AGCO Reports Third Quarter Results; Earnings Improvement Driven by Sales Growth and Cost Reduction Benefits
October 24, 2002 8:33 AM ET

DULUTH, Ga,, Oct. 24-- AGCO Corporation (NY SE: AG), aworldwide designer, manufacturer and distributor of agricultural
equipment, reported net income, excluding restructuring expenses and restricted stock compensation, of $0.22 per share for the
third quarter ended September 30, 2002. For the first nine months of 2002, AGCO reported net income, excluding restructuring
expenses, restricted stock compensation and the cumulative effect of accounting change of $0.84 per share. Reported earnings
per share including all items was $0.13 per share for the third quarter ended September 30, 2002 and aloss of $0.03 per share
for the first nine months ended September 30, 2002. These results compare to net income, excluding restructuring expenses and
restricted stock compensation of $0.05 per share for the third quarter of 2001 and net income, excluding restructuring expenses,
restricted stock compensation and an extraordinary loss, of $0.12 per share for the first nine months of 2001. Reported earnings
per share including al items was $0.01 per share for the third quarter of 2001 and aloss of $0.01 per share for the first nine
months of 2001.

"We are pleased with the improved sales and operating margins achieved in the quarter,” stated Mr. Robert J. Ratliff, Chairman,
President and Chief Executive Officer. "Our strong earnings progression in 2002 is the result of effective growth and cost
reduction initiatives. We believe we are in position to have a solid fourth quarter and a successful year."

Third Quarter Results

For the third quarter of 2002, AGCO reported net sales of $687.8 million, and net income, excluding restructuring expenses and
restricted stock compensation, of $16.6 million, or $0.22 per share. For the third quarter of 2001, AGCO reported net sales of
$577.2 million and net income, excluding restructuring expenses and restricted stock compensation, of $3.7 million, or $0.05 per
share. The 19% increase in net sales for the third quarter was mainly due to higher sales in Europe and South America,
incremental sales of the new Challenger product line and positive currency impacts.

The following is areconciliation of adjusted earnings to reported earnings for the quarters ended September 30, 2002 and 2001:

2002 2001
(in mllions, except per share data)
Net Ear ni ngs Net Ear ni ngs
I ncone Per Share I ncome Per Share
Adj ust ed net incone $16. 6 $0. 22 $3.7 $0. 05
Restructuring expenses (1) 6.4 0.08 3.0 0.04
Restricted stock
conpensation (1) 0.5 0.01 0.3
Reported net incone $9.7 $0. 13 $0.4 $0. 01

(1) After-tax

The restructuring expenses recorded in the third quarter of 2002 relate primarily to the planned closure of the Company's tractor
manufacturing facility in Coventry, England announced in June 2002. The restricted stock compensation recorded during the third
quarter of 2002 is primarily related to the Company's Long-Term Incentive Plan ("LTIP").

AGCO's third quarter operating income excluding restructuring expenses and restricted stock compensation was $38.5 million in
2002 compared to $22.0 million in 2001. Thisimprovement was primarily due to a 19% increase in net sales and continued
margin expansion, resulting from the impact of cost reduction initiatives and increased production. Improved market conditions
and performance in Europe and South America contributed to the strong earnings growth. Partially offsetting these factors were
start-up losses related to the development of the Challenger product line. Operating earnings for 2002 also benefited by lower
amortization of intangible assets of approximately $4.6 million as a result of the accounting change which discontinued the
amortization of goodwill.
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Y ear to Date Results

For the first nine months of 2002, AGCO reported net sales of $2,079.0 million and net income, excluding restructuring expenses,
restricted stock compensation and a cumulative effect of accounting change of $62.5 million, or $0.84 per share. For the first nine
months of 2001, AGCO reported net sales of $1,768.6 million and net income, excluding restructuring expenses, restricted stock
compensation and an extraordinary loss, of $7.8 million, or $0.12 per share. Net sales for the first nine months of 2002 increased
18% mainly due to higher salesin Europe and South America and incremental sales resulting from the Ag-Chem acquisition and
Chdlenger product line introduction.

The following is a reconciliation of adjusted earnings per share to reported loss per share for the nine months ended September
30, 2002 and 2001:

Ear ni ngs Ear ni ngs
Net (Loss) Per Net (Loss) Per
I ncone (Loss) Share I ncone (Loss) Share
Adj usted net incone $62. 5 $0. 84 $7.8 $0. 12
Restructuring
expenses (1) 22.0 0. 30 6.5 0.10
Restricted stock
conmpensation (1) 18.8 0.25 1.1 0. 02
I ncone before
extraordinary item
and cunul ative effect
of a change in
accounting principle 21. 7 0.29 0.2
Extraordinary item (1) (0.8) (0.01)
Cunul ative effect of a
change in accounting
principle (1) (24.1) (0.32)
Reported net |oss $(2.4) $(0.03) $(0.6) $(0.01)

(1) After tax

The restructuring expenses recorded in the first nine months of 2002 relate primarily to the previously announced closure of the
Coventry, England, manufacturing facility as well as other cost reduction initiatives. The restricted stock compensation recorded
during the first nine months of 2002 primarily relates to first quarter awards earned under the Company's LTIP. In addition, the
Company recorded a non-cash write-down of goodwill related to the adoption of SFAS No. 142 reflected as a cumulative effect
of achange in accounting principle.

AGCO's operating income excluding restructuring expenses and restricted stock compensation for the first nine months was
$136.4 million in 2002 compared to $66.0 million in 2001. The year-to-date increase was due to the addition of Ag-Chem
(acquired in April 2001) in the first quarter 2002 results, higher sales in the mgjority of markets and margin improvement from cost
reduction initiatives and acquisition synergies. Y ear-to-date gross margins improved from 16.9% to 18.3% from the addition of
high margin Ag-Chem sales, the elimination of cost inefficiencies at AGCQO's Hesston, Kansas, manufacturing plant of $7.9 million,
increased production and other cost reduction programs. These improvements were partially offset by start-up losses relating to
the Challenger product line introduction. Operating earnings for 2002 also benefited from lower intangible asset amortization of
approximately $12.6 million.

Regiona Market Results
North America-- Industry unit retail sales of tractors for the first nine months of 2002 increased approximately 3% over the
comparable prior year period resulting from increases in the compact tractor segment, relatively flat demand in the utility tractor

segment and a significant decrease in the high horsepower tractor segment. Industry unit retail sales of combines were
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approximately 25% lower than the prior year. AGCO's unit retail sales of tractors and combines for the first nine months of 2002
were higher than the prior year. AGCO's unit retail sales of combinesin 2002 benefited from improved timing of shipments
compared to 2001.

Western Europe -- Industry unit retail sales of tractors in Western Europe for the first nine months of 2002 increased
approximately 5% over the comparable prior period. Strong increases were experienced in the United Kingdom and Germany,
which were negatively impacted by concerns over livestock diseases in 2001. AGCO's unit retail sales for the first nine months of
2002 aso increased when compared to the prior year period.

South America-- South American industry unit retail sales of tractors in the first nine months of 2002 increased approximately
17% over the comparable prior year period with strong increases in the Brazilian market. AGCO's South American unit retail
sales aso increased in the first nine months of 2002 compared to the same period in 2001. The Brazilian market continued to be
strong due to full availability of the Brazilian government subsidized retail financing program, FINAME.

Rest of World Markets -- Outside of North America, Western Europe and South America, AGCO's net sales for the first nine
months of 2002 were higher than the prior year in most markets.

"North American demand of large tractors, combines and sprayers has been extremely weak despite improving industry
fundamentals,” stated Mr. Ratliff. "Industry conditionsin Western Europe and South America generally have been favorable and
have allowed for a positive offset to the soft conditions in North America."

Sunflower Acquisition

On October 22, 2002, AGCO signed an agreement to acquire the assets of Sunflower Manufacturing Co., Inc. ("Sunflower"), a
product line of SPX Corporation. Sunflower is aleading producer of tillage, seeding and specialty harvesting equipment, located
in Beloit, Kansas, and serving the North American agricultural market. Sunflower's products have been marketed and sold under
the highly respected "Sunflower" brand name for over 50 years and have established a reputation for innovation, performance and
durability. Long-term plans include expansion of the products into export markets and the addition of new technology and some
allied product innovations from AGCO. The recent agreement anticipates a closing soon after regulatory approvals are obtained
and provides for a cash purchase price.

Major Initiatives on Schedule

AGCO has developed a number of initiatives designed to contribute to the Company's long-term profitability. These initiatives are
focused on cost reduction, improved distribution, and the introduction of new products. In particular, AGCO's announced closure
of its Coventry, England, facility and subsegquent consolidation of tractor production into its Beauvais, France, and Canoas, Brazil,
tractor manufacturing facilities is projected to increase the utilization of these facilities, reduce currency exposures and significantly
lower product and operating costs. In addition, AGCO's initiative to market and distribute its new Challenger branded line of
equipment primarily through Caterpillar dealers worldwide is expected to be a significant source of revenue growth. "Our magjor
initiatives remain on track to deliver significant benefits to our future profitability,” stated Mr. Ratliff. "We continue to expect the
Coventry plant to close by the middle of 2003 and the resulting savings of $20 million to $25 million to be fully redized in 2004.
Our Challenger product line development also continues to progress with over $50 million of sales generated to date. In addition,
we are on schedule to release a significant number of new products in the next two years which will improve our competitive
position and result in improved margins.”

Outlook

Industry fundamentals have improved during 2002 with farm commaodity pricesincreasing in reaction to an expected decline in the
size of the North America commodity crop. Due to drought conditionsin portions of North America, however, demand in North
Americais not expected to react favorably in 2002 to the improved fundamentals. As a result, worldwide demand for major farm
equipment is expected to remain relatively unchanged in 2002 compared to 2001, with gains in Europe offsetting declines in North
America. AGCO's net sales are expected to grow approximately 13 to 14% in 2002 compared to 2001 primarily due to impact
of Challenger product line introduction, a full year of Ag-Chem sales, and the strengthening of the Euro. Gross margins are
expected to continue to improve as a result of cost reduction initiatives, new product offerings and afull year'sinclusion of Ag-
Chem results with acquisition synergies. These benefits will be partialy offset by the negative impact of the Challenger product line
introduction in 2002 and production start-up costs related to the Coventry closure. In addition, due to therisein AGCO's
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common stock price during the month of October, the Company will record restricted stock compensation expense of
approximately $14 million in the fourth quarter of 2002 related to additional awards earned under the LTIP. Of the $14 million
expense, approximately $8 million will be a non-cash expense. The Company expects 2002 full year net income per share before
restructuring charges, restricted stock compensation expense and the cumulative effect of accounting change to meet the upper-
end of its previous guidance of $1.10 per share. Earnings per share on a comparable basis in 2001 was $0.52 per share.

Safe Harbor Statement

Statements which are not historical facts, including earnings and sales projections, cost reduction projections, gross margin
improvement, restructuring savings projections, production volume forecasts, industry demand outlook and the projected impact
of acquisitions are forward looking and subject to risks which could cause actual results to differ materially from those suggested
by the statements. Although the Company believes that the statements it has made are based on reasonable assumptions, they are
based on current information and beliefs and, accordingly, the Company can give no assurance that its statements will be
achieved. The Company bases its outlook on key operating, economic and agricultural data which are subject to change including,
but not limited to: farm cash income, worldwide demand for agricultural products, commodity prices, grain stock levels, weather,
crop production, farmer debt levels, existing government programs and farm-related legislation. Additionally, the Company's
financia results are sensitive to movement in interest rates and foreign currencies, as well as general economic conditions, pricing
and product actions taken by competitors, the success of its facility rationalization process, production disruptions and changesin
environmental, international trade and other laws which impact the way in which it conducts its business. Further information
concerning factors that could significantly affect the Company's results is included in the Company's filings with the Securities and
Exchange Commission. The Company disclaims any responsibility to update any forward-looking statements.

AGCO Corporation, headquartered in Duluth, Georgia, is aglobal designer, manufacturer and distributor of agricultural
equipment and related replacement parts. AGCO products are distributed in 140 countries. AGCO offers afull product line
including tractors, combines, hay tools, sprayers, forage equipment and implements through more than 7,350 independent dealers
and distributors around the world. AGCO products are distributed under the brand names AGCO, AGCOSTAR, Ag-Chem,
Challenger, Farmhand, FENDT, Fieldstar, GLEANER, Glencoe, Hesston, LOR* AL, Massey Ferguson, New |dea, SOILTEQ,
Spra- Coupe, Tye, White Planters and Willmar. AGCO provides retail financing through AGCO Finance in North America and
through Agricredit in the United Kingdom, France, Germany, Ireland, Spain and Brazil. In 2001, AGCO had sales of $2.5 hillion.

Please visit our website at www.agcocorp.com .

AGCO CORPORATI ON AND SUBSI DI ARI ES
CONDENSED CONSOLI DATED BALANCE SHEETS

(in mllions)
Sept ember 30, Decenber 31,
2002 2001
(Unaudi t ed)
ASSETS
Current Assets:
Cash and cash equival ents $7.9 $28.9
Accounts and notes receivable, net 471. 4 471.9
| nventori es, net 734.8 558. 8
Ot her current assets 131.1 122.9
Total current assets 1, 345.2 1,182.5
Property, plant and equi pnent, net 314.1 316.9
Investment in affiliates 78.0 69. 6
Ot her assets 184.2 190.9
I nt angi bl e assets, net 374.9 413. 4
Total assets $2,296. 4 $2,173.3
LI ABI LI TIES AND STOCKHOLDERS' EQUI TY
Current Liabilities:
Accounts payabl e $292. 7 $272.2
Accrued expenses 389.0 350.7
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liabilities
liabilities

O her current
Total current

Long Ter m debt
Postretirenment health care benefits

Ot her noncurrent liabilities
Total liabilities
St ockhol ders' Equity:

Conmmon st ock

Addi tional paid-in capita

Ret ai ned ear ni ngs

Unear ned conpensati on

Accunul at ed ot her conprehensive |lo
Total stockhol ders' equity
Total liabilities and

st ockhol ders' equity

See acconpanyi ng notes to condensed consolidated financia
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AGCO CORPORATI ON AND SUBSI DI ARI ES
CONDENSED CONSOLI DATED STATEMENTS OF OPERATI ONS

(unaudited and in mllions,

Net sal es
Cost of goods sold
Gross profit

Selling, genera
expenses

Engi neeri ng expenses

Restructuring and ot her
expenses

Anortization of

and administrative

i nfrequent
i nt angi bl es

I ncone from operations

net

I nterest expense,
O her expense, net

Incone (|l oss) before incone taxes and
equity in net earnings of affiliates

I ncone tax provision (benefit)

Income (loss) before equity in net
earnings of affiliates

Equity in net earnings of affiliates

Net incone

Net income per common share
Basi ¢
Di | ut ed

Wei ght ed average nunber of common and
conmon equi val ent shares outstandi ng
Basi ¢
Di | ut ed

except

Three Mont hs Ended Septenber 30

per share data)

2002

$687. 8
564.
123.6

N

70.1
15.4

9.7
0.3

28.1

$9.7

$0. 13
$0. 13
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See acconpanyi ng notes to condensed consolidated financial statenents

AGCO CORPORATI ON AND SUBSI DI ARI ES
CONDENSED CONSOLI DATED STATEMENTS OF OPERATI ONS
(unaudited and in mllions, except per share data)

Ni ne Mont hs Ended Septenber 30,

2002 2001
Net sal es $2,079.0 $1, 768. 6
Cost of goods sold 1, 697.8 1, 469. 8
Gross profit 381.2 298. 8
Selling, general and adm nistrative expenses 230.9 183.7
Engi neeri ng expenses 41. 4 37.2
Restructuring and other infrequent expenses 33.3 10.5
Anortization of intangibles 1.0 13.6
I ncone from operations 74.6 53.8
I nterest expense, net 42.2 45.0
Ot her expense, net 13.9 22.5
I ncone (loss) before incone taxes,
equity in net earnings of affiliates,
extraordinary |l oss and cunul ative effect
of a change in accounting principle 18.5 (13.7)
I ncone tax provision (benefit) 6.3 (5.6)
Incone (loss) before equity in net earnings
of affiliates, extraordinary |oss and
cumul ative effect of a change
in accounting principle 12.2 (8.1)
Equity in net earnings of affiliates 9.5 8.3
I ncone before extraordinary |oss
and cunul ative effect of a change
in accounting principle 21.7 0.2
Extraordi nary | oss, net of taxes --- (0.8)
Cumul ative effect of a change
in accounting principle, net of taxes (24.1) ---
Net | oss $(2.4) $(0. 6)
Net inconme (|l oss) per commpn share:
Basi c:
I ncone before extraordinary |oss
and cunul ative effect of a change
in accounting principle $0. 29 $---
Extraordi nary | oss --- (0.01)
Cumul ative effect of a change
in accounting principle, net of taxes (0.32) ---
Net | oss $(0.03) $(0.01)
Di | uted
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I ncome before extraordinary |oss
and cunul ative effect of a change
in accounting principle

Extraordi nary | oss

Cunul ative effect of a change

in accounting principle, net of taxes

Net | oss

Wei ght ed average nunmber of conmon

and conmon equi val ent shares outstandi ng

Basi c
Di | ut ed

$0. 29

(0.32)

$(0.03)

See acconpanying notes to condensed consolidated financial statenents

AGCO CORPORATI ON AND SUBSI DI ARI ES
CONDENSED CONSOLI DATED STATEMENTS OF CASH FLOWS

(unaudited and in nmillions)

Cash flows from operating activities:
Net | oss

Adj ustnments to reconcile net loss to

net cash (used in) provided by
operating activities

Extraordi nary | oss, net of taxes
Cunmul ative effect of a change in

accounting principle, net of taxes

Depreci ation and anortization
Anortization of intangibles
Restricted stock conpensation

Equity in net earnings of affiliates,

net of cash received
Deferred income tax benefit
Loss on write-down of property,
pl ant and equi pnment
Changes in operating assets and
liabilities net of effect
from purchase of businesses:

Accounts and notes receivable, net

I nventories, net

Ot her current and noncurrent assets

Accounts payabl e
Accrued expenses

Ot her current and noncurrent liabilities

Total adjustnents
Net cash (used in) provided by
operating activities

Cash flows frominvesting activities:

Purchase of property, plant and equi pment
Purchase of businesses, net of cash acquired

Proceeds from sal es of property,
pl ant and equi pnent

I nvest ment in unconsolidated affiliates
Net cash used for investing activities

Cash flows fromfinancing activities:
Proceeds from |l ong-term debt, net

Ni ne Mont hs

Ended Septenber 30,
2002 2001
$(2.4) $(0.6)
--- 0.8
24.1 ---
39.5 39.0
1.0 13.6
15. 4 1.2
(2.7) 2.5
(15.7) (32.9)
11.6 ---
(4.0) 175. 4
(165. 6) (41.5)
(4.9) (0.3)
4.1 (34.5)
39.9 (20.6)
(15.1) (6.7)
(72.4) 96.0
(74.8) 95. 4
(32.3) (23.5)
(12.7) (147.5)
13.8 2.5
(1.1) (0.5)
(32.3) (169.0)
82.2 83.7



Proceeds fromissuance of preferred

and comon stock 5.6 5.3
Payment of debt and conmon stock issuance costs (0.1) (12.8)
Di vi dends pai d on common stock (0.6)
Net cash provided by financing activities 87.7 75. 6
Ef f ect of exchange rate changes
on cash and cash equival ents (1.6) (1. 4)
(Decrease) increase in cash and cash equival ents (21.0) 0.6
Cash and cash equival ents, begi nning of period 28.9 13.3
Cash and cash equi val ents, end of period $7.9 $13.9

See acconpanying notes to condensed consolidated financial statenents.

AGCO CORPORATI ON AND SUBSI DI ARI ES
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
(unaudited, in mllions, except per share data)

1. BASI S OF PRESENTATI ON

The condensed consolidated financial statements of AGCO Corporation and subsidiaries (the "Company" or "AGCQO") included
herein have been prepared in accordance with accounting principles generally accepted in the United States of Americafor interim
financia information and the rules and regulations of the Securities and Exchange Commission. In the opinion of management, the
accompanying unaudited condensed consolidated financial statements reflect all adjustments, which are of a normal recurring
nature, necessary to present fairly the Company's financial position, results of operations and cash flows at the dates and for the
periods presented. These condensed consolidated financial statements should be read in conjunction with the Company's audited
financia statements and notes thereto included in the Company's Annua Report on Form 10-K for the year ended December 31,
2001. Certain reclassifications of previously reported financial information were made to conform to the current presentation.
Results for interim periods are not necessarily indicative of the results for the year.

2. ACQUI SI TI ONS

Chal | enger

On March 5, 2002, the Company completed its agreement with Caterpillar, Inc. (“Caterpillar") to acquire the design, assembly
and marketing of the new MT Series of Caterpillar's Challenger tractor line. The Company issued approximately 1.0 million shares
of common stock in the transaction valued at approximately $21.0 million based on the closing price of the Company's common
stock on the acquisition date. In addition, the Company purchased approximately $13.0 million of initial production inventory from
Caterpillar in connection with a supply agreement with Caterpillar. The addition of the Challenger tractor line provides the
Company with atechnological leader in high horsepower track-type tractors that will be marketed on a worldwide basis primarily
through the Caterpillar distribution organization. Furthermore, the Company will provide Caterpillar dealers with additional
products that will broaden their equipment offerings and enhance their competitive position. The results of operations for this
product line have been included in the Company's results as of the date of the acquisition. The acquired assets consist of
technology, trademarks, trade names, inventory, and property, plant and equipment. There were no accounts receivable acquired
or liahilities assumed in the transaction since all rights and obligations relating to past sales of the prior series of the Challenger
product line remain with Caterpillar. Since the preliminary fair value of the assets acquired is in excess of the purchase price, the
Company did not record any goodwill associated with the acquisition.

Ag-Chem

On April 16, 2001, the Company completed the acquisition of Ag-Chem Equipment Co., Inc. ("Ag-Chem"), aleading
manufacturer and distributor of self-propelled fertilizer and chemical sprayers for pre-emergent and post- emergent applications.

The Ag-Chem acquisition was accounted for as a purchase in accordance with Accounting Principles Board ("APB") No. 16,
and, accordingly, the purchase price has been allocated to the assets acquired and the liahilities assumed based on their fair values
as of the acquisition date. In connection with the acquisition of Ag-Chem, the Company established $3.1 millionin liabilities
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primarily related to severance, employee relocation and other costs associated with the planned closure of Ag-Chem's Benson,
Minnesota manufacturing facility, Minnetonka, Minnesota administrative office and fifteen parts and service facilities.

During the first quarter of 2002, all costs in connection with the liabilities established had been incurred. Accordingly, the
Company adjusted its purchase price allocation to reflect a reduction in these established liabilities of $0.4 million.

3. RESTRUCTURING AND OTHER INFREQUENT EXPENSES

During the second quarter of 2002, the Company announced and initiated a restructuring plan related to the closure of its tractor
manufacturing facility in Coventry, England and the relocation of existing production at Coventry to the Company's Beauvais,
France and Canoas, Brazil manufacturing facilities. In connection with the restructuring plan, the Company has recorded
approximately $30.2 million of restructuring and other infrequent expenses during the nine months ended September 30, 2002.
The components of the restructuring expenses are summarized in the following table:

Bal ance at
2002 Expenses Sept enber 30,
Expense I ncurred 2002
Cash:
Enpl oyee severance $8. 4 $--- $8. 4
Enpl oyee retenti on paynents 8.9 --- 8.9
Facility closure costs 1.7 1.7
Noncash:
Wite-down of property, plant
and equi prment 11.2 11.2 ---
Facility closure costs $30. 2 $11.2 $19.0

The severance costs relate to the termination of approximately 1,100 employees, following the completion of production in the
Coventry facility. No employees have been terminated as of September 30, 2002. The employee retention payments relate to
incentives paid to Coventry employees who remain employed until certain future termination dates and are accrued over the term
of the retention period. The facility closure costs include certain noncancelable operating lease termination and other facility exit
costs. The write-down of property, plant and equipment represents the impairment of machinery and equipment resulting from the
facility closure and was based on the estimated fair value of the assets compared to their carrying value. The estimated fair value
of the equipment was determined based on current conditions in the market. The machinery, equipment and tooling will be
disposed of after production ceases and the buildings, land and improvements will be marketed for sale. The $19.0 million of
restructuring costs accrued at September 30, 2002 are expected to be incurred during the remainder of 2002 and 2003. The
Company also recorded approximately $0.9 million of inventory reserves reflected in costs of goods sold, related to inventory that
was identified as obsolete as a result of the closure.

Further, in connection with the Coventry closure, the Company has applied to the High Court in London, England, for clarification
of arule of its U.K. pension plan which governs the circumstances in which full pensions are payable without reduction for early
retirement. While the Company and its advisors are of the view that no such unreduced pensions are payable in the context of the
closure, it is accepted that clarification from the High Court is advisable. In the event of an adverse ruling, the estimated impact on
the pension plan would be an increase in plan liabilities of between $50 million and $60 million.

In addition, the Company recorded restructuring and other infrequent expenses of $3.0 million for the nine months ended
September 30, 2002. The expense for the nine months primarily relates to severance costs and certain lease termination and other
exit costs associated with the rationalization of the Company's European engineering and marketing personnel and certain German
manufacturing facilities, as well as the restructuring of the Company's North American information systems function. The $2.2
million of severance costs recorded associated with these activities relate to the termination of approximately 90 employeesin
total. At September 30, 2002, approximately $1.4 million of the amount accrued had been incurred. The remaining balance of
$1.6 million is expected to be incurred during the remainder of 2002.

In 2001, the Company announced its plans to rationalize certain facilities as part of the Ag-Chem acquisition integration. The
Company consolidated AGCO's Willmar, Minnesota manufacturing facility and Ag-Chem's Benson, Minnesota manufacturing
facility into Ag-Chem'’s Jackson, Minnesota manufacturing plant. In addition, the Company closed Ag-Chem's Minnetonka,
Minnesota administrative offices and relocated all functions to the Jackson facility. The Company also closed fifteen parts and
service facilities and integrated parts warehousing and logistics into AGCO's North America parts distribution system.
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The components of the restructuring and other infrequent expenses are summarized in the following table:

Reserve Reserve
Bal ance at Bal ance at
Decenmber 31, 2002 Expenses Sept enber 30,
2001 Expense I ncurred 2002
Enpl oyee severance $0. 6 $0. 2 $0.6 $0. 2
Enpl oyee retention
paynent s 0.2 (0.2) ---
Facility closure costs 0.1 0.1
Facility relocation and
transition costs 0.1 0.1
$0.9 $0.1 $0. 8 $0. 2

All employees identified in the restructuring plan had been terminated as of the end of the first quarter of 2002. The employee
retention payments related to incentives to be paid to Ag-Chem and AGCO employees who remained employed until certain
future termination dates and were accrued over the term of the retention period. In the first quarter of 2002, the Company
reversed approximately $0.2 million of retention payments, which were not earned or required. The facility closure costs included
employee relocation costs and other future exit costs to be incurred at the Company's Willmar location after operations ceased.
The facility relocation and transition costs are being expensed as incurred and represent costs to relocate inventory and machinery
and costs to integrate operations into the remaining facilities. The $0.2 million of costs accrued at September 30, 2002 are
expected to be incurred in 2002.

In 2000, the Company permanently closed its combine manufacturing facility in Independence, Missouri and its Lockney, Texas
and Noetinger, Argentina implement manufacturing facilities. In 1999, the Company permanently closed its Coldwater, Ohio
manufacturing facility. The majority of production in these facilities has been relocated to existing Company facilities or outsourced
to third parties. The Company did not record any additional restructuring and other infrequent expenses in 2002 related to these
closures. The Company incurred approximately $0.5 million of expenses charged to accrued restructuring costs related to these
closures during the nine months ended September 30, 2002. The remaining accrued restructuring costs of $0.5 million primarily
relate to noncancelable lease termination costs and will be incurred through 2005.

4. GOODWILL AND OTHER INTANGIBLE ASSETS

On January 1, 2002, the Company adopted Statement of Financial Accounting Standards No. 142 ("SFAS 142") "Goodwill and
Other Intangible Assets." SFAS No. 142 requires companies to cease amortizing goodwill and other indefinite- lived intangible
assets on December 31, 2001 that were in existence at June 30, 2001. Any goodwill and other indefinite-lived intangible assets
resulting from acquisitions completed after June 30, 2001 will not be amortized. SFAS No. 142 also establishes a new method of
testing goodwill and other indefinite-lived intangible assets for impairment on an annua basis or on an interim basis if an event
occurs or circumstances change that would reduce the fair value of areporting unit below its carrying value. SFAS No. 142
requires that an initial impairment assessment be performed on all goodwill and indefinite-lived intangible assets. This assessment
involves determining an estimate of the fair value of the Company's reporting units including trademarks in order to evaluate
whether an impairment of the current carrying amount of goodwill and other indefinite-lived intangible assets exists. Fair values are
derived based on an evaluation of past and expected future performance of the Company's reporting units.

The goodwill in each of the Company's segments was tested for impairment during the first quarter of 2002 as required by SFAS
No. 142. The Company utilized a combination of valuation techniques including a discounted cash flow approach, a market
multiple approach and a comparable transaction approach. Based on this evaluation, the Company determined that goodwill
associated with its Argentina and North America reporting units was impaired. As a result, the Company recorded a pre-tax
write-down of goodwill of $27.7 million. This write-down was recognized as a cumulative effect of a change in accounting
principle of $24.1 million, net of $3.6 million of taxes, in the first quarter of 2002,

Prior to the adoption of SFAS No. 142, the Company amortized goodwill and other indefinite lived intangible assets over periods
ranging from 10 to 40 years. The following is a reconciliation of the Company's income before cumulative effect of achangein
accounting principle and net income as if goodwill were accounted for in accordance with SFAS No. 142 in prior periods.
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Decenber

Ni ne

Reported income (loss) before cunulative

ef fect
Add: Goodwi | |
Add:

Adj usted i nconme before cunul ative

ef fect

Cunul ative effect
accounting principle,
Adj usted net (I oss)

Net

Basi c:

i nconme (1l oss) per compn share

of a change in accounting principle
anortization
Indefinite lived trademark anorti zation

of a change in accounting principle
of a change in
net of taxes
i ncome

Reported income (loss) before cunulative

ef fect
Add: Goodwi | |
Add:

Adj usted i nconme before cunul ative

ef fect

Cunul ative effect
principl e,
Adj usted net (I oss)

Di | uted

net

of a change in accounting principle
anortization
Indefinite lived trademark anorti zati on

of a change in accounting principle
of a change in accounting
of taxes

i ncome

Reported income (loss) before cunulative

ef fect
Add: Goodwi | |
Add:

of a change in accounting principle
anortization
Indefinite lived trademark anortization

Adj usted i ncone before cunul ative effect of
a change in accounting principle

Cunul ative effect
principl e,
Adj usted net (I oss)

net

5. LONG- TERM DEBT

of a change in accounting
of taxes
i ncome

Mont hs Ended Sept enber 30,
2002 2001
$21.7 $(0.6)
7.5
--- 0.8
21. 7 7.7
(24.1) ---
$(2.4) $7.7
$0. 29 $(0.01)
0.11
--- 0.01
0.29 0.11
(0.32) ---
$(0.03) $0.11
$0. 29 $(0.01)
0.11
--- 0.01
0.29 0.11
(0.32) ---
$(0.03) $0.11

Long-term debt consisted of the follow ng at Septenber 30, 2002 and

31, 2001

Revolving credit facility

9-1/2 Seni or
8-1/2 Seni or

notes due 2008

subor di nat ed

notes due 2006

O her
Tot a

| ong-term debt
| ong-term debt

I NVENTORI ES

Sept enber
2002

$172.
250.

249.
12
$683.

30,

o P

~N O O

Decenber
2001

31,

$89.0
250.0

248.9
29.8
$617.7

Inventories are valued at the lower of cost or market using the first-in, first-out method. Market is net realizable value for finished
goods and repair and replacement parts. For work in process, production parts and raw materials, market is replacement cost.

I nventory bal ances at

foll ows:

Fi ni shed goods
and replacement parts

Repai r

Sept enmber

30, 2002 and Decenber 31, 2001 were as
Sept eber 30, Decenber 31
2002 2001
$329.0 $210.7
231.1 201.5
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Work in process, production

parts and raw material s 174.7 146.6
I nventories, net $734.8 $558. 8
7. ACCOUNTS RECEI VABLE SECURI Tl ZATI ON

At September 30, 2002, the Company has accounts receivable securitization facilities in the United States, Canada, and Europe
totaling approximately $419.0 million. Under these facilities, wholesale accounts receivable are sold on a revolving basis to
commercia paper conduits either on a direct basis or through a wholly-owned specia purpose U.S. subsidiary. Outstanding
funding under these facilities totaled $388.8 million at September 30, 2002 and $402.0 million at December 31, 2001. The
funded balance has the effect of reducing accounts receivable and short-term liabilities by the same amount. Losses on sales of
receivables primarily from securitization facilities included in other expense, net for the nine months ended September 30, 2002
and 2001 were $11.1 million and $18.6 million, respectively.

8. SEGMENT REPORTING

The Company has five reportable segments: North America; South America; Europe/AfricalMiddle East; Asa/Pacific; and
Sprayer Division. Each regiona segment distributes afull range of agricultural equipment and related replacement parts. The
Sprayer division manufactures and distributes self- propelled agricultural sprayers and replacement parts. The Company eval uates
segment performance primarily based on income from operations. Sales for each regional segment are based on the location of the
third-party customer. All intercompany transactions between the segments have been eliminated. The Company's selling, general
and administrative expenses and engineering expenses are charged to each segment based on the region and division where the
expenses are incurred. As a result, the components of operating income for one segment may not be comparable to another
segment. Segment results for the three months and nine months ended September 30, 2002 and 2001 are as follows:

Three nonths ended North Sout h Eur ope/ Asi a/  Sprayer

Sept eber 30, Anmerica Anerica Africa Pacific Division Consolidated
/M ddl e
East

2002

Net sal es $196.7 $69.5 $349. 4 $29.9 $42.3 $687. 8
I ncone (I oss)

from operations (3.4) 8.2 31.4 5.1 (2.5) 38.8
2001

Net sal es $175.7 $65.5 $270.5 $26.7 $38.8 $577. 2
I ncone (I oss)

from operations 4.8 7.4 17.0 4.2 (6.5) 26.9

Ni ne Months Ended North Sout h Eur ope/ Asi a/  Sprayer

Sept eber 30, Anmerica Anerica Africa Pacific Division Consolidated

/M ddl e

East

2002
Net sal es $548.2 $199.6 $1,052.0 $75.8 $203.4 $2,079.0
I ncone (I oss)
from operations (2.9) 20.9 92.6 12.9 13.9 137. 4
2001
Net sal es $481.6 $184.2 $914.6 $70.1 $118.1 $1,768.6
I ncone (I oss)
from operations (9.7) 15.3 67.3 10.9 (4.2) 79.6

A reconciliation from the segment information to the consolidated balances for income from operations is set forth below:

Three Mont hs Ended Nine Months Ended
Sept ember 30, Sept ember 30
2002 2001 2002 2001
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Segnent income from operations
Restricted stock conpensati on expense
Restructuring and ot her

i nfrequent expenses
Anortization of intangibles
Consol i dated i ncone from operations

Source: AGCO Corporation

$38.8  $26.
(0.7) (0.
(9.7) (4.
(0.3) (4.
$28.1  $16.
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9)

$137.
(28.

(33.
(1.
$74.

3)
0)

$79.
(1.

(10.
(13.
$53.

5)
6)



