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TurboChef Technologies, Inc.
Condensed Balance Sheets

(Amounts in Thousands, Except Share Data)

June 30,
2003

December 31,
2002

(Unaudited)
Assets

Current assets:
Cash $ 172 $ 629
Accounts receivable net of allowance for doubtful accounts of $262 and $169 at June 30, 2003 and December 31, 2002, 
respectively 488 1,682
Accounts receivable�other 735 735
Inventory 1,689 1,954
Prepaid expenses 56 79

Total current assets 3,140 5,079

Property and equipment, net 74 170
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Other 100 138

Total assets $ 3,314 $ 5,387

Liabilities and Stockholders� Deficit
Current liabilities:
Accounts payable $ 1,405 $ 1,113
Accounts payable�other 1,445 1,445
Accrued expenses 331 583
Deferred revenue 342 �
Notes payable 1,359 1,359
Accrued upgrade and warranty costs 875 1,046

Total current liabilities 5,757 5,546

Commitments and contingencies (Notes 2 and 3)

Stockholders� deficit:
Preferred stock, $1.00 par value and $100.00 stated value. Authorized 5,000,000 shares. 30,000 issued at March 31, 2003
and December 31, 2002, respectively 2,430 2,430
Common stock, $.01 par value. Authorized 50,000,000 shares. Issued 19,419,240 and 19,058,526 shares at June 30, 2003
and December 31, 2002, respectively 194 191
Additional paid-in capital 46,761 46,513
Accumulated deficit (48,781) (46,312)
Notes receivable for stock issuances (2,596) (2,530)
Treasury stock�at cost 32,130 shares in 2003 and 2002 (451) (451)

Total stockholders� deficit (2,443) (159)

Total liabilities and stockholders� deficit $ 3,314 $ 5,387

The accompanying notes are an integral part of these financial statements.
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TurboChef Technologies, Inc.
Unaudited Interim Condensed Statements of Operations

(Amounts in Thousands, Except Share Data)

Three Months Ended June 30, Six Months Ended June 30,

2003 2002 2003 2002

Revenue�Product sales $ 612 $ 905 $ 2,836 $ 2,734

Costs and expenses:
Cost of goods sold 347 414 1,521 1,413
Research and development expenses 267 79 487 184
Selling, general and administrative expenses 1,641 2,199 3,247 4,203

Total costs and expenses 2,255 2,692 5,255 5,800

Operating loss (1,643) (1,787) (2,419) (3,066)

Other income:
Interest income 32 36 66 79
Interest expense � (24) � (26)
Other income (3) (1) 4 2
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29 11 70 55

Net loss $ (1,614) $ (1,776) $ (2,349) $ (3,011)

Preferred stock dividends (60) (60) (119) (155)

Net loss applicable to common stockholders $ (1,674) $ (1,836) $ (2,468) $ (3,166)

Loss per common share�basic and diluted $ (0.09) $ (0.10) $ (0.13) $ (0.17)

Weighted average number of common shares outstanding�basic and 
diluted 19,419,240 19,046,644 19,241,872 18,746,323

The accompanying notes are an integral part of these financial statements.
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TurboChef Technologies, Inc.
Unaudited Interim Condensed Statements of Cash Flows

(Amounts in Thousands)

Six Months
Ended June 30,

2003 2002

Cash flows from operating activities:
Net loss $ (2,349) $ (3,011)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 229 274
Non-cash interest on notes receivable from employees and directors (66) (65)
Non-cash compensation expense 13 24
Changes in operating assets and liabilities:
Accounts receivable 1,092 (737)
Bad debt reserve 101 �
Inventories 140 (850)
Prepaid expenses and other assets 53 61
Accounts payable 292 657
Accrued expenses (303) (150)
Deferred revenue 342

Net cash used in operating activities (456) (3,797)

Net cash used in investing activities�Purchase of equipment and leasehold improvements (1) (40)

Cash flows from financing activities:
Payment of broker commission on the sale of common stock � (25)
Repayments of notes receivable from employees � 8
Proceeds from the exercise of stock options � 48

Net cash provided by financing activities � 31

Net increase (decrease) in cash and cash equivalents (457) (3,806)
Cash and cash equivalents at beginning of period 629 4,498
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Cash and cash equivalents at end of period $ 172 $ 692

Supplemental disclosures of noncash activities:
Noncash investing activity�accrued preferred stock dividend $ 119 $ 155

Noncash investing activity�payment of preferred stock dividends through the issuance of common stock $ 240 $ 363

Noncash financing activity�conversion of preferred stock $ � $ 2,100

The accompanying notes are an integral part of these financial statements.
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TURBOCHEF TECHNOLOGIES, INC.
Notes to Condensed Financial Statements

(Unaudited)
June 30, 2003

1) Basis of Presentation

TurboChef Technologies, Inc. (�TurboChef� or �the Company�) was incorporated in the State of Delaware on April 3, 1991. The Company is
engaged primarily in designing, developing and marketing its proprietary rapid cook technologies. TurboChef�s proprietary rapid cook oven,
which requires no ventilation, employs a combination of high speed forced air and microwave energy to �cook-to-order� a variety of food products
at faster speeds and to quality standards comparable and in many instances superior to other conventional commercial and residential ovens
currently available.

The Company�s commercial oven employs the Company�s proprietary cooking technologies to quickly, efficiently and evenly transfer, disperse
and control the heat used in the cooking process. In addition, because of the TurboChef oven�s moisture retention, browning, crisping and
toasting capabilities, the Company believes that the characteristics of most food items cooked in a TurboChef oven (including their flavor,
texture and appearance) are superior in quality to those achieved using most other cooking methods.

The Company believes its primary markets are with commercial food service operators throughout North America, the United Kingdom, Europe
and Asia. Management believes that the Company operates in one primary business segment.

The financial statements of the Company as of June 30, 2003 and 2002, included herein have been prepared pursuant to the rules and regulations
of the Securities and Exchange Commission (�SEC�) and have not been audited by independent public accountants. In the opinion of management,
all adjustments (which consisted only of normal recurring accruals) necessary to present fairly the financial position and results of operations
and cash flows for all periods presented have been made. Pursuant to SEC rules and regulations, certain information and footnote disclosures
normally included in financial statements prepared in accordance with accounting principles generally accepted in the United States of America
(�GAAP�) have been condensed or omitted from these statements unless significant changes have taken place since the end of the most recent
fiscal year. The December 31, 2002 balance sheet was derived from audited financial statements and notes included in the Company�s Annual
Report on Form 10-K for the year ending December 31, 2002, but does not include all disclosures required by GAAP. It is suggested that these
financial statements be read in conjunction with the financial statements and notes included in the aforementioned Form 10-K. The results of
operations for the three and six months ended June 30, 2003 are not necessarily indicative of the results to be expected for the full year.

Certain amounts in prior period�s financial statements have been reclassified to conform to current year presentation.

Basic net loss per common share is based on 19,419,240 and 19,046,644 weighted average shares outstanding for the three months ended June
30, 2003 and 2002, respectively. Basic net loss per common share is based on 19,241,872 and 18,746,323 weighted average shares outstanding
for the six months ended June 30, 2003 and 2002, respectively. For the three month periods and six month periods ended
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June 30, 2003 and 2002, the Company did not report any incremental shares of potentially dilutive stock, as their effect was anti-dilutive.
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2) Liquidity

TurboChef�s capital requirements in connection with its product and technology development and marketing efforts have and will continue to be
significant. Additional capital will be required to conduct normal business operations. Since its inception, the Company has incurred significant
operating losses and the losses may continue.

Although revenues from sales of C-3 ovens improved in 2002 and through the first half of 2003, the Company has been unable to raise the
necessary capital to continue normal business operations. As of August 8, 2003, the Company had cash and cash equivalents totaling
approximately $80,000 and accounts receivable totaling approximately $500,000. Consequently, the Company has had to delay payments to
critical suppliers of parts, has not purchased additional C-3 ovens from its manufacturer, Shandong Xiaoya (�Xiaoya�) since February 2003 and is
delaying payments on accounts payables to preserve cash. If the Company�s cash position does not improve in the very near future the Company
would have to further curtail or cease its operations.

The Company anticipates that its current cash on hand, collections of its accounts receivable and cash from anticipated sales of ovens will be
sufficient to meet certain of its critical obligations, primarily payroll, for the next few months after which time the Company will require
additional financing to continue its operations. However, the Company does not have sufficient funds to repay existing obligations to a number
of vendors and it is possible that one or more of these vendors may take legal action against the Company. In the event the Company�s cash
position does not improve, the Company will not be able to purchase C-3 ovens, additional parts and components to manufacture C-3 ovens or
meet other critical obligations. The Company believes that it will sell its entire inventory of C-3 ovens in the third quarter of 2003 and will have
no inventory to satisfy future sales unless the Company can purchase additional ovens from its manufacturer. Together, these factors impact the
availability of oven inventory required to generate sales in future periods and the Company�s ability to continue as a going concern. The
Company continues to explore financing alternatives. However, no assurance can be made that the Company will generate the necessary sales of
ovens or obtain proceeds from the sale of securities or other financing sources to generate the necessary working capital. As a result of these
conditions, the independent certified public accountant�s report on the Company�s financial statements for the year ended December 31, 2002
contains an explanatory paragraph regarding the Company�s ability to continue as a going concern.

The Company has, and will continue to hold inventory, to the extent of available funding, due to its long manufacturing cycle. As of June 30,
2003, the Company held $855,000 of finished goods inventory (ovens)(including $196,000 in inventory for one customer who ordered and paid
for 50 ovens in March 2003 but requested future shipment) and $834,000 of parts inventory (used for manufacturing and service). The Company
offers demonstration inventory free of charge or at reduced prices to certain potentially large customers, who wish to test and evaluate an oven
prior to purchase. Of the $855,000 held in finished goods inventory, approximately $261,000 is currently being held under a Warehouseman�s
Lien due to non-payment on duty, freight and storage fees. The Company is currently working with this vendor to release ovens on a pro-rata
basis.

In March 2002, the Company agreed to purchase 5,000 C-3 ovens from Xiaoya totaling approximately $14 million over a seventeen month
period. In addition, in connection with the manufacturing agreement the Company will be required to use working capital to
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purchase certain component parts that will be supplied to Xiaoya for use in the ovens. Although the Company entered into the agreement with
Xiaoya in anticipation that its sales of C-3 ovens would increase from then current levels, there can be no such assurance that any sales will
materialize. The Company does not currently have a significant number of purchase orders or firm commitments to meet its purchase
commitments in the future. In December 2002, this purchase requirement was extended for an additional 12 months to August 2004 and the
Company agreed to purchase a minimum of 200 ovens per month.

Due to the Company�s current cash position, the Company has not purchased any ovens since February 2003. As of July 31, 2003, the Company
was 1,160 units or $3.4 million behind in its required purchases under the contract. In addition, the Company owes Xiaoya $244,000 for units
shipped during February 2003. As a result, Xiaoya may terminate the agreement at any time and seek monetary damages. Although the
Company believes that production will restart if it receives adequate financing, there are no assurances that this will occur. If Xiaoya were to
terminate this agreement, the agreement provides that the Company would be responsible for the purchase of all remaining ovens, unused parts,
employee severance and manufacturing equipment at the factory. The amounts that Xiaoya could claim would be in excess of $1 million. In
addition, Xiaoya could claim that the Company could be held liable for the balance of the units due under the 5,000 unit purchase commitment
(approximately 4,000 units). At this time, Xiaoya has not asserted its rights to terminate the contract and has been working with the Company to
try to restart oven production. However, the Company has been informed by Xiaoya that if it does not begin purchasing ovens, Xiaoya would
shut down. Management is communicating with Xiaoya and expects to maintain the manufacturing relationship if new funding becomes
available. The accompanying financial statements do not reflect any accrual related to the non-performance under the Xiaoya agreement. Xiaoya
is currently the Company�s sole supplier of C-3 ovens.
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The Company currently has $393,000 of parts inventory and equipment at the Xiaoya facility. If the Company is unable to raise additional equity
to restart production or if Xiaoya were to terminate the contract, the Company may no longer have access to these parts. The Company currently
does not have any employees at the Xiaoya facility.

In September 1999, the Company entered into an agreement to upgrade and warranty 262 ovens installed for Whitbread Group PLC
(�Whitbread�). The Company received approximately $1.4 million from Whitbread to complete the upgrade and provide a three-year extended
warranty on each of the ovens. The oven upgrades include design changes that were to substantially increase the life and durability of the ovens.
These upgrades were completed in February 2000. The $1.4 million in fees had been used to offset expenses relating to the upgrade and
warranty as incurred. During 2000, the Company accrued an additional $985,000, for expenses in excess of payments received from Whitbread,
relating to the completion of the upgrade and repairs during the remainder of the warranty period. No additional costs were incurred during
Fiscal 2001. In February 2002, the Company and Whitbread entered into an agreement to terminate the upgrade and warranty agreement
originally purchased in September 1999. Under the new agreement, TurboChef was required to pay Whitbread £460,000 (approximately
$670,000) plus VAT (value added tax) over a 24 month-period. In return, Whitbread would release TurboChef from its obligation to continue its
warranty on the 262 older model ovens. On signing the agreement, TurboChef made an initial payment to Whitbread of £50,000 (approximately
$72,000) plus VAT and is further required to pay £15,000 (approximately $22,000) plus VAT a month for the next 24 months, with a final
payment of £50,000 plus VAT due the final month. The Company has not made the November 2002 through August 2003 payments and is
currently in default of the agreement. As a result of the default, the estimated warranty liability was recalculated, resulting in an additional
estimated warranty liability of $190,000.
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In November 2001, the Company purchased $504,000 of parts and oven inventory from it�s former strategic alliance partner, Maytag Corporation
(�Maytag�). The Company paid $177,000 in cash and issued a promissory note in the amount of $327,000 for the remaining balance of this
purchase. The note was payable in two installments of $131,000 payable in May 2002 and $196,000 payable in November 2002 plus accrued
interest. The interest rate of this note is the prime rate, as published in The Wall Street Journal, plus 2%. The Company has not made any
payments on the note and is currently in default. As of the date of the default, the interest rate of this note increased to the prime rate, as
published in The Wall Street Journal, plus 5% (9.00% as of June 30, 2003). On January 6, 2003, Maytag obtained a summary judgment against
TurboChef in the amount of $359,372, which is included in notes payable. The parties are negotiating a settlement of all outstanding issues.
There can be no assurance that a settlement will be reached, or that if reached, the settlement will be favorable to the Company.

In the first quarter of 2002, the Company expanded its direct sales and marketing efforts. As a result of slower than anticipated sales of ovens the
Company has taken actions to reduce the level of fixed overhead. In the second quarter of 2002, the Company closed its United Kingdom office
and reduced its sales personnel. During the third quarter of 2002, the Company made the decision to close its New York office, which was
closed on January 31, 2003, and consolidate all activities into the Company�s Dallas office. These changes are expected to result in annual cost
savings of $1,500,000 which may be offset in part by the Company�s increased use of outsourced support services. The Company will also
consider hiring new employees when the Company believes it has the necessary resources to do so. The Company does not currently anticipate
any significant increases in lease payments or any other long-term fixed obligations from current levels during fiscal 2003.

In July 2002, the Company issued a non-interest bearing promissory note in the amount of $1,000,000 to Grand Cheer Company Limited (�Grand
Cheer�), a principal stockholder of the Company, which was secured by 350 C-3 ovens. The Company agreed to repay the note by making
payments of approximately $2,800 per oven within five days of receipt of when cash was received from the sale of the ovens. All of the ovens
were sold and cash received but no payment was made to Grand Cheer. The note was due on October 15, 2002. The provisions of the note also
provided that if the Company did not repay the note in full by October 15, 2002, all remaining unvested warrants (666,667 warrants) previously
issued to Grand Cheer would immediately vest. In connection with the issuance of the note, the Company incurred a non-cash finance charge of
$200,000 which was payable by offsetting the exercise price of the 1,000,000 warrants previously issued to Grand Cheer upon its purchase of
the Company�s Series B Convertible Preferred Stock. Grand Cheer is disputing that the $200,000 finance charge should be applied to the
purchase of warrants, rather than the offsetting in the exercise price. This would result in the issuance of 166,667 shares of new stock and the
remaining 833,333 warrants would remain at the original $1.20 per share strike price. No action has been taken by the Company in regards to
this dispute. The $200,000 finance charge was recorded as interest expense during the third quarter of 2002. The Company has not made any
payments under this note, which is in default and is currently due and payable. Failure to restructure the loan would have a material adverse
effect on the Company.

3) Long-Term Contracts

In February 2002, the Company and Whitbread entered into an agreement to terminate an extended warranty originally purchased by Whitbread
from the Company in September 1999. Under the new agreement, TurboChef was required to pay Whitbread £460,000 (approximately
$670,000) plus VAT (value added tax) over a 24 month period, beginning in March 2002. In return, Whitbread was to release TurboChef from
its obligation to continue its warranty on 262 older model ovens. On signing the agreement, TurboChef made an initial payment to Whitbread of
£50,000 (approximately $72,000) plus VAT and thereafter agreed to pay £15,000 (approximately $22,000) plus VAT for 24 months, with a final
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payment of £50,000 plus VAT due the final month. The Company has not made the November 2002 through August 2003 payments and is
currently in default of the agreement. For additional information, see Note 2.

In March 2002, the Company agreed to purchase 5,000 C-3 ovens from Xiaoya totaling approximately $14 million over a seventeen month
period. In addition, in connection with the manufacturing agreement the Company will be required to use working capital to purchase certain
component parts that will be supplied to Xiaoya for use in the ovens. Although the Company entered into the agreement with Xiaoya in
anticipation that its sales of C-3 ovens would increase from then current levels, there can be no such assurance that any sales will materialize.
The Company does not currently have a significant number of purchase orders or firm commitments to meet its purchase commitments in the
future. In December 2002, this purchase requirement was extended for an additional 12 months to August 2004 and the Company agreed to
purchase a minimum of 200 ovens per month.

Due to the Company�s current cash position, the Company has not purchased any ovens since February 2003. For additional information, see
Note 2.

4) Litigation

In 2001, the Company commenced an arbitration proceeding in Texas against its former strategic partner, Maytag. In July 2002, in response to
an Iowa court proceeding brought by Maytag which is discussed below, the Company filed an amended arbitration claim removing two of the
Company�s pending claims from the Texas arbitration. Those claims have been filed in the Boston arbitration discussed below. Maytag has made
certain counterclaims against the Company in the Texas arbitration and is seeking in excess of $70 million in damages under its counterclaims.

The Company believes that Maytag�s Texas claims are without merit and intends to vigorously defend against Maytag�s allegations.

In May 2002, Maytag filed a complaint in Iowa federal court seeking, among other things, to require that two of the Company�s claims originally
filed and pending in the Texas arbitration be decided only in a separate arbitration proceeding in Boston, Massachusetts. Maytag�s complaint in
the Iowa proceeding also alleges that the Company publicized false and misleading statements about Maytag�s use of the Company�s intellectual
property in its residential appliances in a January 2002 press release and in certain other unidentified statements. Based upon this allegation,
Maytag asserts claims that the Company caused false advertising with respect to Maytag�s goods and services that the Company has intentionally
interfered with Maytag�s prospective business, that the Company has defamed Maytag and that the Company has unfairly competed with Maytag.
Unlike Maytag�s counterclaims in the Texas arbitration proceeding, its complaint in the Iowa proceeding does not specify the dollar amount of
damages sought. In July 2002, the Company filed a motion to dismiss the Maytag complaint or, in the alternative, stay the Iowa proceeding
pending resolution of the Texas arbitration. On July 30, 2002, Maytag filed a Motion for Leave to File First Amended Complaint adding a claim
that TurboChef failed to pay a promissory note in the amount of $327,478. On January 6, 2003, the Federal Court in the Iowa proceeding
granted a summary judgment against TurboChef in the amount of $359,372, which is accrued and included in notes payable in the June 30, 2003
and December 31, 2002 financial statements and stayed the remainder of Maytag�s claims pending the final resolution of the Texas claims.
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Maytag has also initiated an arbitration in Boston, claiming damages in the amount in excess of $1,300,000 for failure to pay for ovens.
TurboChef has filed its counterclaim alleging that Maytag breached its warranty and committed fraud and that TurboChef has been damaged in
an amount in excess of $1,500,000.

The parties are currently seeking to negotiate a settlement. There can be no assurance that a settlement will be reached or that any settlement will
be favorable to the Company. The outcome of any litigation, however, is uncertain and an unfavorable outcome could have an adverse effect on
our operating results and future operations. Since the outcomes of the arbitration proceedings are uncertain, no adjustments have been made to
the financial statements.

5) Authoritative Pronouncements

In November 2002, the Financial Accounting Standards Board (�FASB�) issued Interpretation No. 45, Gurantor�s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness to Others, which disclosures are effective for financial statements
issued after December 15, 2002. Adoption of this standard is not expected to have a material effect on the Company�s consolidated financial
statements.
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In January 2003, the Financial Accounting Standards Board issued FASB Interpretation No. 46, Consolidation of Variable Interest Entities, an
interpretation of Accounting Research Bulletin No. 51, Consolidated Financial Statements (FIN No. 46). FIN No. 46 explains how to identify
variable interest entities and how an enterprise assesses its interests in a variable interest entity, to decide whether to consolidate that entity. The
Interpretation requires existing unconsolidated variable interest entities to be consolidated by their primary beneficiaries if the entities do not
effectively disperse risks among parties involved. FIN No. 46 is effective immediately for variable interest entities created after January 31,
2003, and to variable interest entities in which an enterprise obtains an interest after that date. The Interpretation applies in the first fiscal year or
interim period beginning after June 15, 2003, to variable interest entities in which an enterprise holds a variable interest that it acquired before
February 1, 2003. Adoption of this standard is not expected to have a material effect on the Company�s consolidated financial statements.

In May 2003, the FASB issued Statement of Financial Accounting Standards No. 150, �Accounting for Certain Financial Instruments with
Characteristics of Both Liabilities and Equity� (�SFAS No. 150�). SFAS No. 150 establishes standards on the classification and measurement of
certain financial instruments with characteristics of both liabilities and equity. The provisions of SFAS No. 150 are effective for financial
instruments entered into or modified after May 31, 2003 and to all other instruments that exist as of the beginning of the first interim financial
reporting period beginning after June 15, 2003. The Company does not believe that the adoption of SFAS No. 150 will have a material impact
on its results of operations or financial position.
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   Item 2: Management�s Discussion and Analysis of Financial Condition and Results of Operations

Recemt Developments

          Private Placement

On October 28, 2003 the Company completed a private placement of 2,132,650 shares of its new Series D Preferred Stock, par value $1.00 per
share (the �Series D Preferred Stock�) to OvenWorks, LLLP (�OvenWorks�) and to certain other investors for whom OvenWorks served as
nominee. At the time of issuance, the shares of Series D Preferred Stock issued in the private placement were convertible into an aggregate of
42,653,000 shares of the Company�s common stock, which represents approximately 58% of the Company�s total equity on a fully diluted, as
converted basis (i.e. assuming that all outstanding options, warrants and other rights for the purchase of common stock shall have been
exercised, and all outstanding shares of all series of the Company�s preferred stock, including the Series D Preferred Stock, have been converted
into common stock). Gross proceeds to the Company totaled $13,077,964, and will be used to satisfy existing obligations and to fund the
Company�s working capital needs, including product development and manufacturing, sales and marketing and other general corporate purposes. 
Please refer to the Company�s current report on Form 8-K filed on November 10, 2003 and the Quarterly Report on Form 10-Q for the fiscal
quarter ended September 30, 2003 for more information on the private placement.

          Amendment to Form 10-Q

This amendment to Form 10-Q is made to revise revenue recognition for a sales transaction entered into in March 2003. On March 31, 2003, we
entered into an agreement for the sale of 50 ovens to a significant customer for an aggregate purchase price of $342,500.  Although the customer
paid for the order in full, it requested that we hold the ovens for delivery to its outlets from time to time as it readied those outlets.  We complied
with that request as an accommodation to the customer and, based on our then-current understanding of applicable guidance and the facts of the
transaction, recognized $342,500 in revenue from this transaction in the quarter ended March 31, 2003.

Staff Accounting Bulletin (�SAB�) 104 was promulgated in December 2003 to codify and update previously issued guidance for revenue
recognition.  In order to recognize revenue for goods purchased on a delayed delivery basis (sometimes referred to as bill and hold basis), SAB
104 requires, among other things, that there be a fixed schedule for delivery of the held goods.  At the time of this transaction, the customer
advised us that the delivery schedule would be based on their construction and development schedule, which, in retrospect, was subject to
modifications and delays not entirely under the customer�s control.  Since placing and paying for this order, the customer has taken delivery on
seven ovens, all of which were delivered during the quarter ended December 31, 2003.  Based on the actual schedule of the ovens delivered to
date under this order, current management has concluded that �a fixed schedule for delivery of the goods� may be deemed to not have existed at
the date of sale under SAB 104.  Accordingly, we are amending our previously filed quarterly financial statements for each of the quarters in the
nine month period ended September 30, 2003 to defer revenue on this transaction until actual delivery of the ovens has occurred.   For the six
months ended June 30, 2003, this revision reduces revenue by $342,500, cost of goods sold by $196,000 and the resultant reduction in margin
will increase the operating loss and net loss applicable to common stockholders by $146,000.  The revision also increases loss per common share
by $(.01) for the six months ended June 30, 2003, and will have a corresponding effect on the related balance sheet items of inventory, deferred
revenue and accumulated deficit, which effect will be carried forward through the nine months ended September 30, 2003.

Forward-Looking Statements
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Certain statements in this Form 10-Q constitute �forw
ard-looking statements� within the meaning of the Private Securities Litigation Reform Act of 1995. These forward-looking statements involve
known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of TurboChef
Technologies, Inc. (�TurboChef� or the �Company�) to be materially different from any future results, performance or achievements expressed or
implied by such forward-looking statements. Such factors include, among others, the following: the ability to obtain additional financing
necessary to continue operations; the likelihood of incurring future losses; the Company�s significant purchase commitments; the effect of the
long manufacturing cycle on cash flow; the uncertainly of the outcome of the arbitration proceeding with Maytag; the uncertainty of consumer
acceptance of new products or technologies that may be offered by TurboChef; the success of the Company�s marketing strategy; the uncertainty
inherent in new product development; potential liability for personal injury or property damage; the need to hire and retain key personnel;
relationships with and dependence on third-party equipment manufacturers and suppliers; uncertainties relating to business and economic
conditions in markets in which TurboChef operates; changing technologies and evolving industry standards; regulatory compliance burdens; the
highly competitive environment in which TurboChef operates; competition in the markets served by TurboChef; uncertainties inherent in
international manufacturing and sales including foreign currency fluctuations; uncertainty regarding strategic relationships and alliances and the
ability to protect TurboChef�s proprietary information. The words �believe,� �expect,� �anticipate,� �intend,� and �plan� and similar expressions identify
forward-looking statements. Readers are cautioned not to place undue reliance on any of these forward-looking statements, which speak only as
of the date of the statement was made. TurboChef undertakes no obligation to update any forward-looking statement.

General

The following discussion and analysis provides information which management believes is relevant to an assessment and understanding of the
Company�s results of operations and financial condition. The discussion should be read in conjunction with the financial statements and notes
thereto contained elsewhere in this report.

The Company is engaged primarily in designing, developing and marketing its proprietary rapid cook technologies. TurboChef�s proprietary
rapid cook ovens, which requires no ventilation, employs a combination of high speed forced air and microwave energy to �cook-to-order� a
variety of food products at faster speeds and to quality standards comparable, and in many instances superior to, other conventional commercial
and residential ovens currently available.

The Company launched the current version of its commercial oven, the TurboChef C-3, in the second quarter of 2000. To date, the TurboChef
C-3 rapid cook oven has provided cooking solutions to various quick service restaurants, convenience stores, hotels and traditional restaurants in
the United Kingdom, Europe and the United States. In addition, the Company has provided cooking solutions to non-traditional operators in the
food service business such as stadiums, movie theatres and service stations. As of June 30, 2003, there were approximately 1,100 C-3 ovens
operating in the United Kingdom and Europe
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and approximately 1,200 C-3 ovens operating in the United States, Canada and Puerto Rico.

The Company currently sells its C-3 oven primarily through a direct sales force in North America, and through equipment distributors in Europe
and the United Kingdom. Currently there are nine non-exclusive distributors of C-3 ovens in European countries including: Finland, Sweden,
Iceland, Ireland, The Netherlands, Belgium, France, Spain, Greece, Switzerland and Germany. In March 2003, the Company signed a one-year
agreement with an exclusive distributor in the United Kingdom. Until May 2001, the Company�s C-3 ovens were marketed in the United States
through Maytag and its subsidiary, Blodgett, pursuant to the terms of a series of agreements in which the Company granted them the exclusive
right to sell its C-3 ovens in North America. Under the agreements the Company retained the right to sell directly outside of North America, with
the exception of selling to U.S. based customers overseas. In the first quarter of 2001, the Company and Maytag entered into arbitration with
respect to certain disputes under the agreements which arbitration is pending. In May 2001, the Company regained from Maytag and Blodgett
the right to sell its C-3 ovens products directly in the United States and began building its own sales force to make direct oven sales. The
Company�s primary sales office is located in Dallas, Texas. In addition, the Company has a sales office in the Netherlands.

In addition to its direct sales force, the Company is seeking to develop multiple distribution channels through the use of third-party distributors,
manufacturer�s representatives, agents and wholesale food distributors. The Company is also considering entering into strategic marketing
alliances with third parties who have established relationships or synergies with mutual prospective customers.

In March 2002, the Company agreed to purchase 5,000 C-3 ovens from its manufacturer, Shandong Xiaoya Group (�Xiaoya�) totaling
approximately $14 million over a seventeen month period. In addition, in connection with the manufacturing agreement the Company will be
required to use working capital to purchase certain component parts that will be supplied to Xiaoya for use in the ovens. Although the Company
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entered into the agreement with Xiaoya in anticipation that its sales of C-3 ovens would increase from then current levels, there can be no such
assurance that any sales will materialize. The Company does not currently have a significant number of purchase orders or firm commitments to
meet its purchase commitments in the future. In December 2002, this purchase requirement was extended for an additional 12 months to August
2004 and the Company agreed to purchase a minimum of 200 ovens per month.

Due to the Company�s current cash position, the Company has not purchased any ovens since February 2003. As of July 31, 2003, the Company
was 1,160 units or $3.4 million behind in its required purchases under the contract. In addition, the Company owes Xiaoya $244,000 for units
shipped during February 2003. As a result, Xiaoya may terminate the agreement at any time and seek monetary damages. Although the
Company believes that production will restart if it receives adequate financing, there are no assurances that this will occur. If Xiaoya were to
terminate this agreement, the agreement provides that the Company would be responsible for the purchase of all remaining ovens, unused parts,
employee severance and manufacturing equipment at the factory. The amounts that Xiaoya could claim would be in excess of $1 million. In
addition, Xiaoya could claim that the Company could be held liable for the balance of the units due under the 5,000 unit purchase commitment
(approximately 4,000 units). At this time, Xiaoya has not asserted its rights to terminate the contract and has been working with the Company to
try to restart oven production. However, the Company has been informed that if it does not begin purchasing ovens, Xiaoya would shut down.
Management is communicating with Xiaoya and expects to maintain the manufacturing relationship if new funding becomes available. The
accompanying financial statements do not reflect any accrual related to the non-performance under the Xiaoya agreements. Xiaoya is currently
the Company�s sole supplier of C-3 ovens.
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The Company currently has $393,000 of parts inventory and equipment at the Xiaoya facility. If the Company is unable to raise additional equity
to restart production or if Xiaoya were to terminate the contract, the Company may no longer have access to these parts. The Company currently
does not have any employees at the Xiaoya facility.

The Company has invested heavily in research, prototype development, strategic alliance development and sales and marketing personnel. As a
result of these investments, and the limited revenues generated to date from sales of ovens, the Company has incurred substantial operating
losses in each year of its operations (including net losses applicable to common stockholders of $2,468,000 and $3,166,000 for the six months
ending June 30, 2003 and 2002, respectively).

Critical Accounting Policies

In preparing the financial statements in conformity with accounting principals generally accepted in the United States, the Company uses
statistical analyses, estimates and projections that affect the reported amounts and related disclosures and may vary from actual results. The
Company considers the following accounting policies to be both important to the portrayal of its financial condition and the policies that requires
the most subjective judgment. If actual results differ significantly from management�s estimates and projections, there could be a material effect
on the Company�s financial statements. Reference is made to Notes to Consolidated Financial Statements included in the Company�s Annual
Report on Form 10-K for the year ended December 31, 2002 for a description of other significant accounting policies followed by the Company.

Revenue Recognition

Revenue is recognized when substantially all obligations relating to a sale are completed. If the terms of a sale require installation, the revenue
cycle is substantially complete after installation has occurred therefore, revenue is recognized upon installation. For sales where the customer
has assumed the installation responsibility and sales to designated agents, substantially all obligations are completed at the time of shipment to
the customer or the customer�s designated agent. Revenue for sales of replacement parts, ceramic platters, cooking utensils and proprietary oven
cleaner is recognized upon shipment to the customer.

Inventory

Inventories are valued at the lower of cost or market and primarily consist of ovens and replacement parts. The Company determines cost for
ovens by the specific cost method. Freight costs are included in costs of goods sold. Ovens used for demonstration and testing are generally
depreciated over a one-year period. All finished goods relate to the Company�s current C-3 oven. Substantially all of the Company�s parts are for
the Company�s C-3 oven, which the Company currently sells.

Product Warranty
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The Company�s ovens are under warranty against defects in material and workmanship for a period of one year from the date of installation.
Anticipated future warranty costs are estimated, based upon historical expenses, and are recorded in the period cooking systems are sold.
Periodically, the Company�s warranty reserve is reviewed to determine if the reserve is sufficient to cover the repair costs associated
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with the remaining ovens under warranty. At this time, the Company believes that, based upon historical data over the last 18 months, the
current warranty reserve is sufficient to cover the associated costs. If warranty costs trend higher, the Company would need to reserve a higher
initial reserve as well as reserve the estimated amounts necessary to cover all ovens remaining under warranty. These additional reserves would
be charged to cost of goods sold. These charges could have a material effect on the Company�s financial statements.

Foreign Exchange

During the six month period ending June 30, 2003, approximately 40% of the Company�s revenues were derived from sales outside of the United
States. These sales and subsequent accounts receivable, the salaries of employees located outside of the United States and approximately 15% of
selling, general and administrative expenses are denominated in foreign currencies, principally British Pounds and Euros. The Company is
subject to risk of financial loss resulting from fluctuations in exchange rates of these currencies against the US dollar. In addition, trade terms
with customers outside of the United States are longer than with customers inside of the United States, which increases the potential of foreign
exchange gains or losses. At this time, the Company does not engage in any foreign exchange hedging activities.

Results of Operations for the Three Months Ended June 30, 2003 Compared to the Three Months Ended June 30, 2002

Revenues for the quarter ended June 30, 2003 were $612,000, compared to revenues of $905,000 for the quarter ended June 30, 2002. The
$293,000 decrease is primarily attributable to a decrease in C-3 ovens sold during the period. This was partially offset by increased revenues
from the sale of consumables and replacement parts. During the second quarter of 2003, the Company sold 67 C-3 ovens as compared to 130
C-3 ovens in the second quarter of 2002. Sales to one customer accounted for approximately 22% of revenues for the quarter ending June 30,
2003.

The average sale price of C3 ovens fell from $7,701 per unit during the quarter ended June 30, 2002 to $7,162 per unit for the quarter ended June
30, 2003. The per unit average revenue decline of $539 (approximately 7%) is principally due to the discounted purchases by one major
customer and the elimination of direct sales in the UK due to the transfer of business to a single distributor during March 2003.

Cost of goods sold for the quarter ended June 30, 2003 were $347,000 compared to $414,000 for cost of goods sold in the quarter ended June 30,
2002. The decrease of $67,000 is principally due to lower oven sales, partially offset by an increase in consumables and replacement parts.

The average cost of goods sold of C-3 ovens increased by approximately 30% for the period ended June 30, 2003, as compared to the quarter
ended June 30, 2002. The increase was principally due to a one-time cost savings on parts purchased from Maytag resulting in substantially
lower cost of sales during the three month period ended June 30, 2002. Excluding this one time cost savings, cost of sales decreased by
approximately 2% for the period ended June 30, 2003, as compared to the period ended June 30, 2002.

Cost of goods sold is calculated based upon the actual cost of the oven, the cost of any accessories supplied with the oven, an allocation of cost
for freight, duties and taxes for the importation of the oven and a reserve for warranty. Cost of goods sold does not include any cost allocation
for administrative and
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support services required to deliver or install the oven or an allocation of costs associated with the ongoing quality control of the Company�s
manufacturer in China. These costs are recorded within selling, general and administrative expenses.

Gross profit/(loss) on product sales (revenues less costs of goods sold) for the quarter ended June 30, 2003 decreased $226,000 to $265,000,
when compared to gross profit on product sales of $491,000 during the quarter ended June 30, 2002. This decrease is due primarily to a decrease
in the number of units sold during the quarter ended June 30, 2003.
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Research and development expenses for the quarter ended June 30, 2003 increased $188,000, to $267,000, as compared to $79,000 for the
quarter ended June 30, 2002. The increase in research and development expense principally relates to costs of approximately $160,000 for the
development of working prototypes and certification of the Company�s next generation ovens incorporating advances in the Company�s
technologies.

Selling, general and administrative expenses for the quarter ended June 30, 2003 decreased $558,000, to $1,641,000 from comparable expenses
of $2,199,000 for the quarter ended June 30, 2002. The decrease is due to a reduction in sales and marketing related costs, which includes a
reduction in travel and entertainment expenses of $78,000 resulting from cost containment initiatives. In addition, general and administrative
expenses declined as a result of a decrease in payroll expenses of $607,000 due to a reduction in staff, and a reduction of $62,000 from reducing
various stock listing expenses. These reductions were offset by a one time charge of $101,000 relating to bad debt reserve on receivables from
one of the Company�s distributors and an increase in legal fees of $64,000 associated with Grand Cheer.

Net other income was $29,000 for the quarter ended June 30, 2003, compared to $11,000 for the quarter ended June 30, 2002. The increase of
$18,000 principally relates to a reduction in interest expense.

Charges related to preferred stock dividends were $60,000 for the quarter ended June 30, 2003, and $60,000 for the quarter ended June 30, 2002.
Dividends are accrued on the Company�s Series B and Series C Convertible Preferred Stock throughout the year. Dividends are paid
semi-annually in either cash or common stock. The payment method is at the Company�s sole determination. To date, all dividends have been
paid in the form of common stock.

Net loss applicable to common shareholders decreased by $162,000 to $1,674,000 for the quarter ended June 30, 2003, as compared to
$1,836,000 for the quarter ended June 30, 2002. The net loss per share decreased to $0.09 from $0.10, based on the weighted average number of
shares outstanding of 19,419,240 and 19,046,644 for the quarters ended June 30, 2003 and 2002, respectively. The decrease in net loss is
principally due to a reduction in selling, general and administrative expenses of $558,000. This was partially offset by a decrease in C-3 oven
sales during the quarter and an additional bad debt reserve of $101,000.

Results of Operations for the Six Months Ended June 30, 2003 Compared to the Six Months Ended June 30, 2002

Revenues for the six months ended June 30, 2003 was $2,836,000, compared to revenues of $2,734,000 for the six months ended June 30, 2002.
The $102,000 increase is primarily attributable to
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increased revenues from the sale of consumables and replacement parts. During the first six months of 2003, the Company sold 371 C-3 ovens
as compared to 374 C-3 ovens in the first six months of 2002. Sales to two customers accounted for approximately 49% (25% and 24%) of
revenues, respectively, for the six months ending June 30, 2003.

The average sale price of C3 ovens fell from $7,581 per unit during the six months ended June 30, 2002 to $6,597 per unit for the six months
ended June 30, 2003. The per unit average revenue decline of $984 (approximately 13%) is principally due to the sale of 49 demonstration units
during the first quarter of 2003. Excluding the sale of these demonstration units, the average sale price of new units during the period ended June
30, 2003 was $7,231 per unit. The $350 (approximately 5%) decline for the first six months of 2003 is principally due to the discounted
purchase prices to three major customers during the period ended June 30, 2003.

Cost of goods sold for the six months ended June 30, 2003 were $1,521,000 compared to $1,413,000 for cost of goods sold for the six months
ended June 30, 2002. The increase of $108,000 is principally due to an increase in the number of C-3 ovens, parts and consumables sold during
the period. In addition, the cost of sales during the six month period ended June 30, 2002 was reduced due to a one-time cost savings on parts
purchased from Maytag resulting in substantially lower cost of sales during the second quarter of 2002. Excluding these one time charges, the
average cost of goods sold of C-3 ovens decreased by approximately 2% for the six months ended June 30, 2003, as compared to the six months
ended June 30, 2002. The decline resulted from favorable purchasing of component parts, as well as a lower purchase price negotiated from
Xiaoya in 2002, partially offset by higher installation and delivery costs.

Cost of goods sold is calculated based upon the actual cost of the oven, the cost of any accessories supplied with the oven, an allocation of cost
for freight, duties and taxes for the importation of the oven and a reserve for warranty. Cost of goods sold does not include any cost allocation
for administrative and support services required to deliver or install the oven or an allocation of costs associated with the ongoing quality control
of the Company�s manufacturer in China. These costs are recorded within selling, general and administrative expenses.

Edgar Filing: TURBOCHEF TECHNOLOGIES INC - Form 10-Q/A

13



Gross profit on product sales (revenues less costs of goods sold) for the six months ended June 30, 2003 decreased $6,000 to $1,315,000, when
compared to gross profit on product sales of $1,321,000 during the six months ended June 30, 2002. This decrease was principally due to an
increase in the number of demo unit sales during the six months ended June 30, 2003.

Research and development expenses for the six months ended June 30, 2003 increased $303,000, to $487,000, as compared to $184,000 for the
six months ended June 30, 2002. The increase in research and development expense principally relates to costs of approximately $267,000 for
the development of working prototypes and certification of the Company�s next generation ovens incorporating advances in the Company�s
technologies.

Selling, general and administrative expenses for the six months ended June 30, 2003 decreased $956,000, to $3,247,000 from comparable
expenses of $4,203,000 for the six months ended June 30, 2002. The decrease is due to a decrease in sales and marketing related costs, which
includes a reduction in travel and entertainment expenses of $298,000 resulting from cost containment initiatives. In addition,
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general and administrative expenses declined as a result of a decrease in payroll expenses of $152,000 due to a reduction in staff, lower
occupancy costs of $84,000, as a result of the closure of the offices in New York and the United Kingdom, reductions in direct selling expenses
of $100,000 and a reduction of $269,000 resulting from lower costs of supporting manufacturing operations in China.

Net other income was $70,000 for the six months ended June 30, 2003, compared to $55,000 for the six months ended June 30, 2002. The
increase of $15,000 principally relates to reductions in interest expense and interest income on cash balances.

Charges related to preferred stock dividends decreased by $36,000 to $119,000 for the six months ended June 30, 2003, compared to $155,000
for the six months ended June 30, 2002. The decrease was due to the conversion of the Company�s Series A Convertible Preferred Stock into
common shares in March 2002.

Net loss applicable to common shareholders decreased by $698,000 to $2,468,000 for the six months ended June 30, 2003, as compared to
$3,166,000 for the six months ended June 30, 2002. The net loss per share declined to $0.13 from $0.17, based on the weighted average number
of shares outstanding of 19,241,872 and 18,746,323 for the six months ended June 30, 2003 and 2002, respectively. The decrease in net loss is
principally due to reduced selling, general and administrative expenses during the current six month period.

Liquidity and Capital Resources

TurboChef�s capital requirements in connection with its product and technology development and marketing efforts have and will continue to be
significant. Additional capital will be required to conduct normal business operations. Since its inception, the Company has incurred significant
operating losses and the losses may continue.

Although revenues from sales of C-3 ovens improved during 2002 and through the first six months of 2003 and subject to its ability to obtain
adequate financing, of which there are no assurances that this will occur, the Company continues to be optimistic about sales prospects in the
future. However, the Company has been unable to raise the necessary capital to continue operations. As of August 8, 2003, the Company had
cash and cash equivalents totaling approximately $80,000 and accounts receivable totaling approximately $500,000. Consequently, the
Company has had to delay payments to critical suppliers of parts, has not purchased additional C-3 ovens from Xiaoya since February 2003 and
is delaying payments on accounts payables to preserve cash. If the Company�s cash position does not improve in the very near future, the
Company would have to further curtail or cease its operations.

The Company anticipates that its current cash on hand, collections of its accounts receivable and cash from anticipated sales of ovens will be
sufficient to meet certain of its critical obligations, primarily payroll, for the next few months, after which time the Company will require
additional financing to continue its operations. However, the Company does not have sufficient funds to repay existing obligations to a number
of vendors and it is possible than one or more of these vendors may take legal action against the Company. In the event the Company�s cash
position does not improve, the Company will not be able to purchase C-3 ovens, additional parts and components to manufacture C-3 ovens or to
meet other critical obligations. The Company believes that it will sell its entire inventory of C-3 ovens in the third quarter of 2003 and will have
no inventory to satisfy future sales unless the Company can purchase additional ovens from its manufacturer. Together, these factors impact the
availability of oven inventory required to generate sales in future periods and the Company�s ability to continue as a going concern. The
Company continues to explore financing alternatives. However, no assurance can be made that the
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Company will generate the necessary sales of ovens or obtain proceeds from the sale of securities or other financing sources to generate the
necessary working capital. As a result of these conditions, the independent certified public accountant�s report on the Company�s financial
statements for the year ended December 31, 2002 contains an explanatory paragraph regarding the Company�s ability to continue as a going
concern.

The Company has, and will continue to hold inventory, to the extent of available funding, due to its long manufacturing cycle. As of June 30,
2003, the Company held $855,000 of finished goods inventory (ovens) (including $196,000 of inventory for one customer who ordered and paid
for 50 ovens but requested future shipment) and $834,000 of parts inventory (used for manufacturing and service). The Company offers
demonstration inventory free of charge or at reduced prices to certain potentially large customers, who wish to test and evaluate an oven prior to
purchase. Of the $855,000 held in finished goods inventory, approximately $261,000 is currently being held under a Warehouseman�s Lien due
to non-payment on duty, freight and storage fees. The Company is currently working with this vendor to release ovens on a pro-rata basis.

The Company has reserved for all of its parts located at the Xiaoya manufacturing facility in China. If the Company is unable to begin
purchasing ovens from Xiaoya or if the Xiaoya facility shuts down due to lack of orders, the Company may be unable to recover the parts
located at this facility. The Company currently does not have any personnel at this facility.

In March 2002, the Company agreed to purchase 5,000 C-3 ovens from Xiaoya totaling approximately $14 million over a seventeen month
period. In addition, in connection with the manufacturing agreement the Company will be required to use working capital to purchase certain
component parts that will be supplied to Xiaoya for use in the ovens. Although the Company entered into the agreement with Xiaoya in
anticipation that its sales of C-3 ovens would increase from then current levels, there can be no such assurance that any sales will materialize.
The Company does not currently have a significant number of purchase orders or firm commitments to meet its purchase commitments in the
future. In December 2002, this purchase requirement was extended for an additional 12 months to August 2004 and the Company agreed to
purchase a minimum of 200 ovens per month.

Due to the Company�s current cash position, the Company has not purchased any ovens since February 2003. As of July 31, 2003, the Company
was 1,160 units or $3.4 million behind in its required purchases under the contract. In addition, the Company owes Xiaoya $244,000 for units
shipped during February 2003. As a result, Xiaoya may terminate the agreement at any time and seek monetary damages. Although the
Company believes that production will restart if it receives adequate financing, there are no assurances that this will occur. If Xiaoya were to
terminate this agreement, the agreement provides that the Company would be responsible for the purchase of all remaining ovens, unused parts,
employee severance and manufacturing equipment at the factory. The amounts that Xiaoya could claim would be in excess of $1 million. In
addition, Xiaoya could claim that the Company could be held liable for the balance of the units due under the 5,000 unit purchase commitment
(approximately 4,000 units). At this time, Xiaoya has not asserted its rights to terminate the contract and has been working with the Company to
try to restart oven production. However, the Company has been informed that if it does not begin purchasing ovens, Xiaoya would shut down.
Management is communicating with Xiaoya and expects to maintain the manufacturing relationship if new funding becomes available. The
accompanying financial statements do not reflect any accrual related to the non-performance under the Xiaoya agreements. Xiaoya is currently
the Company�s sole supplier of C-3 ovens.

The Company currently has $393,000 of parts inventory and equipment at the Xiaoya facility. If the Company is unable to raise additional equity
to restart production or if Xiaoya were to terminate the

19

Table of Contents

contract, the Company may no longer have access to these parts. The Company currently does not have any employees at the Xiaoya facility.

In September 1999, the Company entered into an agreement to upgrade and warranty 262 ovens installed for Whitbread Group PLC
(�Whitbread�). The Company received approximately $1.4 million from Whitbread to complete the upgrade and provide a three-year extended
warranty on each of the ovens. The oven upgrades include design changes that were to substantially increase the life and durability of the ovens.
These upgrades were completed in February 2000. The $1.4 million in fees had been used to offset expenses relating to the upgrade and
warranty as incurred. During 2000, the Company accrued an additional $985,000, for expenses in excess of payments received from Whitbread,
relating to the completion of the upgrade and repairs during the remainder of the warranty period. No additional costs were incurred during
Fiscal 2001. In February 2002, the Company and Whitbread entered into an agreement to terminate the upgrade and warranty agreement
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originally purchased in September 1999. Under the new agreement, TurboChef was required to pay Whitbread £460,000 (approximately
$670,000) plus VAT (value added tax) over a 24 month-period. In return, Whitbread would release TurboChef from its obligation to continue its
warranty on the 262 older model ovens. On signing the agreement, TurboChef made an initial payment to Whitbread of £50,000 (approximately
$72,000) plus VAT and is further required to pay £15,000 (approximately $22,000) plus VAT a month for the next 24 months, with a final
payment of £50,000 plus VAT due the final month. The Company has not made the November 2002 through August 2003 payments and is
currently in default of the agreement. As a result of the default, the estimated warranty liability was recalculated, resulting in an additional
estimated warranty liability of $190,000.

In November 2001, the Company purchased $504,000 of parts and oven inventory from Maytag. The Company paid $177,000 in cash and
issued a promissory note in the amount of $327,000 for the remaining balance of this purchase. The note was payable in two installments of
$131,000 payable in May 2002 and $196,000 payable in November 2002 plus accrued interest. The interest rate of this note is the prime rate, as
published in The Wall Street Journal, plus 2%. The Company has not made any payments on the note and is currently in default. As of the date
of the default, the interest rate of this note increased to the prime rate, as published in The Wall Street Journal, plus 5% (9.00% as of June 30,
2003). On January 6, 2003, Maytag obtained a summary judgment against TurboChef in the amount of $359,372, which is included in notes
payable. The parties are negotiating a settlement of all outstanding issues. There can be no assurance that a settlement will be reached, or that if
reached, the settlement will be favorable to the Company.

In the first quarter of 2002, the Company expanded its direct sales and marketing efforts. As a result of slower than anticipated sales of ovens the
Company has taken actions to reduce the level of fixed overhead. In the second quarter of 2002, the Company closed its United Kingdom office
and reduced its sales personnel. During the third quarter of 2002, the Company made the decision to close its New York office, which was
closed on January 31, 2003, and consolidate all activities into the Company�s Dallas office. These changes are expected to result in annual cost
savings of $1,500,000 which may be offset in part by the Company�s increased use of outsourced support services. The Company will also
consider hiring new employees when the Company believes it has the necessary resources to do so. The Company does not currently anticipate
any significant increases in lease payments or any other long-term fixed obligations from current levels during fiscal 2003.

In July 2002, the Company issued a non-interest bearing promissory note in the amount of
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$1,000,000 to Grand Cheer Company Limited (�Grand Cheer�), a principal stockholder of the Company, which was secured by 350 C-3 ovens.
The Company agreed to repay the note by making payments of approximately $2,800 per oven within five days of receipt of when cash was
received from the sale of the ovens. All of the ovens were sold and cash received but no payment was made to Grand Cheer. The note was due
on October 15, 2002. The provisions of the note also provided that if the Company did not repay the note in full by October 15, 2002, all
remaining unvested warrants (666,667 warrants) previously issued to Grand Cheer would immediately vest. In connection with the issuance of
the note, the Company incurred a non-cash finance charge of $200,000 which was payable by offsetting the exercise price of the 1,000,000
warrants previously issued to Grand Cheer upon its purchase of the Company�s Series B Convertible Preferred Stock. Grand Cheer is disputing
that the $200,000 finance charge should be applied to the purchase of warrants, rather than the offsetting in the exercise price. This would result
in the issuance of 166,667 shares of new stock and the remaining 833,333 warrants would remain at the original $1.20 per share strike price. No
action has been taken by the Company in regards to this dispute. The $200,000 finance charge was recorded as interest expense during the third
quarter of 2002. The Company has not made any payments under this note, which is in default and is currently due and payable. Failure to
restructure the loan would have a material adverse effect on the Company.

Cash used in operating activities was $456,000 for the six months ended June 30, 2003, as compared to cash used in operating activities of
$3,797,000 for the six months ended June 30, 2002. The net loss of $2,349,000, for the six months ended June 30, 2003, included $176,000 of
non-cash charges (depreciation, amortization, non-cash interest and non-cash compensation expenses), as compared to $233,000 for the six
months ended June 30, 2002. Net cash used in operating activities for the six months ended June 30, 2003 was positively impacted by a decrease
in accounts receivable ($1,092,000) and inventory ($140,000), as well as an increase in accounts payable ($292,000) and deferred revenue
($342,000). These operating cash requirements were partially offset by a decrease in accrued expenses of $303,000.

Cash used in investing activities for the six months ended June 30, 2003, was $1,000, compared to $40,000 for the six months ended June 30,
2002. The uses of cash were made up of capital equipment purchases during the periods. The Company anticipates an increase in capital
expenditures to approximately $300,000 during fiscal 2003 in order to build its global sales and marketing infrastructure. All capital
expenditures will be dependent upon achieving adequate working capital.

Cash provided by financing activities for the six months ended June 30, 2003 was $0, as compared to $31,000 for the six months ended June 30,
2002.
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At June 30, 2003, the Company had cash of $172,000, as compared to cash of $629,000 at December 31, 2002.

   Item 3: Quantitative and Qualitative Disclosures about Market Risk

Approximately 42% of the Company�s revenues in the second quarter of 2003 were derived from sales outside of the United States. These sales
and subsequent accounts receivable, the salaries of employees located outside of the United States and approximately 15% of selling, general
and administrative expenses are denominated in foreign currencies, principally British Pounds and Euros. The Company is subject to risk of
financial loss resulting from fluctuations in exchange rates of these currencies against the US dollar. In addition, trade terms with customers
outside of the United States are longer than with customers inside of the United States, which increases the potential of foreign exchange gains
or losses. There is no assurance that the Company will not be subject to foreign exchange losses in the future.
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The Company is in default on a promissory note issued to Maytag. From and after the occurrence of a default, the interest rate of this note
increased to the prime rate, as published in The Wall Street Journal, plus 5%. Maytag obtained a summary judgment against TurboChef is the
amount of $359,372, which is accrued and included in notes payable in the June 30, 2003 and December 31, 2002 financial statements. The
Company is subject to market risk related to the change in the prime rate of interest.

As of June 30, 2003, the Company does not have any assets or liabilities other than those discussed above that have the potential for market risk
that would affect the operating results or cash flow of the Company and is not engaged in any foreign currency hedging activity.

   Item 4: Controls and Procedures

An evaluation was carried out under the supervision and with the participation of the Company�s management, including the Principal Executive
Officer (�PEO�) and Principal Financial Officer (�PFO�), of the effectiveness of the Company�s disclosure controls and procedures as of the end of
the quarter ended June 30, 2003.

The PEO & PFO maintain controls and procedures designed to provide reasonable assurances that they are able to collect the information which
is required to be disclosed in reports filed with the SEC, and to process, summarize and disclose this information within the time periods
specified in the rules of the SEC. The PEO and PFO are responsible for establishing and maintaining these procedures, and, as required by the
rules of the SEC, evaluate their effectiveness. Based on their evaluation of the Company�s disclosure controls and procedures, the PEO and PFO
believe that these procedures are effective to ensure that we are able to collect, process, and disclose the information we are required to disclose
in the reports we file with the SEC within the required time periods.

The Company maintains a system of internal controls designed to provide a reasonable assurance that: transactions are executed in accordance
with management�s general or specific authorization; transactions are recorded as necessary (1) to permit preparation of financial statements in
conformity with generally accepted accounting principles, and (2) to maintain accountability for assets; access to assets is permitted only in
accordance with managements general or specific authorization; and the recorded accountability for assets is compared with the existing assets
at reasonable intervals and appropriate action is taken with respect to any differences.

During the quarter ended June 30, 2003 there have been no significant changes in such internal controls or in other factors that could have
significantly affected those controls, including any corrective actions with regard to significant deficiencies and material weaknesses.
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   Part II. Other Information

   Item 1: Legal Proceedings

The Company is party to certain legal and arbitration proceedings. For a description of these proceedings, reference is made to Part I
Item 3 �Legal Proceedings� in the Company�s Annual Report on Form 10-K for the year ended December 31, 2002.
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   Item 2: Changes in Securities and Use of Proceeds.

None

   Item 3: Defaults Upon Senior Securities

None

   Item 4: Submission of Matters to a Vote of Security Holders

None

   Item 5: Other Information

On April 22, 2003, the Company�s Common Stock was delisted from the Nasdaq Stock Market and commenced trading on the OTC
Bulletin Board under the symbol �TRBO.OB�.

   Item 6: Exhibits and Reports on Form 8-K

(a)   Exhibits

31.1 Certification of Principal Executive Officer, pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Principal Financial Officer, pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.

32 Certification of Principal Executive Officer and Principal
Financial Officer, pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

(b)   Reports on Form 8-K

None
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SIGNATURES

Pursuant to the requirements 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.

TURBOCHEF TECHNOLOGIES, INC.

By: /s/ James A. Cochran

James A. Cochran
Chief Financial Officer
(Duly Authorized Officer and
Principal Financial Officer)

Dated: March 29, 2004
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