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The Managing Director’s Comments

1994 was a very good year for TOMRA, with a record
increase in sales and profits. Viewed in perspective against
the previous two years’ slightly weaker growth, it is even
more pleasing to be able to report a 27% increase in sales,
a 91% increase in profit before tax and a profit margin of
10.9% in 1994.

In addition to TOMRA’s strong international market position and its highly motivated

staff, both in Norway and abroad, the advance achieved over the year was due to many
tactors. These factors are reviewed in general terms in an appendix to this annual report.

Apart from our extensive product range of machines which handle all types of deposit
containers, there is one single area which I would like to point out as particularly
important. This is TOMRA’s work on quality and customer satisfaction. Our overall goal is
to satisfy our customers’ expectations. This means that we must look at things from the
customers’ point of view. Increased customer satisfaction means higher repeat orders and
loyalty - with increased profitability for TOMRA as a result.

Since 1991 we have carried out each year systematic customer satisfaction surveys.
Major customer groups in all important markets were asked - through a questionnaire - to
give their views on TOMRA’s organisation, products and service. The answers provide clear
signals as to the areas where improvements are necessary. These areas are being tackled
systematically and measures implemented, either in the local market or centrally in
Norway. Whether we have been able to improve can be judged from the following year’s
survey. It is encouraging that as many as 90% of our customers in the last survey replied
that they were either quite likely or very likely to purchase machines from TOMRA again.
This is, however, only one step on the road to a moving target. Customer-driven quality
development is a continuous process. Based on our slogan “satisfied TOMRA customers”, I
promise our thousands of customers in 26 markets on 3 continents that we will continue
to pursue customer-driven quality work and endeavour, to the utmost, to meet - and

preferably exceed - the expectations made of us.
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Managing Director




Highlights

e Operating revenues of NOK 386 million - an Sales

increase of 27% from 1993.

e Profit after financial items of NOK 42.1 million MNOK
- an increase of 91% from 1993. 00
()
e Launch of 3 new machines and 1 new backroom 1
. . (-]
product for handling beverage containers. 300 o
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"
e Share issue raised NOK 46 million in new o
i N
capital. 200 L g i
N
e Full takeover of distribution company Neroc in 8
the USA.
100 4
e Relocation to new factory in Asker.
e Earnings per share of NOK 1.00 || ||
- an increase of 72%. The TOMRA share price \_
at 31.12. was NOK 15.30, unchanged over 1992 1993 1994
the year.
Main Figures 1994 1993 1992 1991 1990
Sales MNOK 386.0 302.9 262.1 234.8 205.0
Operating Profit MNOK 47.1 22.4 12.6 29.9 26.6
Profit before tax MNOK 42.1 221 10.6 29.0 24.1
Return on equity % 19.0 14.2 8.3 30.2 37.0
Return of total assets % 17.2 12.4 9.1 22.0 23.1
Earnings per share NOK 1.00 0.58 0.29 0.83 0.71
Total investments MNOK 102.6 21.0 63.3 26.5 19.5
Total employees as at 31.12. 320 273 232 210 186




Report of the Board of Directors 1994

Jan Chr. Opsahl
Chairman

Ralph Hgibakk

Klaus Neerg
(employee)

1994 was the best year in TOMRA's history. The
profit after financial items was NOK 42.1 million
against NOK 22.1 million in 1993, an increase of
91%. Sales rose to NOK 386 million, up from NOK
303 million in 1993, an increase of 27%. The
operating profit more than doubled to NOK 47.1
million, compared with NOK 22.4 million in 1993.
TOMRA'’s export ratio, represented by the company’s
operating revenues outside Norway, stood at 95% of
total sales. The profit ratio was 10.9% against 7.3%
in 1993.

The TOMRA group’s profit after tax was NOK
33.1 million against NOK 19.2 million in 1993. This
corresponds to earnings per share of NOK 1.00
against NOK 0.58 in 1993 (+72%). The reason for

lower growth in earnings per share compared with

Berit Dahl
(employee)

Jergen Randers

profits is due to a higher tax charge. Most of the
companies in the TOMRA group are now in a tax-
paying position and the group’s taxes amounted to
21.4% in 1994 against 12.7% in 1993. At 1 January
1994 the share price was NOK 15.50, while at 31
December 1994 it was NOK 15.30. The company
paid a dividend of NOK 0.15 per share for 1993 and
the Board proposes a dividend of NOK 0.20 per
share for 1994.

The group’s total assets at 31 December 1994
were NOK 376.6 million (+53%). The increase in the
balance sheet reflects the acquisition of the
remaining 49% of the distribution company NEROC
in the USA, as well as higher stocks as a result of our
strong growth. TOMRA'’s liquidity is good and the
equity ratio stands at 56%, the same as in 1993.




MARKETS

Europe
The TOMRA group achieved strong sales growth in
Europe in 1994. Sales totalled NOK 257.6 million,
against NOK 198.1 million in 1993 (+30%). The
strongest growth was seen in Germany, where sales
rose by 44% to NOK 82.6 million. Germany is one of
the leading countries within the EU in areas such as
reuse and recycling of beverage containers. There is a
statutory requirement for 90% return of most beverage
containers by 1997, at the same time as requirements
for at least 72% of beer and mineral water to be
bottled in reusable containers. Market growth in
Germany is a result of the fact that an increasing
number of retailers recognise that automation
provides benefits in personnel productivity,
elimination of waste, increases in sales area and better
customer service. Growth in Germany is expected to
continue in 1995. Germany is TOMRA's largest market
in Europe, ahead of Sweden where growth of 33% was
recorded to NOK 56.4 million. The introduction of
deposits on one-way plastic bottles in Sweden has
been the most important factor in the growth in sales.
TOMRA installed more than 150 T-22 Plastic units, a
machine which handles both one-way and refillable
plastic bottles. The bottles are received on their sides
and identified using a bar code reader. Subsequently
volume is reduced by compression, while refillable
bottles are sorted to a separate container. All machines
are connected to a central computer which enables
programming and data collection to be carried out
without visiting the stores. This represents technology
of the future for operating reverse vending machines.
Market development in the rest of Europe
showed growth from NOK 98.3 million to NOK 118.6
million (+21%). TOMRA'’s market share in Europe was
approximately 70% in 1994, i.e. the same level as the
previous year. The cumulative market share in Europe
is more than 80%.

America

TOMRA increased its sales in the USA/Canada from
NOK 104.8 million to NOK 128.4 million in 1994, an
increase of 23%. Sales through NEROC, TOMRA’s
subsidiary, represent NOK 100.4 million of this.
During the year TOMRA has established a solid
foothold in both Michigan and the state of New York
through sales of machines to several of the largest
chains. NEROC, TOMRA'’s distributor in the most
important US markets such as Connecticut, New York
and Michigan, was acquired in the second half-year
through an increase in our holding from 51% to
100%. Turnover in NEROC consists of income from
sales/leasing of machines and service/handling
revenues. In the first half-year, before TOMRA became
sole shareholder, the deposit values handled by the
machines were also registered as sales. With effect
from TOMRA'’s acquisition on 01.07.94, the
accounting principles for NEROC were changed and
deposits eliminated from sales and the cost of
materials. This means that the full consolidation of
NEROC has had a minimal effect on the TOMRA
group’s book sales. See note 2 for an explanation of
the overall effect of changes related to NEROC.

Sales growth in the USA does not reflect the
strong growth in the number of installed units in
1994, since approximately half the machines are
leased to stores. The number of installed machines
increased by 68%. We are optimistic as to market
opportunities for 1995 and expect that strong growth
will continue.

TOMRA is now well established with its own
companies in 5 out of the 10 states with deposit
schemes. In 1994 TOMRA achieved a market share in
excess of 70% in the USA on new installations, while
its cumulative market share is close to 50%, with an

American manufacturer as the main competitor.



PRODUCTS, R&D,

LOGISTICS

TOMRA again maintained a high level of activity
on product development in 1994 with total
expenditure of NOK 25.4 million. In all 4 new
products were launched in 1994:

e “TOMRA 310 Combi” is a combined
machine for handling all types of bottles (glass and
plastic) and crates in the same unit. The machine is
a more reasonably priced model than the top
model, the TOMRA 410 Multi, which further
strengthens TOMRA's position in the European
market.

e TOMRA currently has a completely new
range of backroom products which include a fully
automated solution for both sorting bottles into
crates and stacking and palleting crates. Sales of
advanced backroom solutions linked to our
machines represent a growth area. This is due to
increasing needs for greater automation in the
stores.

Sales in Germany
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*“TOMRA 62 Cans/Plastic” is a machine
for handling one-way containers delivered in a
number of models. The machine can handle plastic
bottles, cans and one-way glass. It is delivered
together with a compactor for reducing the volume
or a shredder for cutting up beverage containers.

*“TOMRA 32 Glass” is a machine for
handling one-way glass. The machine sorts and
crushes glass into 3 separate containers depending
on whether it is green, brown or clear.

TOMRA'’s product programme at the start of
1995 is closely geared to satisfying different
customer requirements. We believe that our
product programme cannot be matched by any of
our competitors, even though some have
competitive individual products.

By moving production from the Netherlands
to Norway in 1992, TOMRA achieved considerable
savings from being able to manufacture at one
location. Further savings were obtained in the third
quarter when TOMRA moved into its new factory
in Asker. The building extends to 5,300 m2 and has
cost NOK 25 million. The investment has also
provided the company with a suitable location to
continue its strong expansion. TOMRA's
production philosophy is based on direct deliveries
to the production line (ship to line), which means
that there is little intermediate storage and thus
lower working capital needs. Norway’s no vote to
the EU will not have any impact in the short term
on our production in Norway. The greatest
uncertainty in this regard affects the future of the
EEA agreement. Without an EEA agreement which
secures us access free of customs duty to the
European market, we would need to look closely at
manufacturing within the EU.




SHAREHOLDERS/CAPITAL SITUATION

In January 1994 TOMRA made a share issue which
raised NOK 46 million in new equity for the
company. The share capital was increased through a
rights issue by 11,026,750 shares of NOK 4 par
value at a subscription price of NOK 4.25 per share.
The increase in capital was carried out in order to
strengthen the company’s ability to continue its
strong expansion in the USA. The acquisition of
NEROC was completed on 1 July 1994 for a cash
consideration. The purchase price amounted to USD
8 million for the remaining 49%, while TOMRA
paid USD 6.4 million for the first 51% in 1992.
TOMRA had 4,992 shareholders at the end of

1994. The share price at the beginning of the year
was NOK 15.50, but fell to NOK 15.30, a reduction
of 0.3% after adjusting for the dividend of NOK
0.15 per share. During the same period the Oslo
Stock Exchange All Share Index rose by 7%.
TOMRA'’s foreign ownership amounted to 51% at
the end of the year, against 42% at 1 January 1994.
With effect from 1 January 1995 there are no
limitations on foreign ownership. In common with
a few other Norwegian listed companies, TOMRA
has established an ADR programme in the USA
which enables a broader base of US investors to
purchase TOMRA shares.

ORGANISATION

The number of employees in the TOMRA group at
the end of the year was 320, of whom 130 worked
in Norway. At the beginning of the year the figures
were 273 and 115, respectively. The efforts and
commitment of employees have been at a high
level throughout the year. TOMRA has maintained
its Tomra Total Quality (TTQ) programme during
the year. The main goal of the programme is
continuous quality improvement, not only for
products, but also in everyday work throughout the
organisation. The most important single element in
the TTQ programme has been the customer
relations study, which provides valuable infor-
mation from all our main markets on how our
products and organisation are regarded. This itself
forms a basis for implementing programmes aimed
at increasing our competitiveness.

During 1994 TOMRA obtained ISO 9001
certification, which further emphasises our
commitment to quality.

TOMRA is an environmentally-friendly

company. The TOMRA group’s products and
production processes have therefore always been
based on an environmentally-friendly profile. The
company does not pollute the external environ-
ment. TOMRA’s environmental work is within the
guidelines established by the International
Chamber of Commerce, and is presented in further
detail on page 26.

During 1995 TOMRA's organisation in
Norway will be grouped under one roof. Phase 2 of
our new building in Asker has been commenced
and 5,000 m? of offices, at a cost of NOK 25
million, will be ready for occupation in June 1995.
Our existing head office in Asker was sold in 1994
realising a book gain of NOK 1.8 million and with
a lease agreement until we move to the new building.

All the company’s shareholder-elected Board
members were re-elected at the company’s Annual
General Meeting on 14 April 1994. Berit Dahl has
replaced Torgrim Beohn as one of the two employee
representatives on the Board.



TOMRA’S OPERATING PARAMETERS AND FUTURE DEVELOPMENT

1994 was a good year, in which we achieved all our
previously stated long-term goals of sales growth of
20% and a profit margin of 10%. 1994 was also
much better than we expected at the time of last
year’s annual report. For this reason the Board
would prefer to discuss the operating parameters in
the year ahead of us, rather than specific growth
targets. This means that we will adopt the practice
of most listed companies, namely to refer to
estimates from broking firms.

Market growth in Europe is expected to
continue in 1995. The EU’s packaging directive
(91/369), which was approved in December 1994,
was significantly amended with regard to
requirements on return percentages following
extensive negotiations between individual EU
countries. Instead of a requirement for a 90%
return rate on all used containers, a minimum of
50% and maximum of 65% returns will be required
within a 5-year time period. Exceptions will be
made for Holland, Denmark and Germany which
already today have a higher return percentage than
the maximum specified. The reason for introducing
a ceiling on the return percentage is the large
volume of returned material which industry is not
yet able to use, as well as the fear of exporting
these “problems” from countries with high return
percentages to countries with low return
percentages. For TOMRA the directive means a
requirement to increase the return percentage in
the UK and Southern Europe, where most beverage
containers are thrown away. At the same time,
local requirements on high return percentages in
TOMRA’s most important markets will be

maintained or increased, as happened in Sweden in
1994, where there is now a deposit on all beverage
containers.

Plans to introduce an effective national return
system for one-way containers in Norway were
torpedoed by politicians through the introduction
of an additional basic duty of NOK 0.70 on one-
way containers for beer and mineral water. This
meant that work in establishing RESIRK, which had
been given the task of organising a deposit system
for one-way containers came to an end, with the
result that there is still no financial incentive in
Norway to stop one-way containers ending up in
the countryside or on garbage dumps. The refusal
by politicians to pursue this has meant that
Norway, despite its concern on environmental
issues, lags far behind the leading countries in
Europe. For TOMRA the consequences of a lack of
environmental policy in this area are fortunately
small, since only 5% of our sales are in Norway.

No change is expected in 1995 in the number
of US states (currently 10) which have statutory
deposit schemes for beverage containers.

Based on a product range of machines which
handle the return of all types of beverage
containers and with 4 new products launched in
1994, we believe we are well prepared for 1995. As
important for future growth is our strong
international position in 26 individual markets on
3 continents. TOMRA believes that deposit systems
for both reuse and recycling will continue to
increase, at the same time as there will be good
growth in our existing market for machines and
backroom systems for the supermarket industry.




SALARY AND REMUNERATION TO THE BOARD,
MANAGING DIRECTOR AND AUDITOR

During 1994 the Board received directors fees of receive a salary for 12 months. The number of
NOK 271,000. Salary and other remuneration to shares owned by the company’s officers is set out
the Managing Director of Tomra Systems A/S in note 9. Audit fees payable to KPMG Peat
amounted to NOK 686,170 in salary and NOK Marwick as. for Tomra Systems A/S amount to NOK
152,216 in respect of the taxable benefit of a free 230,000. In addition, NOK 39,000 was paid for

car and loan of NOK 1,250,000. The Managing advisory services. Total audit fees for the group
Director would, if his contract was terminated, amount to NOK 1,175,667.

APPLICATON OF THE RESULT

The profit for the year of Tomra Systems A/S was To dividend NOK 6,616,050
NOK 18,049,386. The Board recommends the To group transfer NOK 3,037,121
following allocation: including a proposal to pay To legal reserve NOK 7,237,000
NOK 0.20 in dividend per share: To free reserves NOK 1,159,215

Total allocated NOK 18,049,386

Asker, 7 February 1995
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Consolidation and Accounting principles

CONSOLIDATION PRINCIPLES

Consolidated Companies

The consolidated accounts include the parent
company Tomra Systems A/S and companies in which
the parent company owns directly or indirectly more
than 50% of the shares and/or has a controlling
influence. Subsidiaries acquired/sold during the
course of the year are included in the profit and loss
statement from and including the date of purchase/up
to and including the date of sale. TOMRA'’s
participation in the American distribution company
NEROC was booked in accordance with the gross
method. The company was until 1 July 1994
organized as a partnership, where each party had the
right of disposal and responsibility for its respective
interest. Since that date TOMRA owns 100% of
NEROC. See also note 2 for the effect of the

acquisition.

Associated Companies

Associated companies, in which the group has an
ownership interest of 20-50% and significant
influence over operational and financial decisions, are
included in the consolidated accounts based on the
equity method. The group’s share of the profit after
tax and goodwill depreciation of associated companies
is shown on a separate line in the profit and loss

ACCOUNTING

statement. In the balance sheet the shares are valued
at cost price adjusted for the share of profits and
dividends received.

Elimination of Shares in Subsidiaries

Shares in subsidiaries are eliminated on the basis of
the past equity method. The difference between the
book value of shares in subsidiaries and book value of
the subsidiaries’ equity at the time such shares were
acquired is analysed and posted to the balance sheet
items to which the excess amounts relate. Goodwill is
entered as the cash value paid on acquisition and
depreciated on the basis of expected earnings (note 6).

Conversion of Foreign Subsidiaries

The profit an loss statements for foreign subsidiaries
prepared in foreign currencies are converted on the
basis of average exchange rates for the year. The
balance sheet is converted on the basis of exchange
rates at 31.12. Conversion adjustments are shown as a
separate item and charged directly to the group’s
equity.

Internal Transactions/Inter-company Items
All purchases and sales between group companies as
well as receivables and liabilities have been
eliminated.

PRINCIPLES

Receivables and Liabilities in Foreign
Currencies

Short-term receivables and liabilities are booked at
the exchange rate at the date of the balance sheet.
Long-term receivables and liabilities in foreign
currencies are converted at the lower/higher of the
exchange rate at the date of the transaction and
the date of the balance sheet. Receivables and
liabilities hedged by forward foreign exchange
contracts are converted at the forward contract
rate. Net unrealised gains are not booked as

income.

Inventory Valuation
Inventories of raw materials are valued at the lower
of cost of acquisition and actual value. Work in

progress and finished products are valued at the
lower of cost of manufacture and actual value.
Cost of manufacture comprises the cost of raw
materials and labour incurred in production plus a
proportion of overheads. Spare parts and parts
held by service agents are valued at cost. A
deduction is made for obsolescence.

Shares and Bonds

Bonds are valued on the basis of the portfolio
principle. In the balance sheet, the portfolio is
separately valued at the lower of aggregate cost
price and aggregate market value. Changes in
unrealised losses on the portfolio, together with
realised gains/losses, are booked as financial
income/expenses in the profit and loss statement.



Shares intended for long-term ownership are
entered in the balance sheet under long-term
receivables and investments. These are valued at
acquisition cost, unless circumstances, which
cannot be regarded as of a termporary natur, exist
which necessitate a lower valuation.

Assets and Depreciation

Long-term operating assets are entered in the
balance sheet at acquisition cost adjusted for
ordinary depreciation. Ordinary depreciation is
carried out on a straight-line basis over the asset’s
expected economic life. The depreciation rates for
goodwill vary and are based on the expected
earnings of the company acquired after the date of
acquisition.

Start-up and Development Costs
Start-up costs, as well as research and development
costs, are charged to income as they are incurred.

Pension Obligations
The capitalized value of non-insured pension
obligations is shown as a separate item below the
group balance sheet for 1992, which was the last
year in which these obligations existed.

Pension obligations related to insured
pensions, as well as the pension premium reserve,

are included in the balance sheet using the net
principle. Net pension obligations at 01.01.1994
are included in the balance sheet directly against
free reserves in the parent company, which is the
only company in the group with a pension scheme
or benefit plan. See further note 13 for details of
the pension obligations.

Guarantee Allocations

A general provision has been made for future
guarantee costs based on the previous year’s
turnover of all group companies.

Taxes

The tax charge in the profit and loss account
includes both taxes payable for the period and the
change in deferred tax. The change in deferred tax
reflects future tax payable as a result of the year’s
activities. Deferred tax is the tax levied on the
accumulated result which falls due for payment in
subsequent periods. Deferred tax is calculated on
net positive timing differences between accounting
and tax balance sheet values, after setting off
negative timing differences and the loss carried
forward under the liability method in accordance
with the rules set out in the Norwegian Accounting
Standard.

BU EUROPE

THE TOMRA GROUP

Consolidated companies per 31.12. 1994

TOMRA SYSTEMS A/S

Norway

BU AMERICA

TOMRA
BUTIKKSYSTEMER A/S TOMRA SYSTEMS GmbH

TOMRA SYSTEMS inc.

TOMRA
NORTH AMERICA inc.

OY TOMRA AB TOMRA SYSTEMS B.V

Finland, 100% Holland, 100%

SYSTEMTOMRA A/S TOMRA HOLDING A/S

Denmark, 100% Norway, 100%

Norway, 100% Germany, 100% Canada, 100% USA, 100%
TOMRA
U@L STSENE AL INTERNATIONAL B.V
Sweden, 100% Holland, 100% USA, 100%

AUTOMATED REDEMPTION

SYSTEMS, New York

USA, 50%




