] ‘ | lare joint signature procedures and committees for ‘ | ‘ ‘
1 | } } }professional decision taking on certain matters + } } } }
[ ‘ [ [ [ [ [
[ ; \ } \ [ } [ [
| | | | | |
126] It is advisable that the Management receive, | 1 + IFor the last few years at the end of the fiscal year, | 1 | |
| | | | | | |
| | | | |

|
ito the shareholders! benefit +

[Principle V5] |

}a portion of management’s floating remuneration

}The program characteristics are reviewed and adjusted
1from time to time according to the
}Company’s situation and the market environment +
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Listing of Ferreyros Bonds in 2004
|

|
|
|
|
I
| |
| |
} } 2004 Prices Average
}ISIN Code | Symbol,  Year - Month Opening \ Closing, Highest Lowest Price
| | S| 51.1 S/, sl. sl.
| T
[ \ [ ! [
IPEP73600A012 | FERREOBC4AI 2004-01 105.5554 | 103.8393 105.5554 103.8393 103.9318
PEP73600A012 | FERREOBC4A 2004-02 1049181 1 1047888,  104.9181 103.7717 104.6603
\PEP73600A012 | FERREOBC4AI 2004-03 103.4757 | 104.4551 104.4551 103.4353 103.7102
PEP73600A012 | FERREOBC4A| 2004-04 - -] 102.951
\PEP73600A012 | FERREOBC4A| 2004-05 - - 103.2962
IPEP73600A012 1 FERREOBC4A! 2004-06 1041975 | 104.0624! 104.1975 104.0624 104.1933
\PEP73600A012 | FERREOBC4A, 2004-07 - - 102.111
IPEP73600A012 | FERREOBC4A! 2004-08 ‘ - 102.273
\PEP73600A012 | FERREOBC4A, 2004-09 1021123 | 102.789%, 102.7894 102.1123 102.4049
IPEP73600A012 FERREOBC4A! 2004-10 1028641 | 102.8641! 102.8641 102.8641 102.8641
PEP73600A012 | FERREOBC4A, 2004-11 - - 101.9005
IPEP73600A012 | FERREOBC4A! 2004-12 1023022 | 102.3022! 102.3022 102.3022 102.3022
'PEP73600A020 | FERREOBC4B| 2004-01 1021749 1 102.6311, 104.5205 102.1227 103.0511
‘ T
IPEP73600A020 | FERREOBC4BI 2004-02 104.0707 | 102.5545! 104.0707 102.5545 103.9329
'PEP73600A020 | FERREOBC4B! 2004-03 103.4833 | 103.8697, 103.8747 101.9699 103.3259
| f
T TIPEP73600A0200 1T T T T T T T T T “FERREOBC4BI — — — 2004-04 — ~ ~ 101.9427 ~ — ~ ~ 104.270T1 ~ ~ 1042759~~~ ~1071.9427 ~ ~ 1032192
PEP73600A020 } FERREOBC4B, 2004-05 - 101.8060
\PEP73600A020 | FERREOBC4B 2004-06 103.0698 103.0609 103.0698 103.0609 103.0654
PEP73600A020 | FERREOBC4B! 2004-07 100.8932 102.0877! 102.0940 100.8815 101.3989
\PEP73600A020 | FERREOBC4B 2004-08 102.0317 102.0255, 102.0317 102.0255 102.0294
|PEP73600A020 1 FERREOBC4B! 2004-11 - 101.7463
\PEP73600A020 | FERREOBC4B 2004-12 100.7080 101.8837, 101.8837 100.7044 101.0696
|PEP73600A038 | FERREOBC4C 2004-01 99.4527 99.4527! 99.4527 99.4527 99.4527
\PEP73600A038 | FERREOBC4C| 2004-03 98.39%6 101.1283, 101.1283 98.3996 99.7640
IPEP73600A038 FERREOBCAC 2004-04 99.1801 101.0700! 101.0955 99.1801 100.2226
PEP73600A038 | FERREOBCAC, 2004-06 - 100.5146
IPEP73600A038 FERREOBCAC! 2004-07 99.0811 99.0811! 99.0811 99.0811 99.0811
PEP73600A038 | FERREOBC4C] 2004-08 99.1089 99.1089, 99.1089 99.1089 99.1089
IPEP73600A038 | FERREOBCAC 2004-09 97.8436 99.59531 99.5953 97.8436 98.8309
| f I I
[ ‘ [ [
\PEP73600M041 | FERRE1BC1AI 2004-07 100.0000 100.00001 100.0000 100.0000 100.0000
PEP73600M041 | FERRETBC1A, 2004-08 102.8881 102.6151,  102.8881 102.6151 102.7581
\PEP73600M041 | FERRETBC1A| 2004-11 101.2037 101.2037, 101.2037 101.2037 101.2037
PEP73600M041 | FERRETBCIA! 2004-12 100.5978 100.5978 100.5978 100.5978 100.5978
\PEP73600M058 | FERRE1BC1B, 2004-11 100.0000 100.0000 100.0000 100.0000 100.0000
I
|
|
|
|

W
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IThe accompanying notes are part of the financial statements +

|
|
|
N 7, R j‘ 40 Balance Sheet [Notes 1, 2, 3y 27 [ Statement of profit and loss [Notes 1, 2 and 7
}'E | 41 At constant values } At constant values
'@ } [ [ [
| | | | | |
| E | | | | | |
7] [ IAssets [ [ [ [
e } | At December 31, } } For the year ended December 31,
\E [ [ 2004 2003 [ [ 2004 2003
Wi } | 5/.000 5/.000 | | 5/.000 5/. 000
e \ [ [ [ [ [
}_E } 'Current assets | | 'Net sales: |
I [ |Cash and banks [Note 4] | 24,041 37,069 | iThird parties | 810,334 712,512
} % } }Trade accounts receivable [Notes 5 and 25] } 106,534 77,366 } }Afﬂliates 1 15,204 10,626
= | jOther accounts receivable [Note 6] | 60,670 83,446 | | | 825,538 723,138
li.l_. } }Inventories [Note 8] } 204,088 209,973 } } }
| | \Prepaid expenses | 2,220 2,369 | |Other operational revenues | 1,273 5,340
\ } ITotal current assets \ 397,553 410,223 \ \ \
} ‘ } } } } } 826,811 728,478
[ : ILong-term trade accounts receivable [Notes 5 and 25] | 28,665 38,190 [ [ [
| | T | | ) |
| | . . . | | Cost of sales [Note 18]: |
\ IDeferred income tax and workers' profit sharing [ [ IThird parties [ [635,219] [542,800]
} [Note 14] } 7,140 6,211 } Affiliates 1 [13,431] (10,576]
[ [ \ \ \ \ [648,650] [553,376]
: :Investments in securities [Note 9] ! 93,598 106,584 : : :
) Lo Y R o __ e iAdministration expenses [Note 19] _ _ _ _ _ _ _ _ _ Lo _ [60Q,556] — _[56,747]] _ _
} }Property, plant and equipment [Note 101 j 216,005 238,849 } | } }
| ‘ | ‘ ‘ | 1Selling expenses [Note 20] | [91,647] [72,255]
} ‘ JOther assets | } 744 562 } | } }
! ! ! } ! ‘ | ‘ ‘ [800,853] [682,378]
‘ ! ‘ ‘ 743,705 800,619 ‘ ‘ ‘
| ] ] |
} } } } } } } }Operating income } 25,958 46,100
[ \ [ [ [ [ [
| |
} 1 } ! } } ! Other income [expenses): }
| } Liabilities and stockholders’ equity | | | } IFinancial income [Note 21] | 19,686 15,957
} ‘ } | At December 31, } | }Financial expenses [Note 22] } [28,011] [33,092]
[ [ [ 1 2004 2003 [ } IResult of the adjustment for the effect of inflation [ 17,903 11,098
| } | | 5/.000 5/.000 | | Other, net [Note 23] | 8,161 (5,136
\ | ‘
| i 1Current liabilities | | | | | : H Az
| | | | | |
| | 1Bank overdrafts and loans [Note 11] } | 20,180 27,529 | } 1Income before workers' profit sharing and |
} } }Current portion of long-term debt [Note 12] } 74,057 20,616 } | }income tax ! 43,697 34,927
| | |Trade accounts payable [Note 13] : | 134,236 203,886 | : | |
} } }Other accounts payable | 1 38,204 34,806 } | }Workers’ profit sharing: }
| | Total current liabilities ! | 266,677 286,837 | } (Current [Note 16] | [3,772] [3,641]
} } } | } } | }Deferred [Note 14] } 279 526
| | \Long-term debt [Note 12] ! | 179,888 234,065 | } | |
! ‘ ! | ! ! | lIncome tax: !
} } Deferred income ! } 3,980 4,788 } | Current [Note 16] } [14,144] [12,290]
w | w } w w ‘ \Deferred [Note 14] w 1,489 1,772
} ‘ 'Stockholders’ equity [Note 15] | } } i } }
777777777777 o] 30 L5 1 1Y O 0 )\ [ 4 T 1< ) 1 - Y Y 27 A 2
| Revaluation surplus 10,267 10,926 | _ _
[ iLegal reserve 3,529 1,400 iBasic earnings per common share [Note 24] S/ 0.126 0.098
: }Retained earnings 27,814 21,322 :The accompanying notes are part of the financial statements +
[ | 293,160 274,929
\ [
|
[ lTax situation [Note 16]
‘ [
|
| }Contingencies and commitments [Note 17]
| |
|
‘ } 743,705 800,619
‘ L CITACR o077
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|



,
| ,
e o , | ,
= — f
HES N = < [=)) —| [ 7 i
o|S ~ Q By S = ) e
= - O N =] , 3 = , |
qa. % ~ — < M) | 2 i , |
[e— ~ ]
0 ~ N o) [ o~ By , |
[ N | |
m | | |
o , , |
Q , i
T Vo [e0) vy ~ |
~ o O o0} ™ Sy N 0] o
=228 8 ¥ 5 7 & § = g 7 % % | ”
= N po b
~SES & S 8 o I 7 oo @ o R
A ~ ~ — = - q ) < | |
5125 [0 I ) S o o o &R
B ~ 2 pa ~ ~ , i
g , | ,
o | | ,
a | | |
T|l—= o | | |
Sl 2lgl 9 0 , | |
5 23 0 =) ' o
G D glS 2 = e N |
| = 9~ -] X ~ p ,
= 85 - - | ~ N | |
= | ) , ,
- 7 7 7
-
m | | ,
_ RN 1 N | | |
25 38 ] =Y I N I il = R et Rl i | ,
m-&umo ™M - N 9 s 7 “““ 7
El% g2 L < G g s
8& 5= o~ | 3 « N o o
g2 35 = = S i = |
s - -—
o| & | |
] | ,
= | |
] | |
4 | ,
— —|o | =
SRS © < d ,
>0 ol° <. B , |
o E T ~ N ! |
L5 oA <t jan}
£ = , i
5~ | |
| [
| [
= =X | O [an) [ee] !
SEgel o I b 3 A ,
5 2 0 N N
~ [aa) r~ - N |
(&) A o < ham = = |
~ I H |
| [
LN
— | 7
. | |
: 0 O O D O O |
N 7 “““““““““““““““““““ 7“‘
2 | [
- IR
= | |
g , o |
Bn | g 7
o | 5] |
| 5 |
d i<
= 7
< , g |
5 pay h— - — —— s 2 - - ,
8 “ 1=} A s:s R
173 =] ~ R <
2 .- : E =2
E .2
n S 9] " g M
p m S n @ m o
2
) U 2 3 5 gz
£ = g 3 2
S = £ 5
2 5 z =1 3 a 3H % g ¢
v
= 2| © © g 3 w® g
5 S wn %4 (=) %) rm © ] 2
= 2 - m |m [<5) - °© mJ Dg
= 2589 ,%58:3 9, ¢
£ 7 o B 2 2 § 8 = s £ 2
z o B B g £ g £ el £ ws=
8 2 ] bS] 9] S Y S = 9] e S £
= S = 2 2| B £ c 4 £ e e
s - = Ql %) = +— < % . 2 e m&
n < @ S © © T ® © g & T ® 2
] ] = = o0 ) 3 = W\, Mm
=

S
S




|
‘ |
| | |
R 7, Tl B Statement of cash flows [Notes 2 and 26 } : |
I ! 44 45 At constant values | - |
S | | | {Continuc) For the year ended Decembe; 3,
|
! E } | For the year ended December 31, } ‘ 200 S/. 000
| 7] ! | 2004 2003 ‘ | 5/..000 :
! ‘ 51,000 w ‘ ‘
) | ! S/. 000 |
}E : : \ : :Reconciliation of net result to cash flows :
‘ | X L
(g } }Operating activities } 287 776 677 404 : ‘T\szn(zg?nrztmg activities : 27,549 21,294
j— . ! ! |
O : :Collecnons fr.om culston;etrs erating activities : 24,208 17,333 } ‘Adjustments to reconcile net income to cash flows }
o — | ‘Othel’ collections r.e ated to op g | 8 36” [568,964] > ities. ‘
- ! to suppliers [708, ! from operating act | 16.597 12,857
S | e (])f lpp_ and social benefits | [97.310] [84,080] } Provision for doubtful accounts | ['185] [1.903]
I €O ‘ 1Payments of salaries | [15,970] [11,844] | ‘Recovery of provision for doubtful accounts | 17’ 716
S IPayments of taxes RECOVe , , | 9,854 )
‘i.l_. : ‘Ot)r: ayments related to operating activities 1 [1,036] . 1381] } Provision for obsolescence of mventorles]c . | 18776 [14,506]
| | ST P : ing activit [10,693] 28,7 | f provision for obsolescence of inventories | ' ’
‘ | INet cash [applied to] provided by operating activities ! ) ! Recovery of p | 1795 )
‘ | ! | ‘ Provision for workers’ bonus ‘ ' 450
! | ‘ ! w rrovis| : 2,441
! ; iviti ‘ Provision for vacations I N
} | :Investln.g activities N ‘ 103 36,279 | :Provision [recovery] for fluctuations in value of investmen‘ts In securities 2,433 [7[;3&
‘ ‘ Sale ofinvestments in securites | 2,078 2,295 | Equity interest in value of investments in securities ‘ [10,676] '
! 1Sale of property, plant and equipment 5,458] \ Equity ! ormn | (794] [2,898]
| 'Purchase of maéhinery and equipment } [9,333] {1’172] } Equity interest in securitization trust ‘ 33 2472
| ‘ i i iti (607] ! lLoss on sale of investments | i
! IPurchase of investments in securities } ) | = _ L Is08) | _ .
| i [ [268] ! _ _ _Dividends inshares. _ _ _ _ __ _ _ ____ ____
| Purchase and development of intangies s L 1785 1,698 A | Dividends eamed, not collected | - ?ng
: \LCQILSCHZDiOLQIhjunM&mm& ; SGCUUJ}‘ 77777 B 21 10,056 : : [Profit] loss on sale of property, plant and equipment : 32[507947] 32 982
ivi Ive } o o , '
| ﬁ:‘l CeanShS [r:;;“ed to] provided by investing activities | [6.221] 13,698 | | Depreciation and amortization ! 28,011 33,092
! } } } \ [ Financial expenses ; 2’247 1,781
| I : it [ ! ! Directors’ remunerations | !
| (Financing activities bl net ! } 32,628 [37,275] } } Workers' profit sharing ‘ 3,772 [23,269421]
| JSecunuzatuon of accounts receivable, } | [7,349] 7,226 | | Deferred income tax and workers’ profit sharing : [1,768] 1 1'098]
| 1Bank overdrafts and loans, net | | 736] [7,819] | | | djustment for the effect of inflation | [17,903] [,
I | debt. net | I ( ' | | ‘Resu|t of the a Justmen [13,416] [9,106]
! ong-term debt d long-term debt | [29,429] [34,704] ! ‘ Other | ’
| Interest on bank overdrafts, loans and long | [2,614] | | | ' liabilities:
! }Cash dividends : ‘ 5.131] [75'186] | | Net changes in assets and liabilities: : 173.906] [49,413]
‘ ‘ in fi i viti ‘ ‘ [14,017] ! ! ! fTrade accounts receivable ' 1705
: \Net cash used in financing activities | ; 1 : Other accounts receivable } 4?22; [33 357]
| }Net decrease in cash | 1 (30,931] [2.757] | i Inventories | 9% ol
| ‘ | .
| | oo 17,903 11,098 | | e algciéﬁi?:esayable | 162,703] Ao
| Result of the adjustment for the effect o‘f inflation ‘ . | : B?h:r occounts iayable i 10.945 (25.834]
‘ | | | 37,069 28,728 | | |
| - ! . ] | | |
| Cash at the beqinning of the year : | } } Net cash (applied to) provided by } [10,693] 28731
| ‘ ‘ ‘ 24,041 _ 37,069, \ [ ‘o erating activities [ EiLii il —
} Cash at the end of the year } | — - ! | ‘th accompagnymg notes are part of the financial statements + }
| | | | ‘ | |
| | | ‘ ! ! | |
| | | ‘ ! ! | |
| | | | | | | |
| | | | | | | |
| | | ! ‘ \ |
| | | | | | | S
! | I | | L [ S
! | I [ S B
| L L
I R R




|
i
|
id] Securitization operations i
i

rThIS methodology requires the restatement of non- rless selling expenses +

imonetary accounts of the financial statements by i

}f] Financial instruments

i

|
applying the Wholesale Price Index [IPM, from }
|

N 7, B j‘ 46 imade official IAS 1 to 41 and interpretations 1 to 33
}'E | 41 ‘of the Standing Interpretations Committee [SIC] +
'@ i | iThe Company carries out operations of securrtrzationi through which invoices and notes receivable are
} E | }The major accounting principles and practices used in ‘transferred to securitization trusts which are managed‘by a local securitization company + The accounts’
7] i Ithe recording of operations and preparation of the Ireceivable transfer is carried out by applying a discount factor for invoices and the present value for notes
}-l-' | }financial statements are as follows: }receivable + At December 31, 2004 and 2003 the Company has recognized expenses from the transfer of
is i | linvoices using the discount factor of S/. 2.2 million and /. 6.4 million, respectively, which have been included
}V) } }a] Restatement of the financial statements to }in the account Financial expenses in the statement of prdfitand loss +
P i irecognize the effect of the inflation i [
© } ‘ ‘] Inventories }
1S i
% } }the effect of the variations in the purchasing power of lInventories are stated at the lower of their acquisition co%t or their net realizable value + Cost of spare parts is
- | ithe Peruvian currency following the methodology ibased on the average method and cost of other inventories is determined on the basis of the specific
e } iapproved by the National Council of Accountancy + iidentification method + The net realizable value is the estlmated selling price in the ordinary course of business,
|
|
|
|
|
|

iSpanish acronym] + Monetary items and foreign

}currency items have not been restated because such }Financial instruments are defined as any contract, whidh, simultaneously, originates a financial asset in an

| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| | |
| 1The financial statements have been restated to reflect | | |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| tbalances are already stated in the currency of the | lenterprise and a financial liability or a capital instrumentiin another enterprise + In the case of the Company,
} }year—end + } }financial instruments include primary instruments, such ds accounts receivable and payable, bank loans, long-
| | | iterm debt and capital stock + |
| 'By means of Resolution No.031-2004-EF/93.01 the | ‘ ‘

L _National Council_ of Accountancy _suspended, with _ _ _ _ _ A ________ iEait value is the_amount for which an asset can_be exch‘ranged _or a liability settled, between knowledgeable, —

|
f

|

|

|

|

i

i

|

|

|

|

|

|

|

|

|

|

|

|

|

[ —  _ _— | ____ [Ndional Louncit ar _accountandcy _suspendea, witn . - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __

} }Notes to the Financial Statements i }effect from 2005, the adjustment of financial } iT lwilling parties in an arm'’s length transaction + The valdes of the main Company’s financial instruments are
| December 31, 2004 and 2003 } istatements to recognize the effects of inflation + | } (detailed as follows: |

} } | }Balances adjusted for inflation at December 31, 2004 } | } }

| | i imust be considered as the historic opening balances | } i* The book value of cash and banks represents its fair value due to the fact that it is available cash +

i at January 1, 2005 + This accounting treatment has i | i i

| } ;also been adopted by the Peruvian tax authorities to | } 1 The book values of accounts receivable and payable are mainly similar to their fair value since a significant
! ! | Idetermine income tax as from January 2005 + ! | Iportion is due in the short-term + !

} ‘Ferreyros SAA. [hereinafter the Comipany] was } } i } }

i iincorporated in the city of Lima in September 1922 1The variation in the purchasing power of the Peruvian i | I-The book values of long-term accounts receivable, bank loans and long-term debt, are similar to their fair value
} ‘under the name Enrique Ferreyros y Cia Sociedad }currency established on the basis of the Wholesale } i }as a result of comparing their interest rates with those pi'evailing in the market for similar obligations +

| ien Comandita + Subsequently, in June 1998 after  IPrice Index, according to official statistics for years | } | |

} several changes of its trade name, the# Company }2004 and 2003, were 4.9% and 2.0 %, respectively + } i }g] Investments in securities }

| amended its corporate by-laws in order to conform | | | |

} ‘them to the General Law of Companies, whereby its }b] Use of accounting estimates } i }The Company records its investments in affiliates and asso}ciates by the equity method, through which the results
| inew name is Ferreyros Sociedad Anonima Abierta | | } ifrom these companies are recognized in the Company's financial statements with credit or debit to the book
} }[Ferreyros SAA.] + Its legal address iis Avenida ‘The preparation of the financial statements requires } i }value of the investment; cash dividends received are cred}ited to the investment value +

| iIndustrial 675, Lima and it has branch oﬁ‘ides in Piura, iCompanys management to make certain estimates | } | |

} ‘Chiclayo Trujillo, Chimbote, Ica, Arequipa, Cusco, }and assumptions that affect the reported balances of } | }Investments in securitization trusts are stated by the equity method + Consequently, the Company recognizes
| iHuancayo Huaraz and Cajamarca + The }Companys jassets and liabilities, disclosure of contingencies, and | } in its financial statements the results of the operations oti the securitization trusts +

i imain activity is the importation and sale of }the recognition of revenues and expenses + If these } | } i

| imachinery, equipment and spare parts! rental of jestimates and assumptions, which are based on | } /In accordance with IAS 39 - Financial instruments: Recognition and Measurement, the Company has classified
! imachinery and equipment and rendering of  Imanagement's best judgement at the date of the ! | lits investments in common shares of other companies a$ available-for-sale investments; however, it considers
} ‘workshop services + } ‘finanual statements, are modified by the actual } } }that those investments will not be sold in the short nor rpedium-term + The available-for-sale investments are
! ! | icrrcumstances the corresponding balances of the | | linitially recorded at their acquisition cost and subsequently are valued at their fair value + The fair value of the
} ‘The personnel utilized by the Company to perform its }financial statements are corrected in the period in } L ‘quoted shares is determined in accordance with their qudted value + The profit or loss is recorded in the year's

|
|
1592 workers, and 34 executives, 584 employees and istatements are the provision for doubtful accounts,

}641 workers, respectively + ‘prowsron for obsolescence of inventories, provision
| ifor fluctuation of investments in securities,
}In accordance with the General Law of Companies, }deprecration of property, plant and equipment,
ithe financial statements as of December 31, 2004,  ;amortization of other assets and the determination of

}have been prepared by the Board of Directors and }income tax and workers' profit sharing +
jwill be submitted for consideration of General

;Stockholders’ Meeting to be held in March 2005 + ic] Trade accounts receivable and provision for

| ‘doubtful accounts
! !

i
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

2] Accounting Principles and Practices Accounts receivable balances are recorded at their }
inominal value, net of their corresponding provision |
|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

2004, comprised 33 executives, 519 employees and ‘S|gnif|cant estimates related to the financial

: :for doubtful accounts + The balance of the provision
IThe financial statements are prepared in accordance  ithat is determined on the basis of specific

}with regulations currently in force and generally }identification of overdue trade accounts, according to

laccepted accounting principles in Perll + Accounting  ithe policies established by the Company’s
}principles comprise principally International Financial }Management, is reviewed on a periodic basis to
IReporting  Standards [IFRS], which comprise  jadjust it to levels needed to cover potential losses in

}International Accounting Standards [IAS] made }accounts receivable + Accounts not collectible are

jofficial under resolutions of National the Council of written-off when identified as such +

}Accountancy + To the date of the financial !
;statements, the National Council of Accountancy has
|
|




|

Inancia
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‘h] Property, plant and equipment and deprecratron !
| |

‘Property, plant and equipment are staterf at cost, exceot land, which is recorded at cost plus revaluation +
rDeprecratron except that of the rental fléet, is calculaterd using the straight-line method at rates considered
Isufficient to absorb the cost over the esflmated useful lives of the assets + The depreciation of machinery,

fequipment and vehicles of the rental fleet‘ is calculated ufsing the used machine hour method +

| |

‘l\/larntenance and repair costs are charged to results as ‘rncurred and replacements and improvements, when
tsrgnrfrcant are capitalized + The cost and related accumulated depreciation of assets sold or retired are
‘elrmrnated from the corresponding accounts and the resultrng gains or losses are included in the year's results +
| |

‘Annual depreciation rates used by the Company are as follows

} r

|
1 | %

| r
rBuiIdings and other facilities 1 f 3
}Installations | | 10
Machinery and equipment ! f 10 and 20
}l\/lachinery and equipment, rental fleet | ‘ [*]
Vehicles ! f 20
ehicles, rental fleet ! ! [*]
fFurniture and fixtures ! f 10 and 25

| |

| |

| |

1i] Rental of machinery, equipment and vehicles
|

|

rl\/lachinery equipment and vehicles for renting through operative leasing are recorded in the account Property,
plant and equipment, calculating their respective deprecreftron through the used machine hour method + When
rrental contracts expire, these assets are transferred to the account Inventories for their technical servicing and
}for their subsequent sale or rental; in the latter they }are transferred to the account Property, plant and
iequipment + The rental income is recognized monthly through the machine hours used during the lease contract
‘term + ‘
r |

:j] Lease contracts :

| |

IMachinery and equipment lease contracts are recorded according to the financial method, recording the amount
}of the lease as an asset and an obligation, and chargind to results the corresponding financial expenses and
Idepreciation of the assets in the period in which they are accrued + Depreciation of these assets is calculated
}according to the used machine hour method + ‘

|

}k] Revenue recognition
| |

}Sales of machinery, engines, vehicles and spare parts are included in the year's results when all risks and benefits
irelated to their ownership are transferred to the buyer + Revenues from workshop services are recognized when
}the service has been performed + !
|

‘perlod in which the services are rendered +

|

}Other income is recognized as follows:

|

}Rent and interest from credit sales: on the accrual basis
IDirect sales commissions revenue: when the supplier attends the request +
}Financial interest: on the base of the effective yield +

iDividend revenue: when the Company's right to receive tffe payment is established +
| |

r ) , r
/1] Income tax and workers' profit sharing |

| |
| . _— . | . . L
(Current income tax and workers" profit sharing are calqulated on the basis of the taxable income which is
‘determined in accordance with tax laws in force + }

tDeferred income tax is accounted for by using the ||ab|||ty method recognizing the effects of temporary
drfferences arising between the tax bases of assets and ||ab|||t|es and their carrying amounts in the financial
rstatements by applying legislation and the tax rate in force + The main temporary differences are shown in
Note 14 + ‘

r |

}Deferred income tax assets are recognized to the extent} that it is probable that future taxable profits will be

1available against which the temporary differences can bejutilized +
| |

b . | . I

iProvisions are recognized when the Company has a present legal or constructive obligation as a result of past
levents, it is probable that an outflow of resources will be reqwred to settle the obligation and a reliable estimate
jof the amount involved can be made +
|

f- Personnel vacations
| |

‘Annual personnel vacations and other remunerated alisences are recognized on the accrual basis + The
Iprovision for the estimated obligation for annual vacations and other remunerated absences of the personnel
}as a result of the services offered by the employees are recognized at the date of the balance sheet +

! !

-Employees’ severance indemnities |

! !

'Provision for employees’ severance indemnities is made fdr the whole of the indemnity rights in accordance with
ithe current legislation and is shown net of deposits made in the financial institution, according to the
}employees' decision, and is recorded in the account Othe‘r accounts payable of the balance sheet +

! !

}n] Contingencies }
| |

}Contingent liabilities are not registered in the financial S‘tatements and are included in notes to the financial
;statements, unless their occurrence is considered remote + Contingent assets are not registered in the financial

Istatements and are disclosed only if their realization is cdnsidered probable +
| |

| |
ro] Balances in foreign currency and exchange rate differences

‘on exchange differences on forelgn exchange balances are included in the Result of the adjustment for the effect
1of inflation in the statement of profit and loss + [
!

|
fp] Cash and cash equivalents f
| |

| , | . .

(For purposes of the preparation of the cash flow statement, cash corresponds to the balance included in cash
}and deposits and demand deposits in banks + }

| |

;q] Basic earnings per share :

| |
IBasic earnings per share are calculated by dividing the net income for the year by the weighted-average number
(of the shares outstanding at the balance sheet date + The shares to be annulled or to be issued by the
Irestatement of the capital stock constitute a split of shares and, so for the calculation of the weighted-average
}of the outstanding shares it is considered as it those shares were always annulled or outstanding, respectively +
| |

'] New accounting pronouncements }

| |

ITo date, the International Accounting Standards Board [I‘ASB] has completed the process of revision of the IAS
1and has issued new accounting standards + All of the reyisions of the existing IAS and the new NIIF issued are
linternationally applicable with effect from January 1, 200‘5 + To date, these standards have not been approved
iin Pert by the National Council of Accountancy + The Company is in the process of evaluating the impact which

}the adoption of the revised IAS and new NIIF issued will }have +

r o .

I .
im] Provisions_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ L _________.



}- IAS 24 [revised in 2003], will affect the identification of re}lated parties and other disclosures on related parties + |
\ \ \

}- IAS 27 and 28 [revised in 2003] established principall)}‘ that investments in subsidiaries and in associates, if 5] Trade Accounts Receivable
ithey are included in the consolidated financial statements must be recorded in the individual financial statements |

}of investors at cost or fair value + Likewise if the invesﬁments are not included in the consolidated financial !

!
!
!

‘currency of companies + ‘ |
}Time deposits in foreign currency are of current maturity Pnd bear interest at average market rates +
|
|

T TE 777777 j‘ 50 51 [i] Improvement Project of the International Accounting S‘tandards I o N[N ] N 4| Cash andBanks
| \ | | | |
\ 5 } IAs part of the standard improvement project, fifteen IAS were revised to reduce or eliminate alternative \ \ \
} E | }procedures, redundancies and conflicts among standards, bs a way to obtain convergence in certain aspects with }At December 31, this account comprises: } }
: 3] } :U.S.GAAP as well as implement other improvements + : : : :
- |
}E \ JIAS amended under this project are listed bellow: } } ‘ 2004 2003 }
W } | | | | 5/.000 5000 |
— [ 1+ 1AS 1 [revised in 2003] affects the presentation of minority interest and other disclosures + \ \ [
© | | | Time deposits | 12,136 25,051

O [ 1+ IAS 8, 10, 16, 17, 31, 32, 33 and 40 [revised in 2003] and IAS 39 [revised in 2004], which do not contain (Current accounts | 10,327 9,818 |

% } }changes that may materially affect the financial statemed‘ts or policies of the Company + }Petty cash 1 1,578 2,200 1
| | | | 24,041 37,069 |

LIE. } ‘ IAS 21 [revised in 2003], establishes principally gwdélmes and requirements to determine the functional } }
\ [ [
\ [
| |
\ [
\ [
|

|

Istatements, they should be registered in the individual financial statements of the investors by the fair value :At December 31, this account comprises: :

‘method + : : :

o L ,,,,,,,,,,,,,,,,,,,,,,,, o o Fm———————— I o o
}[u] In addition, as part of the review ofthe‘standards relat'ng to business combinations, resulting in the issuance } | 2004 2003

jof IFRS 3 “Business Combinations”, IAS 3§ Impairment of assets and IAS 38 - Intangible Asset, have also been | 1 Current Long-term Current Long-term
‘revised + | } } | S/. 000 S/.000 S/. 000 S/. 000

\ ‘ | | ! |
‘[m] New International Financial Reportmg Standards ‘ IInvoices and notes receivable } [ 165,034 31,647 118,190 40,066
‘IFRS 2 - Share-based payment; IFRS 3! - Business cqmbmanon IFRS 4 - Insurance contracts and IFRS }Deferred interest [ } [6,892] [2,982] [5,754] [1,876]
16 - Exploration for and Evaluation of Minéral Resources + IProvision for doubtful accounts } [ [64,971] - [63,191] -
} ! } } w } 93,171 28,665 49,245 38,190

\IFRS 5 - Non-current assets held for sale q‘md discontinued operations + ! } |
i Affiliates [Note 7] ! 1 13,363 - 28,121 -

\The objective of this IFRS is to specify the accountlng for a$sets held for sale, and the presentation and disclosure } |
of discontinued operations + } } 106,534 28,665 77,366 38,190

| \

\

|
|
|
\ |
|
\ | |
: ! ! |
| | | |
3] Foreign Currency ITrade accounts receivables are gu#ranteed with the inventories sold and, in some cases depending on the
| } }transactions’ importance, additional guarantees are required + These accounts receivable do not bear interest,
‘ | iexcept the notes receivable that beﬁér an annual interest rate and a collection commission of between 14% and
The balances in foreign currency as of December 31 compnse the following: }16% + | }
|
\ |

|
[ }At December 31, 2004 trade accou}nts receivable for US$'0.6 million and notes in collection in a local bank for

\
|
! 2004 2003 JUS$ 0.2 million are guaranteed vvit}h promissory notes gr,‘anted by Caterpillar Financial Services [Note 12] +
} US$ 000 US$ 000 i ‘ |
| |
| | | |
IAssets } | ! } |
'Cash and banks 1 1 6,437 9,649 } i }
e T e T . N
JOther accounts receivable 1 17,527 20,995
[ | 62,753 54,389
| \
| |
Liabilities |
'Bank overdrafts and loans ! 5,955 7,506
Trade accounts payable | 40,218 54,155
I0ther accounts payable ‘ 5,678 5,769
\Long-term debt } 77,351 70,087
‘ ‘ 129,202 137,517
| I
| |
INet liabilities [ 66,449 83,128
T
|
|

‘Foreign currency balances at December 31, 2004 have‘ been substantially stated at the exchange rates of
\S/ 3.28 and S/. 3.283 per US$ 1 for assets and ||ab|||t|es respectively [S/. 3.461 and S/. 3.464 per US$ 1,
respectwely, at December 31, 2003] + ‘
\ |
}As of December 31, 2004 and 2003, the Company req?rded foreign exchange gains amounting to S/. 59.0
imillion and S/. 41.1 million and foreign exchange Iosses amounting to S/. 47.0 million and S/. 36.9 million,

\
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
””””””” }"""""""”WrédééchUnTsTeEeWa‘bF’"”"””"”"’"”38,789”"""’23,745””"”"’"””””
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
} ‘respect|ve|y+
|
|
|



| |

| |

| |

T TE 777777 j‘ 52 53 }The annual movement of the provision for doubtful accm}mts was the following: } 6] Other Accounts Receivable

| \ | | | |
[ 5 } [ [ [ [
} E | 1 2004 2003 } }At December 31, this account comprises: }
7] } [ S$/. 000 S/. 000 [ [ [
| | | | |
"'('-U' \ o [ [ [
| \ IBeginning balance | 63,191 60,335 | | ‘ 2004 2003
}Lﬂ } lAdditions of the year } 14,098 7,856 } } \ S/. 000 S/. 000
[— \ IReversion for annulled sales | [185] [1,903] | | \
}_E } 'Reversion for portfolio transference ! [1,259] - } ISecuritization trust [Note 25] } 52,856 61,741
O \ |Write-offs | [4,034] [902] | |Affiliates [Note 7] | 2,544 10,228
} % } IResult of the adjustment for the effect of inflation ! [6,840] [2,195] } }SVC Inversiones S.A.C. } 5,683 8,407
| = [ ; } | |Obras de Ingenieria S.A. | 2,298 -
li.l_. } 'Ending balance ‘ 64,971 63,191 } }Personnel } 2,806 3,547
‘ ‘ ! } ‘ Other ‘ 2,387 5,052
\ } \ \ \ \ \ 68,574 88,975
} | }The aging detail of trade accounts receivable is the follov‘ying: } } }
| : | ! ! IProvision for doubtful accounts | [7,904] [5,529]
| | | | | \
| | | | |
| | 2004 2003 ! | ! 60,670 83,446
} } $/.000 $/.000 } } }
| | | | | |
| ICurrent ! 135,756 121,258 | \The annual movement of the provision for doubtful accoynts was the following:
| 1Between 1to 30 days pastdue 4 641 769 A ________ e o _______ L
} 'Between 31 to 90 days past due } ! 4,886 835 } | } !
| 1Between 91 to 180 days past due ! | 1,451 23 | } | 2004 2003
} IOver 181 days past due } ! 67,310 63,492 } | } S/. 000 S/.000
| ; ! ; | ! | |
w w } w 210,044 186,377 w } |Beginning balance w 5,529 528
} } | | } | |Additions of the year } 2,499 5,001
[ [ | [ [ | IResult of the adjustment for the effect of inflation \ [124] -
} Trade accounts receivable over 180 daysl past due as of December 31, 2004 and 2003, had a provision for } ! } }
\ Idoubtful accounts amounting to S/. 65.0 r}nillion and S/. 63.1 million, respectively + \ } IEnding balance \ 7,904 5,529
| | | | | | _ O
| | } | | } | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
| | | | | | | |
! e O Lo e




| |

| |

| |

I 7, B B ! ! 7] Transactions with Affiliates
2 545 | |
'@ \ [ [ [ [ [
} E 1 } } }The movement of the accounts receivable and payable vv‘th affiliates for the year 2004 is the following: }
o) } | | | | |
| | | | | |
[ \ [ [ [ [ [
\E \ | | | | |
(Vo) } } } } } } Result of the
— ! | | | Beginning; | adjustment for the Ending
}_E } } } } balance/ Additions Deductions, effect of inflation balance
| O [ | | | S/. 000, S$/. 000 S/.000, S$/. 000 S/. 000
= : | | | | |
} g 1 } } :Accounts receivable } }
[ | | ITrade: I |
- | | | Orvisa S.A. 21,797, 13,658 28,177], 4 7,282
\ } \ \ IUnimagq S.A. 3,972 3,936 [3,257]! (1] 4,650
} | } } }Domingo Rodas S.A. } 27 } - 27
| | | IMotorindustria S.A. ! , :00/]
: Motorindustria S.A 341 1,702 [1,867] 2 178
} } } Fiansa S.A. 1,868, 925 [1,656], 1 1,138
\ \ \ IDepésitos Efe S.A. 143 246 [301]: - 88
| | | | | |
| | | | | |
[ [ [ [ 28,121 20,494 [35,258]) 6 13,363
| | | | 1 — 1 — ]
1 | | JAccouniireceiyablg ,,,,, e 1 ,,,,,,,,,,,,,,,,,,,,,,,,, L ,,,,,,,,,,,,,,,,,,,,,,, |
} }0ther: | } }
| iUnimagq S.A. } 3,126 2,650 [4,580], [538] 658
} }Fiansa S.A. | 573} 1,016 [174]} [243] 1,172
| {Motorindustria S.A. } 3,202, 130 [3,186]; [146] -
‘ IDepdsitos Efe S.A. | 693! 373 [632] (61] 373
} 'Domingo Rodas S.A. ! - 351 . [10] 341
: :Orvisa S.A. 1 2,634: 4,005 [5,61 1]1 [1,028] -
|

| | | |
\ \ : 10,228 8,525 [14,183] [2,026] 2,544
| | | :“ =98 :“ __1£,920] 2054
| |
| IAccounts payable } | |
| Trade: ! | |
[ I0rvisa S.A. } 1,669 1,354 [3,013] [10] -
: :Unimaq S.A. [ 159: 2,643 [2,507]: [1] 294
| Motorindustria S.A. } 2,972 31,312 [31,648] 3 2,639
} }Fiansa S.A. [ 377} 3,776 [3,831]} 1 323
| |Depdsitos Efe S.A. ‘ 30, 791 [730], [1] 90
| | | | |
} } | 5,207, 39,876 [41,729] [8] 3,346
[ [ | T - T - ]
} }Accounts payable } } }
\ INon commercial: | \ \
} Orvisa S.A. | . 3,115 [1,913] [11] 1,191
! |
|
|

|
|

IThe other accounts payable are iﬁcﬁcfed* in the Otheraccounts payableinthe balance sheet+ ~~~~~~~ "~~~ "~~~ "~~~ oo oo oo

| |




| |
| |
| |

. IMain transactions with affiliates are summarized as follows: nvestments in Securities
4 j‘ 5 57 ‘M h affil d as foll | 9] 1 S
N - \ | | | |
'@ } I I I I I
} E | 1 2004 2003 }At December 31, 2004 and 2003 this account comprises{ }

7] \ [ S/. 000 S/. 000 [ [ [
| o } I I I
| | | | |
\E \ 1Sales of goods: | | Quantity Participation/ Unit nominal Book values
(Vo) } Fiansa S.A. } 162 30 } 2004 2003 in equity, value 2004 2003
E— [ iUnimag S.A. | 2,558 1,966 [ [ %I S/.000 S/.000
.© | (Orvisa S.A. | 11,225 5,703 | | |
I [ Motorindustria S.A. | 4717 1,121 (Common shares in subsidiaries | |
visa >.A. ' ) ' ' . . , '

} % } } } }O isa S.A } 5,750,673 5,637,915 99 OO} S/ 1 22,586 17,673
= [ ;Sales of services: | Motorindustria S.A. | 12,292,341 12,292,341 99.98, S/ 20,488 16,927
:i.l—_ } }Fiansa S.A. } 62 89 }Domingo Rodas S.A. } 9,365,206 8,927,746 100.00} S/ 13,556 9,529
‘ ‘ \Unimag S.A. ‘ 137 258 \Unimag S.A. ‘ 6,005,311 3,991,845 99.99, S 1 9,012 7,974
\ } IMotorindustria S.A. \ 539 1,015 IFiansa S.A. [common shares] \ 5,080,010 5,080,010 99.00! S/ 1 5,588 5,445
} ‘ Orvisa S.A. } 44 248 'Heavy Machinery Services Ltd. } 300,000 100.00, Us$ 1 - 1,125
[ ‘ IDepositos Efe S.A. [ - 196 IFiansa S.A. [investment shares] [ 1,004,965 1,004,965 93.50! S/ 1 1,105 1,077
} | } } Depsitos Efe S.A. } 843,082 512,843 99.87, SI. 1 1,647 954
| IPurchase of goods: | | | |
| | : | | | |

Unimaq S.A. 2,221 1,535 73,982 60,704
| | | ' ' | | |
[ 10rvisa S.A. [ 1,307 1,522 [ [ [
} }Fiansa SA. } 3,173 870 :Common shares in other companies } }

o L ———— T RS Quoted e o _______ L | _ .
} }Purchase of services: | } }La Positiva Sequros y Reaseguros SA. } 11,247,007 10,684,957 13.79} S/ 1 12,837 14,074
| Motorindustria S.A. } | 26,313 21,006 iNot quoted } | |
} }Fiansa S.A. | } - 1,648 }Other | } } 1,484 1,127
| ‘Depésitos Efe S.A. : | 664 727 | : | |
} }Orvisa S.A. | } - 43 } | ‘ ‘ 14,321 15,201

| | I I
| | | | | |
! ! } ! ISecuritization trust [Note 25] } ! !
| Investment | | | 985 10,953
w ‘ w |Equity interest } w w 362 13,403
| | ‘ | | ‘ | |
| | | | | |
[ IAt December 31, this account comprises: } [ [ 1 [ [ 1,347 24,356
| | ‘ | | ‘ I I
| | | | | |
| | } | |Other investments } | |
} ‘ | 2004 2003 }Securitization trust - Cosapi S.A. | } } 3,948 6,323
| | 1 5/.000 5/. 000 | } | |
} } [ } } [ } } 93,598 106,584
| iMachinery, engines and vehicles : | 94,839 114,211 | : | |
} }Spare parts | } 67,040 71,591 } | } }
| |Repair shop services in process } | 23,730 23,886 | } | |
‘ lIn transit | ‘ 32,427 13,982 ‘ | ‘ ‘
} } ! } 218,036 223,670 } | } }
| | | | | | | |
} 1Pr0vision for obsolescence of inventories 1 [13,948] [13,697] } } } }

T
| | | | | | | |
} } | } 204,088 209,973 } i } }

lAt December 31, 2004, certain machinery, engines and v‘ehicles for US$ 2.1 million and warrants for US$ 0.3
}million are in guarantee of promissory notes granted by C%terpillar Financial Services and endorsements granted
1by a local financial institution for US$ 0.5 million on notes payable to Caterpillar Brasil S.A. and Agco do Brasil S.A.
}[Note 12] + }

| |
}The annual movement of the provision for obsolescence ﬁ‘)f inventories was the following:

|
|
} 2004 2003
\ S/. 000 S/.000
|
|
IBeginning balance 13,697 14,879
Additions of the year 9,854 17,716
IReversion of sales [8,776] [14,506]
Write-offs (827] 4,392]
|
'Ending balance 13,948 13,697




jown of its subsidiaries Depésitos Efe S.A. anq Orvisa S.A.
|
:l\/lachinery and equipment for US$‘ 5.1 million at Decemper 31, 2004 are pledged in guarantee of long-term
}debt with Caterpillar Financial Ser\nces [Note 12] + In dddmon the Company has constituted mortgages on
jits property for US$ 25.0 million z?s a guarantee of prqmlssory notes for US$ 18.5 million granted by such

‘lnstltunon + [ ‘
[

}for S/. 0.2 million and S/. 3.1 million, respectively +

iThese acquisitions were paid thrpugh the

}compensation of account receivables) to those

isubsidiaries [Note 26] + :
! |
}Securitization bonds - Cosapi S.A., correspond to an ‘ |
\At December 31, 2004, the accoynt machinery and equipment, rental fleet includes cost and depreciation
}amounting to S/. 8.4 million and S/. 1.3 million, respecti\‘(ely [S/. 24.9 million and S/. 8.7 millions, respectively,

\at December 31, 2003] related tq‘ financial lease agreements which were partially cancelled by utilizing a

lexchange of a liability for securitization bonds issued
‘by a securitization company, with & monthly
\redemptlons until October 2006 + |

| |
| | |
BN 7, a | | i
}‘E i 58 59 } }
'@ \ [ [ [ [ [
} E 1 } } }Changes in the property, plant and equipment accounts a}nd in the corresponding accumulated depreciation for }
7] [ \ \ Ithe year ended at December 31, 2004 are as follows: | \
+ | | | | | |
| ! | | | | |
vy | | | | Additions |
o ! | | [ to cost/ |
}_E } } } } Beginning application } Reclassi- Ending
I [ | | | balances to results Deductions | Transfers fications balances
} % } } } } S/. 000 S/. 000 S/. 000 1 S/. 000 S/. 000 S/. 000
| I | | | | |
i | | | cost | |
‘ ‘ ‘ ‘ Land . 49,749 78 ‘ - 49,827
\ } \ \ \Bu|ld|ngs and other facilities \ 74,065 118 \ [587] 73,596
} ‘ } } Installations } 9,761 632 _ - (85] 10,308
[ ‘ [ [ IMachinery and equipment [ 104,214 4,800 [3,844] 1 7,872 [379] 112,663
} | } } ‘Machinery and equipment, rental fleet 108,983 14,597 - [37,966] - 85,614
| | | IVehicles | 4,936 308 [320] 1 [192] - 4,732
} } } Vehicles, rental fleet } 8,302 156 - (8,462] 4 -
[ [ [ IFurniture and fixtures [ 25,081 2,976 [67] | [18] - 27,972
| | | \Work in progress | 1,840 422 - - - 2,262
o L A e Fm———————— e L] __
} }At December 31, 2004 and 2003, the \balance of } | } 386,931 24,087 [4,231] [38,766] [1,047] 366,974
| [investments in subsidiaries and associates has been | } |
} }determined by the equity method on the basis of their }Accumulated depreciation }
| (financial statements, recognizing the }Company’s |Buildings and other facilities } | 19,057 2,389 [548] 20,898
} }participation in the results of these subsidiaries of }Installations | } 6,546 893 - - - 7,439
| ithose years of S/. 10.7 million and S/. 7.3 million, iMachinery and equipment [ | 66,788 13,707 [2,448] [2,986] [2] 75,059
[ Irespectively, which have been included in p‘he account \I\/Iachmery and equipment, rental ffe et [ 28,211 12,020 - [19,065] - 21,166
} }Other net in the statement of profit and‘ loss [Note \/ehlcles : } 4,372 382 [234] [173] - 4,347
[ \23] + ‘ \Vehlcles rental fleet | [ 3,276 346 - [3,622] - -
| ! Fumniture and fixtures ! 19,832 2,274 (45] [1] - 22,060
| \In November 2004, the Company madé a capital | } |
} contrlbutlon to its subsidiary Depositos Efe S.A., } } } 148,082 32,011 [2,727] [25,847] [550] 150,969
| | |
} ‘acquwed the investments in Domingo Rodas SA. of Net cost i | 238,849 216,005
| | | |
| | |
| |
|
|
|
|
|
|
|
|
|
|
|
|
|

!
|
|
!
|
|
!
!
|
|
!
!
|
!
!
!
\
!

uncreasmg its investment in S/. 0.3 rﬁllhon and |
|
|
!
!
|
!
!
!
|
!
!
!
|
!
!
|
|
|

\
!
!
!
!
!
!
!
!
!
!
|
!
!
!
|
!
!
!
|
!
!
!
|
!
!
!
|
!
|
} } purchase option + L ‘
”””””” }”"”"””""Dnﬁprﬂ 2003, tﬁeTmpanysolﬂﬁét’otﬁl’ofit@””"”"””""’""’”""T""""""”’ e
| ‘shares of Matreq Ferreyros S.A. for approximately ! : :
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
|
!
!

15/. 36.4 million, equivalent to US$10 million + This
‘transacﬂon generated a loss for the Company of
\apprommately S/. 2.5 million, equivalent to US$ 0.7
}m|ll|on which includes the elimination of the
igoodwill for S/. 18.3 million which was originated

|
|

At December 31, this account comprises: }

|

Ifrom the acquisition of the above-mentioned !

\

|

|

|

| \

| |

| |

| |

| |

| |
}investment, and is included in the account Other, net } 2004 2003 }
‘in the statement of profit and loss [Note 23] + ; S/. 000 S/. 000 :

| | |
\As part of this transaction, the Company guaranteed | Bank overdrafts ! 1,098 321 |
‘that Matreq Ferreyros S.A. would obtain minimum } | } }
laccumulated gross profits of US$ 45 million in the | IBank loans in foreign currency ! !
first eight years as from the date of the transaction + | 'Banco de Credito del Perd | 9,084 |
If this profit level is not achieved, the Company must | IBBVA Banco Continental | - 7,267 1
pay to the buyer between US$ 1 million and US$ 4 | Interbank } 6,566 4
imillion in accordance with the profit obtained at the | iStandard Chartered \ 12,516 -
end of the established period and without a financial | } ‘ 19,082 16,351 |
icharge [Note 17] + | | | |
! } }First program of short-term financial instruments 1 10,857 1

| | |

} 1 20,180 27,529 1

| |

| |

! |



|
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|
IBank loans correspond to credits obtained to finance wotking capital and importations + These balances have

}current maturities, bear annual interest at fixed rates that }ﬂuctuate between 3.9% and Libor plus 2.0% and are
Iwithout specific guarantees + !

}Additionally, the Company finances its operations throug‘h short-term financial instruments; in this sense, until
}the end of 2003, the Company had recorded in the Publ}ic Registers of the Stock Market the First Program of
IShort-term Financial Instruments - Ferreyros for an amount of US$ 30 million + At December 31, 2003, the
}balance of the outstanding liabilities corresponds to th¢ Third Issue, series B for US$ 3 million which were
iredeemed in January 2004 and bore an annual interest rate of 3.83% + In addition, in a meeting of the Board

lof Directors held on July 21, 2003, the Second Program bf Short-term Financial Instruments was approved for

1an amount of US$ 30 million, which was authorized, in Qctober 2003, by the General Management Resolution

12] Long-Term Debt
|

IN0.083-2003-EF/94.11 of CONASEV + This new program is guaranteed by the Company's equity + At
iDecember 31, 2004, financial instruments correspondingto this program have not been issued +
|

|
|
|
At December 31, 2004 and 2003 this accpunt comprises;
|
|
|
|
|
|
|
|
T
|

|
1[1] Corresponds to a joint credit line +

}[2] Corresponds to an endorsement granted by a local financial institution +
[3] Credit line granted for one time only +
|
|

|
|
|
|
! |
| |
|
! Authorized | \ Outstanding balances
Type of } and used Total! ‘ Total Current Long-term
Institution loan Maturity ! amount 2004} 2003 2004 2003 2004 1 2003 2004 2003
1 US$ 000 us$ 0}00 us$ 0001 S/. 000 S/. 000 S/. 0001 S/. 000 $/. 000 S/. 000
| | | | |
\Caterpillar Financial Services | | Promissory Quarterly | 60,000/ [1] 27,461 36,276, 90,156 131,822 16,930 12,888 73,226 118,934
IPromissory notes with an annual interest bf Libor plus | notes and | 27,461 } | |
13.25% to 4.5% and an annual interest ofi 10.2% } semi-annually } | } }
iwith guarantee of trade accounts receivatjle, inventories | until 2010 | } | |
}and property, plant and equipment | } } | } }
/[Notes 5, 8 and 10] + : | | : | |
| | | | | | |
}Ferreyros Bonds } } } } } }
IFourth emission A, B and C series and Corporate bonds ! Corporate Until [ 45,000/ (3] 45,000 30,000 147,735 109,012 49,245 98,490 109,012
}First emission A and B series with annual interest } Bonds November } 45,000 } } }
Irates of 4.5% to 7.5% with guarantee on the Company's | 2007 \ | \ \
equity + | | | | | |
| | | | | | |
| | | | | | |
ﬁ:maﬂﬁaﬁﬁsﬁtﬁtﬁ)ﬁs 777777777 R 7: 77777 “Promissory — Monthlyand ™~ T 7: 77777 5000~ T lf,ﬁl? T 7,6901 T 136000 T T T T T T4 T T *5,712‘8:7 T T 792 AR A IV 43507
Promissory notes with a semi-annually interest rate of | notes  semi-annually | 4,142 | |
14.5% and annual rate of 10% + | until 2006 | | \
| | | | |
| | | | |
}Caterpillar Brasil S.A. } } } }
iNotes payable at an annual interest rate of | Notes Quarterly | 5,000/ [2] 256 1,017, 840 3,696 840, 2,767 929
}4,625% t0 6.25% [Note 8], with the } until 2005 } 256 } }
iendorsement of a local financial institution + | | | |
| | | | |
Agco do Brasil S.A. } Notes  Semi-annually } 5,000/ [2] 492 915 1,614 3,323 1,614 2,483 840
INotes payable at an annual interest rate of 4.56% ! until 2005 ! 492 ! !
1t0 6.375% [Note 8], with the endorsement of a local | } } }
}financial institution + } } } 1
:Other : Various  Semi-annually : 189} 686 : 686
\Comprise various loans and credits for importations | until 2004 } } }
1at several interest rates + [ [ [ [
| | | | |
: : ; 77,351 70,087; 253,945 254,681 74,057; 20,616 179,888 234,065
| | | | |
| | | |
A | | |
| | | |
| | |
| | |
| | |



|
|
|
}Based on its forecasts, the Company’s Management consﬁders that the deferred income tax and workers' profit

isharing will be recovered through their application to future taxable income +

}million, equivalent to /. 73 million [US$ 42.3 million, equivalent to S/. 154 million at December 31, 2003] which

(bear interest at annual rates which fluctuéﬁte between 3.65% and 3.94%, plus a commission of 0.785% +
| | |
| | |
| |

14] Deferred Income Tax and Workers’ Profit Sharing
\

! | !
At December 31, 2004 and 2003 the baldnce of this accpunt comprises:

| | |
| | |
T ’}E ****** i 62 63 }_The payment schedule of the total debt, net of interest, as of December 31, 2004 in United States dollars and | The temporary differences that originate deferred income| tax and workers" profit sharing are as follows:
K 1 jin New Peruvian soles at this date, is as follows: | | | |
'@ | | | | |
} E 1 } ‘ 1 } Balances} Additions Balances
: 3] } :Years | Us$ 000 S/. 000 : : at December: and reversals at December
= | | | | | 31, 2003, of 2004 31, 2004
\E [ 12005 [ 22,558 74,058 [ [ S/. 000! S/. 000 S/. 000
“n | 12006 | 23,494 77,131 | | |
— [ 12007 | 17,270 56,697 | IProvision for obsolescence of inventories [5,041]i (456] [5,497]
}.E : 12008 1 1,437 4,718 } Differences on depreciation rates [4,355] 224 [4,131]
O | 12009 ! 1,437 4,718 | 10ther provisions [3,554] 298 (3,256]
| % | 2010 | 11,155 36,623 } Result of the adjustment for the effect of |
| = \ \ \ \ linflation of inventories, |
li.l_. } } } 77,351 253,945 } }Iand and investments in securities [1,189]} [2,593] [3,782]
\ [ \ \ \ |Equity participation in securitization trust | 142 142
} } } } } }Provision for vacations [854]! [803] [1,657]
| | ,On March 16, 2004, the General Management Resolution No.028-2004-EF/94.11 of CONASEV approved the | Intangibles with limited life 84], 96] 180]
! : ladvance proceeding and inscription in the Public Registers of the Stock Market of the First Program of \ IDeferred earnings, net 156] 2,884 3,040]
} }Ferreyros Corporate Bonds for up to US$ 50 million + ‘At December 31, 2004, the Company has issued the } }Financial lease operations [2,916], [1,202] 1,714
[ ifirst issue of series A and B for a total amount of US$ 151 million + [ [ !
| | | | } [11,837), [1,410] [13,247]
| | | | | |
| | 'Land revaluation [5,626] 481 6,107
» | » » o T T T i
| | . .
: :At December 31 this account comprises: } : : } : [
| | ‘ | | ‘ | |
| | | | | | | 2004 2003
} : ‘ 2004 2003 } | } S/. 000 S/. 000
‘ ‘ w 5/.000 5/.000 ‘ | ‘ ‘
} } | | | | IDeferred income debt tax at the end of the year | 7,140 6,211
‘ Notes payable : | 73,216 153,930 | : 1Deferred income debt tax at the beginning of the year | [6,211] [4,136]
[ lInvoices | [ 57,674 44,749 [ | [ \ 929 2,075
| Affiliates [Note 7] \ | 3,346 5,207 | ‘ | | —= - -
| \ } ! ! } ICredit to income of the year !
: : ! : 134,236 203,886 : ‘ :Workers’ profit sharing : 279 526
! ! } \ ! } lIncome tax ! 1,489 1,772
| | \ | } ! 'Adjustment | 839] 223
| |At December 31, 2004, the balance mainl‘ly includes accounts payable to Caterpillar Americas Co. for US$ 22.1 | } \ [ 929 2,075
| | | | e E———
| | | |
| | | |
| I |
[ ‘ \
| I |
I I |
I I |
[ ‘ [
| I |
I I |
I I |
[ ‘ [
| I |
| |

| e s
| S/. 000 S/. 000

|

}Income tax 5,634 4,789

iWorkers" profit sharing 1,506 1,422

|

lBaIance at December 31 7,140 6,211



; | |
| | |
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} E 1 ‘a] Capital stock } } }The Company's Management considers that the taxable in#ome under the general regime of income tax has been
7] } | | \ Idetermined in accordance with tax laws currently in force by adding to and deducting from the result adjusted
}-l-' | }The authorized, subscribed and paid-in capital stock ai December 31, 2004 amounts to S/. 239,800,000, } }forinﬂation [suspended as from 2005], those items considéred as taxable and non-taxable, respectively + Taxable
\E \ iformalized by public deed and represented by 218,000,000 common shares at a nominal value of S/. 1.10 each | lincome has been determined as follows: |
(Vo) } one, of which 86.96% belongs to national investors and 13.04% to foreign investors + } } }
e \ [ [ [ [ \
}_E } By agreements of the Ordinary Stockholders’ Meeting of March 24, 2004, the capital stock was increased in } } 2004 2003
I [ 1S/. 10.3 million through the capitalization of the restatement of the additional capital, revaluation surplus and | | S/. 000 S/. 000
| % } retained earnings + | | | |
= | | | | /Income before workers profit sharing and income tax | 43,697 34,927
li.l_. } }At December 31, 2004 the Company’s capital structure isi‘ the following: } } }
| | | | | {Plus [less] permanent items |
[ } [ [ [ \Non deductible expenses [ 10,796 14,997
} | }Percentage of individual } Number of  Percentage of total } Equ|ty value of investments in affiliates } [12,537] [7,857]
; : ;participation in capital ; stockholders participation ; ; ;
Plus [less] temporary differences

} }Up to 1.00 1 745 13.66 1 lDeferred income of the year 1 [6,687] [190]
} From 1.01 10 5.00 1 9 25.38 } \Prior years' deferred income - application ! 2,328 942
[ IFrom 5.01 to 10.00 \ 4 26.78 [ IProvision for obsolescence of inventories \ 1,084 [2,106]
} lFrom 10.01 to 100 ‘ 3 34.18 } Difference on depreciation rates ‘ [1,723] 2,450
| L R A o ____ e i |Pravision for vacations . _ _ Lo _ 2291 3770 _
} j | j 761 100.00 } | ‘Result of the adjustment for the effect of inflation of j
| | } | | } unventorles investments in securities and land | 6,091 [1,130]
} } | } } | IFinancial lease operations 1 4,196 2,564
| (The issuance of the shares corresponding td the restatement for the effect of the inflation of 2004 is still pending + | } {Provision for estimated expenses | [697] 3,542
} ‘In accordance with current legislation, the issuance of such shares does not constitute a dividend and is not } | ‘D|V|dends received from the securitization trust during thF year 2,345 -
| ‘sub ect to income tax + } ‘ | } ‘Other items ! [267] 645
| | | | | | | |
| 'b] Additional capital : } } | Taxable income 1 50,917 49,161
| | | | | | |
} ‘Corresponds to the additional premium o\n the subscrlpt‘on for shares related to the increase in capital stock } \ }Workers' profit sharing 1 [3,772] [3,641]
\ \agreed in the Extraordinary Stockholders Meeting of January 13, 1997, for placing 24,999,989 shares at a | } | |
: :nommal value of one New Peruvian Sol each in both local and international stock markets, including those : | :Basis for income tax 1 47,145 45,520
| iplaced through an American Deposﬁary‘Recelpts Program [ADRs] + The premium amount, which can be | } | |
} }capltahzed at any time, will benefit equally the outstandﬂg shares as well as the shares to be issued as a result } | }Income tax } [14,144] [12,290]
| jof the mentioned increase in capital stoclg + At December 31, 2003 the total balance was capitalized + } } } }
| \ | |
1 ‘c] Revaluation surplus } 1 1 } lb] The loss [profit] for income tax includes: 1
| | | | | | | |
} }The surplus corresponds to the difference between the }book balance of land with the assigned value from } } } ‘
} ‘techmcal appraisals of an independent expert in 1999 wh|ch can be capitalized and/or used to compensate } | } 2004 2003
| ‘Iosses + At December 2004 and 2003 a portion of this balance was capitalized for S/. 659,000 and | } | S/.000 S/. 000
: \S/ 1,416,000, respectively + ‘ : : | : . :
| } | | } Current income tax | 14,144 12,290
1 \d] Legal reserve 1 1 1 1 lDeferred income tax [Note 14] 1 [1,489] [1,772]
| Wn accordance with the General Law of Companles this Tes’erT/e’nTusT be constituted by the transferof 10% of ~ — — — — e b e Rt 12,655 T 10,518 — -

‘net income of the year up to a maximum of 20% of th'% paid-in capital + In the absence of non-distributed
iearnings or non-restricted reserves, the legal reserve may be used to compensate losses that must be restored
}from future earnings + This reserve can be capitalized an‘H its restoration is equally mandatory +

| |

‘The appropriation from net income for the year 2004 for}S/ 2.8 million to the Legal reserve will be carried out
‘when approved by the Company” Stockholders +

The income tax before tax is different from the theoretm#l amount that would have resulted from applying the
uncome tax rate as follows: |

|
|
| |
} } 2004 2003
‘e] Retained earnings | | S/.000 S/. 000
| | | |
}The General Stockholders’ Meeting held on March 24, 20¢)4 was approved the distribution of cash dividends for }Profit before taxes 1 43,697 34,927
\S/. 9,318,000 and the capitalization of retained earnings\for $/.9,610,000 + [ :
13,109 9,431
‘ I 1
\D|V|dends on behalf of shareholders, other than dommled\legal entities, are subject to a 4.1% income tax which INon-deductible expenses ! 3,239 4,049
'must be withheld by the Company + Non-taxable income | [3,761] [2,121]
IWorkers” profit sharing \ [1,132] (841]
Other } 1,200 -
| |
Income tax for the year } 12,655 10,518
|
|
|
|
|
|

\
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
} }Income tax by applying the tax rate of 30% and 27%
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|



| |
IThe taxable income is determined on the basis of the Ic] At December 31, 2004 the Company maintains in prdcess its reclamation against claim for indemnities for
}net assets stated in the balance sheet, restated }contractual respon5|b|||ty brought against it by third- partles for US$ 2.0 million +

Ifollowing Legislative Decree No.797, as of December | |

|
7, j‘ 66 Additional estimated payment of income Tax was 17] Contingencies and Commitments
}'E | 67 ‘mapphcable since its inception + |
'@ } [ [ [
! ! : iod i : ; 1 1
The credit not applied is considered as an illegally Contingencies
| ! | | |
| g ! Imade payment and its return and or compensantion |
H('-U' } }vvill be required in accordance with the regulations of }At December 31, 2004 the Company has the following cbntingencies:
| ! ithe Peruvian Tax Code + | |
wd
}V) } } a] In February 2003, the Company received a Resolution pf a fine for S/. 2.3 million, including interest, because
[— | if] Temporary tax on net assets \of a supposed omission in the regularization payment of i |ncome tax for the year 2000 + The Company has filed
_E } ! ‘the respective claim with the Fiscal Court + ‘
> \
% } }assets will come into effect, which is applicable to the 'b] In April 2003, the Company received tax assessments H‘elated to income tax and value-added tax for the year
e | ientities which generate third category income subject 12000 for a total amount of S/. 4.0 million, which includes fines and interest + The Company has filed the
e } }to the general regime of income tax + }respective claim with Tax authorities + }
|
|
|
|
|
|

}31 of the prior year to when the payment is expected }The Company’s management, based on the opinion ¢f its legal and tax advisors, considers that these

Ito be made, after depreciation and amortizations lassessments and claim are unfounded and that the finaliresult will be favorable to the Company; therefore, it

}have been deducted + }has not considered it necessary to record a provision +

'The value of the net assets in the balance sheet as of

| |
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
: :As from January 1, 2005 the temporary tax on net : \ |
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [
[ [

!
! !
‘ ,Commitments }

|

f

|

|

|

|

\

\

|

|

|

|

|

|

|

|

|

|

|

1 Lo _1December 31 will be restated applying the IPM_of the . _ _ _ o ___ S L .

} }c] Peruvian tax authorities have the right uo examine, per|0d comprised between December 31, of the prior } | }At December 31, 2004 the Company has the following cpmmitments:

| 1and, if necessary, amend the income tax determined year to when the payment is to be made and March | } | |

} }by the Company in the last four years, as from }31, when the payment is expected to be made + } | la] Guarantees amounting to US$ 5.0 million and US$ 4. ﬂ million for affiliates” credit operations and purchase

| (January 1 of the next year at the date the}tax returns | } joperations from third parties, respectively + ‘

} ‘have been filed [years subject to examination] + ‘The tax rate is 0.6% applicable to the net assets } | } }

| ‘Years 2000 through 2004, inclusive, are! subject to ‘exceedmg S1.5 million + | ‘ \b] Bank guarantees in favor of financial institutions amounting to US$ 3.3 million that guarantee several

! lexamination + Because of the d|fferencés that can ! ! } Itransactions + !

| \arise in the interpretation by the tax auﬁhormes on |The amount effectively paid may be used as a credit } ! } }

\ \the regulations applied to the Company, qt present it 1as follows: \ } Ic] In addition, as a result of the sale of the shares of Matreq Ferreyros S.A., in case of non-compliance of the

} ‘|s not possible to estimate if any additional tax } } \ }guarantee covenant, the Company should pay to the buye}ran amount that can fluctuate between US$ 1 million

| \I|ab|l|t|es will arise as a result oF eventual  I[a] Against payments in advance of Income Tax under | } land US$ 4 million [Note 9] + |

} ‘examlnatlons + Any additional tax, fines and interest, }the General Regime for the tax periods from March to } | } }

| lif arising, will be recognized in the resplts of the  iDecember of the taxable period for which the tax was \ } \ \

} period when such differences are resolved + The  |paid, until the due date for payment of each on- } |

| \Company’s Management  considers | , that no jaccount payment + | } |

} }mgmﬂcant liabilities will arise as a resuwlt of these } } | } }

| ipossible tax examinations + ‘ /[b] Against the regularization payment of the Income | : 1Cost of sales for the years ending December 31 comprise;

} } | }tax of the related period + } | } }

| 1d] As established under regulations in forqe uptothe | : |

} }ﬁscal year 2003, for purposes of determining income }A tax refund may be requested only in the case the } | } 2004 2003

| jtax and general sales tax, transfer pricing among  tax losses incurred are supported or a lower payment | } | S/. 000 S/. 000

[ \related and non-related parties should have lis determined of the Income Tax under the General [ | [ [

} ‘adequate supporting documentation ds well as }Regime + } } }Beginning balance of inventories } 209,688 243,124

| linformation supporting the methods and valuation | | | IPurchases of inventories | 507,293 424,729

} \criteria used + Peruvian tax authorities aré entitled to } } i Labor and workshop expenses } 61,482 60,383

T T T T T T T T T T T T T T Tréquest suchiinformation from the taxpayer + -~ - 1~~~ T oo oo oo oo oo oo o oo oo e e e e e I0perational expenses of rental fleet ~ ~~~~~~ "~~~ T 777 20,75 T T 18,601 — -

| Other 35,040 16,227
IRecent modifications to the income tax law, 1Ending balance of inventories [185,609] [209,688]
}applicable as from 2004, establish that the
isupporting documentation of transfer pricing of those 648,650 553,376

\ \
| |
| |
| |
| |
| |
}transactions among related companies that have not } }
ireduced the total of their income tax will not be | |
}required + In addition, the supporting documentation } }
jof the transactions between related companies is | |
‘reqwred without exceptions, in the case of ! !
‘lnternatlonal and national operations in which one of } }
\the parties is tax exempt, has subscribed agreements | |
‘of juridical stability or has declared tax losses in the } }
llast six years + Additionally, such supporting 1 !
}documentation will be required when transactions } }
Ibetween related parties result in a lower tax payment | \
lin Perd + } }
| | |
‘e] As from 2003 companies should make Additional | }
jestimated income tax payments calculated at a | |
}progressive rate of up to the 1.5% of the total net } }
jassets adjusted for inflation at the prior year-end + | |
'On  November 13, 2004 a sentence of the } }

| |

| |

| |

! - .
(Constitutional Court was released stating that the
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19] Administration Expenses

|
|
|
|
|
| |
| |
}Administration expenses for the years ending December $1 include the following items: }
| |
| | |
| |
| ‘ 2004 2003 |
| | $/. 000 5/. 000 |
| | |
}Employees' costs } 32,975 27,899 }
1Services rendered by third parties | 15,316 16,703 |
}Taxes } 959 1,546 }
;Sundry expenses | 4,499 4,365 |
}Depreciation and amortization } 5,643 5,143 }
|Provisions | 1,164 1,091 |
| \ |
} } 60,556 56,747 }
| | |
| | |
| | |
20] Selling Expenses [
\ |
| |
| | |
'Selling expenses for the years ending December 31 compfise: |
L m———— A e
| |
|
| | 2004 2003
! } 5/.000 $/. 000
| | |
IEmployees’ costs } ! 32,556 24,238
}Services rendered by third parties [ } 17,302 14,869
I Taxes } w 1,025 1,168
}Sundry expenses [ } 14,050 9,358
IDepreciation } ! 14,090 15,483
Provisions ! | 12,624 7,139
|
|
!
‘ | 91,647 72,255
| I ATL Ll —f%2I))
|
|
|
|

21] Financial Income
| |

|
Financial income for the years ending December 31, comprise:
|

} 2004 2003
l S/. 000 S/. 000

| | |
}Interest from credit sales } } 7,949 4,454
IDiscounts for prompt payment | ! 7,592 5,214
'Equity participation in securitization trust | } 794 2,898
Tinterest penalties™ ~ T T T T T T T T T T .03 T T T T T T T T 2,413
}Interest earned from bank deposits 165 343
IDividends received 1,009 198
}Other financial income 574 437
19,686 15,957

22] Financial Expenses
|

! !
}Financial expenses for the years ending December 31 cor‘hprise:

\ \
| | 2004 2003
‘ \ 5/. 000 5/.000
| |
\ \
lInterest on bank loans \ 9,784 11,006
}Corporate bonds interest } 8,178 7,360
[Foreign suppliers’ financial interest | 4,655 7,485
ISecuritization of accounts receivable } 2,188 6,370
iTax on financial transactions | 2,598 -
}Other financial expenses } 608 871
\
} 28,011 33,092
\
|

!
IThis account for the years ending December 31 comprise

— A - —

| :
|
i - 204 2003
| } S/. 000 S/. 000
‘ | |
1 }Equity participation in subsidiaries } 10,676 7,349
} (Income for contract resolution | 3,270 5,478
| lIncome for rental of properties ! 792 905
‘ }Recovery of taxes assumed initially by the }
} ICompany and reimbursed by a supplier ! - 1,740
[ }Provision for obsolescence of inventories } [9,854] [17,716]
} ILoss on the sale of the shares of subsidiary [ (38] [2,472]
[ }Penalties assumed } [179] (892]
} IApplication of credit balances of customers | 1,073 -
| Reversion of provision for discounts to customers | 1,416 -
| |Other ‘ 1,005 472
| | \
| |
| | | 8,161 _[5.136]
| | -
} | |
| \ |
[ 24] Basic Earnings per Common Share
|
|
} | |
} }The basic earnings per share for each common share hav‘ﬁ been determined as follows:
| |
} | |
| |
| ‘ \ 2004 2003
| | \
| |
Lo IAtfributable earnings ~ ~— "~~~ §/0000 "~ " 27549 7~ 21,294] — —
| \
| |
IWeighted-average number of outstanding common shares 218,000,000 218,000,000
| | - e
| |
|Basic earnings per share IS/. 0.126 0.098
‘ — — =79
|
|

|
IDue to the absence of conditions that justify it, the diluted earnings per share were not determined; this is

| ; : . : L
jestablished when potential shares exist [common or labor shares], that correspond mainly to financial
:instruments or contracts that give rights to their holders t‘o obtain common or labor shares +



|
IAt December 16, 2004, the extinction of

rsummarrzed as follows: }The Company has also made contributions in cash for the incorporation of the Securitization Trusts. At December $1, 2004 and 2003 the balance of investments in the

ISecuritization Trusts [Note 9] is summarized as follows: } }

|
|
|
L. j‘ 70 ! Assets in Trust IV AssetsinTrustll [ Total ] -
}'E | n }Securitization Trust - Leg. Decree No. 861 Title XI, } 2004 2003 2004 | 2003 2004 2003
'@ } IFerreyros - PFF, 2000-01 ["Securitization V"] t us$ M us$ M Us§ ™M 1 Us$ M Us$ M us§ M
} E | }extinction was declared, which was created by } | }
7] [ IContract of Securitization Trusteeship of April 5, IBalance at January 1 [ [0.1] 0.2 17.1 [ 6.3 17.0 6.5
e } 12000, and its amendment of November 24, 2000 and Transfers of the year } 3.3 8.6 160.8 | 171.8 164.1 180.4
rE t IDecember 20, 2000 + ITransfers for the payment of obligations r 12.2 12.6 - 15.0 12.2 27.6
}V) } } }Repurchased portfolio } (8.0] - - } - [8.0] -
— [ IThe balance of accounts receivable to Securitization | Collections r [7.4] [21.5] [161.8] | [176.0] [169.2] [197.5]
_E } ‘Trust at December 31, 2004 and 2003 [Note 6] }Balance at December 31 ! [0.1] 16.1 | 17.1 16.1 17.0
O | | |
% } }accounts receivable, net of collections carried out at }Equivalent in million of new Peruvian soles ‘ - [0.4] 529 ! 62.1 52.9 61.7
= [ isuch dates; is considered of current maturity and does | } }
o — ! ‘not bear any interest + The balance at such date is ‘ ‘ ‘
LL. }
|
|
|
|
|

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
| rcorresponds to the successive fiduciary transfers of |
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

|
| |

| |

| |

} } Investment Participatidn in equity Total

| | 2004 2003 2004 | 2003 2004 2003
} } 5/..000 5/.000 5.000 5/.000 5/..000 5/.000
| | |

: ISecuritization Trust IV - Certificates of participation - 9,827 - : 12,973 22,800

[
[ )
[
_ e _1Securitization Trust Il ;Resenzejccgunt ,,,,,,,, ____985___ _ _ _ 1126 _ _ _ 362 . _ _ _ 4300 _ _ _ _ 1,347 _ _ _ _ _ 1,556 _ _
25] Securitization Operations |
r [
[
[
[
[

|

‘ 985 10,953 362 : 13,403 1,347 24,356
|
r

l
| |
|At December 31, 2004 the Company hag in force a }
‘Contract of Securitization Trusteeship with Citicorp
rPeru Sociedad Titulizadora SA  [hereinafter
tSecurrzatron Company], Securitization Tr‘ust - Leg.
Decree No. 861, Title XI, Ferreyros - PFFF 1998-01,
rthrough which the Company transferred to the
‘Securrtrzatron Company accounts receivable to be
rrntegrated in the securitization trust vvhch is used as

'a guarantee for the corporate bonds |ssued by way of
|

}At December 31, 2004 and 2003, the Company has recogtnrzed its participation in the results of Securitization Trusts‘ on the basis of its financial statements at such dates,
jcrediting S/. 0.8 million and S/. 2. 9‘m||||on respectively, to the account Financial income of the statement of profit and loss +

|
26] Non-Cash Transactions
| ! r
| |

|
:The following are the main transactions performed in the years ended December 31 that are not incorporated in

1do not represent cash flows transactions: |
|
|

| he statement of cash flows, due to the fact that they

1a public offer [securitization bonds] + |
|

|
|
|Securitization Trust - Leg. Decree No.86}1, Title XI,

|
t
|
| | |
}Ferreyros - PFF, 1998-01 ["Securitization 11"], } 1 2004 2003 !
icreated by Contract of Securitization Trurkteeship of | 1 S/. 000 $/.000] |
‘December 29, 1998, and its amendment jof October ‘ | ‘ }
r27 1999, whereby the Company transferrjd accounts rTransfers of inventories to property,‘ plant and equrpmentr 36,935 39,878 |
Ireceivable [invoices] to the Securitization Trust, which Transfers of property, plant and equipment to inventories! 50,312 30,657 |
}is managed by a Securitization Company + The }Sale of the Heavy Machinery Services Limited shares, | |
ICompany reports on a monthly basis the;amount of tcompensated with account payables t 998 |
}invoices transferred and the amounts collected and Acqursrtron of Domingo Rodas S.A.'shares compensated }
rthe Securitization Trust received new invoices to rwrth account receivables | | 3,302 4
replace those collected + Accounts ‘recervable Caprtal contribution through |nsta||at|ons in its subsrdrar)) }
Transferre(fto “the “Securifization ™ Tut i Vthe'year 7~~~ T T TUeposrtosItTe S, ~~~—~—~—~———7 " o = 335 T 335 T T T T T T e

r
r |
imillion in 2003], of which at December 31, 2004 a r [

}balance remains of US$ 16.1 million [US§ 17.1
imillion in 2003] + These accounts are used as a
‘guarantee for the securitization bonds issued by this
rsecurrtrzatron trust as of September 11, 2001 for US$
}4 million, which will be redeemed in 2005 + In
jaddition, the trade accounts receivables transferred
Iwill use as a guarantee for the future bonds that
lwould be made, thus the trade account receivables

Itransfers are made in a permanent way +
|

27] Financial Risk Management

r
|
|
|
|
|
|
: rThe Company'’s activities expose it to a variety of frnancral risks, the potential adverse effects of which are permanently evaluated by the Company's Board of Directors
} ‘and Management so as to minimize them + The frnancral risks that the Company is exposed to are: ‘
|
; ‘Forelgn exchange risk: All sales and purchases and opetatronal expenses are mainly made in United States dollars thus reducing the risk of negative variations of the
| rexchange rate against the New Peruvian sol + ‘ ‘
| | | |
| } }Interest rate risk: Income and operational cash flows ot the Company are substantially independent of changes}in market interest rates + Additionally, management
10n the other hand, the investment of the Company in |
}the Securitization Trust corresponds to the initial }
lamount which has been granted as a reserve account |
}for US$ 300,000, which will be re-paid to the }
iCompany at the date of redemption of the bonds + |
‘In the same way, when transferring invoices in excess }
rto the amount of the bonds, the Company has the |
Iright to receive the surplus funds, after payment of }
|
|
|
|
|
|

}the bond holders +

lobtains financing at floating and fixed interest rates, which are in accordance with market rates + r
| | |

| | |
ICredit risk: The Company does not have significant risks of credit concentration, having established policies to ensure that sales of products and services are made to
, When applicable, additional guarantees +

| | |
‘qumdlty risk: Prudent liquidity risk management |mp||es‘ maintaining sufficient cash and cash equivalents and the availability of funding through an adequate amount
rof committed credit facilities + The Company aims at marrntarnrng flexibility in funding by keeping committed credit lines available, because of its policy of diversifying its
}sources of financing + !
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Ferreyros S.A.A. Orvisa S.A.

Mlquitos [Main Office]
IAv Abelardo Quifiénez Km 2, Iquitos

} P.0.Box 439
IP 065 263710 065 263976 065 264142

|
|

Lima 1

| |

IAv Industrial 675, Lima } \F 065 265517

P.0.Box 150 | }

IP 336 7070 F 336 8331 336 8371 } IPucallpa

:WWW.ferreyros.com.pe [ }Av Centenario 3900,

\ } \Pucallpa

! |

'P061 571694 061571703 F 061 577480
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IPiura : ITarapoto
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I
|
|

}P 073303049 F 073 334593 'Bagua

[ IAv Chachapoyas 1484 Utcubamba,

'Chiclayo 'Bagua Grande

IAv Balta 155, Chiclayo IP 041774776

P.0.Box 137 }

| }Asociacién 05 de Junio Mz 146 Lote 3y 5,
(Cajamarca Madre de Dios

}Km 5.2 Carretera Cajamarca Bafios del Inca, }P 084 223321 anexo 249

|Cajamarca |

}P 076 348381 076 348427 F 076 348370 lPuerto Maldonado

| 1Av Dos de Mayo 546, Puerto Maldonado
lTrujiIIo JP 082 573916

1Av Teodoro Valcarcel 925 Urb Santa Leonor,

ITrujillo

}P 044 223338 044 223345 F 044 246199
[

1Chimbote

IAv La Marina 161 Urb Buenos Aires,
Chimbote

IP.0.Box 169

}P 043 311411 F 043 312026

[

lHuaraz

|Carretera Huaraz-Caraz Km 5.500
'Monterrey, Huaraz
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