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i nformati on statements incorporated by reference in Part 1l of this
Form 10-K or any anendnent to this Form 10-K

I ndi cate by check mark whether the registrant is an accelerated filer (as
defined i n Exchange Act Rule 12b-2) Yes x No o]

The aggregate narket value of the commopn shares held by non-affiliates as
of June 30, 2002 was $936, 413,398, (affiliates, for this purpose, have been
deened to be Directors of the Conmpany and Executive O ficers, and certain
signi ficant sharehol ders).

The nunber of shares outstanding of the registrant's comobn shares as of
Decenber 31, 2002 was 42,087, 115.

DOCUMENTS | NCORPORATED BY REFERENCE

Portions of the registrant's proxy statenment for the annual neeting of
sharehol ders to be held on May 1, 2003 are hereby incorporated by reference
into Part 111.

PART |
Item 1. Busi ness

As used in Item 1l of this report, the term"Conpany", except as otherw se
i ndi cated by the context, means Lincoln Electric Holdings, Inc., the
publicly-held parent of The Lincoln Electric Conpany, and other Lincoln

El ectric subsidiaries. The Lincoln Electric Conpany began operations in
1895 and was i ncorporated under the laws of the State of Chio in 1906.
During 1998, The Lincoln Electric Conpany reorganized into a hol ding
conpany structure and Lincoln Electric Holdings, Inc. becane the
publicly-held parent of Lincoln Electric subsidiaries worldw de, including
The Lincoln Electric Conpany.

The Conpany is a full-line manufacturer and reseller of welding and cutting
products. Wl ding products include arc wel ding power sources, wire feeding
systens, robotic welding packages, fune extraction equi pnent, consumabl e

el ectrodes and fluxes. The Conpany's wel di ng product offering also includes
regul ators and torches used in oxy-fuel welding and cutting.

The arc wel di ng power sources and wire feeding systens manufactured by the
Conpany range in technology frombasic units used for |ight manufacturing
and mal ntenance to highly sophisticated machi nes for robotic applications,
hi gh production wel ding and fabrication. Three primary types of arc wel ding
el ectrodes are produced: (1) coated manual or stick electrodes, (2) solid
el ectrodes produced in coil formfor continuous feeding in nechanized
wel di ng, and (3) cored el ectrodes produced in coil formfor continuous
feedi ng in nechani zed wel di ng.

The Conpany's products are sold in both donestic and international markets.
In the domestic nmarket, products are sold directly by the Conpany's own

sal es organi zation as well as through distributors and retailers. In the

i nternational markets, the Conpany's products are sold principally by
forei gn subsidiary conpani es. The Conpany al so has an international sales
organi zati on conpri sed of Conpany enpl oyees and agents who sell products
fromthe Conpany's various manufacturing sites to distributors, agents,
deal ers and product users. The Conpany has manufacturing facilities |ocated
inthe United States, Australia, Brazil, Canada, England, France, Gernmany,
I ndonesia, Ireland, Italy, Mexico, the Netherlands, People's Republic of
Chi na, Pol and, Spain, Taiwan, Turkey and Venezuela. See Note | to the
consol idated financial statenents wth respect to geographic area

i nfornati on.
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The Conpany is not dependent on a single customer or a few custoners. The
| oss of any one customer would not have a material adverse effect on its
busi ness. The Conpany's busi ness is not seasonal.

Conditions in the arc welding and cutting industry are highly conpetitive.
The Conpany believes it is the world' s |argest manufacturer of consumabl es
and equipnent in a field of three or four mmjor conpetitors and nunerous
smal | er conpetitors. The Conpany continues to pursue appropriate strategies
to heighten its conpetitiveness in donestic and international markets.
Conpetition in the arc welding and cutting industry is on the basis of
price, brand preference, product quality and performance, warranty,
delivery, service and technical support. Al of these factors have
contributed to the Conpany's position as the |leader in the industry.

Virtually all of the Conpany's products may be classified as standard
commercial articles and are nanufactured for stock. The Conpany believes it
has a conpetitive advantage in the market place because of its highly
trained technical sales force and the support of its welding research and
devel opnent staff which allowit to assist the consunmers of its products in
optim zing their welding applications. The Conpany utilizes this technica
expertise to present its Guaranteed Cost Reduction Programto end users in
whi ch the Conpany guarantees that the user will save nobney inits

manuf acturing process when it utilizes the Conpany's products. This allows
the Conpany to introduce its products to new users and to establish and
maintain very close relationships with its consuners. This cl ose

rel ati onship between the technical sales

force and the direct consuners, together with its supportive relationship
with its distributors, who are particularly interested in handling the
broad range of the Conpany's products, is an inportant element of the
Conpany's mar ket success and a val uabl e asset of the Conpany.

The principal raw materials essential to the Conpany's business are various
chem cals, electronics, steel, brass, copper and alum num all of which are
normal |y avail able for purchase in the open narket.

The Conpany's operations are not materially dependent upon patents,
i censes, franchises or concessions.

The Conpany's facilities are subject to environnmental regulations. To date,
conpliance with these environnmental regulations has not had a nateria

ef fect on the Conpany's earnings. The Conpany is |SO 9001 certified at
nearly all Lincoln facilities worldw de. In addition, the Conpany is |ISO
14001 certified at the Mentor, Chio manufacturing facility and is in the
process of achieving |1 SO 14001 certification at its Euclid, Chio
manufacturing facility.

The Conpany conducts a significant amount of its business and has a numnber
of operating facilities in countries outside the United States. As a
result, the Conpany is subject to business risks inherent to non-U.S.
activities, including political uncertainty, inport and export limtations,
exchange controls and currency fluctuations. The Conpany believes risks
related to its foreign operations are mitigated due to the political and
econom c stability of the countries in which its largest foreign operations
are | ocated.

Research activities relating to the devel opnment of new products and the
i mprovenent of existing products in 2002 were all Conpany-sponsored. These
activities were primarily related to the devel opnent of new products. Refer
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to Note Ato the consolidated financia
costs of research and devel oprent.

statements with respect to total

The nunber of persons enpl oyed by the Conpany worl dwi de at Decenber 31
2002 was 6, 097.

The Conpany's Internet address is www. |lincolnelectric.com The Conpany
nakes avail able free of charge on www. lincolnelectric.comits annual,
quarterly and current reports, as soon as reasonably practical after the
Conpany electronically files such material with, or furnishes it to, the
SEC. However, the information found on the Conpany's website is not part of
this or any other report.

Item 2. Properties

The Conpany's corporate headquarters and principal United States
manufacturing facilities are located in the Ceveland, Chio area. Total
Cl evel and area property consists of 227 acres, of which present

manuf acturing facilities conprises an area of approximtely 2,713,000
square feet.

In addition to the principal facilities in Onhio, the Conpany operates one
ot her manufacturing location in the United States and 23 nmanufacturing

[ ocations (including joint ventures) in 17 foreign countries, the |ocations
of which are as follows:

United States: Gai nesville, Ceorgia.
Australi a: Sydney.
Brazil: Sao Paul o.
Canada: Toronto; M ssi ssauga.
Engl and: Sheffiel d.
France: Grand- Quevi l ly.
Ger many: Essen.
I ndonesi a: G kar ang.
I rel and: Rat hnew.
Italy: Bol ogna; M1l ano; Celle
Li gure; Arezzo.
Mexi co: Mexico City; Torreon.
Net her | ands: Ni j megen.
Peopl e's Republic of Shanghai, Tianjin.
Chi na:
Pol and: Bi el awa.
3
Spai n: Bar cel ona.
Tai wan: Tai nan.
Tur key: | st anbul .
Venezuel a: Mar acay.

Al properties relating to the Conpany's O evel and, Chi o headquarters and
manuf acturing facilities are owned outright by the Company. In addition,
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the Conpany mai ntains operating | eases for its distribution centers and
many sal es of fices throughout the world. See Note L to the consolidated
financial statements with respect to | ease conmitnents. Most of the
Conpany's foreign subsidiaries own manufacturing facilities in the foreign
country where they are | ocated. At Decenber 31, 2002, $13.5 mllion of

i ndebt edness was secured by property, plant and equi pnent.

Item 3. Legal Proceedings

The Conpany is subject, fromtinme to time, to a variety of civil and
adm ni strative proceedings arising out of its normal operations, including,
without limtation, product liability clains and health, safety and
environnental clainms. Anbng such proceedings are the cases descri bed bel ow.

At Decenber 31, 2002, the Conpany was a co-defendant in cases alleging
asbestos induced illness involving clains by approxi mately 28, 806
claimants, which is a net increase of 1,187 clainms fromthose previously
reported. In each instance, the Conpany is one of a |arge nunber of

def endants. The asbestos cl ai mants seek conpensatory and punitive damages,
in nmost cases for unspecified suns. Since January 1, 1995, the Conpany has
been a co-defendant in other similar cases that have been resol ved as
follows: 11,278 of those clains were dismssed, 9 were tried to defense
verdi cts and 167 were decided in favor of the Conpany foll ow ng sunmary

j udgrment notions.

At Decenber 31, 2002, excluding proceedings within the states of

M ssi ssi ppi and Loui si ana (which are di scussed separately below), the
Conpany was a co-defendant in 17 cases in 4 jurisdictions involving 454
claimants al |l egi ng that exposure to manganese contained in wel di ng
consumabl es caused the clainmants to devel op adverse neurol ogi ca
conditions, including a condition known as nmangani sm Si xteen of these
cases were reported previously. Al of the 16 cases are single
plaintiff-cases except for one nultiplaintiff case in Texas (all egedly on
behal f of 373 clainmants). The seventeenth case is another multiplaintiff
case in Texas (allegedly on behalf of 66 clainmnts).

At Decenber 31, 2002, within the state of M ssissippi, the Conpany was a
co-defendant in 8 manganese cases with allegations simlar to those

descri bed above involving 111 claimants. Six of these cases were reported
previously. Mst of the cases are nmultiplaintiff cases, ranging from2 to
60 cl ai nants. Subsequent to Decenber 31, 2002, the Conpany was served in 10
addi ti onal manganese cases allegedly involving 1,244 clainmants that were
filed on or before December 31, 2002, the last day prior to the effective
date for tort reformin Mssissippi. Six of the 8 cases are nultiplaintiff
cases, including one allegedly on behal f of approximtely 1,200 clai mants.
Al of the cases in Mssissippi are still in state court except for two
cases, which have been renoved to federal court. A npbtion to remand is
pendi ng in one of them

On February 3, 2003, the Conmpany was served with a class action manganese
conplaint, filed in state court in Louisiana on behalf of a purported class
of 1ndividuals who reside and/or work (or resided and/or worked) in one of
five Southern states. The case has been renmoved to federal court.

The claimants in cases all egi ng nanganese i nduced ill ness seek conpensatory
and, in nost instances, punitive damages, usually for unspecified suns.
Since January 1, 1995, the Conpany has been a co-defendant in simlar cases
i nvol ving clainms by 61 claimants that have been resolved as foll ows: 43 of
those clainms were dismssed, 6 were tried to defense verdicts in favor of
the Conpany and 12 were settled.
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EXECUTI VE OFFI CERS OF THE REGQ STRANT

NAVE AGE PCSI TI ON

Ant hony A. Massaro 59 Chai rman of the Board since 1997; Chief
Executive O ficer since 1996; President
and Chief Operating Oficer since 1996.

John M Stropki 52 Director since 1998; Executive Vice
Presi dent, President North America since
1995.

H Jay Elliott 61 Seni or Vice President, Chief Financia
O ficer and Treasurer since 1996.

Frederick G Seni or Vice President, General Counse

St ueber 49 and Secretary since 1996.

James E. Schilling 66 Seni or Vice President, Corporate
Devel opnent since 1999; Director,
Busi ness Devel opnent since 1998; prior
thereto, General Manager, Strategic
Managenent of CBS Corporation
(Westi nghouse Electric Corp. prior to
1997) from 1993-1998.

Seni or Vice President, Human Resources
since 2001; Vice President, Human
Raynmond S. Vogt 61 Resources 1996- 2001

Item 4. Subnission of Matters to a Vote of Security Hol ders

No matters were subnmitted to a vote of security holders during the quarter
ended Decenber 31, 2002.

PART 11

Item5. Market for the Registrant's Common Stock and Rel at ed Shar ehol der
Matters

The Conpany's comopn shares are traded on The Nasdaq Stock Market under the
synbol "LECO'. The number of record hol ders of commpn shares at
Decenber 31, 2002 was 2, 256.

The total anount of dividends paid in 2002 was $25, 390, 349. For 2002,
di vi dends were paid quarterly on January 15, April 15, July 15 and
Cct ober 15.

Quarterly high and | ow stock prices and dividends declared for the last two
years were:

2002 2001
Di vi dends Di vi dends
H gh Low Decl ar ed H gh Low Decl ared
March 31 $30.98 $23.51 $ 0.15 $22.25 $17.88 $0.15
June 30 31.25 26.20 0.15 26.40 18.60 0.15
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Sept enber
30 27.84  21.40 0.15 25.50 20.75 0.15
Decenber
31 25.84  20.50 0.16 25.90 20.60 0.15

Source: The Nasdaq Stock Market

Equi ty Conpensation Plan Information

Number of
securities
remai ni ng avail abl e
for future issuance
under equity

Nunber of conpensati on pl ans
securities to be (excl udi ng
i ssued upon Wei ght ed- aver age securities
exerci se of exercise price of reflected in
out st andi ng options outstandi ng options colum (a)
Pl an Cat egory (a) (b) (c)
Equity
conpensati on
pl ans approved
by security
hol der s 3,179,471 $ 19. 34 2,594, 535

For further information on the Conpany's equity conpensation plans see
"Note D - Stock Plans" to the Conpany's financial statements i1ncluded in
I[tem 8.

Item 6. Sel ected Financial Data

Year Ended Decenber 31
2002 2001 2000 1999 1998
(I'n thousands of dollars, except per share data)
Net sal es $994, 077 $978,877 $1,058,601 $1,086,176 $1,186,6799
| ncone
bef ore
cumul ative
effect of a
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change in

accounti ng
principl e,

net of tax 66, 882
Cumul ati ve

effect of a

change in

accounting
principl e,

net of tax (37, 607)
Net incone 29, 275
Basi c

ear ni ngs

per share

Basi c

ear ni ngs

per share

bef ore the

cumul ative

effect of a

change in

accounting

principle $ 1.58 $

Cunmul ati ve

effect of a

change in

accounti ng

principl e,

net of tax (0.89)
Basi c

ear ni ngs

per share $ 0.69 $

Di | uted
ear ni ngs
per share
Di | uted
ear ni ngs
per share
before the
cunul ati ve
effect of a
change in
accounti ng

principle $ 1.56 $

Cunul ati ve

effect of a

change in

accounting
princi pl e,

net of tax (0.88)
Diluted

ear ni ngs

per share $ 0.68
Cash

di vi dends

decl ared $ 0.61
Tot al

assets $901, 269

Long-term

$781,311 $ 790,279 $ 775,399 $

93, 719

1.92

1.91

782, 906
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debt $174,146 $ 24,181 $ 38,550 $ 47,207 $ 46, 766

2002 included a net pre-tax charge of $10,468 ($7,045 after-tax) relating
to the Company's rationalization program (see Note E) and a pre-tax charge
for the cunul ative effect of an accounting change of $38, 307 ($37, 607
after-tax) (see Note A).

2001 included a net pre-tax gain of $1,943 ($1,263 after-tax) related to a
$3, 087 gain ($2,007 after-tax) on the sale of property, partially offset by
a charge of $1,144 ($744 after-tax) relating to severance and redundancy
costs i n Europe.

2000 included a net pre-tax charge of $13,399 ($8,126 after-tax)
principally related to a $16, 004 ($14,399 after-tax) charge for costs
related to the | apsed Charter offer partially offset by a $10, 183 gain
(%$6,273 after-tax) frominsurance proceeds received in settlement of a
di spute with one of the Conpany's product liability insurance carriers.

1999 included a pre-tax charge of $32,015 ($19, 721 after-tax) related to
the sale of the nmotor business.

Item 7. Managenent's Di scussion and Anal ysis of Financial Condition and
Results of QOperations

GENERAL

The Conpany is the world's | argest designer and nanufacturer of arc welding
and cutting products, manufacturing a full line of arc welding equi pment,
consumabl e wel di ng products and ot her wel ding and cutting products.

The Conpany believes that the high quality of its products, advanced

engi neering expertise and its strong distributor network, coupled with its
| arge, technically trained sales force, have enabl ed the Conpany to
continue to be a key participant in the global marketpl ace.

The Conpany is one of only a few worldwi de broad |ine nanufacturers of both
arc wel di ng equi pnent and consumabl e products. Wth highly conpetitive
conditions in the welding industry, the Conpany will continue to enphasize
its status as a single source supplier, which it believes is nost capable
of nmeeting the broadest range of its custonmers' weldi ng needs.

On April 26, 2000, the Conpany nade a cash offer in the United Kingdomto
purchase all of the outstanding shares of Charter plc, a British industria
hol di ng conpany. In Cctober 2000, the Conpany's offer to purchase Charter
plc lapsed. As a result, the acquisition was not conpleted and the Conpany
recorded an additional after-tax charge of $11.6 mllion ($0.27 per diluted
share) during the fourth quarter of 2000 representing renaining costs
associated with the | apsed bid. For the 2000 year, the Conpany recorded
total non-recurring charges of $13.4 mllion ($8.1 mllion after-tax) in

Q her inconme (expense). O this anpbunt, the quarter ended June 30, 2000,
included a net gain of $10.2 mllion ($6.3 mllion after-tax) principally
related to proceeds received in settlenment of a dispute with one of the
Conpany's product liability insurance carriers. In addition, the quarter
ended Septenber 30, 2000, included a net charge of $4.4 mllion

($2.8 mllion after-tax) principally related to costs of foreign currency
options purchased in connection with the | apsed Charter plc bid. During the
period in which the Charter acquisition was pending, the Conpany had
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suspended di vi dend paynents and its share repurchase program both were
re-instituted in Decenber 2000, subsequent to the | apse of the offer.

In 2002, consolidated net sales increased 1.6% from 2001 to $994.1 mllion
Net incone decreased to $29.3 million or $0.68 per share (diluted).

Excl udi ng rationalization charges and an accounting change, net incone for
2002 woul d have been $73.9 mllion and diluted earnings per share woul d
have been $1.73. Net inconme in 2001 was $83.6 million. Excluding an
after-tax gain of $1.2 mllion that was conprised of a gain on the sale of
property partially offset by severance and redundancy charges in Europe,
net incone in 2001 woul d have been $82.3 nillion or $1.93 per share
(diluted). Net incone was $78.1 million in 2000, or $1.83 per

di | uted share. Excluding charges for costs associated with the | apsed offer
to acquire Charter plc and net proceeds received froma product liability

i nsurance carrier, 2000 net inconme would have been $86.2 mllion, or $2.02
per share (diluted). Earnings per share was positively inpacted by the
repurchase of 501, 330 shares in 2002, 114,079 shares in 2001 and 2,178, 130
shares in 2000.

Research and devel opnent expenditures were $19.1 mllion in 2002, conpared
with $17.9 million in 2001 and $16.6 mllion in 2000. Expenditures were
primarily related to the devel opnment of new products. The Conpany believes
that over the past three years, expenditures for research and devel opnent
activities have been adequate to maintain the Conpany's | eadership position
and to introduce new products at an appropriate rate to sustain future

gr owt h.

RESULTS OF OPERATI ONS

The foll owi ng table shows the Conpany's results of operations:

Year ended Decenber 31

(Dollars in mllions) 2002 2001 2000

Anpbunt % of Sal es Anpunt % of Sal es Anmbunt % of Sal es

Net sal es $994. 1 100.0% $ 978.9 100. 0% $1,058.6 100. 0%
Cost of goods sold 694. 1 69. 8% 671.6 68. 6% 703.5 66. 5%
Gross profit 300.0 30. 2% 307.3 31. 4% 355.1 33.5%

Selling, general &
adm ni strative

expenses 198.0 19. 9% 190. 2 19. 4% 216. 2 20. 4%
Rat i onal i zati on

char ges 10.5 1.1% -- -- -- --
Qperating incone 91.5 9.2% 117.1 12. 0% 138.9 13. 1%
I nterest income 3.2 0.3% 1.1 0.1% 0.7 0.1%
O her incone

(expense) 2.3 0.2% 3.3 0. 3% (10.5) (1.0%
I nt erest expense (9.1) (0.9% (5.5) (0.5% (7.4) (0.7%
I ncome before incone

t axes 87.9 8. 8% 116.0 11. 9% 121.7 11. 5%
| ncone taxes 21.0 2. 1% 32.4 3.3% 43. 6 4. 1%
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I ncome before

cumul ative effect of

a change in

accounting principle,

net of tax 66.9 6. 7% 83.6 8. 6% 78.1 7. 4%
Cumul ative effect of

a change in

accounting principle,

net of tax (37.6) (3.8% -- -- -- --

Net incone $ 29.3 2.9% $ 83.6 8.6% $ 78.1 7. 4%

2002 COVPARED TO 2001

Net Sal es. Net sales for 2002 were $994.1 million, a $15.2 mllion or 1.6%
increase from$978.9 mllion |last year. Third-party net sales fromU.S
operations were $612.4 mllion, down 4.3%from $639.9 nillion |ast year
U. S. donestic sales declined 5.5%from 2001. The U.S. sal es decrease
reflects | ower demand due to continued softening in the industrial segnent
of the U.S. market. Export sales fromthe U S of $63.2 mllion were up
$4.8 mllion or 8.1%fromlast year. Exports have increased into Europe,
Asia Pacific and Russia, Africa and the Mddl e East regions. Non-U.S.
third-party sales increased 12.6%to $381.7 mllion in 2002, conpared with
$339.0 mllion last year. The weakening of the U. S. dollar had a positive
i mpact on non-U.S. sales conpared with |ast year. This positive inpact on
net sales was $2.8 nillion or 0.3% In |oca

currencies, European sales increased 6.4% Excluding the results of Bester,
whi ch was acquired in January 2002, European sales increased 2.5%in |oca
currencies. In the rest of the world, the Conpany's sales increased 17.9%
in local currencies. Excluding the results of Lincoln Sol daduras de
Venezuel a, which was acquired i n Decenber 2001, rest of the world sales
increased 11.9%in | ocal currencies. Non-U S. and export sales were 44.8%
of the Conpany's total sales conmpared with 40.6%in 2001.

G oss Profit. Gross profit of $300.0 million for 2002 declined 2.4%or $7.3
mllion fromlast year. Gross profit as a percentage of net sal es declined
to 30.2% from 31.4% conpared wth |ast year. G oss profit margins in the
U. S. declined because of |ower sales volumes and the rel ated unfavorable
production variances. Non-U.S. gross margins were up slightly
year - over-year due to product m x

Selling, CGeneral & Administrative (SGA) Expenses. SGEA expenses increased
$7.8 mllion or 4.1%to $198.0 mllion for 2002, conpared wth

$190.2 mllion for 2001. SGA expenses as a percentage of net sales
increased to 19.9% from 19.4%in 2001. The increase in SGRA expenses is due
primarily to the increnmental costs incurred by newy acquired businesses of
$4.5 mllion, the foreign currency translation effect of a weakening U. S.
dollar of $1.7 mllion, an increase in accounts receivable allowances of
$3.0 mllion and an increase in R&D expenditures of $1.2 nillion, which
were partially offset by the non-anortization of goodwill of $1.6 mllion
as a result of the adoption of Statenment of Financial Accounting Standards
("SFAS") No. 142, "Goodwi || and O her Intangible Assets" (See Note A).

Rati onal i zati on Charges. During the first quarter of 2002, the Conpany
recorded rationalization charges of $10.5 million ($7.0 million after-tax).
The rationalization charges were principally related to a voluntary
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retirement program affecting approximately 3% of the Conmpany's U.S.
wor kf orce and asset inpairnent charges. Workforce reduction charges were
$5.4 mllion, while non-cash asset inpairment charges were $5.1 mllion
The Conpany anticipates this rationalization programw |l result in future
annual cost savings of over $5 nmillion

Interest Inconme. Interest inconme increased to $3.2 mllion for 2002 from
$1.1 mllion for 2001. The increase is primarily due to higher cash

bal ances attributable to the proceeds received froma new $150 mllion
borrowi ng (see Note F).

O her Income (Expense). O her income (expense) for 2002 decreased to $2.3
mllion from$3.3 mllion for 2001. Other income (expense) in 2001 included
a pre-tax gain on the sale of property of $3.1 million ($2.0 mllion
after-tax) in Europe.

I nterest Expense. Interest expense increased to $9.1 million in 2002 from
$5.5 million in 2001. In March 2002, the Conpany issued $150 mllion of
Seni or Unsecured Notes (the "Notes") with a weighted-average interest rate
of 6.1% (see Note F). Also in March 2002, the Conpany entered into floating
rate interest rate swap agreenments with notional ampunts totaling

$80.0 mllion to effectively swap fixed interest rates for variable rates.
The wei ght ed-average effective interest rate on the Notes after considering
the effect of the interest rate swaps was 4.82% for 2002.

I ncone Taxes. Inconme taxes for 2002 were $21.0 mllion on incone before

i ncone taxes of $87.9 mllion, an effective rate of 23.9% as conpared with
i ncome taxes of $32.4 mllion on i ncone before incone taxes of

$116.0 mllion, or an effective rate of 28.0%for 2001. The decrease was
primarily attributable to the utilization of foreign tax credits.

Cunul ative Effect of a Change in Accounting Principle. Prior to January 1,
2002, the Conpany anortized goodwill on a straight |ine basis over periods
not exceedi ng 40 years. Goodwi || had previously been tested for inpairnent
under the provisions of Financial Accounting Standards Board ("FASB") SFAS
No. 121, "Accounting for the Inpairment of Long-lived Assets and Long-lived
Assets to be Disposed of". The Conpany previously eval uated goodw Il for

i mpai rment by conparing the unanortized bal ance of goodwi ||

to projected undi scounted cash flows, which did not indicate an inpairnment.
Ef fective January 1, 2002, the Conpany adopted SFAS No. 142, which requires
cessation of goodw Il anortization and a fair val ue approach to testing the
i mpai rment of goodwi || and ot her intangibles.

The Conpany has applied the new rules on accounting for goodw Il and ot her
i ntangi bl e assets prescribed under SFAS No. 142, beginning January 1, 2002
(see Note A). As a result of the valuations perforned by an independent
third-party, the Conpany recorded an inpairment to goodw || of

$37.6 mllion, net of tax. Application of the nonanortization provisions of
the Statement will result in an increase in net incone of approximtely
$1.6 million ($0.04 per share) per year

Net Inconme. Net inconme for 2002 was $29.3 nmillion conpared to $83.6 mllion
in 2001. Diluted earnings per share for 2002 was $0.68 per share conpared
to $1.96 per share in 2001. Excluding the rationalization charges and the
accounting change, net inconme for 2002 woul d have been $73.9 mllion and

di |l uted earni ngs per share woul d have been $1.73. Net incone in 2001
included an after-tax gain of $1.2 mllion, w thout which net incone woul d
have been $82.3 million or $1.93 per share (diluted). Foreign currency
exchange rate novenents negatively affected 2002 net incone by $3.0 mllion
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or 10.3% and had no material inpact on 2001 net i ncore.
2001 COVPARED TO 2000

Net Sales. Net sales for 2001 were $978.9 nillion, a $79.7 nillion or 7.5%
decline from $1,058.6 nmillion in 2000. Third-party net sales fromU.S
operations were $639.9 mllion, down 9.2%from $705.1 million in 2000. U.S.
donestic sal es declined 9.8%from 2000. The U S. sales decrease reflects

| ower demand due to continued softening in the industrial segment of the

U S. market. Export sales fromthe U S. of $58.5 mllion were down

$1.7 mllion or 2.9% from 2000. U S. exports to Europe and Latin Anmerica
declined due to declining econom c conditions in those regions. Also, in
Latin Anerica, changes in product sourcing to |ocations outside the U S

af fected export sales. Exports increased into Canada and the Asian and
Russia, Africa and the M ddle East regions. Non-U S. third-party sales
declined 4.1%to $339.0 mllion in 2001, conpared with $353.5 mllion in
2000. The strong U.S. dollar continued to have a negative inpact on
non-U. S. sal es conpared with 2000. This negative inpact on net sal es was
$15.8 mllion or 1.6% In local currencies, European sales increased 0.7%
In the rest of the world, the Conpany's sales were the sane in |loca
currencies. Non-U. S. and export sales were 40.6% of the Conpany's tota

sal es.

G oss Profit. Gross profit of $307.3 million for 2001 declined 13.5% or
$47.8 mllion from 2000. Goss profit as a percentage of net sal es declined
to 31.4% from 33.5% conpared with 2000. Gross profit nargins in the US
decl i ned because of |ower sales volumes and the rel ated unfavorable
producti on variances. Non-U.S. gross margins were up year-over-year due to
| ower distribution costs, product mx and favorabl e production vari ances
resulting from production efficiencies.

Selling, General & Administrative (SGA) Expenses. SGRA expenses decreased
$26.0 mllion or 12.0%to $190.2 mllion for 2001, conpared with

$216.2 mllion for 2000. SGR&A expenses as a percentage of net sales
declined to 19.4% from 20.4% in 2000. The reduction in SG&A expenses was
primarily due to expense reduction efforts and | ower enpl oyee costs
including the costs related to the Company's di scretionary year-end

enpl oyee bonus program Bonus costs were down $22.6 mllion from 2000 due
to lower actual results conpared to profitability objectives.

Interest Incone. Interest income increased to $1.1 million for 2001 from
$0.7 mllion for 2000. The increase was primarily due to higher cash
bal ances compared to the previous year

QG her Income (Expense). CGther income (expense) for 2001 increased to $3.3
mllion conpared with an expense of $10.5 nillion for 2000. O her incone
(expense) in 2001 included a pre-tax gain on the sale of property of $3.1
mllion ($2.0 mllion after-tax) in Europe. Qher incone (expense) in 2000
i ncl uded a net

pre-tax charge of $13.4 nillion ($8.1 nmillion after-tax) principally
related to the costs associated with the | apsed Charter offer, offset by
net proceeds received in settlenent of a dispute with one of the Conpany's
product liability insurance carriers.

I nterest Expense. Interest expense decreased $1.9 mllion, or 25.7%in 2001
from$7.4 mllion in 2000. The decrease in interest expense was
conmensurate with decreased short- and | ong-term borrow ngs.

| ncone Taxes. |ncone taxes for 2001 were $32.4 nillion on incone before
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i ncome taxes of $116.0 million, an effective rate of 28.0% as conpared
with income taxes of $43.6 million on incone before incone taxes of

$121.7 mllion, or an effective rate of 35.8%for 2000. The decrease in the
effective tax rate was primarily attributable to the utilization of certain
international tax credits.

Net I ncone. Net incone for 2001 of $83.6 nillion was $5.5 nillion higher
than 2000. Diluted earnings per share for 2001 increased to $1.96 per share
from $1. 83 per share in 2000. Net inconme in 2001 included an after-tax gain
of $1.2 million, w thout which net incone would have been $82.3 million or
$1. 93 per share (diluted). The net income in 2000 included the charges
menti oned above. Excluding the nonrecurring items in 2000, net income would
have been $86.2 nillion or $2.02 per share (diluted). The effect of foreign
currency exchange rate novenents on net income was not significant.

LI QUI DI TY AND CAPI TAL RESOURCES

The Conpany's debt |evels increased from$50.8 mllion at Decenber 31,

2001, to $187.5 mllion at Decenber 31, 2002. Total percent of debt to
total capitalization increased to 30.5% at Decenber 31, 2002, from 9. 2% at
Decenber 31, 2001. The increase in 2002 is attributable to the $150 mllion
of Seni or Unsecured Notes di scussed bel ow. Managenent anticipates that the
Conpany will be able to satisfy cash requirenents for its ongoing

busi nesses for the foreseeable future primarily with existing cash

bal ances, cash generated by operations and, if necessary, borrow ngs under
its existing credit facilities.

Cash provided fromoperations was $103.6 mllion in 2002, a decrease of
$16.6 mllion from$120.2 mllion in 2001. The decrease was primarily
related to | ower net income.

Capi tal expenditures during 2002 were $27.9 million, a 24.0% decrease from
2001. The Conpany antici pates capital expenditures should approxi mate
depreciation in 2003. If acquisitions and major projects providing near
termfinancial benefits becone avail abl e, additional expenditures may be
made.

During January 2002, the Conpany acquired 85% of Bester S. A, a |leading
manuf act urer of wel ding equi pment |l ocated in Poland, for $7.8 mllion

i ncl udi ng assunmed debt. During 2002, the Conpany al so acquired an
addi ti onal 6% of Bester through additional investnents totaling

$3.5 mllion, of which $1.5 mllion has been paid as of Decenber 31, 2002.

Duri ng Decenber 2001, the Conpany acquired 100% of Messer Sol daduras de
Venezuel a S. A., a |l eadi ng nmanufacturer of consunabl e wel di ng products

| ocated in Venezuela, for $3.4 mllion, including assuned debt.

During the first quarter of 2000, the Conpany acquired a 35%interest in
Kuang Tai, a Tai wan- based manufacturer of welding wire for $16.8 mllion
and 100% of C. I.F.E. S.r.l., an Italian-based nanufacturer of MG wre for

$19.5 mllion, including assuned debt.

During March 2002, the Conpany issued Notes totaling $150 mllion through a
private placement. Maturities and interest rates on the Notes are

$40 million at 5.58%in 2007, $30 million at 5.89%in 2009 and $80 mllion

at 6.36%in 2012. Interest is payable sem -annually in March and Septenber.
The proceeds will be used for general corporate purposes. The Notes contain
certain affirmati ve and negative

covenants, including restrictions on asset dispositions and financia
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covenants (interest coverage and funded Debt-to-EBI TDA ratios). The Notes
will not be and have not been registered under the Securities Act of 1933,
as anended, and may not be offered or sold in the United States absent
regi stration or an applicable exenption fromregistration requirenents.

During March 2002, the Company entered into floating rate interest rate
swap agreenents with notional ambunts totaling $80 mllion, to convert a
portion of the outstanding Notes fromfixed to floating rates based on the
six-nmonth LIBOR, plus a spread of between 15.5 and 37.5 basis points. The
variable rates are reset every six months, at which time paynent or receipt
of interest is settled. These swaps were designated as fair val ue hedges,
and as such, the gain or loss on the derivative instrunent as well as the
of fsetting gain or loss on the hedged itemattributable to the hedged risk
are recogni zed in earnings. Net paynents or receipts under these agreenents
are recogni zed as adjustnments to interest expense. The fair value of these
swaps at Decenber 31, 2002 was $9.9 nillion. The wei ghted average effective
interest rate on the Notes after considering the effect of the interest
rate swaps was 4.82% for 2002. Net interest expense related to the

$150 mllion private placenent is further reduced by the interest incone
earned on the cash bal ances. These short-term highly liquid investnents
earned 2.23% or approximately $2.5 mllion during 2002. Total net interest
expense related to the $150 mllion private placenent after considering the
fixed-to-floating interest rate swaps and the interest incone generated
frominvesting the funds was approximately $2.9 million, or $0.04 per

di l uted share

During April 2002, the Conpany replaced its prior conmtted revol ving
credit facility with a new three-year revolving Credit Agreement that
provides up to $125 mllion in borrow ngs and expires in April 2005. This
Credit Agreenent nmay be used for general corporate purposes. The interest
rate on borrowi ngs under the Credit Agreenent is based on either the LIBOR
pl us a spread based on the Conpany's | everage ratio or the prine rate, at
the Conpany's election. Afacility fee is payabl e based upon the daily
aggregat e amount of commtments. The facility fee is based on the Company's
| everage ratio. The Credit Agreenent provides for the issuance of Letters
of Credit, subject to limts based on ampunts outstandi ng under the Credit
Agreenent and is subject to the sane covenants as the Notes. As of

Decenmber 31, 2002, there are no borrow ngs under the credit agreenent.

During April 2002, the Company amended and restated its existing 8.73%
Seni or Notes due in 2003. The 8.73% Seni or Notes were anended and restated
so that the affirmative and negative covenants are consistent with the
Notes. In addition, the amendnent and restatenment of the 8.73% Seni or Notes
added an unconmitted private shelf facility allowi ng for the issuance of an
aggregate of $100 million of additional senior unsecured notes (the "Shelf
Not es"). There were no borrow ngs under the Shelf Notes as of Decenber 31
2002.

The Conpany's contractual obligations and commercial comitnents ( as
defined by Section 13(j) of the Securities Exchange Act of 1934) as of
Decenber 31, 2002 are as follows (in thousands):

Payments Due by Peri od

2004 to 2006 to
Tot al 2003 2005 2007 2008 and Beyond

Long-t er m debt $181,590 $12,097 $ 4,028 $46,913 % 118, 552
Capital |ease

obl i gations 5,989 1, 336 1,611 1,031 2,011
Short-term debt 945 945 - - - - - -
Qper ating

| eases 20,031 8, 068 8, 404 3,433 126
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Tot al

contract ual

cash

obl i gations $208, 555 $22,446 $14, 043 $51, 377 $ 120, 689

Addi tionally, the Conpany has provided a guarantee on a |l oan for a joint
venture. The Conpany's estimated maxi num exposure under this arrangenent at
Decenber 31, 2002 was approximately $2 mllion

During 2002, the Conpany purchased 501, 330 shares of its comon stock on
the open market at a cost of $11.6 mllion, bringing the total shares
purchased to 7,740,789 at a cost of $157.1 nillion through Decenber 31
2002. The Conpany is authorized to purchase up to an additional 2,259,211
shares under the share repurchase program See Note B to the Consolidated
Fi nanci al St atenents.

A total of $25.4 mllion in dividends was paid during 2002. In January
2003, the Conpany paid the quarterly cash dividend of 16 cents per share to
shar ehol ders of record on Decenber 31, 2002

Ef fective January 1, 2003, the Conpany will adopt the fair value nethod of
recordi ng stock options contained in SFAS No. 123, "Accounting for

St ock- Based Conpensation," which is considered the preferable accounting
nmet hod for stock-based enpl oyee conpensation. Al future enpl oyee stock
option grants begi nning January 1, 2003 will be expensed over the stock
option vesting period based on the fair value at the date the options are
granted. The Conpany expects mninmal financial inpact in 2003 fromthe
adoption of this accounting nethodology. If the number of options granted
in 2003 is conparable to 2002, the expected inpact woul d be approxi mtely
$0. 01 per share for 2003. The Conpany estimates the inpact per share would
i ncrease annual |y over the next several years and | evel off at

approxi mately $0.06 per share by 2006. This estimte assunes that the
nunber and the fair value of options granted is simlar for all years. The
actual inpact per share would be different in the event the nunber of
options granted or the fair value of options increases or decreases from
the current estimate. Historically, the Conpany has applied the intrinsic
val ue nethod permtted under SFAS No. 123, as defined in Accounting
Principles Board ("APB") Opinion No. 25, "Accounting for Stock Issued to
Enpl oyees" and related interpretations, in accounting for the Conmpany's
stock option plans. Accordingly, no conpensation cost has been recognized
in the current or past years.

The Conpany accounts for its defined benefit plans in accordance with SFAS
No. 87 "Enpl oyers' Accounting for Pensions". SFAS No. 87 requires a
l[iability ("mnimmpension liability") be recorded when the accunul at ed
benefit obligation exceeds the fair value of plan assets. The Conpany has
recently experienced a material decline in the fair nmarket val ue of assets
in the U S. conpany's non-contributory defined benefit pension plan trust.
This decline is due, in large part, to the generally weak econony and
general declines in the market value of investnents. At Decenber 31, 2002,
the Conpany recorded an after-tax charge to sharehol ders' equity of
approximately $80 million. In addition, the Conpany's annual pension
expense for 2003 is expected to increase significantly. Based on

December 31, 2002 pension investment val ues and expected actuari al
assunptions used at Decenber 31, 2002, the Company estinmates pension
expense will increase by $15 nmillion in 2003.
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OFF- BALANCE SHEET FI NANCI AL | NSTRUMENTS

The Conpany utilizes letters of credit to back certain payment and
performance obligations. Letters of credit are subject to linmts based on
amount s out st andi ng under the Conpany's Credit Agreement (see Note F).
Qutstanding letters of credit at Decenber 31, 2002 were inmaterial. The
Conpany has al so provided a guarantee on a loan for a joint venture. The
Conpany believes the likelihood is renote that material paynent will be
requi red under this arrangenent. The Conpany's estimated naxi mum exposure
under this arrangenent at Decenber 31, 2002 was approximately $2 nmillion

NEW ACCOUNTI NG PRONCUNCEMENTS

Ef fective January 1, 2002, the Conpany adopted SFAS No. 144, "Accounting
for the Inpairment or Disposal of Long-Lived Assets". SFAS No. 144
supercedes SFAS No. 121, "Accounting for the Inpairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed O" and APB Opi nion No. 30,
"Reporting

the Results of Operations -- Reporting the Effects of Disposal of a Segnent
of a Business, and Extraordi nary, Unusual and Infrequently Gccurring
Events”. SFAS No. 144 retains the requirenents of SFAS No. 121 whereby an

i mpai rment |l oss is recognized if the carrying value of the asset is not
recoverable fromits undi scounted cash flows or fair values are |l ess than
carrying val ues. SFAS No. 144 broadens the scope of APB Opinion No. 30
provisions for the presentation of discontinued operations to include a
conponent of an entity. The Statenent requires a conponent of an entity
sol d or considered held for sale be presented as a di scontinued operation
In addition, expected future operating |osses fromdi scontinued operations
must be reflected in the periods incurred, rather than at the neasurenent
date as previously required by APB Opinion No. 30. The adoption of this
Statement did not have a material inpact on the financial statenments of the
Company.

In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB Statements
No. 4, 44 and 64, Amendnent of FASB Statenent No. 13, and Technica
Corrections". SFAS No. 145 is effective for fiscal years beginning after
May 15, 2002. SFAS No. 145 requires that debt extingui shment nust neet the
criteria under APB Opinion No. 30 to be classified as an extraordinary
item This statement al so anends SFAS No. 13 to require sal e-1 easeback
accounting for certain | ease nodifications that have econonic effects
simlar to sal e-l1easeback transactions. The Company has not yet deterni ned
the inpact, if any, this Statement will have on the financial statenents of
t he Company.

In June 2002, the FASB issued SFAS No. 146, "Accounting for Exit or

Di sposal Activities". SFAS No. 146 is effective for disposal activities
initiated after December 31, 2002. SFAS No. 146 requires liabilities for
one-time termnation benefits incurred over future service periods be
nmeasured at fair value as of the termination date and recogni zed over the
future service period. This Statement also requires liabilities associated
wi th di sposal activities be recorded when incurred i nstead of when probable
as currently required by SFAS No. 5 "Accounting for Contingencies". These
l[iabilities should be adjusted for subsequent changes resulting from
revisions to either the timng or anount of estinmated cash fl ows,

di scounted at the original credit-adjusted risk-free rate. Interest on the
liability woul d be accreted and charged to expense as an operating item
The Conpany has not yet determined the inpact, if any, this Statement wll
have on the financial statenments of the Conpany.
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In Novenber 2002, the FASB issued Interpretation No. 45, "Guarantor's
Accounting and Di sclosure Requirenents for Guarantees, Including Indirect
CGuar antees of |ndebtedness of Qthers". Interpretation No. 45 requires
certain disclosures to be nmade by a guarantor in its financial statenents
about its obligations under certain guarantees, including product
warranties. The disclosure provisions of this Statement are effective for
the Conpany as of the fourth quarter of 2002. The Conpany has nmde the
required disclosures in the financial statements. This Statenent also
requires a guarantor to recognize, at inception, for all guarantees issued
or nodified after Decenber 31, 2002, a liability for the fair value of the
obligations it has undertaken in issuing a guarantee. The adoption of the
fair value provisions of this Statement are not expected to have a materia
i npact on the financial statenments of the Conpany.

In Decenber 2002, the FASB issued SFAS No. 148, "Accounting for Stock-Based
Conpensation -- Transition and Disclosure". SFAS No. 148 does not alter the
provi sions of SFAS No. 123, nor does it require stock-based conpensation to
be measured under the fair-value nmethod. Rather, SFAS No. 148 does provide
three alternative transition nethods to conpanies that elect to expense

st ock- based conpensation using the fair-value approach under SFAS No. 123.
As nentioned previously, the Conpany will adopt the fair-value nethod of
recordi ng stock options contained in SFAS No. 123 effective January 1,

2003, thus the provisions of this Statement will also be adopted by the
Conpany at that date. The Conpany will elect to expense stock options using
the prospective nethod prescribed in SFAS No. 148. The prospective nethod
requi res expense to be recogni zed for new grants or nodifications issued
begi nning in the year of adoption. No expense is recognized in any year for
options issued prior to adoption. The Conmpany expects the inpact fromthe
adoption of this Statenent to be approxi mately $0.01 per share for 2003.
The Conpany

estimates the inpact per share woul d increase annually over the next
several years and level off at approximately $0.06 per share by 2006.

In Decenber 2002, the Emerging |ssues Task Force ("EITF") issued EI TF | ssue
00-21, "Accounting for Revenue Arrangenents with Multiple Deliverabl es".

El TF 00- 21 provi des gui dance on determ ni ng whet her a revenue arrangenent
contains nmultiple deliverable itens and if so, requires revenue be

al | ocated anongst the different itens based on fair value. El TF 00-21 al so
requires revenue on any itemin a revenue arrangenent with nmultiple
deliverabl es not delivered conpletely nust be deferred until delivery of
the itemis conpleted. The effective date of this Issue for the Conpany
will be July 1, 2003. The Company has not yet determined the inpact, if

any, this Statenent will have on the financial statements of the Conpany.

In January 2003, the FASB issued Interpretation No. 46, "Consolidation of
Variable Interest Entities". Interpretation No. 46 provides gui dance for
identifying a controlling interest in a Variable Interest Entity (VIE)
est abl i shed by neans other than voting interests. Interpretation No. 46
al so requires consolidation of a VIE by an enterprise that holds such a

controlling interest. The effective date for this Interpretation will be
July 1, 2003. The Conpany has not yet determ ned the inpact, if any, this
Interpretation will have on the financial statements of the Conpany.

CRI TI CAL ACCOUNTI NG PCLI CI ES

The Conpany's consolidated financial statenents are based on the sel ection
and application of significant accounting policies, which require
managenent to nmake estinmates and assunptions. The Conpany believes the
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following are sone of the nore critical judgment areas in the application
of its accounting policies that affect its financial condition and results
of operations.

Legal And Tax Contingencies

The Conpany, |ike other manufacturers, is subject fromtime to time to a
variety of civil and adm nistrative proceedings arising in the ordinary
course of business. Such clains and litigation include, without limtation
product liability clainms and health, safety and environnmental clainms, sone
of which relate to cases all eging asbestos and nanganese i nduced ill nesses.
The costs associated with these clains are predom nantly defense costs,

whi ch are recognized in the periods incurred. |nsurance reinbursenents
mtigate these costs and, where reinbursenents are probable, they are
recogni zed in the applicable period. Wth respect to costs other than
defense costs (i.e. for liability and/or settlement or other resolution),
reserves are recorded when it is probable that the contingencies will have
an unfavorabl e outcone. The Conpany accrues its best estimate of the
probabl e cost, after a review of the facts with managenent and counsel and
taking into account past experience. |If an unfavorable outcone is

determ ned to be reasonably possible but not probable, or if the ambunt of
| oss cannot be reasonably estimated, disclosure is provided in Iieu of
reserves. Many of the current cases are in prelimnary procedural stages
and insufficient information exists upon which judgnents can be nade as to
the validity or ultimate disposition of such actions. Therefore, a range of
possi bl e | osses cannot be nade at this tinme. Reserves are adjusted as facts
and circunstances change, and rel ated nanagenent assessnments of the
underlying merits and the |ikelihood of outcomes change. Mreover, reserves
only cover identified and/or asserted clains. Future clains could,
therefore, give rise to increases to such reserves. See Note Mto the
Consol i dated Fi nancial Statenents and the Legal Proceedings section of the
Annual Report on Form 10-K for further discussion of |egal contingencies.

The Conpany often faces chall enges from domestic and foreign tax
authorities regarding the ambunt of taxes due. These chal |l enges incl ude
guestions regarding the timng and anount of deductions and the allocation
of incone anong various tax jurisdictions. In evaluating the exposure
associated with various filing positions, the Conmpany records reserves for
probabl e exposures. Based on eval uation of those tax positions, the Conpany
believes it has appropriately accrued for probable exposures. To the extent
t he Conpany

were to prevail in matters for which accrual s have been established or be
required to pay amounts in excess of recorded reserves, the effective tax
rate in a given financial statenent period nmay be materially inpacted.

Deferred | nconme Taxes

Deferred incone taxes are recogni zed at currently enacted tax rates for
temporary differences between the financial reporting and incone tax bases
of assets and liabilities and operating |loss and tax credit carryforwards.
The Conpany does not provide deferred i ncome taxes on unrem tted earnings
of non-U.S. subsidiaries, as such funds are deened pernmanently reinvested.
As of December 31, 2002, the Conpany has approximately $93 mllion of
deferred tax assets related to deductible tenporary differences and tax

| oss and credit carryforwards which will reduce taxable incone in future
years.

In assessing the realizability of deferred tax assets, the Conpany assesses
whether it is nmore likely than not that a portion or all of the deferred
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tax assets will not be realized. The Conpany considers the schedul ed
reversal of deferred tax liabilities, projected future taxable incone, and
tax planning strategies in nmaking this assessnent. At December 31, 2002, a

val uation all owance of $15 mllion has been recorded agai nst these deferred
tax assets based on this assessnment. The Conpany believes it is nore likely
than not that the tax benefit of the net deferred tax assets will be

realized. The anount of net deferred tax asset considered realizable could
be increased or reduced in the future if the Conpany's assessnent of future
taxabl e i ncone or tax planning strategi es changes.

Pensi ons

The Conpany accounts for its defined benefit plans in accordance with SFAS
No. 87, "Enployers' Accounting for Pensions" which requires anounts

recogni zed in financial statenments be determined on an actuarial basis. A
substantial portion of the Conpany's pension amounts relate to its defined
benefit plan in the United States.

A significant element in determning the Conmpany's pension expense in
accordance with SFAS No. 87 is the expected return on plan assets. The
expected return on plan assets is determni ned based on the expected
long-termrate of return on the plan assets and the narket-rel ated val ue of
pl an assets. The market-rel ated val ue of plan assets can be detern ned by
either fair value or a calcul ated val ue recogni zing changes in fair val ue
in a systematic and rational manner over not nmore than five years. The
Conpany used fair values at Decenber 31 for the market-rel ated val ue of
pl an assets. The Conpany has assuned the expected long-termrate of return
on plan assets will be 9.1% The assunmed long-termrate of return on assets
is applied to the narket value of plan assets. This produces the expected
return on plan assets included in pension expense. The difference between
this expected return and the actual return on plan assets is deferred. The
anortization of the net deferral of past losses will increase future
pensi on expense. The plan assets have earned a rate of return substantially
less than 9.1%in the last two years. The Conpany anticipates |owering the
expected rate of return on plan assets to approxinately 8.8% for 2003. As a
result, future pension expense wll increase.

At the end of each year, the Conpany determ nes the discount rate to be
used for plan liabilities. In estimating this rate, the Conpany | ooks to
rates of return on high quality, fixed-income investnents that receive one
of the two highest ratings given by a recogni zed ratings agency. At
Decenmber 31, 2002, the Conpany determined this rate to be 6.7% Decreases
in discount rates and | ower expected returns on plan assets over the past

two years will materially affect pension expense in 2003. The Conpany
esti mat es pension expense will increase by $15 mllion in 2003.
16

I nventori es

Inventories are valued at the | ower of cost or market. For donestic

i nventories, cost is determned principally by the last-in, first-out
(LIFO nethod, and for non-U. S. inventories, cost is determ ned by the
first-in, first-out (FIFO nethod. The valuation of LIFOinventories is
nmade at the end of each year based on inventory levels and costs at that
tinme. The excess of current cost over LIFO cost ampunted to $39.9 mllion
at Decenber 31, 2002. The Conpany reviews the net realizable val ue of
inventory in detail on an on-going basis, with consideration given to
deterioration, obsolescence and other factors. If actual market conditions
differ fromthose projected by managenment, and the Conpany's estinmates
prove to be inaccurate, wite-downs or adjustnents to cost of sales may be
required.
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Account s Recei vabl e and Al | owances

The Conpany mai ntains an all owance for doubtful accounts for estimated

| osses fromthe failure of its custoners to nake required paynents for
products delivered. The Conpany estinmates this allowance based on know edge
of the financial condition of custoners, review of historical receivables
and reserve trends and other pertinent information. If the financia

condi tion of customers deteriorates or an unfavorable trend in receivable
collections is experienced in the future, additional allowances may be
required.

CERTAI N FACTORS THAT MAY AFFECT FUTURE RESULTS

Fromtine to tine, information provided by the Conpany, statenments by its
enpl oyees or information included in its filings with the Securities and
Exchange Conmmi ssion (including those portions of this Managenent's

Di scussion and Analysis that refer to the future) may contain

forward-| ooking statenents that are not historical facts. Those statements
are "forward-1ooking" within the neaning of the Private Securities
Litigation Reform Act of 1995. Al such forward-|ooking statenments involve
ri sks and uncertainties. Such forward-|ooking statements, and the Conpany's
future performance, operating results, financial position and liquidity,
are subject to a variety of factors that could materially affect future
resul ts, including:

Conpetition. The Conpany operates in a highly conmpetitive gl oba
environnent and is subject to a variety of conpetitive factors such as
pricing, the actions and strength of its conpetitors, and the Conmpany's
ability to maintain its position as a recogni zed | eader in wel ding
technol ogy. The intensity of foreign conpetition is substantially
affected by fluctuations in the value of the United States dollar

agai nst other currencies. The Conmpany's conpetitive position could also
be adversely affected should new or energing entrants becone nore
active in the arc wel di ng busi ness.

Economi ¢ and Market Conditions. The Conpany is subject to genera
econom ¢, business and industry conditions which can adversely affect
the Conpany's results of operations. The Conpany's revenues and profits
depend significantly on the overall demand for arc welding and cutting
products. Capital spending in the manufacturing and other industria
sectors can adversely affect the Conpany's results of operations. If
current econom ¢ and market conditions do not inprove, the Conpany's
results of operations could continue to be adversely affected.

I nternational Markets. The Conpany's long-termstrategy is to increase
its share in growing international markets, particularly Asia, Latin
America, Central Europe and other devel opi ng narkets. However, there
can be no certainty that the Conpany will be successful inits
expansi on efforts. The Conpany is subject to the currency risks of
doi ng busi ness abroad, and the possible effects of internationa
terrorismand hostilities. Myreover, international expansion poses
chal | engi ng demands wi thin the Conpany's infrastructure.
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Cyclicality and Maturity of the Wl ding and Cutting Industry. The
United States arc welding and cutting industry is both mature and
cyclical. The growth of the donestic arc welding and cutting industry
has been and continues to be constrained by nunerous factors, including
i ncreased cost of steel due to regulatory tariffs and the substitution
of plastics and other materials in place of fabricated netal parts in
many products and structures. |ncreased of fshore production of
fabricated steel structures has al so decreased the donestic demand for
arc welding and cutting products in the Conpany's |argest market.

Litigation. The Conpany, |ike other manufacturers, is subject in the
U S narket to a variety of product liability lawsuits and potentia
awsuits that arise in the ordinary course of business. Wile past
experi ence has generally shown these cases to be immterial, product
l[iability cases in the U S. continue to increase generally, wth
unpredi ctabl e results.

Operating Factors. The Conpany is highly dependent on its skilled
wor kf orce and efficient production facilities, which could be adversely
affected by its labor relations, business interruptions and short-term
or long-terminterruptions in the availability of supplies or raw
materials or in transportati on of finished goods.

Research and Devel opnent. The Conpany's continued success depends, in
part, on its ability to continue to neet custoner welding needs through
the introduction of new products and t he enhancenent of existing
product design and performance characteristics. There can be no
assurances that new products or product inprovements, once devel oped,
will nmeet with custonmer acceptance and contribute positively to the
operating results of the Conpany, or that product devel opment will
continue at a pace to sustain future grow h.

The above list of factors that could materially affect the Conpany's future
results is not all inclusive. Any forward-|ooking statenents reflect only
the beliefs of the Conpany or its managenent at the time the statenent is
made.

Item 7a. Qualitative and Quantitative Di scl osure About Market Ri sk

The Conpany's primary financial nmarket risks include fluctuations in
currency exchange rates, comodity prices and interest rates. The Conpany
nmanages these risks by using derivative financial instruments in accordance
with established policies and procedures. The Conpany does not enter into
derivatives or other financial instruments for trading or specul ative

pur poses.

The Conpany enters into forward forei gn exchange contracts principally to
hedge the currency fluctuations in transactions denom nated in foreign
currencies, thereby limting the Conpany's risk that would otherw se result
from changes in exchange rates. During 2002, the principal transactions
hedged were interconpany | oans and interconpany purchases. The periods of
the forward foreign exchange contracts correspond to the periods of the
hedged transacti ons. Gains and | osses on forward forei gn exchange contracts
and the offsetting | osses and gains on hedged transactions are reflected in
the inconme statenment. At Decenber 31, 2002, the Company had approxi mately
$26 mllion notional ampbunt of foreign exchange contracts which prinarily
hedged recorded bal ance sheet exposures or interconpany purchases. The
potential |oss froma hypothetical 10% adverse change in foreign currency
rates on the Conpany's open forei gn exchange contracts at Decenber 31, 2002
would not materially affect the Conpany's financial statenents.

Fromtinme to tine, the Conpany uses various hedgi ng arrangenents to manage
the Conpany's exposure to price risk fromcomodity purchases. The primary
comuodi ti es hedged are al umi num and copper. These hedgi ng arrangenents have
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the effect of locking in for specified periods (at predetermined prices or
ranges of prices) the prices the Conpany will pay for the volune to which
the hedge rel ates. The potential |oss
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froma hypot hetical 10% adverse change in comodity prices on the Conpany's
open conmodity futures at Decenber 31, 2002, would not materially affect
the Conpany's financial statenents.

The fair value of the Conpany's cash and cash equival ents at Decenber 31,
2002, approxi mated carrying value due to its short-termduration. Market
risk was estinated as the potential decrease in fair value resulting froma
hypot hetical 10%increase in interest rates for the issues contained in the
i nvestment portfolio and was not materially different fromthe year-end
carrying val ue

The Conpany uses floating rate swaps to convert a portion of its

$150 mllion fixed-rate, long-termborrowi ngs into short-termvariable
interest rates. The weighted average interest rate on the Notes is 6.1% and
the average maturity is eight years. At Decermber 31, 2002, the Conpany's
interest rate swaps had a notional anobunt of $80 mllion with a fair val ue
of $9.9 mllion. The Conpany uses the short-cut method to account for these
swaps as prescribed in SFAS No. 133, "Accounting for Derivative and Hedgi ng
Activities". The weighted average effective interest rate on the Notes
after considering the effect of the interest rate swaps was 4.82% for 2002.
A hypot hetical decrease of 1% in the floating rate would not materially

af fect the Conpany's financial statenents.

At Decenber 31, 2002, the fair value of Notes payable to banks approxi mated
carrying value due to its short-termmaturities. Market risk was estimated
as the potential increase in fair value resulting froma hypothetical 10%
decrease in the Conpany's wei ght ed-average short-term borrowi ng rate at
Decenmber 31, 2002, and was not materially different fromthe year-end
carrying val ue

Item 8. Financial Statenments and Suppl enentary Data

The response to this itemis submtted in a separate section of this report
following the signature page and certifications.

Item 9. Changes in and Di sagreenents with Accountants on Accounting and
Fi nanci al Di scl osure

None.
PART 111

A definitive proxy statenent will be filed pursuant to Regul ation 14A of
the Securities Exchange Act prior to April 30, 2003. Therefore, information
requi red under this part, unless set forth below, is incorporated herein by
reference fromsuch definitive proxy statenent.

Item 14. Controls and Procedures

Wthin the 90 days prior to the date of this Form 10-K, the Conpany carried
out an eval uation, under the supervision and with the participation of the
Conpany' s managenent, including the Conpany's Chief Executive Oficer and
Chief Financial Oficer, of the effectiveness of the design and operation
of the Conpany's disclosure controls and procedures. Based on that

eval uation, the Conpany's nmanagenent, including the Chief Executive Oficer
and Chief Financial Oficer, concluded that the Conmpany's disclosure

This document is compiled by Thomson Financial 23



LINCOLN ELECTRIC HOLDINGS INC - 10-K Filing Date: 12/31/02

controls and procedures are operating effectively as designed. There have
been no significant changes in the Conpany's internal controls or in other
factors that could significantly affect internal controls subsequent to the
date the Conpany carried out its eval uation.
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PART |V

Item 15. Exhibits, Financial Statenent Schedul es and Reports on Form 8-K

(a)(1) Financial Statenents

The foll owi ng consolidated financial statements of the Conpany are
included in a separate section of this report follow ng the
signature page and certifications:

Report of Independent Auditors

Consol i dat ed Bal ance Sheets -- Decenber 31, 2002 and 2001
Consol i dated Statements of |Incone -- Years ended Decenber 31, 2002
2001 and 2000

Consol i dated Statements of Sharehol ders' Equity -- Years ended
Decenber 31, 2002, 2001 and 2000

Consol i dated Statenents of Cash Flows -- Years ended Decenber 31
2002, 2001 and 2000

Notes to Consolidated Financial Statenents -- Decenmber 31, 2002

(a)(2) Financial Statenment Schedul es

The foll owi ng consolidated financial statenent schedul e of the
Conpany is included in a separate section of this report follow ng
the signature page and certifications:

Schedule Il -- Valuation and Qualifying Accounts

Al'l other schedul es for which provision is made in the applicable
accounting regul ation of the Securities and Exchange Conm ssion
are not required under the related instructions or are

i napplicable, and therefore, have been omtted.

(a)(3) Exhibits

Exhi bit No. Descri ption

3(a) Restated Articles of Incorporation of Lincoln Electric
Hol di ngs, Inc. (filed as Annex B to Form S-4 of Lincoln
El ectric Hol dings, Inc., Registration No. 333-50435, filed
on April 17, 1998, and incorporated herein by reference and
made a part hereof).

3(b) Amended Code of Regul ations of Lincoln Electric Holdings,
Inc. (filed as Exhibit 3(b) to Form 10-Q of Lincoln Electric
Hol di ngs, Inc. for the three nonths ended March 31, 2000,
SEC File No. 0-1402 and incorporated herein by reference and
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made a part hereof).

10(a) Credit Agreement dated April 24, 2002 anong Lincoln Electric
Hol di ngs, Inc., The Lincoln Electric Conpany, Lincoln
El ectric International Holding Conpany, Harris Calorific,
Inc. and Lincoln dobal, Inc. and the financial institutions
listed in Annex A thereof, and KeyBank National Association
as Letter of Credit Issuer and Agent. (filed as
Exhi bit 10(r) to Form 10-Q of Lincoln Electric Hol di ngs,
Inc. for the three nonths ended March 31, 2002, SEC File
No. 0-1402 and incorporated herein by reference and nade a
part hereof).

Exhi bit No. Descri ption

10(b) Not e Purchase Agreenent dated March 12, 2002 between Lincoln
El ectric Hol dings, Inc. and The Lincoln Electric Conmpany and
the Purchasers listed in Schedule A thereof. (filed as
Exhi bit 10(q) to Form 10-Q of Lincoln Electric Hol di ngs,
Inc. for the three nonths ended March 31, 2002, SEC File
No. 0-1402 and incorporated herein by reference and nade a
part hereof).

10(c) Amended and Restated Note Purchase and Private Shelf
Agreenent between Lincoln Electric Holdings, Inc., The
Li ncol n El ectric Company and The Prudential |nsurance
Conpany of Anerica dated as of April 30, 2002. (filed as
Exhi bit 10(v) to Form 10-Q of Lincoln Electric Hol di ngs,
Inc. for the three nonths ended June 30 2002, SEC File
No. 0-1402 and incorporated herein by reference and nade a
part hereof).

10(d) Li ncoln Electric Hol dings, Inc. 1998 Stock Option Plan
(filed as Annex F to the Registration Statenent on Form S-4
of Lincoln Electric Holdings, Inc., Registration
No. 333-50435, filed on April 17, 1998, incorporated herein
by reference and made a part hereof).

10(e) The Lincoln Electric Conpany 1988 Incentive Equity Pl an
(filed as Exhibit 28 to the Form S-8 Regi strati on Statenent
of The Lincoln Electric Conmpany, SEC File No. 33-25209 and
i ncorporated herein by reference and nmade a part hereof) as
adopt ed and anmended by Lincoln Electric Holdings, Inc.
pursuant to an Instrunent of Adoption and Amendnent dated
Decenmber 29, 1998 (filed as Exhibit 10(d) to Form 10-K of
Li ncol n Electric Holdings, Inc. for the year ended
December 31, 1998, SEC File No. 0-1402 and incorporated
herein by reference and made a part hereof).

10(f) Form of I ndemification Agreement (filed as Exhibit A to The
Li ncoln Electric Conpany 1987 Proxy Statenent, SEC File
No. 0-1402, and incorporated herein by reference and nade a
part hereof).

10(9) Amended and Restated Lincoln Electric Hol dings, Inc.
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Suppl emrent al Executive Retirement Plan, as anmended (filed as
Exhi bit 10(u) to Form 10-Q of Lincoln Electric Holdings,

Inc. for the three nonths ended March 31, 2002, SEC File

No. 0-1402 and incorporated herein by reference and nade a
part hereof).

10( h) Amended and Restated Lincoln Electric Hol dings, Inc.
Def erred Conpensation Plan dated January 1, 2002 (filed as
Exhi bit 10(s) to Form 10-Q of Lincoln El ectric Hol di ngs,
Inc. for the three nonths ended March 31, 2002, SEC File
No. 0-1402 and incorporated herein by reference and nade a
part hereof).

10(i) Description of Managenent Incentive Plan (filed as Exhibit
10(e) to Form 10-K of The Lincoln Electric Conpany for the
year ended Decenber 31, 1995, SEC File No. 0-1402 and
i ncorporated herein by reference and made a part hereof).

10(j) Description of Long Term Perfornmance Plan (filed as Exhibit
10(f) to Form 10-K of The Lincoln Electric Conpany for the
year ended Decenber 31, 1997, SEC File No. 0-1402 and
i ncorporated herein by reference and nmade a part hereof).

Exhi bit No. Descri ption

10( k) Descri ption of Non-Enployee Directors' Restricted Stock Pl an
(filed as Exhibit 10(f) to Form 10-K of The Lincoln Electric
Conpany for the year ended Decenber 31, 1995, SEC File
No. 0-1402 and incorporated herein by reference and nade a
part hereof) as adopted by Lincoln Electric Holdings, Inc.
pursuant to an Instrunent of Adoption dated Decenber 29,
1998 (filed as Exhibit 10(j) to Form 10-K of Lincoln
El ectric Hol dings, Inc. for the year ended Decenber 31
1998, SEC File No. 0-1402 and incorporated herein by
reference and nmade a part hereof).

10(1) The Lincoln Electric Conpany Non-Enpl oyee Directors
Def erred Compensation Plan (filed as Exhibit 10(g) to
Form 10-K of The Lincoln Electric Conpany for the year ended
Decenmber 31, 1995, SEC File No. 0-1402 and incorporated
herein by reference and made a part hereof) as amended by
Amendnent No. 1 dated as of Decenber 29, 1998 (filed as
Exhi bit 10(k) to Form 10-K of Lincoln Electric Hol di ngs,
Inc. for the year ended Decenber 31, 1998, SEC File No.
0-1402 and incorporated herein by reference and nade a part
her eof ).

10(m Letter of Enploynment between Anthony A. Massaro and Lincoln
El ectric Holdings, Inc. dated March 7, 2000 (filed as
Exhi bit 10(k) to Form 10-K of Lincoln Electric Hol dings,
Inc. for the year ended Decenber 31, 1999, SEC File
No. 0-1402 and incorporated herein by reference and nade a
part hereof).

10(n) Sunmary of Enpl oynent Agreenents (filed as Exhibit 10(l) to
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10( o)

10( p)

10(q)

10(r)
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Exhi bit No.

99( 1)

Form 10-K of Lincoln Electric Holdings, Inc. for the year
ended Decenber 31, 1999, SEC File No. 0-1402 and
i ncorporated herein by reference and nade a part hereof).

The Lincoln Electric Conpany Executive Benefit Plan (filed
as Exhibit 10(1) to Form 10-K of The Lincoln Electric
Conpany for the year ended December 31, 1997, SEC File

No. 0-1402 and incorporated herein by reference and nade a
part hereof), as anend by Amendnent No. 1 dated January 1,
2002 (filed as Exhibit 10(t) to Form 10-Q of Lincoln

El ectric Hol dings, Inc. for the three nonths ended March 31
2002, SEC File No. 0-1402 and incorporated herein by

ref erence and nmade a part hereof).

Form of Severance Agreenment (as entered into by the Conpany
and the follow ng executive officers: Mssrs. Mssaro,
Stropki, Elliott, Stueber and Vogt) (filed as Exhibit 10 to
Form 10-Q of Lincoln Electric Holdings, Inc. for the nine
nont hs ended Septenber 30, 1998, SEC File No. 0-1402 and

i ncorporated herein by reference and made a part hereof).

Form of Amendnent 1 to Severance Agreenent (as entered into
by the Conmpany and the foll ow ng executive officers:

Messrs. Stropki and Stueber) (filed as Exhibit 10(0) to
Form 10-K of Lincoln Electric Holdings, Inc. for the year
ended Decenber 31, 1999, SEC File No. 0-1402 and

i ncorporated herein by reference and nade a part hereof).

Stock Option Plan for Non-enployee Directors (filed as
Exhi bit 10(p) to Form 10-Q of Lincoln Electric Hol di ngs,
Inc. for the three nonths ended March 31, 2000, SEC File
No. 0-1402 and incorporated herein by reference and nade a
part hereof).

Subsi di ari es of the Registrant.

Descri ption

Consent of | ndependent Auditors.
Powers of Attorney.
Certification pursuant to 18 U.S.C. Section 1350, as

adopted pursuant to Section 906 of the Sarbanes- Oxl ey
Act of 2002.

(b) The Conpany did not file any reports on Form 8-K during the fourth

quart er

of 2002.

(c) The exhibits which are listed under Item15 (a) (3) are filed in a
separate section of the report follow ng the signature pages or
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i ncorporated by reference herein.

(d) The financial statenent schedule which is listed under item 15 (a)
(2) is filed in a separate section of the report follow ng the
signature page and certifications.

SI GNATURES

Pursuant to the requirenents of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

LI NCOLN ELECTRI C HOLDI NGS, | NC
(Regi strant)

By: /s/ H JAY ELLIOIT
H Jay Elliott, Senior Vice
Presi dent,
Chi ef Financial Oficer and Treasurer
(principal financial and accounting
of ficer)
February 14, 2003

Pursuant to the requirenents of the Securities Exchange Act of 1934, this
report has been signed bel ow by the foll owi ng persons on behal f of the
registrant and in the capacities and on the dates indicated.

/s/ ANTHONY A. MASSARO /sl H JAY ELLIOTT

Ant hony A. Massaro, Chairman of H Jay Elliott, Senior Vice

t he Pr esi dent,

Board, President and Chi ef Chi ef Financial Oficer and Treasurer
Executive (principal financial and accounting
O ficer (principal executive of ficer)

of ficer) February 14, 2003

February 14, 2003
/'s/ JOAN M STROPK

John M Stropki, Director of the
Conpany, Executive Vice

Presi dent,

President North America

February 14, 2003

/sl H JAY ELLIOTT /sl H JAY ELLIOIT
H Jay Elliott as H Jay Elliott as
Attorney-in-fact for Attorney-in-fact for
HAROLD ADAMS DAVID C. LINCOLN
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Har ol d Adams, Director
February 14, 2003

/sl H JAY ELLIOTT

H Jay Elliott as
Attorney-in-fact for
HARRY CARLSON

Harry Carlson, Director
February 14, 2003

/sl H JAY ELLIOTT

H Jay Elliott as
Attorney-in-fact for
RANKO CcucCuUZz

Ranko Cucuz, Director
February 14, 2003

/sl H JAY ELLIOTT

H Jay Elliott as
Attorney-in-fact for
DAVI D H. GUNNI NG

David H Gunning, Director
February 14, 2003

/sl H JAY ELLIOTT

H Jay Elliott as
Attorney-in-fact for

EDWARD E. HOOD, JR

Edward E. Hood, Jr., Director
February 14, 2003

/sl H JAY ELLIOTIT

H Jay Elliott as
Attorney-in-fact for
PAUL E. LEGO

Paul E. Lego, Director
February 14, 2003

David C. Lincoln, D rector
February 14, 2003

/sl H JAY ELLIOTT

H Jay Elliott as
Attorney-in-fact for

G RUSSELL LI NCOLN

G Russell Lincoln, Director
February 14, 2003

/sl H JAY ELLIOTT

H Jay Elliott as
Attorney-in-fact for
KATHRYN JO LI NCOLN

Kat hryn Jo Lincoln, Director
February 14, 2003

/sl H JAY ELLIOTT

H Jay Elliott as
Attorney-in-fact for

HENRY L. MEYER ||

Henry L. Meyer I11, Director
February 14, 2003

/sl H JAY ELLIOTT

H Jay Elliott as
Attorney-in-fact for

HELLENE S. RUNTAGH

Hel | ene S. Runtagh, Director
February 14, 2003

/sl H JAY ELLIOTIT

H Jay Elliott as
Attorney-in-fact for

FRANK L. STEI NGASS

Frank L. Steingass, Director
February 14, 2003

Certification Pursuant to Section 302 of the Sarbanes-Oxl ey Act of 2002

I, Anthony A Massaro , Chairnan

Presi dent and Chi ef Executive Oficer of

Li ncoln Electric Holdings, Inc., certify that:

1. | have reviewed this annual report on Form 10-K of Lincoln Electric

Hol di ngs, Inc.;

2. Based on ny know edge, this annua
statenment of a material fact or

report does not contain any untrue

onmt to state a material fact

necessary to nake the statements made, in light of the circunstances
under which such statenents were nade, not msleading with respect to

the period covered by this annua

report;
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3. Based on ny know edge, the financial statenents, and other financia
information included in this annual report, fairly present in al
material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in
this annual report;

4. The registrant's other certifying officer and | are responsible for
est abl i shing and nai ntaining disclosure controls and procedures (as
defined i n Exchange Act Rul es 13a-14 and 15d-14) for the registrant
and we have:

a) designed such disclosure controls and procedures to ensure that
material information relating to the registrant, including its
consol i dated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annua
report is being prepared,

b) evaluated the effectiveness of the registrant's disclosure controls
and procedures as of a date within 90 days prior to the filing date
of this annual report (the "Evaluation Date"); and

c) presented in this annual report our conclusions about the
ef fecti veness of the disclosure controls and procedures based on
our evaluation as of the Evaluation Date;

5. The registrant's other certifying officer and | have discl osed, based
on our nost recent evaluation, to the registrant's auditors and the
audit committee of registrant's board of directors (or persons
perform ng the equival ent function):

a) all significant deficiencies in the design or operation of interna
controls which could adversely affect the registrant's ability to
record, process, summarize and report financial data and have
identified for the registrant's auditors any material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involves nmanagenent or
ot her enpl oyees who have a significant role in the registrant's
internal controls; and

6. The registrant's other certifying officer and | have indicated in this
annual report whether or not there were significant changes in
internal controls or in other factors that could significantly affect
internal controls subsequent to the date of our nost recent
eval uation, including any corrective actions with regard to
significant deficiencies and material weaknesses.
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Date: February 14, 2003

/sl Anthony A. Massaro

Ant hony A. Massaro

Chai rman, President and Chi ef Executive
Oficer

Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, H Jay Elliott, Senior Vice President, Chief Financial Oficer and
Treasurer of Lincoln Electric Holdings, Inc., certify that:

1. | have reviewed this annual report on Form 10-K of Lincoln Electric
Hol di ngs, Inc.;

2. Based on nmy know edge, this annual report does not contain any untrue
statement of a material fact or omt to state a material fact
necessary to nake the statenents made, in light of the circunstances
under whi ch such statenents were nade, not msleading with respect to
the period covered by this annual report;

3. Based on ny know edge, the financial statenents, and other financia
information included in this annual report, fairly present in al
material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in
this annual report;

4. The registrant's other certifying officer and | are responsible for
est abl i shing and mai ntai ning di scl osure controls and procedures (as
defined i n Exchange Act Rul es 13a-14 and 15d-14) for the registrant
and we have:

a) designed such disclosure controls and procedures to ensure that
material information relating to the registrant, including its
consol i dated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annua
report is being prepared,;

b) evaluated the effectiveness of the registrant's disclosure controls
and procedures as of a date within 90 days prior to the filing date
of this annual report (the "Evaluation Date"); and

c) presented in this annual report our conclusions about the
ef fectiveness of the disclosure controls and procedures based on
our evaluation as of the Evaluation Date;

This document is compiled by Thomson Financial 31



LINCOLN ELECTRIC HOLDINGS INC - 10-K Filing Date: 12/31/02

5. The registrant's other certifying officer and | have discl osed, based
on our nost recent evaluation, to the registrant's auditors and the
audit committee of registrant's board of directors (or persons
perform ng the equival ent function):

a) all significant deficiencies in the design or operation of interna
controls which could adversely affect the registrant's ability to
record, process, sunmmarize and report financial data and have
identified for the registrant's auditors any material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involves nanagenent or
ot her enpl oyees who have a significant role in the registrant's
internal controls; and

6. The registrant's other certifying officer and | have indicated in this
annual report whether or not there were significant changes in
internal controls or in other factors that could significantly affect
internal controls subsequent to the date of our nobst recent
eval uation, including any corrective actions with regard to
significant deficiencies and materi al weaknesses.

Dat e: February 14, 2003

/sl H Jay Elliott

H Jay Elliott

Seni or Vice President, Chief Financia
O ficer and

Tr easur er

ANNUAL REPORT ON FORM 10- K
I TEM 8, | TEM 15(a)(1) AND (2) AND | TEM 15(c) AND 15(d)
FI NANCI AL STATEMENTS AND SUPPLEMENTARY DATA
FI NANCI AL STATEMENT SCHEDULES
CERTAI N EXHI BI TS
YEAR ENDED DECEMBER 31, 2002
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REPORT OF | NDEPENDENT AUDI TORS

Shar ehol ders and Board of Directors
Li ncol n El ectric Hol di ngs, Inc.

We have audited the acconpanyi ng consol i dated bal ance sheets of Lincoln

El ectric Hol dings, Inc. and subsidiaries as of Decenmber 31, 2002 and 2001,
and the rel ated consolidated statements of income, sharehol ders' equity and
cash flows for each of the three years in the period ended Decenber 31
2002. CQur audits also included the financial statenent schedule listed in
the Index at Item 15 (a)(2). These financial statenents and schedul e are
the responsibility of the Conmpany's managenent. Qur responsibility is to
express an opinion on these financial statenents and schedul e based on our
audits.

We conducted our audits in accordance with auditing standards generally
accepted in the United States. Those standards require that we plan and
performthe audit to obtain reasonabl e assurance about whether the
financial statenents are free of material misstatement. An audit includes
exam ning, on a test basis, evidence supporting the amounts and di scl osures
in the financial statenents. An audit also includes assessing the
accounting principles used and significant estinmates made by managenent, as
wel | as evaluating the overall financial statement presentation. W believe
that our audits provide a reasonable basis for our opinion

In our opinion, the consolidated financial statements referred to above
present fairly, in all material respects, the consolidated financia
position of Lincoln Electric Holdings, Inc. and subsidiaries at

December 31, 2002 and 2001, and the consolidated results of their
operations and their cash flows for each of the three years in the period
ended Decenber 31, 2002, in conformity with accounting principles generally
accepted in the United States. Also, in our opinion, the related financia
statenment schedul e, when considered in relation to the basic financia
statenents taken as a whole, presents fairly in all material respects, the
information set forth therein

As discussed in Note Ato the consolidated financial statements, effective
January 1, 2002, the Conpany adopted Statement of Financial Accounting
St andards No. 142, "Goodwi Il and Gt her Intangible Assets"”.

/'s/ ERNST & YOUNG LLP

Clevel and, Chio
January 29, 2003

LI NCOLN ELECTRI C HOLDI NGS, I NC. AND SUBSI DI ARI ES
CONSCLI DATED BALANCE SHEETS
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ASSETS
CURRENT ASSETS
Cash and cash equival ents
Mar ket abl e securities
Accounts receivable (less
al | onances of $6,805 in 2002
$4,811 in 2001)
I nventories
Raw material s and
i n-process
Fi ni shed goods

Deferred i ncone taxes
QG her current assets

TOTAL CURRENT ASSETS

PROPERTY, PLANT AND EQUI PMENT
Land
Bui | di ngs
Machi nery and equi prent

Less: accumul at ed
depreci ation and anortization

OTHER ASSETS
Prepai d pension costs
Equity investnments in
affiliates
I nt angi bl es, net
Goodwi | |
Def erred incone taxes
O her

TOTAL ASSETS

See notes to these consolidated
financial statenents

LI NCOLN ELECTRI C HOLDI NGS

Decenber 31

(I'n thousands of

dol | ars)
$ 176,076 $ 23,493
4,881 52
153, 623 154, 094
72,560 73,038
92,114 91, 465
164, 674 164, 503
5, 355 11, 996
19, 436 23,537
524, 045 377,675
13, 844 12,210
147, 631 134, 981
457, 060 435, 074
618, 535 582, 265
346, 682 311,294
271, 853 270, 971
3,345 38,784
29,735 26, 157
12, 754 5, 846
4,095 40, 416
17, 858 -
37,584 21, 462
105, 371 132, 665
$ 901,269 $ 781,311

CONSCLI DATED BALANCE SHEETS

I'NC. AND SUBSI DI ARl ES
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LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY
CURRENT LI ABI LI TI ES

Not es payabl e to banks

Trade accounts payabl e

Accrued enpl oyee conpensation and

benefits

Accrued expenses

Taxes, including incone taxes

Di vi dend payabl e

QG her current liabilities

Current portion of |ong-term debt

TOTAL CURRENT LI ABI LI TI ES
Long-term debt, |ess current portion
Accrued pensions
Def erred i ncone taxes
G her long-termliabilities
SHAREHOLDERS' EQUI TY
Preferred Shares, without par value --
at stated capital anount:
Aut hori zed -- 5,000,000 shares in
2002 and 2001; |ssued and
Qut standi ng -- none
Conmmon Shares, w thout par value -- at
stated capital anmount:
Aut hori zed -- 120, 000, 000 shares in
2002 and 2001; Issued -- 49,282, 306
shares in 2002 and 2001; Qutstanding
-- 42,087,115 shares in 2002 and
42,369, 145 shares in 2001
Addi tional paid-in capital
Ret ai ned ear ni ngs
Accunul at ed ot her conprehensive incone

(I oss)

Treasury shares, at cost -- 7,195,191
shares in 2002 and 6,913, 161 shares in
2001

TOTAL SHAREHOLDERS' EQUI TY

TOTAL LI ABI LI TIES AND SHAREHOLDERS'
EQUI TY

See notes to these consolidated financial

30

Decenber 31

(I'n thousands of dollars,
except share data)

191, 616
174, 146
92, 066
1,070
13,218

4,928
106, 237
597, 495

(132, 350)

(147, 157)

statenents.

197, 500
24,181
17, 849
31,751
11,332

4,928
105, 380
594, 701

(66, 726)

(139, 585)

LI NCOLN ELECTRI C HOLDI NGS, I NC. AND SUBSI DI ARI ES
CONSQOLI DATED STATEMENTS OF | NCOVE
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Year Ended Decenber 31

(I'n thousands of dollars, except per
share data)

Net sal es $ 994,077 $978,877 $ 1,058,601
Cost of goods sold 694, 052 671, 551 703,503
Goss profit 300, 025 307, 326 355, 098
Selling, general &
adm ni strative expenses 198, 035 190, 161 216, 217
Rational i zati on charges 10, 468 -- --
Qperating income 91, 522 117, 165 138, 881
O her inconme (expense):
I nterest incone 3,239 1,122 732
O her income (expense) 2,238 3,291 (10, 553)
I nterest expense (9, 056) (5,537) (7,383)
Total other incone (expense) (3,579) (1, 124) (17, 204)

I ncome before incone taxes

and the cunul ative effect of

a change in accounting

principle 87,943 116, 041 121, 677
I ncone taxes 21, 061 32,452 43, 585
I ncome before the cunul ative

effect of a change in

accounting principle 66, 882 83, 589 78,092
Cunul ative effect of a change

in accounting principle, net

of tax (37,607) -- --

Net incone $ 29,275 $ 83,589 $ 78,092
Per share anpunts:

Basi ¢ earnings per share

Basi ¢ earni ngs per share

before the cunul ative effect

of a change in accounting

principle $ 1.58 $ 1.97 % 1.83
Cunul ative effect of a change

in accounting principle, net

of tax (0.89) -- --

Basi c earni ngs per share $ 0.69 $ 1.97 $ 1.83
Di | uted earnings per share

Di | uted earnings per share

before the cunul ative effect

of a change in accounting

principle $ 1.56 $ 1.96 $ 1.83
Cunul ative effect of a change

in accounting principle, net

of tax (0.88) -- --

Di | uted earnings per share $ 0.68 $ 1.96 $ 1.83

See notes to these consolidated financial statenents.
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LI NCOLN ELECTRI C HOLDI NGS, | NC. AND SUBSI DI ARl ES
CONSCLI DATED STATEMENTS OF SHAREHOLDERS' EQUITY

Accunul at ed

Addi ti onal C her
Conm Pai d-in Ret ai ned Conprehensive Treasury
(in thousands of dollars, except per share data) Shares Capi t al Ear ni ngs | ncone (Loss) Shar es Tot al

Bal ance January 1, 2000 $4,928 $ 104,891 $483,463 $ (43,524) $ (98,243) $451,515
Conpr ehensi ve i ncone

Net incone 78, 092 78,092

M ni mum pension |iability adjustnent (429) (429)

Currency translation adj ust nment (16, 035) (16, 035)
Tot al conprehensive incone 61, 628
Cash dividends declared -- $0.57 per share (24, 157) (24, 157)
Net shares issued under certain benefit plans 2 (127) 645 520
Purchase of shares for treasury (42,205) (42,205)
Bal ance Decenber 31, 2000 4,928 104,893 537,271 (59, 988) (139,803) 447,301
Conpr ehensi ve i ncone

Net incone 83, 589 83, 589

M ni mum pension liability adjustnent (514) (514)

Unreal i zed gain on derivatives designated and

qualified as cash flow hedges, net of tax 226 226

Currency translation adjustnent (6, 450) (6, 450)
Tot al conprehensive incone 76, 851
Cash dividends declared -- $0.60 per share (25, 422) (25, 422)
Net shares issued under certain benefit plans 487 (737) 2,643 2,393
Purchase of shares for treasury (2, 425) (2, 425)
Bal ance Decenber 31, 2001 4,928 105,380 594,701 (66, 726) (139,585) 498,698
Conpr ehensi ve i ncone

Net incone 29, 275 29, 275

M ni mum pension liability adjustnent, net of

tax of $48,206 (79, 697) (79, 697)

Unrealized | oss on derivatives designated and

qualified as cash flow hedges, net of tax (246) (246)

Currency translation adjustnent 14, 319 14, 319
Total conprehensive incone (loss) (36, 349)
Cash dividends declared -- $0.61 per share (25, 769) (25, 769)
Net shares issued under certain benefit plans 857 (712) 4,018 4,163
Purchase of shares for treasury (11,590) (11,590)
Bal ance Decenber 31, 2002 $4,928 $ 106,237 $597,495 $ (132,350) $(147,157) $429, 153

See notes to these consolidated financial statenents.

32

This document is compiled by Thomson Financial

37



LINCOLN ELECTRIC HOLDINGS INC - 10-K Filing Date: 12/31/02

LI NCOLN ELECTRI C HOLDI NGS, I NC. AND SUBSI DI ARI ES
CONSOLI DATED STATEMENTS OF CASH FLONS

Year Ended Decenber 31

(I'n thousands of doll ars)
OPERATI NG ACTI VI TI ES
Net incone $ 29, 275 $ 83,589 $ 78,092
Adj ustnments to reconcile net incone
to net cash provided by operating

activities:
Cumul ative effect of a change in
accounting principle, net of tax 37, 607 -- --
Rati onal i zati on charges 10, 468 -- --
Depreci ation and anorti zation 37, 040 36, 205 34,712
Def erred incone taxes 9, 021 16, 527 (2,286)
Loss (gain) on sale of fixed
assets 476 (2,574) (520)

Changes in operating assets and
liabilities net of effects from
acqui sitions:

Decrease (increase) in accounts

recei vabl e 8, 786 (742) 1, 905
Decrease in inventories 6, 636 18, 653 6, 005
Decrease (increase) in other

current assets 5, 452 2,381 (4, 659)
(Decrease) increase in accounts

payabl e (8,126) 4, 647 (4,963)
(Decrease) increase in other

current liabilities (2,032) (25, 495) 12,030
(Decrease) in prepaid pension

expense (21, 400) (12, 079) (7,223)
Gross change in other long-term

assets and liabilities (2, 005) (775) (305)
O her, net (7,600) (136) 8, 046

NET CASH PROVI DED BY OPERATI NG

ACTI VI TI ES 103, 598 120, 201 120, 834
I NVESTI NG ACTI VI TI ES
Capi tal expenditures (27,909) (36, 723) (34, 800)
Acqui si tions of businesses and
equity investnents (8,010) (3,961) (18, 903)
Proceeds from sale of fixed assets 2,052 4,420 1,627
Purchase of narketable securities (5, 015) (10) --
O her 391 316 6

NET CASH (USED) BY | NVESTI NG

ACTI VI TI ES (38, 491) (35,958)  (52,070)

FI NANCI NG ACTI VI TI ES
Proceeds from short-term borrow ngs 3,688 50, 542 47,046
Paynents on short-term borrow ngs (10, 926) (44, 299) (48,972)
Not es payabl e to banks -- net (7,114) (35, 280) 29, 270
Proceeds from | ong-term borrow ngs 150, 172 71 54, 294
Paynents on | ong-term borrow ngs (13, 661) (17, 410) (80, 266)
| ssuance of shares fromtreasury 3,294 1,891 645
Purchase of shares for treasury (11, 590) (2,427) (42, 205)
Cash divi dends paid (25, 390) (25,418)  (24,034)
Q her -- (15) (442)
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NET CASH PROVI DED (USED) BY

FI NANCI NG ACTI VI TI ES 88,473 (72, 345) (64, 664)
Ef fect of exchange rate changes on
cash and cash equival ents (997) 276 (1, 456)

I NCREASE | N CASH AND CASH

EQUI VALENTS 152, 583 12,174 2,644
Cash and cash equival ents at
begi nni ng of year 23,493 11, 319 8,675

CASH AND CASH EQUI VALENTS AT END OF
YEAR $176, 076 $ 23,493 $ 11, 319

See notes to these consolidated financial statenents.
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LI NCOLN ELECTRI C HOLDI NGS, | NC. AND SUBSI DI ARl ES

NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

(I'n thousands of dollars except share and per share data)
Decenber 31, 2002

NOTE A -- SIGN FI CANT ACCOUNTI NG PCLI CI ES

Principl es of Consolidation: The consolidated financial statenents include
the accounts of Lincoln Electric Holdings, Inc., its wholly-owned and

maj ority-owned subsidiaries and all non-majority owned entities for which
it has a controlling interest (the "Conpany") after elimnation of al
significant interconpany accounts, transactions and profits. Mnority
ownership interest in consolidated subsidiaries, which is not material, is
recorded in Gher long-termliabilities.

Cash Equi val ents: The Conpany considers all highly liquid investnents with
a maturity of three nonths or | ess when purchased to be cash equival ents.

I nventories: Inventories are valued at the | ower of cost or market. For
donestic inventories, cost is determned principally by the last-in
first-out (LIFO nethod, and for non-U. S. inventories, cost is determ ned
by the first-in, first-out (FIFO nethod. At Decenber 31, 2002 and 2001,
approxi mately 53% and 57% respectively, of total inventories were val ued
using the LIFO nethod. The excess of current cost over LIFO cost anobunted
to $39, 924 at Decenber 31, 2002 and $39, 703 at Decenber 31, 2001.

Equity Investments: Investnments in businesses in which the Conpany does not
have a controlling interest and hol ds between a 20% and 50% owner ship
interest are accounted for using the equity nethod of accounting. Under the
equity nethod, the investnent is carried at cost plus the Conpany's
proportionate share of the net income or |oss of the business since the
date of acquisition.

Property, Plant and Equi prrent: Property, plant and equi pnment are stated at
cost and include inmprovenents which significantly extend the useful lives
of existing plant and equi pnent. Depreciation and anortization are conputed
by both accel erated and straight-1line methods over useful lives ranging
from3 to 20 years for machinery, tools and equi pnment, and up to 50 years
for buildings. Net gains or |losses related to asset dispositions are
recogni zed in earnings in the period in which dispositions occur

Goodwi | | and I ntangibles: Prior to January 1, 2002, the Conpany anortized
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goodwi I | on a straight |ine basis over periods not exceeding 40 years.
Goodwi I | had previously been tested for inpairnent under the provisions of
St atement of Financial Accounting Standards (SFAS) No. 121, "Accounting for
the I npairment of Long-lived Assets and Long-lived Assets to be D sposed
of ". The Company previously eval uated goodw || for inpairment by conparing
the unanortized bal ance of goodwill to projected undi scounted cash fl ows,
whi ch did not indicate an inpairnent. Effective January 1, 2002, the
Conpany adopted SFAS No. 142, "Goodwi Il and Qther Intangi ble Assets". SFAS
No. 142 requires cessation of goodw Il anortization and a fair value
approach to testing the inpairnment of goodwi Il and other intangibles. The
Conpany has performed the required inpairnent tests of goodwill and
indefinite-lived intangi bl e assets as of January 1, 2002. As a result of
these inmpairment tests, including third-party val uati ons based on
acquisition prices of conparabl e businesses, a non-cash goodw || i npairnent
charge of $37,607 or $0.88 per diluted share, net of tax benefits of $700,
has been recorded as a cumul ative effect of a change in accounting
principle. This non-cash charge was prinmarily due to weak market conditions
in the European regi on and the Conpany's expectations of |ower financia
performance at these reporting units. The Conpany performed its annua

i mpai rment test on Cctober 1, 2002 and determ ned there was no additiona

i mpai rment of the remaining goodwill.
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LI NCOLN ELECTRI C HOLDI NGS, | NC. AND SUBSI DI ARl ES
NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS -- Conti nued

NOTE A -- Sl GNI FI CANT ACCOUNTI NG POLI CI ES (Conti nued)
The following table reflects net incone adjusted to exclude anortization of

goodwi I | and the cumul ative effect of a change in accounting principle, net
of tax, in the periods presented:

For the Year Ended Decenber 31

($000' s, except for earnings per share anmpunts) 2002 2001 2000
Net incone, as reported $ 29,275 $ 83,589 $ 78,092
Add: Goodwi || anortization -- 1, 648 1, 623
Adj ust ed net incone 29, 275 85, 237 79, 715
Add: Curul ative effect of a change in

accounting principle, net of tax 37, 607 -- --

Adj usted i ncone before the cunul ative effect of
a change in accounting principle $ 66,882 $ 85,237 $ 79,715

The followi ng table reflects Earnings Per Share adjusted to exclude
anortization of goodwill and the cumul ative effect of a change in
accounting principle, net of tax, in the periods presented:

For the Year Ended Decenber 31
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2002 2001 2000
Basi ¢ Ear ni ngs Per
Shar e:
Net incone, as reported $ 0.69 $ 1.97 $ 1.83
Add: Goodwi | |
anortization -- 0. 04 0. 04
Adj ust ed net income 0. 69 2.01 1.87

Add: Cunul ative effect

of a change in

accounting principle,

net of tax 0. 89 -- --
Adj ust ed i ncone before

the cumul ative effect

of a change in

accounting principle $ 1.58 $ 2.01 $ 1.87
Di | uted Earni ngs Per

Shar e:

Net incone, as reported $ 0.68 $ 1.96 $ 1.83
Add: Goodwi | |

anortization -- 0. 04 0. 04
Adj ust ed net income 0. 68 2.00 1.87

Add: Cunul ative effect

of a change in

accounting principle,

net of tax 0. 88 -- --
Adj ust ed i ncone before

the cumul ative effect

of a change in

accounting principle $ 1.56 $ 2.00 $ 1.87

The changes in the carrying ambunt of net goodwi || by segnment for the year
ended Decenber 31, 2002 are as foll ows:

Consol i dat ed
United States Europe O her Countries Tot a
Bal ance as of
January 1,
2002 $ 22,688 $ 17,027 $ 701 $ 40, 416
For ei gn
exchange
effect on
prior
bal ances (102) 7 (95)
Goodwi | |
acquired
during the
peri od -- 1,982 99 2,081
| npai r ment
l oss from
adopti on of
SFAS No. 142 (22, 688) (14, 812) (807) (38, 307)
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Bal ance as of
Decenmber 31,
2002 $ - - $ 4,095 $ -- $ 4,095

LI NCOLN ELECTRI C HOLDI NGS, | NC. AND SUBSI DI ARl ES
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS -- Conti nued

NOTE A -- Sl GNI FI CANT ACCOUNTI NG POLI CI ES (Conti nued)

Gross intangi bl e assets as of Decenber 31, 2002 and 2001 were $21, 992 and
$12,907, respectively, which included accurmul ated anortization of $9, 238
and $7,060, respectively. Aggregate anortizati on expense was $1, 028, $1, 066
and $960 for 2002, 2001 and 2000, respectively.

Esti mated annual intangible anmortizati on expense in each of the next five
years endi ng Decenber 31 will be approxi mately $1, 000.

Long-lived Assets: During the first quarter of 2002, the Conpany adopted
SFAS No. 144, "Accounting for the Inpairment or Disposal of Long-Lived
Assets". The Conpany previously evaluated |ong-lived assets for inpairnent
under SFAS No. 121. SFAS No. 144 retains the requirenments of SFAS No. 121
whereby the carrying value of long-lived assets is reviewed if facts and
circunstances indicate a potential inpairment of carrying value may have
occurred utilizing relevant cash flow and profitability informtion

| mpai rment | osses are recorded when the undi scounted cash fl ows estimated
to be generated by those assets are |less than the assets' carrying anounts.
The adoption of this Statenment did not have a material inpact on the
financial statenments of the Conpany.

Product Warranties: The Conpany accrues for product warranty cl ai ns based
on historical experience and the expected nmaterial and | abor costs to
provide warranty service. The changes in the carrying amount of Product
Warranty reserves for the year ended Decenber 31, 2002 is as foll ows:

Bal ance at Charged to Bal ance
begi nning costs and at end
of period expenses Deductions of period

$6, 254 $ 3,121 $ (3,363) $ 6,012

Revenue Recognition: The Conpany recogni zes revenue when product is shipped
and title is transferred to the customer.

Distribution Costs: Distribution costs, including warehousing and frei ght
related to product shipnents, is included in Cost of goods sold.

St ock- Based Conpensation: Currently, the Conpany applies the intrinsic
val ue met hod permitted under SFAS No. 123, "Accounting for Stock-Based
Conpensation,” as defined in Accounting Principles Board ("APB") Opinion
No. 25, "Accounting for Stock |Issued to Enpl oyees" and rel ated
interpretations, in accounting for the Conpany's stock option plans.
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Accordi ngly, no conpensation cost has been recognized in the current or
past years.

SFAS No. 123 requires pro forma disclosure of the effect on net income and
ear ni ngs per share when applying the fair val ue method of val uing

st ock- based conpensation. The followi ng table sets forth the pro forma

di scl osure of net incone and earnings per share using the Bl ack-Schol es
option pricing nodel. For purposes of this pro forma disclosure, the
estimated fair value of the options is anortized ratably over the vesting
peri ods.

Net inconme $ 26, 254 $29,275 $ 81,167 $83,589 $ 76, 413 $78, 092
Basi c

ear ni ngs
per share 0. 62 0. 69 1.92 1.97 1.79 1.83
Di | uted
ear ni ngs
per share 0.61 0. 68 1.90 1.96 1.79 1.83

LI NCOLN ELECTRI C HOLDI NGS, | NC. AND SUBSI DI ARl ES
NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS -- Conti nued

NOTE A -- Sl GNI FI CANT ACCOUNTI NG POLI CI ES (Conti nued)

Ef fective January 1, 2003, the Conpany will adopt the fair value nethod of
recordi ng stock options contained in SFAS No. 123, which is considered the
preferabl e accounting nmethod for stock-based enpl oyee conmpensation. Al
future enpl oyee stock option grants begi nning January 1, 2003 will be
expensed over the stock option vesting period based on the fair val ue at
the date the options are granted. The Conpany will elect to expense stock
options using the prospective nethod prescribed in SFAS No. 148,
"Accounting for Stock-Based Conpensation -- Transition and Disclosure". The
prospective method requires expense to be recogni zed for new grants or

nodi fications issued beginning in the year of adoption. No expense is
recogni zed in any year for options issued prior to adoption. The Conpany
expects the inpact fromthe adoption of this Statement to be approxi mately
$0. 01 per share for 2003. The Conpany estimates the inpact per share woul d
i ncrease annual |y over the next several years and | evel off at

approxi mately $0.06 per share by 2006.

Transl ation of Foreign Currencies: Asset and liability accounts are
translated into U.S. dollars using exchange rates in effect at the date of
the consol i dated bal ance sheet; revenue and expense accounts are translated
at nonthly exchange rates. Translation adjustnents are reflected as a
conponent of Sharehol ders' Equity. For subsidiaries operating in highly
inflationary econom es, both historical and current exchange rates are used
in translating bal ance sheet accounts, and translation adjustnents are

i ncl uded in net incone.

Transaction gains and | osses are included in Selling, general &
adm ni strative expenses and were not materi al
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Fi nanci al Instruments: The Conpany, on a limted basis, uses forward
exchange contracts to hedge exposure to exchange rate fluctuations on
certain interconpany | oans, purchase and sal es transactions and ot her

i nterconpany commtnents. Contracts are witten on a short-term basis and
are not held for trading or specul ati ve purposes.

The Conpany recogni zes derivative instrunents as either assets or
liabilities in the bal ance sheets at fair value. The accounting for changes
in the fair value of derivative instruments depends on whether it has been
designated and qualifies as part of a hedging relationship and further, on
the type of hedging relationship

For derivative instrunents that qualify as a fair val ue hedge (i.e.
hedgi ng the exposure to changes in the fair value of an asset or a
liability), the gain or 1oss on the derivative instrument, as well as the
of fsetting loss or gain on the hedged itemattributable to the hedged ri sk
are recogni zed in earnings. For derivative instrunents that qualify as a
cash flow hedge (i.e., hedging the exposure to variability in expected
future cash flows), the effective portion of the gain or loss on the
derivative instrunent is reported as a conponent of O her conprehensive

i ncome and reclassified into earnings in the sane period or periods during
whi ch the hedged transaction affects earnings. Any renaining gain or |oss
on the derivative instrument is recognized in earnings. The Conpany does
not hedge its net investments in foreign subsidiaries. For derivative

i nstrunments not designated as hedges, the gain or loss fromchanges in
their fair values is recognized in earnings.

Research and Devel opnent: Research and devel opnent costs are expensed as
incurred, and totaled $19,150 in 2002, $17,946 in 2001 and $16, 604 in 2000.

Esti mates: The preparation of financial statements in conformty with
accounting principles generally accepted in the United States, requires
management to make estinmates and assunptions in certain circunmstances that
af fect the anpunts reported in the acconpanyi ng consolidated financia
statenments and notes. Actual results could differ fromthese estinates.
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NOTE A -- Sl GNI FI CANT ACCOUNTI NG POLI CI ES (Conti nued)

Earni ngs per Share: The following table sets forth the conputation of basic
and diluted earnings per share (dollars and shares in thousands, except per
share amounts).

2002 2001 2000
Numer at or :
I ncome before the cunul ative
effect of a change in
accounting principle $ 66,882 $83,589 $78,092
Cunul ative effect of a change
in accounting principle, net of
tax (37, 607) -- --

Net incone $ 29, 275 $83, 589 $78, 092
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Denom nat or:
Denom nat or for basic
ear ni ngs per share -
Wei ght ed- aver age shares

out st andi ng 42, 259
Ef fect of dilutive

securities -- Enployee stock

options 540

Denom nator for diluted
ear ni ngs per share -
Adj ust ed wei ght ed- aver age
shar es out st andi ng 42,799
Basi c earni ngs per share
I ncome before the cunul ative
effect of a change in
accounting principle $ 1.58
Cunul ative effect of a change
in accounting principle, net of
tax (0.89)

Basi ¢ earnings per share $ 0.69
Di | uted earni ngs per share

I ncome before the cumul ative

effect of a change in

accounting principle $ 1.56
Cumul ative effect of a change

in accounting principle, net of

t ax (0. 88)

Di | uted earni ngs per share $ 0.68

42,375

42,610

Recl assification: Certain reclassifications have been nade to prior-year
financial statements to conformto current year classifications.

New Accounting Pronouncenents: Effective January 1, 2002
adopt ed SFAS No. 144, "Accounting for the |npairnent or
Long-Li ved Assets". SFAS No. 144 supercedes SFAS No. 121

t he Company
Di sposal of
and APB pi ni on

No. 30, "Reporting the Results of Operations -- Reporting the Effects of

Di sposal of a Segment of a Business, and Extraordinary,

Unusual and

Infrequently Cccurring Events". SFAS No. 144 retains the requirenents of
SFAS No. 121 whereby an inpairnent loss is recognized if the carrying val ue
of the asset is not recoverable fromits undi scounted cash flows or fair

val ues are less than carrying val ues. SFAS No. 144 broadens the scope of
APB Opi nion No. 30 provisions for the presentation of discontinued

operations to include a component of an entity. The Statenent

requires a

conponent of an entity sold or considered held for sale be presented as a
di sconti nued operation. In addition, expected future operating | osses from
di sconti nued operations nust be reflected in the periods incurred, rather
than at the neasurenent date as previously required by APB Opi nion No. 30.

The adoption of this Statement did not have a materia

financial statements of the Conpany.

i mpact on the
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NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS -- Conti nued
NOTE A -- Sl GNI FI CANT ACCOUNTI NG POLI CI ES (Conti nued)

In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB Statenents
No. 4, 44 and 64, Anendnent of FASB Statement No. 13, and Technica
Corrections". SFAS No. 145 is effective for fiscal years beginning after
May 15, 2002. SFAS No. 145 requires that debt extingui shment nust neet the
criteria under APB Opinion No. 30 to be classified as an extraordinary
item This statenment al so amends SFAS No. 13 to require sal e-1easeback
accounting for certain | ease nodifications that have econonmic effects
simlar to sal e-leaseback transactions. The Conpany has not yet detern ned
the inpact, if any, this Statement will have on the financial statements of
t he Conpany.

In June 2002, the FASB issued SFAS No. 146, "Accounting for Exit or

Di sposal Activities". SFAS No. 146 is effective for disposal activities
initiated after Decenber 31, 2002. SFAS No. 146 requires liabilities for
one-time term nation benefits incurred over future service periods be
neasured at fair value as of the term nation date and recogni zed over the
future service period. This Statenent also requires liabilities associated
wi th di sposal activities be recorded when incurred i nstead of when probable
as currently required by SFAS No. 5 "Accounting for Contingencies". These
liabilities should be adjusted for subsequent changes resulting from
revisions to either the timng or amount of estimated cash fl ows,

di scounted at the original credit-adjusted risk-free rate. Interest on the
liability woul d be accreted and charged to expense as an operating item
The Conpany has not yet determined the inpact, if any, this Statement wll
have on the financial statenents of the Conpany.

In Novenmber 2002, the FASB issued Interpretation No. 45, "Quarantor's
Accounting and Di sclosure Requirenents for Guarantees, Including Indirect
CGuar antees of |ndebtedness of Qthers". Interpretation No. 45 requires
certain disclosures to be made by a guarantor in its financial statements
about its obligations under certain guarantees, including product
warranties. The disclosure provisions of this Statenment are effective for
the Conpany as of the fourth quarter of 2002. The Company has made the
required disclosures in these financial statements. This Statenent also
requires a guarantor to recognize, at inception, for all guarantees issued
or nodified after Decenber 31, 2002, a liability for the fair value of the
obligations it has undertaken in issuing a guarantee. The adoption of the
fair value provisions of this Statement are not expected to have a materia
i mpact on the financial statenments of the Conpany.

In Decenber 2002, the FASB issued SFAS No. 148, "Accounting for Stock-Based
Conpensation -- Transition and Disclosure". SFAS No. 148 does not alter the
provi si on of SFAS No. 123, nor does it require stock-based conpensation to
be measured under the fair-value nethod. Rather, SFAS No. 148 does provide
three alternative transition nethods to conpanies that elect to expense

st ock- based conpensation using the fair-val ue approach under SFAS No. 123.
As nentioned previously, the Conpany will adopt the fair-value nethod of
recordi ng stock options contained in SFAS No. 123 effective January 1,

2003. The Conpany will elect to expense stock options using the prospective
nmet hod prescribed in SFAS No. 148. The prospective nmethod requires expense
to be recogni zed for new grants or nodifications issued beginning in the
year of adoption. No expense is recognized in any year for options issued
prior to adoption. The Conmpany expects the inpact fromthe adoption of this
Statenment to be approximately $0.01 per share for 2003. The Company
estimates the inpact per share woul d increase annually over the next

several years and level off at approxi mately $0.06 per share by 2006.

In Decenber 2002, the Emerging |ssues Task Force ("EITF") issued EITF | ssue
00-21, "Accounting for Revenue Arrangenents with Multiple Deliverabl es".

El TF 00- 21 provi des gui dance on determ ni ng whet her a revenue arrangenent
contains nultiple deliverable itens and if so, requires revenue be

al | ocated anongst the different itens based on fair value. El TF 00-21 al so
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requires revenue on any itemin a revenue arrangenent with multiple

del i verabl es not delivered conpletely nust be deferred until delivery of
the itemis conpleted. The effective date of this |Issue for the Conpany
will be July 1, 2003. The Conpany has not yet determined the inpact, if
any, this Statenent will have on the financial statenments of the Conpany.
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NOTE A -- SIGNIFI CANT ACCOUNTI NG PCLI CI ES (Conti nued)

In January 2003, the FASB issued Interpretation No. 46, "Consolidation of
Variable Interest Entities". Interpretation No. 46 provides gui dance for
identifying a controlling interest in a Variable Interest Entity ("VIE")
establ i shed by neans other than voting interests. Interpretation No. 46
al so requires consolidation of a VIE by an enterprise that holds such a

controlling interest. The effective date for this Interpretation will be
July 1, 2003. The Conpany has not yet deternined the inpact, if any, this
Interpretation will have on the financial statenents of the Conpany.

O her: Included in Selling, general & administrative expenses are the costs
related to the Conpany's discretionary enpl oyee bonus, net of
hospitalization costs, of $32,218 in 2002, $31,947 in 2001 and $54,509 in
2000.

NOTE B -- SHAREHOLDERS EQUI TY

In 1999, the Board of Directors authorized an additional share repurchase
program of up to 5,000,000 shares of the Conpany's outstandi ng Commobn
Shares to satisfy obligations under its stock option plans. This share
repurchase programis in addition to the 5,000,000 shares authorized for
repurchase by the Board of Directors in Septenber 1998. The Conpany

pur chased 501, 330 shares at an average cost of $23.12 per share in 2002,
bringing the total shares purchased through Decenber 31, 2002, to 7,740, 789
at an average cost of $20.30 per share.

NOTE C -- ACCUMULATED OTHER COVPREHENSI VE | NCOVE (LOSS)

The conponents of accunul ated ot her conprehensive inconme (loss) are as
fol |l ows:

Unreali zed Gain

(Loss) on
Derivatives
M ni mum Pensi on Desi gnat ed and
Liability Currency Qualified as Cash Total Accumul ated
Adj ust ment , Transl ation Fl ow Hedges, QO her Conprehensi ve
net of tax Adj ust nent net of tax Loss
Bal ance
January 1,
2000 $ (792) $ (42,732) $ -- $ (43, 524)
O her
conpr ehensi ve
(1 oss) (429) (16, 035) -- (16, 464)
Bal ance
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Decenber 31,

2000 (1,221) (58, 767) -- (59, 988)
Q her

conpr ehensi ve

(l oss) incone (514) (6, 450) 226 (6, 738)
Bal ance

Decenber 31,

2001 (1, 735) (65, 217) 226 (66, 726)
Q her

conpr ehensi ve

(l oss) income (79, 697) 14, 319 (246) (65, 624)
Bal ance

Decenmber 31,

2002 $ (81,432) $ (50, 898) $ (20) $ (132, 350)
NOTE D -- STOCK PLANS

The 1998 Stock Option Plan ("Stock Option Plan") was adopted by the
sharehol ders to replace The Lincoln Electric Conpany 1988 Incentive Equity
Plan ("Incentive Equity Plan") which expired in May 1998. The Stock Option
Pl an provides for the grant of options for 5,000,000 shares of Conpany

stock to key enpl oyees over a ten-year

LI NCOLN ELECTRI C HOLDI NGS
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS - -

NOTE D - -

peri od.
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STOCK PLANS ( Cont i nued)

The followi ng table sunmarizes the option activity for the three years

ended Decenber

Bal ance,
begi nni ng
of year
Opti ons
granted
Opti ons
exerci sed

Opti ons

cancel ed

Bal ance,
end of year

Exer ci sabl e
at end of
year

31, 2002, under all Plans:

Wi ght ed- Aver age Wi ght ed- Aver age

Wei ght ed- Aver age

Opti ons Exercise Price Opti ons Exercise Price Opti ons Exercise Price
2,736,251 % 18.12 2,218,793 $ 16.76 1,567,334 $ 18.13
669,900 $ 22.97 694, 390 $ 21.65 787,375 % 13. 60
(222,246) $ 15. 21 (171, 082) $ 14.91 (29,876) $ 14.08
(4,434) $ 19. 57 (5, 850) $ 17.56 (106, 040) $ 14. 36
3,179,471  $ 19. 34 2,736, 251 $ 18.12 2,218,793 % 16. 76
1,875,464 % 18. 29 1, 430, 280 $ 17.75 1,065,512 % 17.82
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During 1996, options for 335,180 shares were granted to enpl oyees in
settlenent of a lawsuit over perfornmance awards relating to prior years.
Exercise prices are $15.00 and $17.00 per share. These options are
exerci sable over five- and ten-year periods and are fully vested,
non-qual i fi ed and non-transferable. At Decenber 31, 2002 and 2001, there
were 94,756 and 124,554, respectively, of these options outstanding.

Al'l other options granted under both the Stock Option Plan and the

I ncentive Equity Plan are outstanding for a termof ten years fromthe date
of grant. The majority of the options granted under both plans vest ratably
over a period of three years fromthe grant date. The exercise prices of

all options were equal to the fair nmarket value of the Conpany's shares at
the date of grant. As permitted under SFAS No. 123, the Conpany has
continued to record stock-based conpensation in accordance with the
intrinsic value nmethod established by APB Opi nion No. 25. Under the
intrinsic value nmethod, conpensation expense is neasured as the excess, if
any, of the market price at the date of grant over the exercise price of
the options. Accordingly, no conpensation expense was recogni zed upon the
award of these stock options.

In estimating the fair value of options granted during 2002 for the Stock
Option Plan and the Incentive Equity Plan, an expected option life of five
years was used based on the Conpany's historical experience. In prior
years, the Conpany had used ten years as the expected option life. The

ot her wei ght ed- aver age assunpti ons were as foll ows:

2002 2001 2000
Expected volatility 43.50% 43.13% 42.60%
Di vi dend yield 2.76% 2.45% 2.90%
Ri sk-free interest
rate 3.60% 5.11% 5.17%
Wi ght ed- average fair
val ue of options
granted during the
year $7.63 $9.52 $ 5.59

The Stock Option Plan for Non-Enployee Directors ("Directors Stock Option
Pl an") was adopted in May 2000 to repl ace The Lincol n Non-Enpl oyee
Directors Restricted Stock Plan, which was term nated. The Directors Stock
Option Plan provides for the grant of stock options for the purchase of up
to an aggregate of 500,000 Conmmobn Shares. Options issued under the
Directors Stock Option Plan were 30,000 in 2002 and 34,000 in 2001. There
were no shares issued in connection with The Lincol n Non-Enpl oyee Directors
Restricted Stock Plan during 2002 or 2001 and 5,335 in 2000. Forfeitures
under the service requirenments of the plan were 1,644 in 2000.
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NOTE D -- STOCK PLANS (Conti nued)
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At Decenber 31, 2002, there were 2,594,535 shares of conmmon stock avail abl e
for future grant under all plans, and the wei ghted-average renaining
contractual life of outstanding options was 7.6 years. The follow ng table
summari zes information about stock options outstanding as of Decenber 31
2002:

Cut st andi ng Exerci sabl e

Nunber of Wei ght ed- Average Nunmber of Wi ghted-Average Wi ghted-Average
Exerci se Price Range Options Exercise Price Opti ons Exercise Price Remaining Life

$13 - $15 691,148 $ 13.51 456,397 $ 13.52 7.4
$15 - $17 164,184  $ 15. 00 164,184  $ 15. 00 3.6
$17 - $19 170,206 $ 17. 40 160,706 $ 17.39 4.6
$19 - $21 521,542  $ 19.75 511,708 $ 19. 77 6.5
$21 - $22 849,982 $ 21.58 263,435 % 21.61 9.0
$22 - $24 758,409 $ 23.03 300,034 % 22.41 8.4
$24 - $26 24,000 $ 25.50 -- -- 9.9

The 1995 Lincoln Stock Purchase Pl an provi des enpl oyees the ability to
purchase open nmarket shares on a comm ssion-free basis up toalimt of ten
thousand dol Il ars annually. Under this plan, 400,000 shares have been

aut horized to be purchased. There were 53,035, 6,271 and 26, 559 shares
purchased in 2002, 2001 and 2000, respectively.

NOTE E -- RATI ONALI ZATI ON CHARGES

During the first quarter of 2002, the Conpany recorded rationalization
charges of $10,468 ($7,045 after-tax), or $0.17 per diluted share. The
rationalization charges were principally related to a voluntary retirenent
program af fecti ng approxi mately 3% of the Conpany's U.S. workforce and
asset inpairment charges. Wirkforce reduction charges were $5,353, while
non- cash asset inpairment charges were $5,115.

NOTE F -- SHORT- TERM AND LONG TERM DEBT
At Decenber 31, 2002 and 2001, |ong-term debt consisted of the foll ow ng:

2002 2001
Seni or Unsecured Notes due 2007,
interest at 5.58% $ 40, 000 $ --
Seni or Unsecured Notes due 2009,
interest at 5.89% 30, 000 - -
Seni or Unsecured Notes due 2012,
interest at 6.36% 80, 000 - -
8.73% Seni or Note due 2003 9, 375 18, 750
For ei gn borrow ngs due through
2011, interest at 2.3%to 10.0%
(2.6%to 12.4%in 2001) 8, 409 10, 725
Capital |eases 5,991 3,891
O her borrow ngs due through
2023, interest at 2.0%to 7.9% 13, 804 4,249
187,579 37,615
Less current portion 13,433 13,434
Tot al $174, 146 $24, 181
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NOTE F -- SHORT- TERM AND LONG TERM DEBT ( Conti nued)

Duri ng March 2002, the Conpany issued Senior Unsecured Notes (the "Notes")
totaling $150,000 through a private placenent. The Notes have maturities
ranging fromfive to ten years with a weighted average interest rate of

6. 1% and an average tenure of eight years. Interest is payable

sem -annual ly in March and Septenber. The proceeds will be used for genera
cor porate purposes. The Notes contain certain affirmative and negative
covenants, including restrictions on asset dispositions and financia
covenants (interest coverage and funded debt-to-Earnings Before Interest,
Taxes, Depreciation and Anortization ("EBITDA") ratios). The Notes will not
be and have not been registered under the Securities Act of 1933, as
anmended, and may not be offered or sold in the United States absent

regi stration or an applicable exenption fromregistration requirenents.

During March 2002, the Conpany entered into floating rate interest rate
swap agreenents with notional ampunts totaling $80 mllion, to convert a
portion of the outstanding Notes fromfixed to floating rates based on

si x-nonth London Inter-bank Offered Rate ("LIBOR"), plus a spread of
between 15.5 and 37.5 basis points. The variable rates are reset every six
nont hs, at which time payment or receipt of interest is settled. These
swaps were designated as fair value hedges, and as such, the gain or |oss
on the derivative instrument, as well as the offsetting gain or loss on the
hedged item attributable to the hedged ri sk are recogni zed i n earnings. Net
paynments or recei pts under these agreenments are recogni zed as adj ustnents
to interest expense. The fair value of these swaps at Decenber 31, 2002 was
$9,893 and is included in O her assets.

During April 2002, the Conpany replaced its prior conmitted revol ving
credit facility with a new three-year revolving Credit Agreement that
provides up to $125,000 in borrow ngs and expires in April 2005. This
Credit Agreenent nmay be used for general corporate purposes. The interest
rate on borrowi ngs under the Credit Agreenent is based on either the LIBOR
pl us a spread based on the Conpany's | everage ratio or the prine rate, at
the Conpany's election. Afacility fee is payabl e based upon the daily
aggregate amount of commtments. The facility fee is based on the Company's
| everage ratio. The Credit Agreenent provides for the issuance of Letters
of Credit, subject to limts based on ampunts outstandi ng under the Credit
Agreenent and is subject to the sane covenants as the Notes. As of

Decenmber 31, 2002, there are no borrow ngs under the credit agreenent.

During April 2002, the Conmpany amended and restated its existing 8.73%
Seni or Notes due in 2003. The 8.73% Seni or Notes were anended and restated
so that the affirmative and negative covenants are consistent with the
Notes. In addition, the amendnent and restatenment of the 8.73% Seni or Notes
added an unconmitted private shelf facility allowi ng for the issuance of an
aggregat e of $100, 000 of additional senior unsecured notes (the "Shelf

Not es"). There were no Shelf Notes issued or outstanding under the private
shel f facility as of Decenber 31, 2002.

In addition to conmrmitted facilities discussed above, at Decenber 31, 2002,
the Conpany had short-termcredit lines in the United States, with
uncomm tted borrow ng capacity of $20,000. Short-term borrow ngs of foreign
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subsidiaries, included in Notes payable to banks, were $945 and $13, 163 at
Decenmber 31, 2002 and 2001, at wei ghted-average interest rates of 9.7% and
8.1% respectively. At Decenber 31, 2002 and 2001, $13,083 and $7, 704 of

i ndebt edness was secured by property, plant and equi prment.

Maturities of |long-termdebt, including payments under capital |eases, for
the five years succeedi ng Decenber 31, 2002 are $13,433 in 2003, $3,822 in
2004, $1,817 in 2005, $1,825 in 2006, $46,119 in 2007 and $120, 563

thereafter. Total interest paid was $8,343 in 2002, $5,447 in 2001 and
$6, 957 in 2000.

LI NCOLN ELECTRI C HOLDI NGS, | NC. AND SUBSI DI ARl ES
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS -- Conti nued

NOTE G -- | NCOVE TAXES

The conponents of incone before inconme taxes are as follows:

2002 2001 2000
us $64,049 $ 96, 397 $105, 181
Non- U. S 23,894 19, 644 16, 496
Tot al $87,943 $116, 041 $121, 677

Conponents of income tax expense (benefit) are as follows:

2002 2001 2000
Current:
Feder al $10, 687 $10, 029 $32, 159
Non-U. S 4,116 5, 266 9, 278
State and
| ocal 1,271 614 4,198
16, 074 15, 909 45, 635
Def err ed:
Feder al 2,733 12, 700 333
Non- U. S 2,511 1,604 (2,051)
State and
| ocal (257) 2,239 (332)
4,987 16, 543 (2,050)
Tot al $21, 061 $32, 452 $43, 585

The differences between total inconme tax expense and the anpbunt conputed by
applying the statutory Federal incone tax rate to incone before incone
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taxes were as foll ows:

2002 2001 2000
Statutory rate of 35% applied to
pre-tax incone $30, 780 $40,614  $42,587
Ef fect of state and | ocal incone
t axes, net of Federal tax benefit 569 1, 854 2,513

Taxes (less than) in excess of

the U S. tax rate on non-U. S

earnings, including utilization

of tax loss carryforwards and

| osses with no benefit (1, 736) (5) 1, 454
Extraterritorial income

excl usion/foreign sal es

corporation (1, 347) (5, 319) (1, 437)
U S. tax (benefit) cost of

forei gn source incone (6, 623) 2,136 (95)
O her -- net (582) (6, 828) (1, 437)
Tot al $21,061  $32,452  $43,585
Effective tax rate 23. 9% 28. 0% 35. 8%

Total incone tax paynents, net of refunds, were $9,818 in 2002, $25,404 in
2001 and $35,699 i n 2000.

LI NCOLN ELECTRI C HOLDI NGS, | NC. AND SUBSI DI ARI ES
NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS -- Conti nued

NOTE G -- | NCOVE TAXES (Conti nued)

Signi ficant conponents of deferred tax assets and liabilities at
Decenmber 31, 2002 and 2001, were as foll ows:

2002 2001
Deferred tax assets:
Tax loss and credit
carryforwards $ 19, 453 $ 18, 245
State inconme taxes 3,158 2,541
Q her accrual s 9,075 14, 948
Enpl oyee benefits 5,753 6, 380
Pensi on obli gations 35, 766 5,183
O her 20, 233 13, 884
93, 438 61, 181
Val uati on al | owance (14, 993) (14, 198)
78, 445 46, 983

Def erred tax
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liabilities:
Property, plant and
equi pnent (39, 096) (35, 338)
Pensi on obli gations (1,141) (14, 945)
O her (16, 065) (16, 454)
(56, 302) (66, 737)
Tot al $ 22,143 $( 19, 754)

At Decenber 31, 2002, certain non-U S. subsidiaries had tax |oss
carryforwards of approximately $53,017 that will expire in various years
from 2003 through 2011, except for $28,591 for which there is no expiration
date.

The Conpany does not provide deferred i ncome taxes on unrem tted earnings
of non-U.S. subsidiaries, as such funds are deened pernmanently reinvested.
It is not practicable to calculate the deferred taxes associated with the
remttance of these investnents.

In assessing the realizability of deferred tax assets, the Conpany assesses
whether it is nmore likely than not that a portion or all of the deferred
tax assets will not be realized. The Conpany considers the schedul ed
reversal of deferred tax liabilities, projected future taxable incone, and
tax planning strategies in making this assessnent. At Decenber 31, 2002 a
val uation allowance of $14,993 relating principally to foreign tax |oss and
credit carryforwards, has been recorded agai nst these deferred tax assets
based on this assessnent. The Company believes it is nmore |likely than not
that the tax benefit of the net deferred tax assets will be realized. The
amount of net deferred tax assets considered realizable could be increased
or reduced in the future if the Company's assessnment of future taxable

i ncome or tax planning strategi es changes.

NOTE H -- RETI REMENT ANNU TY AND GUARANTEED CONTI NUOUS EMPLOYMENT PLANS

The Conpany and its subsidiaries maintain a nunber of defined benefit and
defined contribution plans to provide retirement benefits for enpl oyees in
the U S., as well as enployees outside the U S. These plans are mmintai ned
and contributions are nade in accordance with the Enpl oyee Retirenent

I ncome Security Act of 1974, |local statutory law or as determ ned by the
Board of Directors. The plans generally provide benefits based upon years
of service and conpensation. Pension plans are funded except for a donestic
non-qual i fi ed pension plan for certain key enpl oyees. Substantially al

U S. enpl oyees are covered under a 401(k) savings plan in which they may
invest 1% or nmore of eligible conpensation, limted to maxi mum anounts as
determ ned by the Internal Revenue Service. The plan provides for Conpany
mat chi ng contributions of 35%of the first 6% of enpl oyee conpensation
contributed to

LI NCOLN ELECTRI C HOLDI NGS, | NC. AND SUBSI DI ARl ES
NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS -- Conti nued

NOTE H -- RETI REMENT ANNUI TY AND GUARANTEED CONTI NUOUS EMPLOYMENT PLANS
(Conti nued)

the plan. The plan includes a feature in which participants could elect to
receive an annual Conpany contribution of 2% of their base pay in exchange
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for forfeiting certain benefits under the pension plan.

The changes in the pension plans' benefit obligations were as follows:

2002 2001

Obligation at January 1  $475, 418 $445, 634
Servi ce cost 15, 018 11, 768
I nterest cost 33, 264 31, 783
Parti ci pant

contributions 773 667
Pl an amendnent s 577 189
Actuarial | oss 26, 915 10, 062
Benefit paynents (25, 447) (23, 148)
Currency translation 5,181 (1,537)
ol igation at Decenber

31 $531, 699 $475, 418

The changes in the fair values of the pension plans' assets were as
fol | ows:

2002 2001
Pl an assets at January
1 $428, 460 $452, 697
Actual return on plan
assets (45, 893) (12, 057)
Enpl oyer contributions 21, 400 12,079
Parti ci pant
contri butions 786 668
Benefit paynents (25, 447) (23, 148)
Currency translation 4,774 (1,779)
Pl an assets at Decenber
31 $384, 080 $428, 460

2002 2001
Pl an assets (less than)
proj ected benefit
obl i gati ons $(147, 619) $(46, 958)
Unr ecogni zed net | oss 178, 682 67,594
Unr ecogni zed pri or
servi ce cost 7,711 8, 531
Unrecogni zed transition
assets, net (476) (861)

Net amount recogni zed
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in the bal ance sheets $ 38,298 $ 28, 306

2002 2001
Pr epai d pensi on cost $ 3, 345 $ 38,784
Accrued pension
liability (102, 881) (13, 779)
I nt angi bl e asset 7,620 1, 566
Accunul at ed ot her
conpr ehensi ve i ncome 130, 214 1,735
Net anobunt recognized in
the bal ance sheets $ 38,298 $ 28,306
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NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS -- Conti nued

NOTE H -- RETI REMENT ANNUI TY AND GUARANTEED CONTI NUOUS EMPLOYMENT PLANS
(Conti nued)

A mnimum pension liability adjustnent was recorded during the fourth
quarter as a liability with a correspondi ng decrease to sharehol ders
equity. At Decenber 31, 2002, the Conpany recorded an after-tax charge to
sharehol ders' equity of $79, 697.

The projected benefit obligation, accunul ated benefit obligation, and fair
val ue of plan assets for the U S. pension plans with accurul ated benefit
obligations in excess of plan assets were $482,943, $439, 604 and $346, 207,
respectively; as of Decenber 31, 2002 and $13, 100, $12,863 and $0,
respectively as of Decenber 31, 2001. The projected benefit obligation
accumul ated benefit obligation, and fair value of plan assets for the
non-U. S. pension plans with accumrul ated benefit obligations in excess of
pl an assets were $18, 455, $17,186 and $11, 874, respectively; as of
Decenber 31, 2002 and $15, 994, $14,842 and $11, 953, respectively as of
Decenmber 31, 2001.

A summary of the conponents of total pension expense was as foll ows:

2002 2001 2000
Service cost -- benefits
earned during the year $ 13,393 $ 11,768 $ 12,321
Interest cost on projected
benefit obligation 33, 264 31, 783 31,077
Expected return on plan
assets (37,461) (40, 117) (40, 733)
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Anprtization of transition

asset (437) (426) (436)

Anortization of prior

servi ce cost 1, 377 1, 339 1,177

Anortization of net |oss

(gain) 340 (21) (209)

Net pension cost of defined

benefit plans 10, 476 4,326 3,197

Defi ned contribution plans 4,387 3,629 2,040
Tot al pensi on expense $ 14, 863 $ 7,955 $ 5,237

Wei ght ed- aver age assunptions used in accounting for the defined benefit
pl ans as of Decenber 31, 2002 and 2001, were as follows:

2002 2001
Di scount rate 6.7% 7.2%
Rate of increase in
conpensati on 4.9% 4.9%
Expected return on plan
assets 9.1% 9.1%

The Conpany anticipates |owering the expected rate of return on plan assets
to approximately 8.8% for 2003. U.S. plan assets consist of fixed incone
and equity securities. Non-U S. plan assets are invested in non-U. S

i nsurance contracts and non-U. S. equity and fixed inconme securities. The
Conpany does not have, and does not provide for, any postretirenment or
post enpl oynent benefits other than pensions.

The C evel and, Onio, area operations have a Guaranteed Conti nuous

Enpl oynent Pl an covering substantially all enployees which, in general
provi des that the Conpany will provide work for at |east 75% of every
standard work week (presently 40 hours). This plan does not guarantee

enpl oyment when the Conpany's ability to continue normal operations is
seriously restricted by events beyond the control of the Conpany. The
Conpany has reserved the right to termnate this plan effective at the end
of a cal endar year by giving notice of such termination not |ess than six
nonths prior to the end of such year.
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NOTE | -- SEGVENT | NFORVATI ON

The Conpany's primary business is the design, manufacture and sale, in the
U S. and international nmarkets, of arc, cutting and other wel ding products.
The Conpany manages its operations by geographic |ocation and has three
reportabl e segments: the United States, Europe and all Qher Countries.
Each reporting segnent is nanaged separately because each faces a distinct
econoni ¢ environment, a different custoner base and a varying | evel of
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conpetition and market sophistication.
al l ocation is neasured based on incone before interest and i ncone taxes.
The accounting policies of the reportable segments are the same as those

descri

bed in Note A --

Signi ficant Accounting Policies.

information for the reportable segnents follows:

2002:

2001:

Uni t ed
St at es

Net sales to
unaffiliated
custoners

I nt er-segnent
sal es 54, 291

$612, 425

Tot al
| ncone before
i nterest and
i ncome taxes
I nt er est
i ncone
| nt erest
expense

$ 61, 449

| ncomre before
i ncome taxes
Total assets $598, 779
Capita
expendi t ures
Depr eci ation
and
anportization

18, 600

25,176

Net sales to
unaffiliated
custoners

I nt er - segnent
sal es 57,015

$639, 914

Tot a
| ncomre before
i nterest and
i ncome taxes
| nt erest
i nconme
I nt er est
expense

$ 91, 548

I ncomre before
i ncone taxes

Total assets
Capita
expendi t ur es
Depr eci ation
and
anortization

$488, 992
26, 620

25, 696

$204, 266
4,480

6, 040

$180, 087

$180, 101
5, 365

5,763

O her
Countries

$174, 542
4,829

5,824

$158, 876

$164, 413
3,914

5, 347

Segnent performance and resource

Fi nanci al

El i m nati onsConsol i dat ed

$ --
(101, 640)

$ (101, 640)
$ 696
$ (76, 318)
$ -
(96, 355)

$ (96, 355)
$ (146)
$ (52,195)
824

(601)

$ 994, 077

$ 93,760
3, 239
(9, 056)

$ 901, 269
27,909

37,040

$ 978,877

$ 120, 456
1,122
(5, 537)

$ 781, 311
36, 723

36, 205
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LI NCOLN ELECTRI C HOLDI NGS

I NC. AND SUBSI DI ARI ES

NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS -- Conti nued
NOTE | -- SEGVENT | NFORMATI ON ( Conti nued)
Uni t ed Q her
St ates Europe Countries Elimnations Consolidated
2000:

Net sales to
unaffiliated

custoners $705, 086 $185,340 $168,175 $ -- $ 1,058,601
I nt er-segnent

sal es 70, 146 12,108 21,936 (104, 190) - -

Tot al $775,232 $197,448 $190,111 $ (104,190) $ 1,058,601

| ncone before

i nterest and

i ncome taxes $104,238 $ 12,458 $ 10,650 $ 982 $ 128, 328
I nt er est

i ncone 732
| nt erest

expense (7,383)
| ncomre before

i ncome taxes $ 121, 677
Tot al assets $507,826 $184,703 $189,253 $ (91,503) % 790, 279
Capita

expendi t ures 20, 742 3, 545 10, 425 88 34, 800
Depr eci ation

and

anportization 23, 806 6, 191 5, 381 (666) 34,712

The United States segnment for 2002 includes rationalization charges of

$8, 358, while the European and Other Countries segnents include
rationalization charges of $1,057 and $1, 053, respectively (see Note E)

The European segnent for 2001 includes a pre-tax gain of $3,087 relating to
the sale of property and a pre-tax charge of $1,144 relating to severance
and redundancy charges. The United States segment for 2000 included a net
charge of $13,399 for costs associated with the | apsed Charter plc offer,
net of proceeds fromsettlenment of a dispute with one of the Company's
product liability insurance carriers.

I nter-segment sal es between reportable segnents are accounted for at prices
conparable to normal custonmer sales and are elimnated in consolidation
Export sal es (excluding interconpany sales) fromthe United States were
$63, 248 in 2002, $58,489 in 2001 and $60,223 in 2000. No individua

customer conprised nore than 10% of the Conpany's total revenues for the
three years ended Decenber 31, 2002.

The geographic split of the Conpany's net sales, based on country of
origin, and property, plant and equi prent was as foll ows:
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2002 2001 2000
Net sal es:
United States $549, 178 $581,425 $ 644,863
Foreign countries 444, 899 397, 452 413,738
Tot al $994, 077 $978,877  $1, 058, 601
Property, plant and
equi prent :
United States $166, 339 $177,823 $ 172,838
Foreign countries 108, 780 97, 434 99, 706
El i m nations (3, 266) (4, 286) (3,531)
Tot al $271, 853 $270,971 $ 269,013

Net sal es derived from custoners and property, plant and equi pnent in any
i ndi vidual foreign country were not material for disclosure.
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NOTE J -- ACQUI SI TI ONS

During January 2002, the Conpany acquired 85% of Bester S. A, a |leading
manuf act urer of wel di ng equi pment | ocated in Poland, for $7,780, including
assuned debt. During 2002, the Conpany al so acquired an additional 6% of
Bester through additional investnents totaling $3,500, of which $1,500 has
been paid as of Decenber 31, 2002.

In Decenber 2001, the Conpany acquired 100% of Messer Sol daduras de
Venezuel a S. A., a |l eadi ng nmanufacturer of consunabl e wel di ng products
| ocated in Venezuela, for $3,382, including assuned debt.

On April 26, 2000, the Conpany nade a cash offer in the United Kingdomto
purchase all of the outstanding shares of Charter plc, a British industria
hol di ng conpany. In Cctober 2000, the Conpany's offer to purchase Charter
plc lapsed. As a result, the acquisition was not conpleted and the Conpany
recorded an additional after-tax charge of $11, 608 ($0.27 per diluted
share) during the fourth quarter of 2000 representing renaining costs
associated with the | apsed bid. For the year, the Conpany recorded tota
non-recurring charges of $13,399 ($8,126 after-tax) in Qher incone
(expense). O this anpbunt, the quarter ended June 30, 2000, included a net
gai n of $10,183 (%$6,273 after-tax) principally related to proceeds received
in settlement of a dispute with one of the Conpany's product liability

i nsurance carriers. In addition, the quarter ended Septenber 30, 2000,

i ncluded a net charge of $4,396 ($2,791 after-tax) principally related to
costs of foreign currency options purchased in connection with the | apsed
Charter plc bid. During the period in which the Charter acquisition was
pendi ng, the Conpany had suspended divi dend payments and its share
repurchase program both were re-instituted in Decenmber 2000 upon | apse of
the offer.
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During the first quarter of 2000, the Company acquired a 35%equity
interest in Kuang Tai, a Tai wan-based manufacturer of welding wire, for
$16, 774 and 100% of C.I.F.E. S.r.l., an Italian-based manufacturer of MG
wire, for $19,510, including assumed debt, which was accounted for as a
pur chase.

NOTE K -- FAIR VALUES OF FI NANCI AL | NSTRUMENTS

The Conpany has various financial instruments, including cash, cash
equi val ents, short- and long-termdebt and forward contracts. The Conpany
has determned the estinmated fair value of these financial instrunents by
usi ng avail abl e market infornation and appropriate val uati on net hodol ogi es
that require judgment.

The Conpany enters into forward exchange contracts to hedge foreign
currency transactions on a continuing basis for periods consistent with its
exposures. This hedging mninzes the inpact of foreign exchange rate
noverments on the Conpany's operating results. The total notional val ue of
forward currency exchange contracts was $26,060 at Decenber 31, 2002 and
$41, 032 at Decenber 31, 2001, which approximated fair val ue.

The Conpany entered into floating rate interest rate swap agreements with
notional anounts totaling $80,000, to convert a portion of the outstanding
Notes fromfixed to floating rates (see Note D). The fair value of these
swaps at Decenber 31, 2002 was $9, 893.
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NOTE K -- FAIR VALUES OF FI NANCI AL | NSTRUMENTS ( Conti nued)

The carrying anpbunts and estimated fair value of the Conpany's significant
financial instrunents at Decenber 31, 2002 and 2001, were as foll ows:

Decenber 31, 2002 Decenber 31, 2001
Carrying Fair Carrying Fair
Anount s Val ue Anount s Val ue
Cash and cash
equi val ent s $176,076  $176,076  $23,493  $23, 493
Mar ket abl e securities 4,881 4,881 52 52
Interest rate swaps 9,893 9,893 - - - -
Not es payable to
banks 945 945 13, 163 13, 163
Long-t erm debt
(i ncluding current
portion) 187, 579 193, 158 37,615 37, 289

NOTE L -- OPERATI NG LEASES

The Conpany | eases sal es offices, warehouses and distribution centers,

of fice equi pnent and data processing equi prment. Such | eases, some of which
are noncancel abl e and, in many cases, include renewals, expire at various

dat es. The Company pays nost nmi ntenance, insurance and taxes relating to
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| eased assets. Rental expense was $10, 150 in 2002, $8,887 in 2001 and
$8, 931 in 2000.

At Decenber 31, 2002, total future mninmmlease paynments for noncancel abl e
operating |l eases were $8,068 in 2003, $4,937 in 2004, $3,467 in 2005,
$2,424 in 2006, $1,009 in 2007 and $126 thereafter.

NOTE M -- CONTI NGENCI ES

The Conpany, |ike other manufacturers, is subject fromtinme to time to a
variety of civil and adm nistrative proceedings arising in the ordinary
course of business. Such clains and litigation include, without limtation
product liability clainms and health, safety and environnmental clainms, sone
of which relate to cases all eging asbestos and nanganese induced ill nesses.
The Conpany believes it has neritorious defenses to these clains and
intends to contest such suits vigorously. Al costs associated with these
clainms, including defense and settlenents, have been inmaterial to the
Conpany's consolidated financial statenents. Based on the Conpany's

hi storical experience in litigating these claims, including a significant
nunber of disnmissals, summary judgnents and defense verdicts in many cases
and immaterial settlenment amobunts, as well as the Conpany's current
assessment of the underlying nmerits of the clainms and applicabl e insurance,
the Conpany believes resolution of these clains and proceedi ngs,
individually or in the aggregate, will not have a material adverse inpact
upon the Conpany's consolidated financial statenents.

The Conpany has provided a guarantee on a loan for a joint venture. The
Conpany believes the likelihood is renote that material paynent will be
requi red under this arrangenent. The Conpany's estimated naxi mum exposure
under this arrangenent at Decenber 31, 2002 was approxi mately $2, 000.
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NOTE N -- QUARTERLY FI NANCI AL DATA ( UNAUDI TED)

2002 Mar 31 Jun 30 Sep 30 Dec 31
Net sal es $248, 343 $259, 715 $247, 486 $238, 533
G oss profit 74,048 81, 565 73,217 71,195

I ncome before incone taxes

and the cunul ative effect

of a change in accounting

principle 13, 321 26, 324 24, 442 23, 856
Net income (I o0ss) (27, 123) 19, 713 18, 328 18, 357
Basi c earni ngs per share

before the cumul ative

effect of a change in

accounting principle $ 0.25 $ 0.47 $ 0.43 $ 0.44
Cumul ative effect of a

change in accounting

principle, net of tax (0.89) -- -- --
Basi ¢ earnings (loss) per

share $ (0.64) $ 0.47 $ 0.43 $ 0.44

Di | uted earni ngs per share
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before the cunul ative

effect of a change in

accounting principle $ 025 $ 0.46 $ 0.43 $ 0.43
Currul ative effect of a

change in accounting

principle, net of tax (0.88) -- -- --

Di |l uted earnings (loss)

per share $ (0.63) $ 0.46 $ 0.43 $ 0.43
2001 Mar 31 Jun 30 Sep 30 Dec 31

Net sal es $252, 623 $249, 346 $239, 915 $236, 993

Gross profit 83, 433 79, 992 73,185 70,716

I ncome before incone

t axes 31, 444 31, 162 24, 831 28, 604

Net incone 21, 980 21,782 19,193 20, 634

Basi ¢ earni ngs per

share $ 0.52 $ 0.51 $ 0.45 $ 0.49

Di | uted earni ngs per

share $ 0.52 $ 0.51 $ 0.45 $ 0.48

The quarter ended March 31, 2002, includes a net pre-tax charge of $10, 468
($7,045 after-tax) relating to the Conpany's rationalization program (see
Note E) and a pre-tax charge for the cunul ative effect of an accounting
change of $38, 307 ($37,607 after-tax) (see Note A).

The quarter ended Decenber 31, 2001, includes a net pre-tax gain of $1,943
(%1, 263 after-tax) related to a $3,087 gain ($2,007 after-tax) on the sale
of property, partially offset by a charge of $1,144 ($744 after-tax)
relating to severance and redundancy costs in Europe.

The quarterly earnings per share (EPS) anpbunts are each cal cul ated

i ndependently. Therefore, the sumof the quarterly EPS ampbunts may not
equal the annual totals.

SCHEDULE 11 -- VALUATI ON AND QUALI FYI NG ACCOUNTS
LI NCOLN ELECTRI C HOLDI NGS, | NC. AND SUBSI DI ARl ES

(I'n thousands of dollars)

Addi ti ons
(1)
Charged to
Bal ance at Charged to ot her Bal ance
begi nning costs and accounts (2) at end

Descri ption of period expenses (describe) Deductions of period
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(1)
(2)

Al | owance for
doubt fu
accounts:

Year ended
Decenmber 31,
2002 $
Year ended
Decenmber 31,
2001 $
Year ended
Decenmber 31,
2000 $

-- Currency transl ation adjustnent.

-- Uncol | ect abl e accounts written-off,

4,811 $

4,708 $

3,687 $

5, 260

2,156

2,332

53

$

$

$

977

(803)

(192)

net of

$ 4,243 $ 6,805

$ 1,250 $ 4,811

$ 1,119 $ 4,708

recoveri es.
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LI NCOLN ELECTRI C HOLDI NGS

EXH BIT 21

I NC. AND SUBSI DI ARI ES

SUBSI DI ARI ES OF THE REGQ STRANT

The Conpany's subsidiaries and joint ventures are listed in the follow ng

t abl e:

Bester S. A

The Lincoln Electric

Conpany

Harris Calorific Limted

Harris Calorific
Harris Calorific
I ndal co Al'l oys,

S.r.
, Inc.
I nc.

I nversiones LyL S. A

Kaynak Tekni gi Sanayi
Ticaret A'S

Kuang Tai Meta

I ndustrial Co., Ltd.

ve

Lincoln Electric (U K)

Limted
Li ncoln Electric
Argentina, S. A

Li ncol n El ectric Conpany
(Australia) Proprietary

Limted

Li ncol n El ectric Conpany
of Canada Limted

Lincoln Electric
Brasil Ltda.

Do

Li ncoln Electric France

S. A

Lincoln Electric
| nt ernati onal
I nc.

Hol di ngs,

Lincoln Electric Italia

S.r.

Cl.F.E S.r.
Lincoln Electric
Mexi cana, S. A d
Lincoln Electric

Manuf act ur a,

C. V.

Li ncol n Electric Norge
AS

Li ncoln Electric

Phi | i ppi nes, Inc

Li ncol n @ obal

Li ncoln Smtweld
Li ncoln Sm twel d
Li ncol n-KD, S. A
Li ncoln Electric
Venezuel a, C A
PT Lincol n El ect
| ndonesi a

Sacit S.r.

e C VWV

S. A de

I nc.
B.V
GrbH

ric

COUNTRY OF
| NCORPORATI ON

Pol and

United States

I rel and

Italy

United States
Canada

Chile

Tur key
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EXH BI T 23
CONSENT OF | NDEPENDENT AUDI TORS

We consent to the incorporation by reference in the follow ng registration
statenents of our report dated January 29, 2003, with respect to the
consol idated financial statements and schedul e of Lincoln Electric

Hol di ngs, Inc. and subsidiaries included in the Annual Report (Form 10-K)
for the year ended Decenber 31, 2002:

Form S-8 Registration Statenent of Lincoln Electric Holdings, Inc.
for the Stock Option Plan for Non-Enpl oyee Directors (Form S-8 No. 333 -
49976)

Form S-8 Regi stration Statenment of Lincoln Electric Holdings, Inc.
for the 1998 Stock Option Plan (Form S-8 No. 333 - 58305)

Post -effective Amendnent No. 1 to Form S-8 Regi stration Statenent
of Lincoln Electric Holdings, Inc. (as successor to The Lincoln Electric
Conpany) for The Lincoln Electric Conmpany Enpl oyee Savi ngs Pl an
(Form S-8 No. 033 - 64187)

Post-effecti ve Anendnent No. 1 to Form S-8 Registration Statement
of Lincoln Electric Holdings, Inc. (as successor to The Lincoln Electric
Conpany) for The Lincoln Electric Conpany 1988 I ncentive Equity Pl an
(Form S-8 No. 033 - 25210)

Post-effective Arendnent No. 1 to Form S-8 Regi stration Statenent
of Lincoln Electric Holdings, Inc. (as successor to The Lincoln Electric

Conpany) for the 1995 Lincoln Stock Purchase Plan (Form S-8 No. 033 -
64189)

/'s/ ERNST & YOUNG LLP

Cl evel and, Chio
February 11, 2003
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EXH BIT 24
PONER OF ATTORNEY
Directors of Lincoln Electric Holdings, Inc.

Each of the undersigned Directors of Lincoln Electric Holdings, Inc.
hereby appoi nts Anthony A Massaro, H Jay Elliott and Frederick G
St ueber, and each of them as attorneys for the undersigned, with ful
power of substitution and resubstitution, for and in the nanme, place and
stead of the undersigned in the capacity specified, to prepare or cause to
be prepared, to execute and to file with the Securities and Exchange
Comm ssion under the Securities Exchange Act of 1934, as anmended (the
"Act"), an annual report on Form 10-K for the year ended Decenber 31, 2002
relating to Lincoln Electric Holdings, Inc., such other periodic reports as
may be required pursuant to the Act, amendnments and exhibits to any of the
foregoing and any and all other docunments to be filed with the Securities
and Exchange Conmi ssion or el sewhere pertaining to such reports, with ful
power and authority to take any other action deenmed necessary or
appropriate to effect the filing of the docunents.

Executed the date set

/sl Ant hony A.
Massar o

Ant hony A. Massaro,
Director

February 14, 2003

forth bel ow

/'s/ John M Stropk

John M Stropki,
Di rector
February 14, 2003

/s/ Harold Adams

Har ol d Adarms,
Di rector
February 14, 2003

/'s/ Ranko Cucuz /sl Harry Carl son /sl David H
------------------------------------------ Gunni ng

Ranko Cucuz, Harry Carlson, = -----ommmii oo
Di rector Di rector David H. Qunning,

February 14, 2003

/'s/ Edward E. Hood,
Jr.

Edward E. Hood,
Jr., Director
February 14, 2003

/sl G Russell

Li ncol n

G Russell Lincoln
Di rector

February 14, 2003

/'s/ Hellene S.

Runt agh

Hel | ene S. Runt agh
Di rector

February 14, 2003

February 14, 2003

/sl Paul E. Lego
Paul E. Lego,
Director

February 14, 2003

/sl Kathryn Jo

Li ncol n

Kat hryn Jo Lincol n,
Director

February 14, 2003

/sl Frank L.

St ei ngass

Frank L. Steingass,
Director

February 14, 2003

56

Di rect or
February 14, 2003

/s/ David C.
Li ncol n

David C. Lincoln,
Di rector
February 14, 2003

/ Henry L. Meyer

—_—
-0

Henry L. Meyer 111,
Di rector
February 14, 2003
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EXHI BIT 99.1

CERTI FI CATI ON PURSUANT TO
18 U. S. C. SECTI ON 1350,
AS ADOPTED PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of Lincoln Electric
Hol di ngs, Inc. (the "Conpany") for the Twel ve nont hs ended Decenber 31
2002, as filed with the Securities and Exchange Conm ssion on the date
hereof (the "Report"), each of the undersigned officers of the Conpany
certifies, pursuant to 18 U S. C 1350, as adopted pursuant to 906 of
t he Sarbanes-Oxl ey Act of 2002, that, to such officer's know edge:

(1) The Report fully conplies with the
requi renents of Section 13(a) or 14(d) of
the Securities Exchange Act of 1934; and

(2) The information contained in the Report
fairly presents, in all nmaterial respects,
the financial condition and results of
operations of the Conpany as of the dates
and for the periods expressed in the
Report.

Date: February 14, /'s/ Anthony A. Massaro
2003 e
Ant hony A. Massaro
Chai rman, President and
Chi ef Executive
Oficer

/sl H Jay Elliott

H Jay Elliott

Seni or Vice President,
Chi ef Fi nanci al

O ficer and Treasurer

The foregoing certification is being furnished solely pursuant to 18
U s C 1350 and is not being filed as part of the Report or as a separate
di scl osure docunent.
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