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LETTER TO THE SHAREHOLDERS

2019 was a year of fundamental importance for our Group and marks the starting point in the creation
of a unique platform in the food sector, which promises to be hugely exciting for those who want to join
this ambitious project.

In addition to successfully completing the insti-
tutional placement on the STAR segment of the
Mercato Telematico Azionario exchange managed
by Borsa Italiana S.p.A. in October, and delivering
exceptional results in Italy and Germany, last year
saw the foundations for future growth being laid.

Encouraged by its results, the Group has commit-
ted to future acquisitions that - in the short to
medium term - will further strengthen the busi-
ness in the years to come.

The Group currently has an organic growth of
around 1-2% and an annual turnover - up sharply
compared with the previous year, mainly due to
the acquisition of Delverde Industrie Alimentari
S.p.A. in April 2019 - of approximately €321 mil-
lion, of which 53% was generated by the Italian
market and 29% by the German market.

EBIT was €14.1 million,an increase of 44% on the
previous year, and the EBITDA margin was 8.8%,
versus 7.9% in 2018.

"_-’- Ll ‘ |

Angelo Mastrolia - Executive Chairman Newlat Food SpA

The pasta and milk businesses accounted for 63% of the Group’s total turnover, while the bakery, dairy
and special products segments delivered an EBITDA margin of over 10%, which is also an improvement
on the previous year’s figure.

These excellent operating results allowed the Company to achieve a pre-tax profit of €12.7 million and
generated cash flows that made it possible to record a positive net financial position of €66 million at
31 December 2019, excluding the effect of lease liabilities, which improved compared with situation at
the half-year.

Finally, there was also a positive contribution from the mergers by incorporation of Centrale del Latte
di Salerno S.p.A. and Delverde Industrie Alimentari S.p.A., which reduced fixed overheads and made the
structure of the Group and the Company more streamlined and more flexible with a view to facilitating
future acquisitions
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INTRODUCTION TO THE REPORT ON OPERATIONS

During 2019, Newlat Food SpA (hereinafter also the “Company” or “Newlat” or, together with the subsi-
diaries, the “Group” or the “Newlat Group”) successfully concluded the operation to list its own shares
on the STAR segment of the Mercato Telematico Azionario ("MTA") organised and managed by Borsa
[taliana. Financial disclosure to the public was provided during the aforementioned listing process con-
sidering Newlat Food as an “issuer with a complex financial history”, pursuant to article 18 of Commission
Delegated Regulation 2019/980.

Therefore, in order to represent the assets and liabilities, results and cash flows for the periods under
review in this Report on Operations, it was necessary to include aggregated financial information.

In this document, in order to provide a link with the aggregated accounting data for 2016, 2017 and
2018 and for the first half of 2019 reported in the Registration Document, the aggregated consolidated
data (reflecting 12 months of operations of the German subsidiary Newlat GmbH, acquired on 29 Octo-
ber 2019 and therefore consolidated only for the last two months in the consolidated income statement
at 31 December 2019) and the proforma data (reflecting 12 months of operations of the subsidiary
Delverde Industrie Alimentari S.p.A., acquired on 9 April 2019 and therefore consolidated only for the
last nine months in the income statements of the separate and consolidated financial statements at
31 December 2019) have also been prepared and attached to the Report on Operations. The Combined
Consolidated Financial Statements therefore derive from:

() the consolidated financial statements, prepared in accordance with International Financial Re-
porting Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB”) and endor-
sed by the European Union, of Newlat Food S.p.A. for the years ended 31 December 2019 and 2018,
audited by PricewaterhouseCoopers S.p.A.;

(i) the Newlat GmbH (hereinafter “Newlat GmbH Deutschland”) accounting data prepared according

to IFRSs for the years ending 31 December 2019 and 2018 and audited by PricewaterhouseCoopers
GmbH for the year ending 31 December 2019 and by PKF GmbH for the year ending 31 December 2018.
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CORPORATE STRUCTURE AT 31 DECEMBER 2019

Below is a graphical representation of the companies belonging to the Newlat Group at 31 December

ewlat
FOOD SpA

2019:

ewlat
Deutschland

The structure of the Group at 31 December 2019 differs from that at 31 December 2018 due to the mergers
that took place during the year of the wholly owned subsidiaries Centrale del Latte di Salerno S.p.A. (he-
reinafter also referred to as “Centrale del Latte”) and Delverde Industrie Alimentari S.p.A. (hereinafter also
referred to as “Delverde”) and due to the purchase of 100% of the stake in Newlat GmbH, previously held
by Newlat Group SA, on 29 October 2019 following the admission to trading on the MTA STAR segment,
as described in more detail under “Significant events of the year”. In particular, on 6 September 2019, the
administrative bodies of Newlat Food, Delverde and Centrale del Latte approved, respectively, the proposed
merger by incorporation of Delverde and Centrale del Latte into Newlat Food S.p.A. pursuant to Article 2505
(merger of a wholly owned subsidiary) of the Italian Civil Code (the “Mergers”). Extraordinary meetings of
shareholders of Delverde, Centrale del Latte and Newlat Food S.p.A. were held on 17 September 2019, ap-
proving the aforementioned Mergers.

The primary reasons for these Mergers were to reduce overheads and make the structure of the Group and
the Company more streamlined and more flexible with a view to facilitating future acquisitions. The accoun-
ting and tax effects of the merger by incorporation of Centrale del Latte start from 1 January 2019, while
those of Delverde start from 9 April 2019.

In addition, the Group’s structure at 31 December 2019 differs from that contained in the Registration Docu-
ment only because of the merger operations described above.

The table below shows the main information regarding the Subsidiaries of Newlat:

C Share capital at Control percentage
Name Registered Office W€ 31 December At December 31
ney
219 2019 2018
NewhtFocd§pA  on - VEBKenoedy1o, gy o784 - i
Reggio Emilia company company
Newlat Deutschland ~ Germany = Franzosenstrabe EUR 1,025,000 100% 0%
Gmbh 9, Mannheim
Centrale del Latte di Italy - Via Fuorni di Sotto 86, EUR 4165915 Merged 100%
Salerno S.p.A. Salerno company
D(?lverde 111dus.trie Italy - Zona I.ndustriale SN, EUR 4931308 Merged 0%
Alimentari S.p.A. (%) Fara San Martino (CH) Lompany

(*) the purchase of Delverde Industrie Alimentari S.p.A. took place on 9 April 2019. See the Notes to the Financial Statements

for more details.
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A table summarising the carrying amount of each subsidiary recorded in the Company’s separate finan-
cial statements at 31 December 2019 and the equity and profit/loss data for each subsidiary is also

provided below:

Name Carrying amount of Equity (€ Profit (loss) for the year
equity investment (€ thousands) thousands) (€ thousands)
31/12/2019 31/12/2019 31/12/2019

Newlat GmbH
Deutschland 68,324 25,576 2,835

The subsidiary’s financial statements and those of the merged companies have been audited.

Below is a brief description of the activity carried out by the Parent Company’s subsidiary and by the
merged companies:

e Centrale del Latte di Salerno S.p.A.: a company specialising in the production and sale of fresh
and UHT milk, fresh and UHT cream, yoghurt and different types of butter and cheese.

 Delverde Industrie Alimentari S.p.A.: a company active in the production and sale of pasta, in-
cluding organic pasta, wholemeal pasta, long and short pasta, pasta nests and premium lasagne.

* Newlat GmbH Deutschland: a company active in the production and sale in Germany of tra-
ditional forms of German pasta such as spdtzle and flavoured pasta, instant cups and sauces.
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COMPANY BODIES

Pursuant to article 12 of the new articles of association, Newlat Food S.p.A. is managed by a Board of
Directors with no fewer than 3 members and no more than 15. The Shareholders’ Meeting shall deter-
mine the number of Board members from time to time, before their appointment. The directors remain
in office for the period set by the shareholders’ appointment resolution, up to a maximum of three fi-
nancial years, and are eligible for re-election. Their term shall expire on the date of the Shareholders’
Meeting called to approve the financial statements for the last financial year of their term, unless there
are grounds for termination and forfeiture as provided for by law and by the new articles of association.

On 8 July 2019, the Ordinary Shareholders’ Meeting resolved:
(i) to appoint a Board of Directors consisting of:
a. four members in office with immediate effect; and
b. 3 three members, who fulfil the independence requirements, in office from the trading start

date (29 October 2019).

The following table displays the composition of the Board of Directors:

Name and Position Place and date of birth
surname
Angelo Mastrolia Executive Chairman of the Board of Campagna (SA), 5 December
Directors and 1964
Director (**)
Gruseppe Chief Executive Officer and Director (¥*)  Batupagha (SA), 11 February
Mastrolia 1989
Stetano Cometto Chief Executive Oftficer and Director (*¥) ~ Monza, 25 September 1972
Benedetta Director (***) Rome, 18 October 1995
Mastrolia
Emanuela Pacla  Director (¥) (**¥) Milan, 20 January 1969
Banfi
Valentina Direchor (1) (FE5) Milan, 20 March 1967
Montanarn
Eric Sandrin Directar: (%) (¥55) Saint-Amand-Montrond, 13
August 1964

(*)  Independent director pursuant to article 148 of the Consolidated Law on Finance (TUF) and article 3 of the Corporate
Governance Code, who took office when the Company's shares began to trade on the STAR sepment of the MTA, ie. 29
October 2019.

(%) Executive Director.

(***) Non-executive director.
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The members of the Board of Statutory Auditors are as follows:

Name and Position Place and date of birth Date first

surname appointed

Massimo Chairman Agnone (IS), 22 September 1965 28.02.2005

Carlomagno

Ester Standing Agnone (IS), 23 May 1966 28.02.2005

Sammartino Auditor

Antonio Mucci Standing Montelongo (CB), 24 March 1946 30.07.2009
Auditor

Giovanni Alternate Matrice (CB), 23 May 1942 28.06.2011

Carlozzi Auditor

Giorgio de Alternate Pesaro, 24 July 1941 28.06.2011

Franciscis Auditor

Control and Risks Committee

Name and surname Position Place and date of birth Date first

appointed

Valentina Montanari Chairman Milan, 20 March 1967 29.10.2019

Emanuela Paola Banfi Member Milan, 20 January 1969 29.10.2019

Eric Sandrin Member Saint-Amand-Montrond, 13 29.10.2019
August 1964

Remuneration and Appointments Committee

Name and surname Position Place and date of birth Date first
appointed
Eric Sandrin Chatrman Saint-Amand-Montrond, 13 29.10.2019
August 1964
Emanuela Paola Banfi Member Milan, 20 January 1969 29.10.2019
Valentina Montanari Member Milan, 20 March 1967 29.10.2019

Related Party Transactions Committee

Name and surname Position Place and date of birth Date first
appointed
Emanuela Paola Banfs Chairman Milan, 20 January 1969 29.10.2019
Valentina Montanari Member Milan, 20 March 1967 29.10.2019
Eric Sandrin Member Samt-Amand-Montrond, 13 29.10.2019

August 1964

11
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Organismo di Vigilanza ex D. Lgs. 231/01

Name and surname Position Place and date of birth Date first
appointed
Chairman Agnone (IS), 22 September  27.12.2016
Massimo Carlomagno 1965
Ester Sammartino Member Agnone (IS), 23 May 1966  27.12.2016

Rocco Sergi is the Financial Reporting Officer.

PricewaterhouseCoopers S.p.A. is the independent auditor appointed for the years 2019-2027.

CORPORATE GOVERNANCE

Corporate governance is the set of rules, systems and mechanisms designed to effectively implement
the organisation’s decision-making processes in the interest of all Group stakeholders. The parent com-
pany Newlat Food S.p.A. complies with the Corporate Governance Code for Listed Companies,which was
last updated in July 2018. A traditional governance system is in place which includes three structures:
the Shareholders’ Meeting, the Board of Directors and the Board of Statutory Auditors.

Board of Directors

The Board of Directors is the body charged with administering the company using the powers allocated
to it by law and by the Articles of Association. It is structured and operates to ensure that its functions
are performed efficiently and effectively. Directors act and make decisions to create value for sharehol-
ders,and they report on operations during the Shareholders’ Meeting. With regard to appointing and re-
placing the entire Board of Directors and/or some of its members,the Company’s Articles of Association
require board members to be elected on the basis of candidate lists in accordance with the methods
outlined in more detail in the Report on Corporate Governance and Ownership Structure (attached to
this document) and in compliance with existing legislation on gender representation. On 8 July 2019,
the Shareholders’ Meeting appointed a four-person Board of Directors, increased to seven when the
Company’s shares began trading on the MTA, which will remain in office until the 2021 financial state-
ments are approved.

Board of Directors committees

The Board of Directors has no internal committees other than those required by the Corporate Gover-
nance Code, with the exception of the Related Party Transactions Committee, in order to comply with
the provisions of the Related Parties Regulation.

The Company has not set up any committees that carry out the functions of two or more of the commit-
tees set out in the Corporate Governance Code, nor has it reserved these functions for the entire Board
of Directors, under the coordination of the Chairman, or divided them differently to the way set out in
the Corporate Governance Code.
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The Board of Directors’ internal committees are as follows:

» The Control and Risks Committee helps the Board of Directors to assess and make decisions
regarding the Internal Control and Risk Management System, the approval of annual and hal-
f-year financial statements and relations between the Company and the independent auditor,
where support is provided in the form of an adequate investigative phase. For this purpose, the
Committee has three members with sufficient financial and accounting experience: Valentina
Montanari,as Chairman, Emanuela Paola Banfi and Eric Sandrin, all of whom are non-executive
and independent directors.

» The Remuneration and Appointments Committee plays an advisory and recommendatory role,
with investigative functions, in the assessments and decisions relating to the composition of
the Board of Directors and to the remuneration of directors and managers with strategic re-
sponsibilities,overseeing their application and making general recommendations on the matter.
The Remuneration Committee is composed of three members, all of whom are non-executive
and independent directors. ALl members have suitable financial and accounting experience and
knowledge. With regard to determining remuneration for board members, the Shareholders’
Meeting allots a salary for the duration of the mandate which may consist of a fixed portion
and a variable portion commensurate with the achievement of certain targets and/or with the
Company’s financial results. To be able to list on the STAR segment, exchange regulations re-
quire the Remuneration Committee to ensure that a significant share of the pay for executive
directors and senior managers be incentive-linked.

Please see the report on remuneration published in accordance with article 123-ter of the
Consolidated Law on Finance (TUF) for information on the general remuneration policy and the
remuneration of executive directors, managers with strategic responsibilities and non-executi-
ve directors. For this purpose, the Committee has three members with sufficient financial and
accounting experience: Eric Sandrin, as Chairman, Emanuela Paola Banfi and Valentina Monta-
nari, all of whom are non-executive and independent directors.

 The Related Party Transactions Committee (hereinafter also the “RPT Committee”) is respon-
sible for ensuring the integrity of transactions with related parties by giving an opinion on the
Company’s interest in completing a specific transaction, as well as on the suitability and fair-
ness of the corresponding conditions. This Committee is composed of the three non-executive
and independent Directors: Emanuela Paola Banfi, as Chairman, Valentina Montanari and Eric
Sandrin.

Board of Statutory Auditors

Members of the Board of Auditors are selected on the basis of their ability to meet requirements of pro-
fessionalism,independence and integrity in accordance with legislation and regulations. The Company’s
Board of Statutory Auditors was appointed during the Shareholders’ Meeting on 8 July 2019 and will
remain in office until the approval of the 2021 financial statements.

Internal Control and Risk Management System

The Internal Control and Risk Management System (ICRMS) is the set of rules, procedures and organisa-
tional structures designed to enable the Company to conduct its business correctly and in line with set
objectives,using a suitable process for identifying, measuring, managing and monitoring the main risks.
The Board of Directors identified the nature and level of risk compatible with the Company’s strategic
objectives when it drew up its strategic, industrial and financial plans. This assessment included all and
any risks that may become significant in terms of sustaining the Company’s activities in the medium to
long term. In support of the ICRMS and the Control and Risks Committee, on 8 July 2019 the Board of
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Directors appointed Angelo Mastrolia as the director responsible for the ICRMS who will perform the
functions listed in point 7.C.4. of the Corporate Governance Code. With the help of the Control and Risks
Committee, the Board of Directors has also drawn up guidelines for the ICRMS, identifying the system
itself as a cross-sectional process integral to all business activities and based on the international prin-
ciples of Enterprise Risk Management (ERM).

The purpose of the ICRMS is to help the Group achieve its performance and profit objectives, obtain
reliable economic and financial information and ensure compliance with existing laws and regulations,
while shielding the Company from reputational damage and financial loss. In this process, particular
importance is given to identifying corporate objectives and classifying and controlling related risks by
implementing specific containment actions.

There are various types of potential business risks - strategic, operational (related to the effectiveness
and efficiency of business operations), reporting (related to the reliability of economic/financial infor-
mation), compliance (related to compliance with existing legislation and regulations to avoid damage
to the company’s reputation and/or financial losses). In view of this, the Internal Audit Department ve-
rifies the suitability of the ICRMS through an audit schedule that is approved by the Board of Directors
and makes provision for regular reports containing sufficient information on the performance of its
activities, as well as timely reports on events of particular importance.

The Board of Directors annually assesses the effectiveness of the ICRMS and its suitability in view of
the characteristics of the business based on information and evidence received with the support of the
investigative activities performed by the Control and Risks Committee, the Head of Internal Audit and
the Supervisory Board pursuant to Legislative Decree 231/2001.

The Board of Directors annually assesses the effectiveness of the ICRMS and its suitability in view of
the characteristics of the business based on information and evidence received with the support of the
investigative activities performed by the Control and Risks Committee, the Head of Internal Audit and
the Supervisory Board pursuant to Legislative Decree 231/2001.

Model 231, Code of Ethics and Anti-Corruption

The Newlat Food S.p.A. Board of Directors approved its “Organisation, Management and Control Model”
pursuant to Legislative Decree 231/2001 (hereinafter also “Model 231”) on 30 March 2016, updating
it most recently on 9 August 2019. The Model was drawn up on the basis of guidelines issued by Con-
findustria (the Italian industry confederation) in accordance with the relevant legislation, and sets out
standards for behaviour, procedures and control activities, in addition to powers and mandates designed
to prevent the offences outlined in Legislative Decree 231/2001.

The Model 231 was published and communicated to all personnel, third-party contractors, customers,
suppliers and partners.

No reports of non-compliant behaviour or violations of the Code of Ethics were received during the year.
In order to ensure that the Model is correctly implemented, a Supervisory Board (SB) has been establi-
shed, currently comprising Massimo Carlomagno, as Chairman, and Ester Sammartino.

The SB sends the Board of Directors a written report every six months on how the Model 231 is being
implemented and disseminated within each Company department. The implementation of adequate
regular and/or sporadic information flows to the SB is another important tool helping it to fulfil its legal
monitoring responsibilities and ensuring that the Model serves its purpose of preventing liability.

No breaches of the Model or irregularities have emerged after examining the information received from
managers of the various areas of the Company,and no acts or conduct have come to light that constitute
an infringement of the provisions of Legislative Decree 231/2001.
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SIGNIFICANT EVENTS DURING THE YEAR

Significant events during the year under review are illustrated below:

* On 9 April 2019, Newlat entered into a contract with Molinos del Plata S.L.U.and Molinos Rio
de la Plata S.A. to buy and sell shares representing the entire share capital of Delverde Indu-
strie Alimentari S.p.A;

e On 27 June 2019, the Shareholders’ Meeting of Newlat Food SpA resolved to approve the
separate financial statements, to examine the 2018 consolidated financial statements and to
allocate the €3,113,716 profit for the year to the Statutory Reserve (5%) and to the Extraordi-
nary Reserve (95%);

¢ On 6 September 2019, the administrative bodies of Newlat Food, Delverde and Centrale del
Latte approved, respectively, the proposed merger by incorporation of Delverde and Centrale
del Latte into Newlat Food S.p.A. pursuant to article 2505 (merger of a wholly owned subsidiary)
of the Italian Civil Code (the “Mergers”);

e Extraordinary meetings of shareholders of Delverde, Centrale del Latte and Newlat Food
S.p.A.were held on 17 September 2019, approving the aforementioned Mergers;

e On 25 October 2019, Borsa Italiana confirmed that the Shares were sufficiently distributed
and arranged that they commence trading on the STAR segment of the MTA on Tuesday, 29
October 2019;

e The Company successfully completed the institutional placement of 12,700,000 shares on 28
October 2019 and was admitted to trading on the STAR segment of the MTA on 29 October;

e On 29 October 2019, the transfer of shares in Newlat GmbH Deutschland from the parent com-
pany Newlat Group SA to Newlat Food S.p.A. was completed. The provisional fee was €55,000
thousand. The price adjustment was fixed within 50 days of the date of admission to trading on
the STAR segment of the MTA;

» On 28 November 2019, the so-called ‘greenshoe option” for 1,080,482 newly subscribed sha-
res was partially exercised by shareholders;

e On 2 December 2019, in application and under the terms of the contractual agreements, the
parties established the additional price for the transfer of Newlat GmbH shares at €13,324
thousand.

15
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SHAREHOLDERS AND FINANCIAL MARKETS

The Newlat Group maintains a constant dialogue with its shareholders through responsible and tran-
sparent communication carried out by the Investor Relations department, with the aim of facilitating
an understanding of the Company’s situation, outlook, Group strategies and the prospects for the refe-
rence market. This department is also tasked with organising presentations, events and roadshows that
enable a direct relationship to be established between the financial community and the Group’s senior
management. For further information,and to consult the economic and financial data, corporate presen-
tations, periodic publications, official press releases and updates on the share price, visit the Investor

Relations section of www.newlat.com.

The following is a graphical representation of the performance of Newlat Food stock over the period 29
October 2019 - 31 December 2019:
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During the period in question, the official Newlat Food share price increased by 4.13% from €5.80 to
€6.04.

The market capitalisation at 31 December 2019 was €246,314,111.

All shares issued were fully paid up.

REPORT ON OPERATIONS

The Newlat Group is an important player in the Italian and European agri-food sector. In particular, the
Group has a strong position in its domestic market and a significant presence in the German market.

The Newlat Group is mainly active in the pasta, dairy and baked goods sectors, as well in special pro-
ducts such as health & wellness, gluten free and baby food. The Newlat Group’s product range is divided

into the following business units:

16
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¢ Pasta;

¢ Milk Products;

« Dairy Products;
 Bakery Products;
 Special Products; and

e Other Products

The Milk Products and Dairy Products market

The previous year’s decline in the consumption of milk and milk-based products continued in 2019,
particularly in the more traditional segments of pasteurised and UHT milk. The butter market recovered
from the previous period, mainly due to the gradual change in consumer habits. The mascarpone market
also suffered a slight decline.

The Pasta and Bakery Products market

Against a background of increasing global consumption of pasta, the pasta market in Italy showed a
moderate decrease during the period under review, in relation to both dry pasta and fresh pasta. The
bakery market also declined slightly, particularly rusks.

The already strong German market grew in 2018 by 1.8% in sales volumes and 2.0% in value.

Commodity prices

Manufacturing the Group’s products requires a large number and variety of raw and semi-finished ma-
terials including, but not limited to, milk, durum wheat semolina,common wheat flour, eggs and packa-
ging materials.

The raw materials costs for milk and cream varied over the course of the year, with an overall decrease
compared with the previous year.

The price of common wheat and durum wheat was broadly stable, as in recent years, registering a ne-
gligible increase.

Costs for purchases of raw materials and finished products decreased by €422 thousand from €154,626
thousand for the year ended 31 December 2018 to €154,204 thousand for the year ended 31 December
2019, despite the contribution of the acquired company Delverde. Costs for purchases of raw materials
and finished products amounted to 48.1% and 50.6% of revenues respectively for the years ended 31
December 2019 and 2018, contributing in part to the greater margin recorded in 2019 than in the pre-
vious year. The following table contains the income statement of the Group’s combined consolidated
financial statements:
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(In € thonsands and as a percentage of revenue Year ended 31 December

Jrom contracts with cusiomers) 2019 % 2018 % 2019 vs 2018 %o
Revenue from contracts with customers 320,902 100.0% 305,830 100.0% 15,072 4.9%
Cost of sales T e E0.000) (83.7%) (6,152 2.4%
Gross operating profit/ (loss) 58,690 18.3% 49,770 16.3% 8,920 17.9%

BL717)  9.9% 7

Sales and distribution costs R i ] (9.1%) (3,853) 13.8%
Administrative costs (e {2 (4.1%) (754) 6.0%
. : 0.2% 263 B17
Net write-downs of financial assets G674 937 (0.3%) )
Other revenues and income 5,141 1.6% 4,577 1.5% 564 12.3%
Other operating costs i . (1.0%) (311) 0.9%
Operating profit/ (loss) (EBIT) 14,559  4.5% 9,730 3.2% 4,829  49.6%
= iy (56.1%
Financial income o e 0.4% (745) )
Financial expenses (1,946) -0.6% (2,077) (0.7%) 131 (6.3%)
Profit (loss) before taxes 13,196 4.1% 8,980 2.9% 4,216  46.9%
Income taxes (2,884 -0.9% (3,028) (1.0%) 144 (4.7%)
Net profit/(loss) 10,311 3.2% 5,952 1.9% 4,359 73.2%

The following is a brief commentary on the most significant changes to the main income statement
items that occurred in the years under review.

Revenue from contracts with customers

Revenue from contracts with customers contains the contractual fees to which the Group is entitled
in exchange for the transfer of the promised goods or services to customers. The contractual fees may
include fixed or variable amounts or both and are recognised net of rebates, discounts and promo-
tions, such as contributions to the mass distribution channel. In particular, in the context of existing
contractual relations with mass distribution operators, Newlat is expected to recognise contributions
as year-end bonuses linked to the achievement of certain turnover volumes or amounts related to the
positioning of products.

I € o disd ; Year ended 31 December Changes
# Sl 7 i
€ dhonsand and percentage) 2019 % 2018 %  2019vs2018 %
Past _ 10,579
m 133268  41.5% 122,689  40.1% : 8.6%
Milk Product 834y (2%
AR roane 70216 21.9% 71050  23.2% (§34) )
Baksry Drodict _ 318
i 35670 11.1% 35352  11.6% 0.9%
Dy Bty 33271 10.4% 30,190  9.9% 3081 102%
Spectal Producis 30547 9.5% 28448 9.3% 209 4%
_ o (09%
Qtherassen 17931 5.6% 18,101  5.9% e )
Revenue from contracts with
Siidtorniers 320,902 100.0% 305,830 100.0% 15,072  4.9%
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SEGMENT REPORTING

The following table provides a breakdown of revenue from contracts with customers by business unit
as monitored by management.

Y ded 31 Decemb
(In € thousand and percentage) car ence eoermne Changes
2019 % 2018 %  2019vs2018 %

Pasta 133268  41.5% 122,689  40.1% 10579 g 6%

. (1.2%
Milk Products 70216 21.9% 71,050 23.2% (834) )
Bakery Products 35670 11.1% 35352 11.6% 899,
Dairy Products 33271 10.4% 30,190  9.9% 3084600,
Special Products 30,547 9.5% 28448 9.3% 20995 40

7 (0.9%

Other assets 17,931 5.6% 18,101 5.9% (179) )
Revenue from contracts with
customers 320,902 100.0% 305,830 100.0% 15,072 4.9%

Revenues relating to the Pasta segment increased in the periods under review due to the contribution
of Delverde, net of which they would have broadly the same as the previous year.

Revenues relating to the Milk Products segment declined as a result of a decrease in the average sales
price thanks to an improved procurement policy.

Revenues relating to the Bakery Products segment were broadly unchanged during the periods under
review.

Revenues from the Dairy Products segment increased as a result of a rise in sales volumes.

Revenues related to the Special Products segment increased mainly due to the renegotiation of price
lists with Kraft-Heinz, as well as to the acquisition of new customers.

Revenues relating to the Other Products segment were broadly unchanged during the periods under
review.

The following table provides a breakdown of revenue from contracts with customers by distribution
channels as monitored by management.

Year ended 31 December Changes
€ thousand and i 2019
(In onsand and percentage) 2019 % 2018 o vs %
2018
R o ; 10,914 .

Mass Distribution 201,935  62.9% 191,021  62.5% 5.7%
s - 1,311

B2B partners 40,081 12.5% 38,770 12.7% 3.4%
_ _ _ 2,235

Normal trade 37443 11.7% 35208 11.5% 6.3%

Privare labels 33,235 10.4% 32,627 10.7% o 1.9%

Food services 8.208 2.6% 8,204 2.6% t 0.1%

Total revenue from contracts with 100.0 100.0 4.9

customers 320,902 % 305,830 % 15,072 %
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Revenues related to the Mass Distribution channel increased in the periods under review due to the
contribution of Delverde, net of which they would have broadly the same as the previous year.

Year ended 31 December Changes
(In € thonsand and percentage) 2019 o 2018 % 2019 vs o
2018

10,062 0:2
Ttaly 173,643 54.1% 163,581 53.5% ’ Yo
3.8
Germany 93,294 29.1% 89,865 29.4% s Y%
: . i 1,582 o0
Other countries 53,966 16.8% 52,384 17.1% %
Total revenue from contracts with 100.0 100.0 4.9
customers 320,902 % 305,830 %o 15,072 %o

Revenues related to the B2B partners channel increased due to the combined effect of lower Pasta
segment sales and higher Special Products segment sales. The B2B partners channel’s contribution to
revenues remains substantially unchanged.

Revenues related to the Normal trade channel increased mainly due to the contribution of Delverde.
Revenues related to the Private label channel increased as a result of higher sales volumes.

Revenues related to the Food services channel increased as a result of Delverde’s contribution.

The following table provides a breakdown of revenue from contracts with customers by geographical
area as monitored by management.

Year ended 31 December
(In € thousand and percentage)

2019 2018
Operating profit/(loss) (EBIT) 14,559 9,730
Net invested capital (¥) 42921 49 888
ROI (¥) 33.9% 19.5%

(*) Net invested capital and ROI (return on investment) are alternative performance indicators not identified as an accounting
measure under IFRS and, therefore, should not be considered alternative measures to those provided by the Group's financial
statements when assessing the Group's results.

Revenues from Italy have increased mainly due to Delverde’s contribution.
Revenues from Germany increased as a result of higher volumes in the Dairy sector.

Revenues from other countries were broadly in line during the periods under review, with the increase
in absolute values due to Delverde’s contribution.

Gross operating result and operating result

The increase in gross operating profit in the periods under review was attributable to higher revenues
from contracts with customers that would have occurred at constant structure, although the effect of
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lower raw materials costs was greater.

The increase in ROS (return on sales) was attributable to an increase in operating profit, due mainly to
an improvement in the procurement process.

The following table provides a reconciliation of the ROS for the periods under review:

Year ended 31 December
(In € thousand and percentage)
2019 2018
Operating profit/(loss) (EBIT) 14,559 9,730
Revenue from contracts with customers 320,902 305,830
ROS * 4.5% 3.2%

(*) ROS (return on sales) is an alternative performance indicator not identified as an accounting measure under IFRS and,
therefore, should not be considered an altermative measure to those provided by the Group's financial statements when assessing
the Group's results.

ROI (return on investment) increased mainly (i) as a result of a substantial improvement in operating
profit (EBIT) and (ii) as a result of a lower net working capital due to the collection in 2019 of €10,000
thousand of receivables from the associate New Property.

The following table provides a reconciliation of the ROI for the periods under review.

Year ended 31 December
(Inn € thonsand and percentage)
2019 2018
Operating profit/(loss) (EBIT) 14,559 9,730
Net invested capital (*) 42,921 49,888
ROI (*¥) 33.9% 19.5%

(*) Net invested capital and ROI (return on investment) are alternative performance indicators not identified as an accounting
measure under IFRS and, therefore, should not be considered alternative measures to those provided by the Group's financial
statements when assessing the Group's results.

EBITDA

The following table provides a reconciliation of EBITDA, the EBITDA margin and cash conversion at 31
December 2019 and 2018:

Year ended 31 December
(1n € thowusand and percentage)
2019 2018
Operating profit/(loss) (EBIT) 14,559 9,730
Amortisation, depreciation and write-downs 15,092 13,561
Net write-downs of financial assets 674 937
EBITDA (¥) (A) 28,325 24,228
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Revenue from contracts with customers 320,902 305,830

EBITDA margin (¥) 8.8% 7.9%
mvestments (B) 4,659 5,193
Cash conversion [(A) - (B)]/(A) 83.6% 76.1%

(*) Operating profit/(loss) (EBIT), EBITDA, the EBITDA margin and the cash conversion are alternative performance
indicators not identified as an accounting measure under IFRS and, therefore, should not be considered alternative measures to
those provided by the Group's financial statements when assessing the Group's results.

To assess performance, the Company’s management monitors, among other things, EBITDA by business
unit as shown in the following table:

(In € thousands and as a Year ended 31 December Changes
percentage of revesine from

iy bk i) 2019 Yo 2018 % 2019 vs 2018 %

Pasta 9,001 6.8% 8,621 7.0% 380 4.4%
Mtk Products 5,433 7.8% 4132 5.8% 1,321 32.0%
Bakery Producis 5815 16.3% 4,882 13.8% 933 19.1%
Dairy Products 4030 12.1% 3,296 10.9% 734 22.3%
Special Products 3,408 11.2% 2,628 9.2% 780 29.7%
Other assets 619 3.5% 669 3.7% G0)  (7.5%)
EBITDA 28,325 8.8% 24,228 7.9% 4,097 16.9%

EBITDA from the Pasta segment was broadly in line with the previous year.

EBITDA from the Milk Products segment increased mainly as a result of a marked improvement in the
supply chain.

EBITDA from the Bakery Products segment increased mainly due to the combination of (i) the increase
in sales volumes with higher margins and (ii) the reduction in the cost of purchasing raw materials.

EBITDA from the Dairy Products segment increased mainly due to the increase in sales volumes with
higher margins, particularly mascarpone.

EBITDA from the Special Products segment increased mainly due to the increase in sales volumes and
the renegotiation of some existing contracts.

EBITDA from the Other Products segment was broadly in line with the previous year.
Standardised EBITDA

The Group’s management monitors performance through, among other things, the Standardised EBIT-
DA, defined as the EBITDA of the period adjusted for income and expenses that, by their nature, are rea-
sonably expected not to recur in future periods. In this regard, it should be noted that the Standardised
EBITDA has not been adjusted for prior-year releases of a previous risk provision relating to the Ozzano
Taro olant.

Year ended 31 December
(In € thonusand and percentage)
2019 2018
EBITDA * 28,325 24,228
Non-recurning expense (income) 367 632
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Standardised EBITDA (¥) 28,692 24,860
Revenne from contracts with customers 320,902 305,830

Standardised EBITDA margin (¥) 8.9% 8.1%
(*) EBITDA, Standardised EBITDA and the Standardised EBITDA margin are alternative performance indicators not identified

as an accounting measure under IFRS and, therefore, should not be considered alternative measures to those provided by the

Group's financial statements when assessing the Group's results.

The Group’s Standardised EBITDA increased by €3,832 thousand (+15.4%). This change is attributable, in
addition to the EBITDA trend, to the €265,000 decrease in non-recurring charges.

The following table provides standardised EBITDA by business unit at 31 December 2019 and 2018:

(In € thonsands and as a Year ended 31 December Changes
percentage of revenie from

contracts with cistoners) 288 & 15 “ 2 y=2us “

Pasta 9,624 6.8% 8,621 7.0% 1,003 11.6%
Milk Products 5,032 7.2% 4,494 6.3% 538 12.0%
Bakery Products 5815 16.3% 4,882 13.8% 933 19.1%
Dairy Products 4,030 13.3% 3,296 10.9% 734 29 304,
Spectal Products 3,408 11.2% 2,696 0.5% 712 26.4%
Other assets 784 4.4% 871 4.8% (87)  (10.0%)
Standardised EBITDA 28,692 8.9% 24,860 8.1% 3,832  15.4%

Net profit/loss

The table below provides a reconciliation of the ROE at 31 December 2019 and 2018.

The significant increase in ROE related mainly to the increase in net profit (+73.2%).

Year ended 31 December
(In € thonsand and percentage)
2019 2018
Net profit/loss 10,311 5,952
Shareholders’ equity 91,546 63,540
ROE (%) 11.3% 92.4%

Report on the performance and results of the Group’s activities

To assess the Group’s performance, management monitors, among other things, the alternative perfor-
mance indicators pertaining to assets and liabilities, results and cash flows, which are summarised in
the following tables and explained further in the paragraphs below.:

Year ended 31 December
(In € thousand and percentage)

2019 2018
Net non-current assets 63,792 61.676
Net operating working capital (10,437) (13,101)
Net working capital (20,871) (11,788)
Net invested capital 42,921 49,888
Net financial debt (48,624) (13,652)
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Net financial debt / Equity (0.5) 0.2

Net financial debt / EBITDA  F 0.56
Borrowings 42,922 49,888
Investments 4,659 5595
Investments as a share of revenues 1.5% 1.9%
Average days in inventory 37 36
Turnover rate of inventories 9.8 0.9
Average days for collection of trade receivables 52 61
Trade recervables turnover rate 6.9 5.9
Average days for payment of trade payables 130 128
Turnover rate of trade payables 2.8 2.8
Revenue from contracts with customers 320,902 305,830
EBITDA 28,825 24,228
Operating profit/(loss) (EBIT) 14,559 9,730
Operating profit/ (loss) (EBIT) margin 45% 3.2%
Adjusted EBIT 14,926 10,362
Adjusted EBIT margin 4.7% 3.4%
ROS 4.5% 3.2%
ROI 33.9% 19.5%
Adjusted ROI 34.8% 20.8%
Net profit/loss 10,311 .95
Adjusted net profit/ (loss) 10,678 06,584
ROE 16.2% 8.8%
Adjusted ROE 16.8% 9.8%

(*) The alternative performance indicators set out in this table are not identified as accounting measures under IFRSs and should
therefore not be considered as alternative measures to those provided by the Group's financial statements when assessing the
Group's financial position and results.

The following table shows the reclassified statement for “Sources and uses” of the combined consolida-
ted statement of financial position and statement of cash flows at 31 December 2019 and 2018:

. At December 31

(in € theusands)

2019 2018
Uses
Net non-current assets (*) 63,128 61,676
Net working capital (*) (20,207) (11,788)
Net invested capital (*) 42,922 49,888
Sources
Shareholders’ equity 01,546 63,540
Net financial debt (¥) (48,624) (13,652)
Total borrowings 42,922 49,888

(*) Net non-current assets, net working capital, net ivested capital and net financial debt are alternative performance indicators
not identified as accounting measures under IFRSs and should therefore not be considered as alternative measures to those
provided by the Group's financial statements when assessing the Group’s financial position.

The decrease in the Group’s net invested capital recorded at 31 December 2019 compared with 31 De-
cember 2018,amounting to €6,967 thousand, was attributable to a combination of greater net non-cur-
rent assets (€1,452 thousand), deriving mainly from the consolidation of Delverde following the ac-
quisition, which was more than offset by a €8,419 thousand reduction in net working capital, mainly
attributable to the collection of a €10,000 thousand receivable from New Property S.p.A. as an adjust-
ment resulting from the real estate spin-off operation in 2017.
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The changes that affected shareholders’ equity for the year ended 31 December 2019 related to the
following effects:

« the distribution of shareholders’ equity in favour of the shareholder Newlat Group S.A., resul-
ting from the payment of €58,324 thousand for the acquisition of Newlat GmbH, against the
consolidation of the company from 1 January 2019 as part of the preparation of the combined
consolidated financial statements, consistent with the accounting treatment of transactions
between related parties under common control;

« the fee for the institutional placement of the shares net of the costs of listing and the related
tax benefit for a total amount of €76,265 thousand;

« the recognition of the total net profit for the period, in the amount of €10,311 thousand,;

 other minor changes in the amount of €249 thousand.

(in € thonsands) At December 31

Net financial debt 2019 2018
A. Cash 39 357
B. Cash equivalents 100,845 61,429
C. Securities held for trading 4 4
D. Cash and cash equivalents (A)+(B)+(C) 100,888 61,790
E. Current financial receivables - -
E. Current bank payables (17,575) (24,324)
G. Current portion of non-current debt (4,779) (2,701)
H. Other current financial debt (4.878) (5,225)
I. Current financial debt (F)+(G)+(H) (27,232) (32,250)
- of which guaranieed (12,263) (25,968)
- of which not guaranieed (14,967) (6,282)
J. Net current financial debt (D)+ (E)+ (D) 73,650 29,540
K. Non-current bank payables (12,000) (1,778)
L. Bonds issued = =
M. Other non-current financial debt (13,032 (14,110)
N. Non-current financial debt (K)+(L)+(M) (25,032) (15,888)
- of which gnaranieed (1.691)
- of which not suaranzeed (23,032) (14,197)
0. O. Net financial debt (J)+ (N) 48,624 13,652

Net financial debt

The following is a detailed statement of the Group’s net financial debt at 31 December 2019 and 31
December 2018 determined in accordance with CONSOB Communication DEM/6064293 of 28 July 2006
and in compliance with Recommendations ESMA/2013/319:
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(in € thousands) At December 31

Net financial debt 2019 2018
A. Cash 39 357
B. Cash equivalents 100,845 61,429
C. Securities held for trading 4 4
D. Cash and cash equivalents (A)+(B)+(C) 100,888 61,790
E. Current financial receivables - -
E Current bank payables 17,575) (24,324)
G. Current portion of non-current debt (4,779) (2,701)
H. Other current financial debt (4,878) (5,225)
L. Current financial debt (F)+(G)+(H) (27,232) (32,250)
- of which guaranteed (12,265) (25,968)
- of which not guaranteed (14,967) (6,282)
J. Net current financial debt (I)+ (E)+ (D) 73,656 29,540
K. Non-current bank payables (12,000 (L,778)
L. Bonds issued = =
M. Other non-current financial debt (13,032) (14,110)
N. Non-current financial debt (K)+(L)+(M) (25,032) (15,888)
- of which guaranteed (1.691)
- of which not guaranteed (25,032) (14,197)
0. O. Net financial debt (J)+ (N) 48,624 13,652

The change in net financial debt at 31 December 2019 compared with 31 December 2018, totalling
€34,972 thousand, is mainly due to: (i) the reduction of €58,324 thousand in the Group’s liquidity,
caused by the payment of the remaining portion of the fee due to Newlat Group for the acquisition
of Newlat Deutschland GmbH, (ii) the acquisition of Delverde for €3,775 thousand, (iii) the increase in
liquidity caused by the institutional placement operation for a total of €74,494, and (iv) the generation
of cash from operating activities.

At 31 December 2019, without considering lease liabilities, net financial debt was as follows:

) At December 31
(i1t € theusands)
2019 2018
Net financial debt 48,624 13,652
Current lease liabilities 776 5,087
Non-current lease liabilities 13,032 14,110
Net financial position 66,432 32,849

The following table shows some of the Group’s solvency indicators at 31 December 2019 and 2018:

At December 31
(212 € thowsainds)
2019 2018
Net financial debt / Equuty 0.53 0.21
Net financial debt / EBITDA L. 0.56
EBITDA / financial expenses 14.56 11.66
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INVESTMENTS

The following table provides a breakdown of the Group’s investments in property, plant and equipment
and intangible assets in the years ending 31 December 2019 and 2018:

Ye ded 31 De b
(L € thonsand and percentage) carende ceember

2019 % 2018 %%
1.3 70, 70/
Land and buildings 30 1.7% 154 27%
Plant and machinery 2,789 59.9% 4,562 78.5%
Industrial and commercial equipment 118 2.5% 212 3.7%
Other assets 182 3.9% 59 0.9%
Leasehold improvements 139 3.0% 154 2.7%
Assets under construction and payments on account 1,074 231% 451 7.8%
Investments in property, plant and equipment 4,382 94.1% 5,585 96.3%
; ; : 5.3% 1.6%
Patents and intellectual property rights 247 90
: ’ - : R 0.5% 0.7%
Concessions, licences, trademarks and similar rights 23 39
0/ 0/
Other assets 4 024 79 L
Assets under development - 0.0%
Investments in intangible assets 277 6.0% 208 3.7%
Total investments 4,659  100.0% 5,793  100.0%

During the reporting period, the Group made investments totalling €4,659 thousand.

The Group’s investment policy is aimed at innovation and diversification in terms of product supply. In
particular, the Group attaches importance to the development of new products, with the aim of conti-
nuously improving customer satisfaction.

Investments in property, plant and equipment relate mainly to purchases of plant and machinery, mostly
in connection with projects for updating and renovating production and packaging lines.

Investments in intangible assets relate mainly to the purchase and updating of software.

The following table provides a breakdown by business unit of the Group’s investments in property, plant
and equipment and intangible assets at 31 December 2019 and 2018.:

Year ended 31 December

(In € thonsand and percentage)

2019 % 2018 %
Special Products 229 +9% a0 A
Pasta 2,335 o g 2L0%
Bakery Products 1,042 — 1,079 16l
Milk Products 644 13.8% 46 11.2%
Dairy Products 122 o 13%
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0/ U./
Other assets 287 62% 399 6.4%

Total investments 4,659 100.0% 5,793 100.0%

Investments in the Milk Products business unit mainly relate to the efficiency of production facilities at
the Reggio Emilia plant.

Investments in the Special Products business unit relate mainly to new software and packaging systems.

Investments in the Pasta business unit relate mainly to the new packaging facility for pasta products,
located at the Sansepolcro (AR) plant.

Investments in the Bakery Products business unit mainly relate to the new packaging facility for baked
products, located at the Sansepolcro (AR) plant.

OTHER INFORMATION

Policy for analysing and managing risks connected with the activities of the Group

This section provides information on exposure to risks connected with the activities of the Group as well
as the objectives, policies and processes for managing such risks and the methods used to asses and to
mitigate them. The guidelines for the Group’s ICRMS, defined by the Board of Directors, identify the inter-
nal control system as a cross-sectional process integral to all business activities. The purpose of the ICRMS
is to help the Group achieve its performance and profit objectives, obtain reliable economic and financial
information and ensure compliance with existing laws and regulations, while shielding the Company
from reputational damage and financial loss. In this process, particular importance is given to identi-
fying corporate objectives, classifying (based on combined assessments regarding the probability and the
potential impact) and controlling related risks by implementing specific containment actions. There are
various types of potential business risks: strategic, operational (related to the effectiveness and efficiency
of business operations), reporting (related to the reliability of economic-financial information), compliance
(related to the observance of the laws and regulations in force, to avoid the company suffering damage to
its image or and/or economic losses) and, lastly, financial. Those in charge of the various company depart-
ments identify and assess the risks within their jurisdiction, whether these originate within or outside the
Group, and identify actions to limit and reduce them (so-called “first-line control”).

On top of this come the activities of the Financial Reporting Officer and their staff (so-called “second-level
control”) and of the Head of Internal Audit (so-called “third-level control”), who continually monitors the
efficiency and effectiveness of the ICRMS through risk assessment, audit and follow-up activities.

The results of the risk identification procedures are reported and discussed to and discussed by the Group’s
senior management so that they can be covered and insured and the residual risk can be evaluated.

The following paragraphs describe the risks considered to be significant and connected with the activities

of the Group (the order in which they are listed does not imply any classification, in terms of either proba-
bility of occurrence or possible impact):
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STRATEGIC RISKS

Risks relating to the macroeconomic and sector situation

The activity of the Group is influenced by the general conditions of the economy in the various markets
where it operates. A period of economic crisis, with a consequent slow-down in consumption, can have a
negative impact on the sales trends of the Group. The current macroeconomic context causes significant
uncertainty regarding forecasts, with the resulting risk that reduced performance could impact margins
in the short term. The Group pursues its aim of increasing its industrial efficiency and improving its
production capacity while reducing overheads.

Risks connected with the external growth strategy

The Group has so far based its growth strategy on acquisitions of other companies, businesses or bu-
siness units, and the plan is to continue this external growth strategy. The Group is therefore exposed
to the risk of not being able to identify suitable companies or businesses in the future in order to feed
its external growth strategy, or of not having the financial resources necessary to acquire the identi-
fied entities. The Group is also exposed to the risk that its past or future acquisitions will bring about
unexpected costs and/or liabilities that prevent it from achieving its objectives.

OPERATING RISKS
Risks related to the high level of competitiveness of the sector

The food & beverage market in which the Group operates is characterised by a particularly significant
level of competition, competitiveness and dynamism. This market is characterised in particular by (i)
increasing competitiveness of companies that produce so-called private label products with prices lower
than those charged by the Group; (ii) increasing prevalence of online sales (where the Group is starting
to have a presence) resulting in a decrease in product prices,especially in the mass distribution channel,
through which the Group generates a significant percentage of its revenues,namely 62.5% on an aggre-
gate basis at 31 December 2019; (iii) frequent promotional campaigns over time and with significant
discounts; (iv) consolidation of existing operators (through M&As), especially in the mass distribution
channel. The Group pursues its aim of increasing its industrial efficiency and improving its production
capacity while reducing overheads and being competitive in its reference markets. Moreover, thanks to
the presence of some “unique” products, the Group is able to face any level of competition.

FINANCIAL RISKS

Management of financial risks

The main business risks identified, monitored and, as specified below, actively managed by the Group
are as follows:

» market risk, arising from the fluctuation of interest rates and of exchange rates between the
euro and the other currencies in which the Group operates;

e credit risk, arising from the possibility of counterparty default;
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« liquidity risk, arising from a lack of financial resources to meet commitments.

The Group’s objective is to manage its financial exposure over time so that liabilities are balanced with
assets on the statement of financial position and that the necessary operational flexibility is in place by
using bank loans and the cash generated by current operating activities.

The ability to generate liquidity from core operations, together with the ability to borrow, allows the
Group to adequately meet its operational, working capital financing and investment needs, as well as
to comply with its financial obligations. The Group’s financial policy and the management of the related
financial risks are centrally guided and monitored. In particular, the central finance function is respon-
sible for assessing and approving forecast financial requirements, monitoring performance and taking
corrective action where necessary.

Exchange risk

Exposure to the risk of exchange rate fluctuations derives from the Group’s commercial activities con-
ducted in currencies other than the euro. Revenues and costs denominated in foreign currency can be
influenced by fluctuations in the exchange rate, bringing about an impact on trade margins (economic
risk), and trade and financial payables and receivables denominated in foreign currency can be im-
pacted by the conversion rates used, with a knock-on effect on the profit or loss (transaction risk). Final-
ly, fluctuations in exchange rates are also reflected in consolidated results and equity.

The main exchange rates to which the Group is exposed are:
e Euro/USD, in relation to transactions carried out in US dollars;
» Euro/GBP, in relation to transactions carried out in pound sterling.

The Group does not adopt specific policies to hedge exchange rate fluctuations because management
does not believe that this risk can significantly harm the Group’s results, since the amount of inflows
and outflows of foreign currency is not only insignificant, but also fairly similar in terms of volumes and
timing.

A hypothetical positive or negative change of 100 bps in the exchange rates relating to the currencies
in which the Group operates would not have a significant impact on the net result and shareholders’
equity of the years under review.

Interest rate risk

The Group uses external financial resources in the form of debt and uses the liquidity available in mar-
ket instruments. Changes in interest rate levels affect the cost and return of the various forms of funding
and use, thus affecting consolidated net financial expense. Exposure to interest rate risk is constantly
monitored according to the trend of the Euribor curve, in order to assess possible interventions to con-
tain the risk of a potential rise in market interest rates. At the reference dates, there were no hedges
carried out by trading in derivatives.

With reference to interest rate risk, a sensitivity analysis was carried out to determine the effect on
the consolidated income statement and consolidated shareholders’ equity that would result from a
hypothetical positive and negative change of 50 bps in interest rates compared with those actually
recorded in each period. The analysis was carried out mainly with regard to the following items: (i) cash
and cash equivalents and (ii) short-and medium-/long-term financial liabilities. With regard to cash and
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cash equivalents, reference was made to the average inventory and the average rate of return for the
period , while for short- and medium-/long-term financial liabilities, the precise impact was calculated.

The table below shows the results of the analysis carried out:

v :
H R e Impact on shareholders' equity

(in € thonsands) net of tax
- 50 bps + 50 bps - 50 bps + 50 bps
Year ended 31 December 2019 (62) 62 (62) 62
Year ended 31 December 2018 (71) 71 (71) 71
Credit risk

The Group is exposed to the credit risk inherent in the possibility of its customers becoming insolvent
and/or less creditworthy, so it monitors the situation continually.

Credit risk derives essentially from the Group’s commercial activity, where its counterparties are predo-
minantly mass and retail distribution operators. Retail receivables are extremely fragmented, while the
mass distribution segment is characterised by a larger exposure to a single client.

The following table provides a breakdown of trade receivables (from consolidated financial statements)
at 31 December 2019 and 2018 grouped by maturity, net of the provision for bad debts:

91-180 More than

(in € thousands) Expiring 1;32:1?:: days 181 days Total
overdue overdue
Gross trade receivables at 31 December 2019 36,062 8,839 2,943 16,250 64,694
Provision for bad debts - (238) (222) (14,960) (15,420)
Net trade receivables at 31 December 2019 36,662 8,101 2021 1,290 49,274
Gross trade receivables at 31 December 2018 36,574 12,964 983 15,550 606,071
Provision for bad debts - (118) (41) (14,540) (14,699)
Net trade receivables at 31 December 2018 36,574 12,846 942 1,010 51,372
Liquidity risk

Liquidity risk is the risk that, due to the inability to find new funds or to liquidate assets on the market,
the Group will not be able to meet its payment obligations, resulting in a negative impact on results if
it is forced to incur additional costs to meet its obligations or an insolvency situation.

The liquidity risk to which the Group may be subject comprises the failure to find sufficient financial re-
sources for its operations,as well as for the development of its industrial and commercial activities. The
two main factors that determine the Group’s liquidity situation are the resources generated or absorbed
by operating and investment activities,and the maturity and renewal status of payables or the liquidity
of financial commitments and market conditions. In particular, the main factor affecting the Group’s
liquidity is the resources absorbed by operating activities: the sector in which the Group operates has
seasonal sales phenomena, with peak liquidity requirements in the third quarter caused by a higher
volume of trade receivables compared with the rest of the year. The Group’s commercial and finance
teams work together to manage the changing liquidity requirements, which involves carefully planning
financial requirements related to sales, drafting the budget at the beginning of the year and carefully
monitoring requirements throughout the year.
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Since they are also subject to seasonal phenomena, liquidity requirements linked to inventory dynamics
are subject to analysis as well: planning purchases of raw materials for the inventory is managed in ac-
cordance with established practices, with the Chairman involved in decisions that could have an impact
on the Group’s financial equilibrium.

Based on established practices inspired by prudence and stakeholder protection, the Group’s finan-
cing activity involves negotiating credit lines with the banking system and continually monitoring the
Group’s cash flows.

The table below provides a breakdown of the Group’s financial requirements by contractual maturity:

Carrying

Expiry date

amount at =
(in € thensands) 31 ~
' - TP Year Year Year Year Year

2020 2021 2022 2023 2024
r 2019

Unicredit loan agreement (Newlat Food SpA) 1,691 1,691 -
Unicredit loan agreement (Newlat Deutschland) 89 89 . =
Deutsche Bank loan agreement 15,000 3,000 3,000 3,000 3,000 3,000
Payables for invoice payments on account (BMPS) 10,575 10,575 - -
Other lines of credit 7,000 7,000
Use of credit lines and current account overdrafts 102 102 - -
Total financial liabilities 34,456 22,456 3,000 3,000 3,000 3,000

Positions or transactions deriving from atypical and/or unusual transactions

Pursuant to CONSOB Communication no. 6064293 of 28 July 2006, it is hereby disclosed that, during
2019, no atypical and/or unusual transactions occurred outside the Company’s normal business that
could give rise to doubts regarding the accuracy and completeness of the information in the financial
statements, conflicts of interest, protection of assets and the safeguarding of minority shareholders. The
accounting and financial effects of extraordinary transactions occurring in 2019 have been illustrated
above.

Treasury shares and shares of parent companies
In compliance with the provisions of article 2428 of the Italian Civil Code, it is confirmed that during
2019 the Parent Company did not trade in any treasury shares or shares of parent companies and does

not, at 31 December 2019 and at present, hold any treasury shares or shares of parent companies. The
subsidiaries do not hold any shares of the Parent Company.

Sub-offices

No sub-offices were established.

Corporate governance

Information on corporate governance is provided in a separate report that is an integral part of the
financial statements, annexed to this Report.
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TRANSACTIONS WITH RELATED PARTIES

The transactions entered into by the Group with Related Parties (hereinafter the “Related Party
Transactions”), identified on the basis of criteria defined by IAS 24 - “Related Party Disclosures”, are
primarily of a commercial and financial nature and are carried out at arm’s length conditions. On 6
September 2019, the Board of Directors approved the text of and resolved to adopt the Procedure for
Transactions with Related Parties with effect from the trading start date and subject to the favourable
opinion of the Related Party Transactions Committee, also taking into account the guidelines provided
by the Related Party Regulations. The RPT Committee expressed this favourable opinion at its meeting
of 13 November 2019.

The explanatory notes to the consolidated and separate financial statements report on the income
statement and statement of financial position items pertaining to related party transactions at 31
December 2019 and 2018. This information has been extracted from the consolidated and separate
financial statements and from calculations carried out by the Company based on the outcome of ge-
neral and operational accounting work.

The Group did not carry out Related Party Transactions that were unusual in terms of characteristics,
or significant in terms of amount, other than those of an ongoing nature or which have already been
illustrated.

For information on the remuneration of members of corporate bodies and senior managers, see the
explanatory notes to the separate and consolidated financial statements.

The Group deals with the following related parties:
e direct or indirect parent company (“Parent Company”);

e subsidiaries of the direct parent company or indirect parent companies other than its own
subsidiaries and associates (“Companies controlled by the parent companies”);

SIGNIFICANT EVENTS AFTER THE END OF THE YEAR AND OPERA-
TIONAL OUTLOOK

In January 2020, following the spread of the virus called SARS-CoV-2 and its respiratory disease called
COVID-19 (commonly known as the ‘Coronavirus’), the Chinese and other foreign governments took
some restrictive measures to contain the potential spread of the epidemic. Among these, the most
significant have involved the isolation of the region where the epidemic originated, restrictions and
controls on travel to, from and within China, restrictions on the movement of the local population and
the closure of offices and production facilities throughout the country.

Between the last week of February 2020 and the date of preparation of these financial statements (19
March 2020),the aforementioned virus spread rapidly in Italy and in various other countries, with signi-
ficant negative effects for the health of many people, for commercial activities and for the economies
of the countries involved.

At the date of preparation of these financial statements, it is not possible to predict when the spread
of the epidemic will be halted and whether the national governments, in Italy and in the other coun-

tries where the Company and the Newlat Group operate, will adopt any further restrictive measures
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affecting production and commercial activities and the movement of people.

Due to the above,the Company - at the date of preparation of these financial statements - cannot predi-
ct the extent to which the aforementioned events may have significant repercussions on the prospects
of the Company and the Newlat Group in 2020. Finally, with reference to the accounting principles and
estimates used to prepare the consolidated and separate financial statements,and based on the infor-
mation available at the date of preparation of the following financial statements, the Directors believe
they reasonably exclude impacts attributable to COVID-19.

La Direzione della Societa,dopo un attento monitoraggio degli eventi accaduti,ha prontamente imAfter
careful monitoring of events,the Company’s management has promptly implemented the strategic de-
cisions and appropriate actions in this situation and highlights the following important characteristics
of its business structure, which are supported by the exceptional data on revenues from sales made in
the first two and a half months of 2020:

e full production capacity: all the establishments of the Company and the Group continue their activi-
ties, in full compliance with the health standards prescribed by the authorities;

» sourcing and logistics: in view of the primarily local (linked to geographical sales areas) structure for
sourcing raw materials, and also considering current availability, we do not believe that the current
COVID-19 emergency can have material impacts on the supply chain. Similarly, there are no problems
in the logistics services used;

e distribution channels: Newlat Food generates 73% of its turnover (63% from its own brands and
10% from private labels) through the mass distribution channel, 12% through the B2B channel (baby
food) via long-term contracts with multinationals,and 11% through small shops, located mainly in the
centre and south of Italy. Revenues from sales related to the HoReCa segment, which were particularly
impacted in March 2020 by the large decrease in footfall, both from tourists and locals, are less than
5% of the total revenues of the Company.

e Current Trading 2020: in the first two months of the year, generally characterised by a lower contri-
bution to total annual turnover, Newlat Food saw its organic turnover grow by 2% in Italy and 3% in
Germany. In the first two weeks of March 2020, there was an average year-on-year increase of 35% in
total turnover across all production divisions, compared to the same period in 2019.

On account of these positive foundations, although there remains considerable uncertainty about what
path the Coronavirus will take, Newlat Food’s management remains fully confident in the continuation
of its organic growth plans.
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ANNEX A - COMBINED CONSOLIDATED FINANCIAL STATEMENTS

Combined consolidated statement of financial position

At December 31

fin € thousands)

2019 2018
Non-current assets
Property, plant and equipment 31,799 30,669
Right-of-use assets 17,326 18,577
of uhich transactions aith related parties o467 12,227
Intangible assets 25,217 25,7113
Non-current financial assets measured at fair value through profit 4 32
or loss
Financial assets valued at amortised cost 866 858
of which fransactions with related parfies 735 735
Prepaid tax assets 5,034 4,844
Total non-current assets 80,284 80,693
Current assets
Inventories 25,880 25251
Trade receivables 49274 53,869
of which ransactions with related parties 19 19
Current tax assets 716 775
Other receivables and current assets 4,701 14,440
of which fransactions with related parties - 10,000
Current financial assets measured at fair value through profit or 4 4
loss
Cash and cash equivalents 100,884 61,786
of which transactions with related parties 45,338 61429
Total current assets 181,460 156,125
TOTAL ASSETS 261,744 236,818
Shareholders’ equity
Share capital 40,780 27,000
Reserves 40,454 30,588
Net profit/loss 10,311 5,952
Total net equity 91,546 63,540
Non-current liabilities
Provisions for employee benefits 10,646 11,038
Provisions for risks and charges 1,396 1,008
Deferred tax habilities 3,850 3,850
Non-current financial liabilities 12,000 1,778
Non-current lease liabilities 13,032 14,110
of uhich transactions with related parties 5,989 9,760
Other non-current liabilities 600 3,121
Total non-current liabilities 41,524 34,905
Current liabilities
Trade payables 85,502 92221
of which transactions with related parties 149 795
Current financial liabilities 22456 27163
Current lease liabilities 4,776 5,087
of which transactions with related parties 2341 2676
Current tax liabilities 471 410
Other current habilities 15,379 13,492
Total current liabilities 128,074 138,373
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 261,744 236,818
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Combined consolidated income statement

. ) Year ended 31 December
(in € thousands)
2019 2018
Revenue from contracts with customers 320,902 305,830
Cost of sales (262,212) (256,060)
of which transactions uith related parties (3,357) (2.874)
Gross operating profit / (loss) 58,690 49,770
Sales and distribution costs (31,717) (27,864)
Administrative costs (13.417) (12,663)
of which tramsactions with related parties 453) #@20)
Net write-downs of financial assets (674) (937)
Other revenues and income 5,141 4577
Other operating costs (3.404) (3,153)
Operating profit/(loss) 14,559 9,730
Financial income 582 1327
of which transactions uith related parties 408 1,232
Financial expenses (1,946) (2,077)
of which transactions uith related parties (135) #70)
Profit (loss) before taxes 13,196 8,980
Gross income taxes (2,884) (3,028)
Net profit/loss 10,311 5,952
Basic net profit/(loss) per share 0.35 0.22
Diluted net profit/ (loss) per share 0.35 0.22
Combined statement of other comprehensive income
g ) Year ended 31 December
(in € thousands) 2019 2018
Net profit/ (loss) (A) 10,311 5,952
a) Other components of comprehensive income that will not
be subsequently reclassified to the income statement:
Actuarial gains/(losses) (343) 209
Tax effect on actuaual gains/(losses) 94 (67)
Total other components of comprehensive income that will (249 142
not be subsequently reclassified to the income statement
Total other components of comprehensive income, net of tax (249) 142
effect (B)
Total comprehensive net profit/(loss) (A)+(B) 10,062 6,094
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Combined statement of changes in shareholders’ equity

Total
(iin € thousands) Sh:fre Reserves D shareholders
capital profit/loss ) i
equity

At 31 December 2017 27,000 35,954 4,492 67,446
Allocation of net profit/(loss) for the previous year 2 4,492 (4,492 -
Newlat Deutschland combination - (10,000) - (10,000)
Total transactions with shareholders = (10,000) - (10,000)
Net profit/loss = - 5,952 5,952
Actuarial gains/ (losses) net of the related tax effect = 142 - 142
Total comprehensive net profit/(loss) for the

year - 142 5,952 6,094
At 31 December 2018 27,000 30,588 5,952 63,540
Allocation of net profit/(loss) for the previous year 5,952 (5,952) -
Newlat Deutschland combination - (58,324) - (58,324)
Total transactions with shareholders - (52,372) (5,952) (58,324)
Share capital increase via IPO 13,780 13,780
Increase in the share premium reserve 66,147 66,147
IPO costs (5,077) (5,077)
Tax benefit - IPO costs 1416 1,416
IPO total 13,780 62,486 - 76,265
Net profit/loss 10,311 10,311
Actuarial gamns/ (losses) net of the related tax effect (249) (249)
Total comprehensive net profit/(loss) for the

year - (249) 10,311 10,062
At 31 December 2019 40,780 40,454 10,311 91,546
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Combined statement of cash flows

. At December 31
(in € thousands)
2019 2018

Profit (loss) before taxes 13,196 8,980
- Adjustments for:
Amortisation, depreciation and write-downs 13,692 13,561
Capital losses/ (gains) on disposal 84 (71)
Financial expense/(income) 1,368 750
of which transactions with related parties 273 762
Other non-monetary changes 652 (6,627)
Cash flow gener.ated / (abst.)rbed) lfy operating activities 28,991 16,593
before changes in net working capital
Increase (decrease) in inventory 1,184 484
Increase (decrease) in trade receivables 6,384 (375)
Increase (decrease) in trade payables (10,821) 1,469
Change in other assets and liabilities 10,250 7,616
Use of provisions for risks and charpes and for employee benefits

(1,084) (294
Taxes paid (1,171) (2,200)
Net cash flow generated /(absorbed) by operating activities 33,732 23,293
Investments i property, plant and equipment (4,460) (5,585)
Investments in intangible assets (499) (208)
Disposal of property, plant and equipment i 73
Divestment of financial assets - 276
Deferred fee for acquisitions (2,521) (1,998)
Newlat Deutschland combination (58,324) (10,000)
Delverde combination (2,795)
Ne.t ('::fsh flow generated /(absorbed) by investment (68,599 (17,442)
activities
New long-term financial debt 15,000 -
Repayments of long-term tinancial debt (9,8060) (11,624)
Change 1 current financial debt 1,379
Repayments of lease lLiabilities (6,345) (5.275)
of which transactions with related parties (2.940) (2.940)
IPO fee 76,544 i
Net interest expense (1,368) (605)
Net cash flow generated/ (absorbed) by financing activities 73,965 (16,125)
Total changes in cash and cash equivalents 39,098 (10,274)
Cash and cash equivalents at start of year 61,786 72,060
of which tfransactions with related parties g1,429 71,621
Total changes in cash and cash equivalents 39,098 (10,274
Cash and cash equivalents at end of year 100,884 61,786
of which transactions with related parties 45,338 61,429
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ANNEX B - PROFORMA FINANCIAL INFORMATION

The Proforma Consolidated Statements have been prepared in order to represent the main effects on the
Group's combined statement of financial position at 31 December 2019 of the acquisitions that took place
during 2019, in line with the financial information provided during the aforementioned listing process. In parti-
cular,the proforma statements include the acquisition of Delverde from 1 January 2019 (instead of 9 April 2019,
i.e. the date of actual purchase by Newlat Food S.p.A.).

The proforma consolidated statement of financial position and income statement at 31 December 2019 are
shown below:

Proforma consolidated statement of financial position at 31 December 2019 and 2018

Proforma statement of Proforma statement of
financial position of the financial position of the

R Haaantt] Group at 31 December  Group at 31 December

2019 2018
Non-current assets
Property, plant and equipment 31,799 33,272
Right-of-use assets 17,326 23,316
Intangible assets 25217 25941
Non-current financial assets measured at fair value through profit 4 47
or loss
Financial assets valued at amortised cost 866 866
Prepaid tax assets 5,034 4,844
Total non-current assets 80,284 88,281
Current assets
Inventories 25,880 27,859
Trade recervables 49274 58,137
Current tax assets 716 817
Other receivables and current assets 4701 15,377
Current financial assets measured at fair value throngh profit or 4 4
loss
Cash and cash equivalents 100,884 15,268
Total current assets 181,460 117,462
TOTAL ASSETS 261,744 205,743
Shareholders’ equity 91,546 18,232
Non-current liabilities
Provisions for employee benefits 10,646 11,158
Provisions for risks and contingencies 1,396 1,202
Deferred tax Liabilities 3,850 3,853
Non-current financial liabilities 12,000 2,681
Non-current lease liabilities 13,032 17,995
Other non-current liabilities 600 3,121
Total non-current liabilities 41,524 40,010
Current liabilities
Trade payables 85,592 97,602
Current financial liabilities 22,456 28,271
Current lease liabilities 4,776 5,510
Current tax liabilities 47 411
Other current habilities 15,379 15,707
Total current liabilities 128,674 147,501
TOTAL LIABILITIES AND SHAREHOLDERS®' EQUITY 261,744 205,743
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Proforma consolidated income statement for the year ended 31 December 2019 and 2018

{in € thousands)

Proforma consolidated income
statement of the Group for the
vear ended 31 December 2019

Proforma consolidated income
statement of the Group for the
yvear ended 31 December 2018

Revenue from contracts with customers 325,801 325,629
Cost of sales (266,317) (271,928
Gross operating profit/ (loss) 59,484 53,701
Sales and distubution costs (32,344) (31,423
Administrative costs (14,197) (13,207)
Net write-downs of financial assets (697) (1,027
Other revenue and mcome 5,275 6,140
Other operating costs (3,588) (3,362)
Operating profit/(loss) 13,933 10,822
Financial income 618 207
Financial expenses (2,050) (2,452
Profit (loss) before taxes 12,502 8,577
Income taxes (2,903) (3,080)
Net profit/loss 9,598 5,497

Below is some financial information from the proforma consolidated statements. In particular: profor-
ma revenue from contracts with customers broken down by business unit, distribution channel and
geographical area; and some alternative performance indicators identified by the Directors in order to
facilitate an understanding of the Group’s assets and liabilities, results and cash flows, calculated on the
basis of proforma financial information.

Proforma revenue from contracts with customers

The following table displays proforma revenue from contracts with customers broken down by business
unit, distribution channel and geographical area, compared with the previous year:

Year ended 31 December 2019 Year ended 31 December 2018

(In € thousand and percentage)

Proforma %  Aggregate % Proforma Yo Aggregate %
Pasta 138,166  424°, 133268  415% 142488 438% 122,689  401%
MilE Prodicts 70216 21.6% 70,216 219% 71,050  218% 71,050 23.2%
Bakery Products 35,670 10.9% 35,670 11.1% 35,352 109% 35,332 11.6%
Dairy Products 33,271 10.2% 33,271 104% 30,190 93% 30,190 9.9%,
Stecial Products 30,547 0.4%, 30,547 9.5% 28,448 8.7% 28,448 0.3%,
Other assets 17,931 5.5% 17,931 5.6% 18,101 5.5% 18,101 5.9%
Reveous fram poareaess v 35801 %0 330002 100.0% 325620 %0 305830 100.0%
customers "o %

. Year ended 31 December 2019 Year ended 31 December 2018

(In € thousand and percentage)

Proforma %%  Aggregate Y%  Proforma %  Aggregate %
Mass Distribution 205854  63.2% 201,935 629% 206860 635% 191,021 62.5%
B2B partners 40,081 123% 40,081  125% 38770 119% 387710  12.7%
Normal trade 37,443 115% 37443 117% 35208 108% 35,208 11.5%
Private labels 33,235 10.2% 33235 104% 32,627 100% 32,627  10.7%
Food services 9,188 2.8% 8,208 2.6% 12,164 3.8% 8,204 2.6%
Revenue from contracts with customers 325,801 1000 320,902 00 325,629 R 305,830 o0

%

%

%

%o
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) ) Year ended 31 December 2019 Year ended 31 December 2018
(I € thowsand and percentage)
Proforma %  Agoregate %  Proforma % Aggregate %o
Ttaly 175,602  53.9% 173,643 54.1% 169,697 52.1% 163,581 53.5%
Germany 93,294  28.7% 93,294 29.1% 89,950 27.6% 89,865 29.4%
Other countries 56,904  17.5% 53,966 16.8% 65,982  203% 52384 17.1%
Revenue from contracts with customers 325,801 100.1% 320,902 1m0 325,629 a0 305,830  100.0%

Ya %

Alternative performance indicators related to proforma data

The table below shows the proforma income statement alternative performance indicators:

Year ended 31 Year ended 31
(111 € thousand and percerifage) December December
2019 2018
Proforma EBITDA (*) 28,033 26,726
Proforma standardised EBITDA (*) 28,518 26,917
Proforma EBITDA margin (*) 8.8% 8.2%
Proforma standardised EBITDA margin (¥) 8.6% 8.3%
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l. Introduction

1.1 Methodological note
[GRI 102-50]; [GRI 102-52]; [GRI 102-53]; [GRI 102-56]

This document is intended as the first consolidated non-financial statement (hereinafter also “NFS” or
“Statement”) of Newlat Group (hereinafter also “Group”) in compliance with the provisions of Legislative
Decree no. 254 of 30 December 2016, as amended.

Following the successfully completed listing procedure in October 2019, 2019 is the first year in which
Newlat Group meets the minimum mandatory requirements imposed by Legislative Decree 254/16. As
this is the first year of preparation of the NFS, the indicators reported refer to the reporting year that
runs from 1 January to 31 December 2019. Where possible and for the best comparison, the data and
information for the 2018 financial year have also been reported.

With reference to the changes to the Group structure during this two-year period, it is noted that as of
31.12.2018 the company Newlat Food Spa uses the full consolidation method only for the company
Centrale del Latte di Salerno Spa.In 2019, Newlat Food Spa acquired Delverde Industrie Alimentari Spa,
then merged by incorporation together with Centrale del Latte di Salerno Spa into the parent company
Newlat Food Spa. Starting from 2019, the group also includes Newlat GmbH Deutschland.

The scope of reporting of non-financial information at 31.12.2019 is therefore Newlat Food Spa (herei-
nafter also “Newlat”) and the subsidiary Newlat GmbH Deutschland, consolidated according to the full
method in the Consolidated Financial Statements at 31 December 2019.

The following table shows the plants that fall within the scope of reportingat 31.12.2019and 31.12.2018.

Company Plants /Warehouses

Company

31.12.2019 31.12.2018

(post-merger
)

(pre-merger) (1dentitied by geographical location)

Reggio Emilia

Lodi

Corte dei Frati (CR)

Newlat Nesolat Bologna

Food Spa Food Spa Ozzano Taro (PR)

San Sepolcro (AR)
Eboli (SA)

Rome

Salerno

Pozzuoli (NA)

“SISNIS IS IS INISINISIS IS

Lecce

" PO DO P CO D C N C CO C C TR

Delverde _ Fara San Martino (CH)

Newlat Newlat
GmbH GmbH

Mannheim (Germany) Vv

Table 1 - Scope of Consolidation
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This consolidated non-financial statement takes as reference the “Sustainability Reporting Standards” publi-
shed in October 2016 by the GRI (Global Reporting Initiative) and uses the “GRI-Referenced” approach. Note
that, with reference to GRI 303-3 and 403-9,the GRI standards published in June 2018 were considered. The
following GRI reporting principles required for the definition of the content and quality of the document
were taken into consideration for the preparation of the Statement: Stakeholder Inclusiveness, Sustainability
Context, Materiality, Completeness, Balance, Comparability, Accuracy, Timeliness, Clarity and Reliability,as reported
in GRI Standard 101: Foundation 2018.

For greater clarity, references to the GRI Standards are given within the text highlighted with the symbol
[GRI No.].

This Statement reports the non-financial information related to the topics considered material for the Group,
the stakeholder analysis and business model, which were defined and worked on by an internal Working
Group coordinated by the Administration, Finance and Management Control Department and the key represen-
tatives of the various business functions involved who manage relations with the main stakeholders.

In order to provide an accurate representation of the sustainability performance achieved, the inclusion of
dimensions that are directly measurable was prioritised, avoiding where possible reference to estimates,
which,where required, are based on the best possible methods available or on sample surveys,and their use
is indicated within the individual indicators.

Please note that the data provided for the 2018 financial year have not been audited by an external firm.

In relation to the collection of data and information to be reported, the Group prepared data collection forms
that were sent to the relevant contact persons involved in the various areas, both of the parent company
(Newlat Food SpA) and of the subsidiary company.

The Statement was approved by the Newlat Food SpA Board of Directors on 19/03/2020.
The independent audit of the non-financial statement was entrusted to PricewaterhouseCoopers S.p.A.and
was completed with the issue of the “Independent auditor’s report on the consolidated non-financial state-

ment pursuant to art. 3 (10), Legislative Decree no. 254/2016 and art. 5 of the CONSOB regulation adopted
with resolution no. 20267 of January 2018 The Report is available on page 112 of this document.
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1.2 Business Model
[GRI 102-2]; [GRI 102-50]; [GRI 102-6]

Newlat Group was founded in 2004 in Reggio Emilia, where its registered office is still located today.
The sectors of the agri-food market in which the Group operates are mainly those related to food
and beverages, where, in part due to growth based on targeted acquisitions of some historical brands,
Newlat Food has become a major player.

Specifically, the Group is mainly present on the Italian market, where it has a certain importance, and
on the European market through its subsidiary located in Germany.

The Group has pursued and is pursuing continuous growth, thanks also to the implementation of a po-
licy focused on the acquisition of both nationally and internationally recognized companies and brands.
The history of Newlat Group begins with the first acquisition of the Guacci brand in 2004, then con-
tinues the following year with the acquisition first of the Pezzullo brand and then of the entire plant
located in Eboli (now owned by Nestlé).

In the following years (from 2008), the Group expanded its product portfolio by acquiring Giglio, again
from Nestlé,a company specialising in the milk and dairy sector.

There were more acquisitions in 2008, first, with the purchase of one of the plants belonging to Buitoni
and subsequently the obtaining of the license to use the related brand.

Below is a list of the Trademarks and Companies involved in the acquisitions, reporting the year in whi-
ch the transaction was concluded.

o EETEE o
Gt 200
ci Rl oo I
200
2009
o NS
EEITTEE o
201
IJEL'QEE.HDE 2018

Table 2 - Summary of Main Acquisitions
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On 29.10.2019,the company reached its goal of listing on the Star segment of the Italian Stock Exchan-
ge (Borsa Italiana), and this has contributed to improving its reputation on the market.

As can be seen in the table above reporting the scope of the reporting, the Group operates through
eleven production plants, ten of which are in Italy and one in Germany, divided as follows, by business
area (World):

* 4 pasta and bakery plants;

* 4 milk processing plants;

e 2 mills;

« 1 plant for gluten-free, protein-free and baby food products.

The Group employs more than 1,000 people, mainly employed at the production sites in Italy.

1.3 Corporate Governance Model and Sustainability Management
[GRI 102-18]

Newlat Food has structured a Corporate Governance Model based on the recommendations of the Borsa
Italiana Corporate Governance Code, including those introduced in July 2018, which are being imple-
mented by top management in the Newlat Food Code of Conduct, through which the interests of all its
stakeholders can be met effectively.

The Group is focusing on the adaptation of its corporate structure to international best practices, on the
updating of its relevant Codes,and on the implementation of both its operational and sustainability risk
management processes.

Newlat Food S.p.A. has adopted a traditional form of administration and control. Therefore, corporate
management is assigned to the Board of Directors, the supervisory functions to the Board of Statutory
Auditors, and the statutory audit, as well as the financial audit, to the Independent Auditors appointed
by the Shareholders’ Meeting.
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BOARDS AND OFFICERS

Board of Directors

Angelo Mastrolia
Giuseppe Mastrolia
Stefano Cometto

Benedetta Mastrolia
Emanuela Paola Banfi
Valentina Montanari

Eric Sandrin

Board of Statutory Auditors
Massimo Carlomagno
Ester Sammartino
Antonio Mucci

Giovanni Carlozzi

Giorgio de Franciscis

Remuneration and Appointments Committee

Eric Sandrin

Emanuela Banfi

Valentina Montanari
Control and Risks Committee
Valentina Montanari
Emanuela Banfi

Eric Sandrin

Related Party Transactions Committee
Emanuela Banfi

Valentina Montanari

Eric Sandrin

Officer in charge
Rocco Sergi

Independent Auditing Firm
PricewaterhouseCoopers S.p.A.

Executive Chairman of the Board of Directors and Director

(Executive Director)

Co-Chief Executive Officer and Director
(Executive Director)

Co-Chief Executive Officer and Director
(Executive Director)

Director (Non-Executive Director)

(

Director ()

Director ()
(

Director (*) - Lead Independent Director

Chairman

Standing Auditor
Standing Auditor
Alternate Auditor

Alternate Auditor

Chairman
Member

Member

Chairperson
Member

Member

Chairperson
Member

Member

! Independent director pursuant to article 148 of the Consolidated Law on Finance (TUF) and article 3 of the Corporate Governan-
ce Code, entered into office from the Trading Start Date. Member of the Control and Risk Committee, member of the Remuneration
and Appointments Committee, and member of the Related Party Transactions Committee
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Shareholders’ Meeting

This is the Body in which the company interests are expressed which are then implemented by the Bo-
ard of Directors. It comprises the Newlat shareholders, who meet periodically to discuss in the manner
and on the matters defined by the provisions of the Law and the Company Articles of Association.Among
the most important tasks of the Shareholders’ Meeting are the selection of the members of the Board
of Directors and the Board of Statutory Auditors, as well as the approval of the Financial Statements.

Board of Directors (BoD)

This is the Administrative Body that guides the Group and is responsible for the management of the
Company, without prejudice to the functions performed by the Shareholders’ Meeting. The BoD is re-
sponsible for the Company and Group strategic and organisational policies, verification of the adequacy
of the organisational structure, as well as the adequacy of the controls required to monitor Company
and Group performance.

The Board of Directors is required, among other activities in accordance with statutory laws and refe-
rence legislation, to ensure sustainable growth in the medium to long term through an adequate risk
control and management system, including for those risks that have an impact on sustainability,and to
ensure maximum transparency with regard to the market and investors, paying particular attention to
significant changes in business prospects as well as the risk situations to which the Company is exposed.

The Remuneration Policy, in line with company values and consistent with the standards and expecta-
tions of stakeholders, is defined in such a way as to design a remuneration system that is based on the
principles of ethics, quality, proactiveness, belonging and optimisation.

The current Board of Directors, appointed during the Shareholders’ Meeting of 8 July 2019, consists of 7
members and will remain in office for the period 2019-2021.

The Chairman, appointed by the Shareholders’ Meeting, is vested with the powers conferred by the Ar-
ticles of Association and the legal representation of the Company.

The Board has set up three committees with advisory and recommendation functions in relation to the
Board itself: the Control and Risk Committee, the Related Party Transactions Committee and the Remu-
neration and Appointments Committee.

It should be noted that with specific reference to sustainability issues, the parent company has not yet
appointed a Sustainability Committee, assigning the roles, powers and responsibilities related to this
area directly to the Board of Directors which, among other activities, identifies the risks and policies
related to the areas indicated by the decree and in any case considered significant for the reference
stakeholders.

Furthermore, at the moment, the Group has not drawn up a Sustainability Plan, which will be taken into
consideration by the Company in the coming years.

Board of Statutory Auditors

This is the independent Body responsible for supervising compliance with the law and the Articles of

Association, compliance with the principles of correct administration, and the adequacy of the organi-
sational, administrative and accounting structure adopted by the Company.
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ll. Stakeholder Engagement
[GRI 102-13]; [GRI 102-40]; [GRI 102-42]; [GRI 102-43]

Newlat Group, actively operating in the reference context, constantly interacts with different types of
subjects, which generate interests and expectations in relation to the Group. These subjects can the-
refore be defined as stakeholders and can refer to subjects either within the Group structure, such as
Partners and Shareholders as well as employees, or outside the Group, as is the case with suppliers,
customers, certification bodies or local communities.

Each type of stakeholder corresponds to a different and specific type of relationship. This diversity is a
direct consequence of the substantial difference between their interests and expectations.

It follows that the Group, in its desire to pay increasing attention to the dialogue with these subjects,
will have to address them differently, through a carefully and precisely targeted dialogue.

Indeed, the importance of this dialogue is mainly due to the fact that it allows the Group to achieve
the objectives of improving and enhancing the knowledge of its network, enabling, on the one hand,
an increase in the positive impacts generated and, on the other, to mitigate the negative impacts of
business activities on the environment and society. The dialogue allows the Group to gather important
information on the context in which it operates and thus to receive constant feedback on its work.

In order to achieve this objective, the Group is aware that, over the next three years, it will have to pay
increasing attention to the needs expressed both directly and indirectly by the relevant stakeholders, so
as to intercept all the necessary information in a timely manner for the sustainable development of its
business and the reference context.

For these reasons, the identification of the main stakeholders and the subsequent definition of their
expectations are aspects of crucial importance for the Group.

The Newlat Group stakeholders mentioned in the previous point are represented in schematic form in
Figure 1, which shows, among other things, that the Group wants to give its stakeholders equal, albeit
specific,importance.

In addition, a brief description of each stakeholder and the relevant aspects is given below:

e |dentification of stakeholders;
« |dentification of specific interests for each stakeholder;
e Type of relationship and dialogue objectives;

e Importance and attention given by the Group, including with reference to the significant areas.
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Suppliers

Community

Figure SEQ Figura \* ARABIC 1 - Newlat Stakeholders

2.1 Partners and shareholders

It should be remembered that as of 29.10.2019,the Company that drafts the Newlat Group Consolidated
Statements, Newlat Food S.p.A., had completed its listing process on the Star segment of the Mercato
Telematico Azionario (MTA) of Borsa Italiana S.p.A.

As of 31.12.2019, the share capital subscribed and paid-up was EUR 40,780,482.00 divided into
40,780,482 shares.

In light of the results of the “Shareholder Register”, the share structure updated at 31 December 2019
is presented in Figure 2.

Free Float

33,8%

Newlat Group SA
66,2%

Figure 2 - Distribution of Newlat Food SpA Shares
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In addition to the standard forms of communication of a binding nature, Newlat Food wants to focus
on partners and shareholders, through this document and through an internal report that is truthful,
usable and prompt.

In order to ensure commitment to this objective, the Group has established specific figures, such as
Investor Relators (for communications to partners and shareholders) and the Reporting Officer, as well
as the usual internal and external control bodies (to ensure that the data reported to management is
true).

2.2Employees

Newlat Food has always considered its staff as one of its most important assets and therefore one of the
areas where the Group wants to invest in order to achieve some of the main goals it has set, including:

« protection of the working environment and health & safety;
« professional growth;
* personnel engagement.

Newlat Food “people” are valued and placed at the centre of the organisation to ensure the competitive
advantage that has guaranteed the Group its current success and growth.

Newlat Food employees are guaranteed a safe and sustainable work environment, the provision of

training courses, internal company communications,and the distribution of regulations, procedures and
protocols,aimed at sharing the company’s values and mission.

2.3 Suppliers

In order to make its products, Newlat Food uses suppliers that guarantee the achievement of the busi-
ness and sustainable development objectives outlined in this document. In particular, more closely lin-
ked to the production chain, the Group wants high quality standards to be guaranteed for its products,
minimising the cost of raw materials, in order to maintain a competitive advantage at the level of sales
prices applied.

For this reason too, Newlat Food aims to develop long-term partnerships and collaborations. In this way,
the Group wants to establish virtuous supply circles, oriented towards trust and future growth.

2.4 Customers

The Group’s sales network consists mainly of agents with whom Newlat Food has established solid col-
laborative relationships over time, in order to efficiently and effectively reach its customers.

Although most Newlat Food customers belong to the large-scale retailing segment, the Group has
always kept the smallest distribution channels open, trying to reach the end consumer more directly.

Another significant aspect for the Group is the diversification of the business lines in which it operates,
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also referred to as “Worlds”. Indeed, thanks to the continuous expansion that has allowed it to obtain
a significant brand portfolio, Newlat Group can subdivide its business into the following macro-areas:

 Milk;

e Pasta;

* Special Products;

 Bakery Products;

e Dairy products.
The Group believes that the key success factors can be summarised as follows:

» Wide range of offers;

« Diversification of its reference markets;

* Development and creation of a platform to acquire important brands in the sector;

» Development of brand licensing and acquisition.
Finally, the Group carries out promotional and marketing activities in order to establish a direct dialo-
gue with its customers. However, there is an awareness that the strongest tool for dialogue is Newlat’s

focus on the level of quality and food safety of its products.

For this reason, the Group, wanted to implement a system of specific safeguards throughout all phases
of the production cycle, including through obtaining various certifications.

2.5 Local community

The Group aims to establish a clear and well-defined presence within the context in which it operates.
In this regard, the context is understood as the geographical area in which the Group operates, but also
as the set of elements that make up these areas. Among these elements, we would like to refer in parti-
cular to the local community and to the initiatives that Newlat Food plans and implements in terms of
local community support, so far realised through several charitable initiatives and sponsorships. For the
next three years, the Group intends to study and promote new support projects to be provided mainly
to local community institutions.

It is also worth mentioning the contribution to the local supply chain that Newlat Food, as a succes-
sfully operating business on the market, provides across a large part of the country. For this purpose,
reference is made both to the employment that Newlat Food guarantees its workers and to the data
relating to the supply chain, reported in subsequent sections.
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2.6 Certifying bodies

As mentioned above, the Group wanted to implement a production management system over time that
would enable full compliance with current regulations, as well as compliance with industry best practi-
ces.

In order to adapt sufficiently to these aspects, the Group has invested in some of the most important
certifications related to the sector, focusing on ensuring high quality in its products and standards ap-
plied to production processes.

It should be said that one of the causes of the fragmented acquisition of the various brands and plants
by the Group, as mentioned above, is that it has not been able to guarantee, from the outset, the full
applicability of the certifications obtained to all plants. However, this has not, in any case, stopped the
same management model being respected in all plants, where this model has been suitably designed
to comply with the reference certifications.

In addition, the Group is considering implementing a further adjustment plan in order to pursue an
objective of integration and unification of the management methods applied. An objective that was
declared through the recently concluded merger process.

The certifications obtained by the Group are shown below in Table 3 in order to clearly outline their
application, as well as clearly showing the areas of interest of the Group itself.

TYPE BODY
o i Quality Management System ~ ® SGS
SO 9001:2015 s
ISC 1:201 Certification e CSQA

Food Safety Certification ® SGS
recognised by GFSI

Food Safety Certification * SGS

recognised by GFSI
Food Satety Certification ® SGS
recognised by GFSI
1SO 22000 Food Safety Certification A
e CCPB
e ICEA (followmg
merger into
NEWLAT, required
Orgamc Product transition to CCPB)
Certification e [BD
CERTIFICACOES
(BRAZIL)
Certification of adherence to
the SMETA Protocol _
(Labour, Health and Safety, ~ ® SGS
Environment and Business
Ethics)
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Product certification
Kosher according to Kosher

Star—- K
1K and SK Kosher -

Plant export authorisation - China

Plant export authorisation - Custom Union WDslsa 0 lelstr 1ot

Plant export authorisation - South Korea Export authonsation

Plant export authorisation - Panama Export authorisation

Plant export authorisation - Brazl Export authonsation

U.S. FDA Registration

Rabbi Menahem
religious principles Hadald g Kashrut
Adnunistrator
Product certification -
according to Halal religions ~ ® Halal
principles
Export authorisation CNCA
Mimstry of Food and
Drug Satety (MFDS)
AUPSA
Ministério da

Agricultura, Pecudria
e Abastecimento —
MAPA

Secretaria de Defesa
Agropecuaria — SDA
Departamento de
Tnspecio de
Produtos de Origem
Animal — DIPOA
Servigo de Inspecio

HACCP (UNI 10854: 2009)

ISO 22005:2008

Vegan (compliance with Vegan

NON-GMO
(US products only)

UNI CEI EN ISO/TEC 17025:2018

ISO/UNI EN ISO 14001:2015 Environmental certification

Federal - SIF
USA Food and Drug
Administration
US Export Authorization through Registrar
CDr_P's US Agent
Service
HACCP System SGS
Certification
Agri-food Traceability SGS
Product certification CSQA
requirements)
Product certification SGS :
(compliance with NSF__It_'tem’_mmal
Group laboratory ACCREDIA
accreditation certification
SGS

Table 3 - Certifications Obtained
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In order to obtain details on the applicability of the certifications by plant, please refer to Annex 1 at

the end of this document.

The following table shows the main tools through which Newlat Food Group involves its stakeholders

as well as their expectations.

Stakeholder

Partners
and
shareholder

5

Engagement tools

Meetings

® Pernodic Reporung

® Website and social

media

Tnvestor Meetings

Expectations

® Transparent and responsible management

® Consolidation and strengthening of the Group’s

knowledge and of its business model

Value creaton (return on Investment,
sustainability)

business

® Timehness and willingness to engage mn dialogue

® Adequate

risk

socio-environmental risks

including

management,

Employees

Suppliers

Meetngs and trade
union meetings

® Daily reports

® Corporate

Communications and
Document Circulation

Partnerships

® Daily reports
® DPeriodic Audits

Sharing of the Group’s results

Responsible busmess management
Training and professional development
Information on strategies

Sumulating and safe work environment
Equal opportunities

Involvement in busmess hfe

Promotion of well-being, health and safety

Sharng of Company Regulations, Orgamsational
Models, Corporate Mission and Vision, and Code of
Ethics.

Partnership continuity

® Compliance with contractual conditions

® Tnvolvement in the definition of standards related to

supply, including socio-environmental criteria, and
timeliness in the communication of new quality
requirements

Collaboration and support in the management of any
production 1ssues

Shaning of the results of audits carnied out to verify
compliance with the required quality requirements

Customers

Periodic customer
satisfaction surveys

® Net Promoter Score

® Gifts, Promotions and

Advertising

® Product quality and safety

® Products made with respect for the environment,

humans and animals

Truthfulness and transparency about the quality of the
product and the origin of the ingredients used

[ ]
Local
" L ]
community
L ]

Partnerships with local
communities

Sponsorships

Charitable donations to
assoclations

® Support or financing of mitiatives

® Support for social development activities

Cerufying
bodies °

® Certficaton Process
® Regular audits

Besearch and
Development

Comphiance with certification requirements
Participation m the search for new elements to brng
to the attenton of the relevant bodies and
communities

Table 4 - Stakeholders: Engagement and Expectations
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lll. Material topics
[GRI 102-47]

The identification of material topics is the result of the process of identifying, evaluating and classi-
fying, in order of priority, the sustainability aspects relevant to Newlat Group.

The concept of “significance” is also closely related, among other aspects, to the ability of these topics
to affect the Group’s capacity to create value not just in the short term, but also in the medium and long
term.

Newlat Group has therefore assessed the potential material topics with the aim of identifying those
relevant to the organisation in the non-financial field, which could help stakeholders decide whether or
not to invest in the company, thus creating value for the latter.

It should also be noted that the determination of material topics is the result of an assessment carried
out internally without the involvement of external stakeholders.

The process has therefore required the involvement of internal figures considered key to the reporting
of this NFS. Therefore, these subjects correspond to the figures identified as owners of the policies
adopted by the Group.

Each owner has therefore carried out, for each area of Legislative Decree 254/2016 within his or her
area of responsibility,an analysis of the topics relevant to the Group and for each of them has expressed
an evaluation, by assigning a score from O to 5.

In order to represent all the subjects involved, the score was assigned by the owners by adopting two
different guidelines:

« internal Group guidance, which refers to the attention paid by Newlat to the material topics;

« external guidance, which evaluates, on the other hand, the attention paid by the stakeholders
identified in the previous sections to the material topics.

The result of the materiality assessment process described above consists, therefore, of a list of topics
considered material and approved by the Board of Directors.

The results of the analysis are shown in Figures 3.
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External Stakeholder Assessment
&

~

ra

Internal Stakeholder Assessment

Kev:

. 1. Environmental impact
[ 2 Energy efficiency
B 2 Respect for Human Rights
B 4. ethics and Anti-Corruption
. £ Human Resources Development
6. Health and safety of personnel and contractors
B 7. supply chain manager
| 8 product quality and consumer safety
B < social Development

Figure 3 - Materiality Assessment Chart

The table below also shows the relationship between the issues required by Legislative Decree 254/16
and the material aspects identified by the Group, which will be specifically reported later.
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Areas
indicated by
Legislative

Decree 254/16

Material topic for Newlat

Energy Efficiency

Environmental

Ia.spects

Environmental impacts

Responsibilities in the
supply chain

Product quality and
Social aspects | _—_ safety

Social development

Human Resources
Development

Personnel
aspects

Occupational health and
safety

Respect for

A Respect for human rights
human rights

Fighting active
and passive
corruption

Ethics and anti-corruption

Table 5 - Relationship between Significant Areas and Material Topics for Newlat

Description of the material topic

Energy efficiency aims to reduce direct and
mndirect energy consumption, including through
the implementation and management of specific
energy policies. The Group invests in energy
efficiency with a special focus on innovation and
the adoption of best available technologies.

The reduction of environmental impacts involves
containing the negative effects caused by the
industrial site, especially on the surrounding
environment and on the local ecosystems in
which the Group is located.

Newlat acts according to the principles of
tairness and integrity 1n all phases of the business
relationship with suppliers.

Collaboration within the supply chain is aimed at
generating stable and lasting partnerships.

The Group manufactures and markets products
that meet the main industry standards to
maximize their safety in all their ingredients, and
the offer to customers of products with high
quality standards ensures the best mutritional
intake, in line with the market segment to which
they are aimed.

The Group is aware of the role it plays in the
development of the local supply chain, m the
business contexts in which it operates, through
its contribution to the creation of infrastructure,
employment, training and development of the
business fabric.

Newlats focus on personnel development is
maximized through the implementation of skills
management programs aimed at contnuous
training,

Newlat promotes working conditions that ensure
full respect for the health and safety and
protection of the physical well-being of workers
through management systems that help prevent
accidents at work and occupational diseases.

The Group promotes the health and ergonomics
of working environments.

Equal opportunities are guaranteed without any
discrimination on grounds of gender, ethnicity,
nationality, religion, political opinions, sexual
orientation, or personal and social conditions.

The management of whistleblowing and the
adoption of safeguards against retaliation takes
place in an effective and timely manner. In fact,
mternal and external mechanisms are provided
for the reporting of unethical behaviour through
which it is possible to report illegal and
dangerous conduct encountered at work.
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IV. Policies and risks

Newlat Group has identified the risks to which it believes it is exposed in all its areas of activity and
reclassified them in relation to the areas indicated by Legislative Decree 254/2016. This is represented
in the table below.

In particular, it should be noted that within the table, the management methods adopted by the Group
have also been identified, as well as the policies implemented by the Group, in order to monitor and
mitigate, albeit partially, the risks identified,and, therefore, in order to ensure business continuity on the
one hand and the achievement of the company’s objectives on the other.

Area indicated by Legislative Decree 254 /16:

Environmental aspects

Identified risks

In its active role, the Group is exposed
to specific environmenrtal risks generated
by and related to the following aspects:

- Energy consumption;

- Use of potennally hazardous
(technical
oils, paints, fuels, solvents...);

- Waste production (particularly
packaging);

- Processing waste;

- Fuel gas leakage due to plant
breakdown;

- Noise

substances gases,

pollution from
production processes;

- Air pollution;

- Spillage of lLquds

ground.

on the

These aspects, at worst, could cause and
therefore be part of a greatest risk of
environmental disaster.

The Group is also exposed to the
possibility of an imnadequately defined
environmental nsk plan that does not
ensure the correct assessment of the
environmental impact generated and the
consequent implementation of
madequate response measures.

In addition, the risk of not providing
plans for the remediation and/or
reclamation of ndustrial areas that have
been abandoned or no longer used is
also recogrsed.

With reference to the risks mcurred, the
greatest  risk  is  related to  any
environmental disasters generated by
other contributors to the economic
environment 11 which the Group
operates,

Any natural disasters could pose an
additional nisk.

Management procedures and policies

With reference to environmental risks, Newlat operates
m compliance with the regulations in force (including,
with regard to Italy, the drafting, for example, of the
Risk Assessment document (DVR) or obtaining the
relevant environmental authonsations) and adopts
certain control measures that are also defined within
the Orgamsanonal Model pursuant to Legslative
Decree 231/01, also aimed at achieving the following
objectives:

- Optmusing the use of renewable enerpy sources;
- Minimising negative environmental impacts and

MAXITISING POSItIVE Ones;
- Achieving the gradual improvement of
environmental performance.

The Group, and 1n particular the plant indicated in
Table 3 and Annex 1, has adopted an ISO 14001
environmental management system and reference
policies.

The Group has defined procedures and practices in
order to define an Environmental Management
System.

Staff is provided with a high level of continuous
traing,

The SMETA Ethics certification also includes
environmental issues that respond to the need to also
adopt ethical behaviour with regard to mmung
environmental impact and noise pollution).
The Group has focused part of its R&D activities on
the development of
products and processes aumed at:

- reducing environmental impact, searching for

biomaterials that can be used mn packaging;
- improving the efficiency of production lines to
reduce waste materials and developing recychng,

Thus aspect 1s covered by a procedure issued internally
and called “Design and development”.
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Area indicated by Legislative Decree 254 /16:

Identified risks

With regard to this area, the following
risks have been defined:

Risk of failing to respect the
balance of the environmental and
animal resources underlying the
supply chain of all Group products;
Risk of not defining an adequate
supplier evaluation system that
reflects the true quality of the
suppliers with regard to the respect
of social 1ssues;

Risk of the
implementation of competition and
the free market;

Risk of faling to support the

generation of  socio-economic

incorrect

development  of  the  local
community and that related to the
supply chain.

Risk of supplying products that do
not comply with the regulatory and
legal  requirements m  force
regarding Food Quality and Safety.

These 1include:

- legislation relating to mulk and
dairy products: Pasteurized fresh
milk: Law 03/05/1989, no. 169,
High Quality Pasteurised Fresh
Milk: Ministerial Decree
09/05/1991 no. 185; Reg. EU
609/2013 (defimtion of infant
milk); Del. Reg, EU 127/2015
(specific requirements for infant
formula); Ministerial Decree no.
82 of 09/04/2009 (varnous
standards for infant milk).

Social aspects

Management procedures and policies

The group has not formalised a policy on this issue.

The practices adopted by Newlat with reference to social
aspects mainly concern compliance with the reference
regulations, the dissemination of the Organisational
Model 231/01, the Code of Ethics and the Code of
Conduct, also applied to relationships with all suppliers.

With reference to the risks related to product quality; it
should be noted that the Group has set up a quality
management system in accordance with UNI EN ISO
9001, through which it is possible to meet customer
expectations as well as the safety and performance

standards of the products marketed by the Group.

Both the Italian and German production sites have also
been subject to the certifications set out in Table 3 and

Annex 1.

As mentioned i the next point relating to the Protection
of Human Rights, the company also guarantees periodic
audits in order to verify compliance with the
requirements of the SMETA certification throughout the
supply chain.

Finally, the Group is committed to the implementation of
programmes that can contribute to supporting the
development of the local supply chain through the

recruitment and tramning of personnel in all the contexts
in which it operates.

The Group has specific supply specifications that
facilitate compliance with agreed contractual conditions.

In order to guarantee product safety, the following are
carried out: statistical data analysis (analvtical results,
controls, etc.), review according to the HACCP protocol,
periodic reviews relating to the monthly Quality
Management Review, implementation of
corrective/preventive actions, investigation of the cause
of each complaint through sample analysis where
possible, plant modifications, maintenance, cleaning and
training of personnel.
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- Legislation relating to dried
pasta and  baked  goods,
Presidential Decree 187/2001, L
580/1967.

With regard to the risks incurred:

Risk of incorrect implementation
of competition and the free market
by the supply chamn which the
Group relies on, with the resulting
rsk  that  they will apply
monopolistic policies due to the
limited availability of raw materials;
Risk of suppliers not complying
with sustamability issues considered
relevant by Newlat, including
respect  for  human  nghts,
environmental protection,
safeguarding health and safety m
the workplace and combating
corruption, the quality of raw
materials and products supplied
and respect for their healthiness;
Risk  of stagnation of the
socio-economic  development of
the local community and that
related to the supply chain.

The following are carried out: internal audits and external
audits carried out by customers, certification bodies,
control bodies, and internal and external laboratories,
control plans, monitoring plans, QMS, staff training, and
complaints management.

The monitoring of consumer reactions also takes place
with reference to the internal procedure “Management of
complaints and customer satisfaction”.
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Area indicated by Legislative Decree

Personnel Aspects

Identified risks

With regard to personnel management,
the following risks have been defined for
the Group:

- rnsk of unattractiveness of the
company and/or the risk related
to the mability of the Group to
retain staff;

- nsk of not finding valuable
personnel or who best meet the
needs of the specific reference
business;

- sk of lack of training and
refresher tramning for personnel;

- sk of failing to identify issues
related to the status of human
resources, resulting in the Group's
inability to establish an adequate
social dialogue.

Added to these are the typical risks with
an impact on the Health and Safety of
workers, including the risk of accidents
and/or permanent disability following
accidents at the workplace and the risk
of occupational diseases, including due
to exposure (o materials at high
temperatures and the use of forklifts.

The health and safety of workers should
be considered not only on a physical
level, but also on a psychological level,
drawing attention to the sk of
inplementing certain practices that
undermine the psychological health of
workers (eg. mobbing, harassment,
threats, etc.).

With regard to the risks incurred, there
is the risk associated with the limited
availability and quality of direct and
wmdirect labour.In addition, it should be
specified that the aforementioned risk
related to the Health and Safety of
workers should be understood as a risk
suffered if the cause of the accident
derives from the worker’s default or
neglect Another risk suffered is the
potential disinterest of personnel in
being willing to interact with the Group.
In particular, there is a risk of loss of
mterest i company life resulting in
production discontinuity due to conflict
and reduction in the efficiency and
effectiveness of the services rendered.

Management procedures and policies

The group has not formalised a policy on the subject,
except for the policies included in the Occupational
Health and Safety Management System.

The Group aims to comply with the reference legislation
for adequate financial compensation, which occurs
through the rigorous application of the provisions of
Collective Bargaining Agreements.

Attention is also paid to mandatory and non-mandatory
training, thanks to which the Group would like to
increase and strengthen the knowledge assets and skills
held by each employee.

In addition, the Group employs companies specialised in
recruitment in order to mitigate the risk of not finding
valuable personnel or who best meet the needs of the
specific reference business.

Through the development of the local supply chain
mentioned above, the Group wants to generate a virtuous
circle of knowledge creation and technical skills.

For the management of Occupational Health and Safety,
the Group undertakes to strictly comply with the relevant
regulations (Le. drafting of the Risk Assessment
document).

In addition, despite not having BS OHSAS 18001
certification, nor the most recent ISO 45001 certification,
the Company has taken steps to obtain a risk
dentification and management system related to
Occupatonal Health and Safety issues through the
following channels:

- adoption by the Italian plants of Organisational
Model 231/01, the Code of Conduct (also
containing the principles and conduct to be
adopted, including in relation to OHS issues) and
the Code of Ethics;

- SMETA-certified Management System;

- IFS/BRC certifications;

- Adoption of an nternal management system and
reference policies aligned with the requirements of
OHSAS 18001 certification, but not certified;

- Preventive approach to OHS risk assessment,
including through training activities and promotion
of a culture of health, satety and ergonomics in all
workplaces.

- Research into new load handling systems
characterized by greater efficiency, reliability and
safety.
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Area indicated by Legislative Decree 254/16:

Respect for Human Rights

Identified risks

Management procedures and policies

With reference to respect for human
nghts, the Group is mainly exposed to
the nisks generated by:

- exploitation of child labour;

- use of forced labour (or off the

books);

- violation of the rights of

and indmviduals

general (the main one being

workers mn

discrimination).
This aspect also refers to the rsk that
the company directly or indirectly
finances organisations operating in
non-compliance with this aspect.

The following risks have been identified:

- usk of bemng fmanced directly or
indirectly by organisations that do
not operate i accordance with
legal requirements;

- nsk of bemng subject to the
management and  control of
persons Jentittes  that are not

concerned about the respect of
human rights.

The group has not formalised a policy on this issue.

Both the Itahan and German plants of the Group operate
m a context m which human nghts are protected by
current legislation.

Furthermore, with regard to the Italian plants, as
indicated in the previous points, an Organisational Model
pursuant to Legislative Decree no. 231/01 has been
defined.

In order to protect human rights and develop an activity
focused on a respect for ethics and corporate values, the
Company has obtained SMETA (Sedex Mebnber Ethical
Trade Audit) certification — which involves an auditing
and reporting methodology created according to a best
practice model in ethical business auditing techniques.

The objective is to adhere to a central and common
protocol for verification of the organisation in order to
demonstrate commitment to social issues and ethical and
environmental standards in its supply chain.

Newlat therefore has a tool it can use to optinuse the
practices adopted i 1ts ethical and responsible business
activities.

SMETA bases its assessment criteria on the ETT (Ethical
Trade Initiative) code, supplementing them with
applicable national and local laws.

It includes four modules:

- health and safety
- labour standards
- environment

- corporate ethics

Audit process

A SMETA audit involves the following:

- the supplier completes the self-assessment
questionnaire, identifying and correcring any
anomalies in its process;

= the customer reviews the supplier self-assessment
questionnaire and verifies the priority areas to
tocus effort and prioritise the continuation of
collaboration with the supplier

- the auditor, 1e. the certification body, reviews the
supplier’s self-assessment questionnaire to define
the offer, plan the audit and verify the areas of
interest.
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Area indicated by Legislative Decree 254/16:

Fighting active and passive corruption

Identified risks Management procedures and policies

Newlat operates in countries with
medium/high risk of corrption, such as
Ttaly, or mmedium sk, such as | The group has not formalised a policy on this issue.
GermanyTlus sk  manly  concerns
corruption  between  private  parties, il
although there is a potential rsk of | - the Organisation, Management and Control
corruption arising from transactions with Model (pursuant to Legislative Decree

public companies. The main risks identified 231/2001), which guarantees transparent and
ethical behaviour by employees and promotes a

In order to mutigate tlus risk, Newlat has tools such as:

are;
Group prevention policy;

- the Code of Conduct that incorporates rules of
behaviour to be adopted, including m reference

- Risk of corrption related to ordinary
business activities in relatonships with

suppliers, eustomers and third parties a4 8 Lo ¥ T
S all K to the promotion of anti-corruption issues,

approved and 1ssued to employees m
conjunction with the aforementioned Model
231/01;

- Risk  of corruption related to
transactions with PAs - Tax Returns,
Social Security or other statements,
Public Authority Inspections, Works | The risk of corruption 1s also monitored thanks to
on public land or permits for activities | specific audit activities to verify compliance with the
and changes, Authomnsations, and | safeguards defined within the Organisational Model
Audits/Inspections due to market | pursuant to Legislative Decree 231/01 and those in
complaints. With reference to the | compliance with Law 262/05.
nsks suffered, the same applies as

_ : ) ) With a view to ensuring greater transparency, the
mentioned with reference to the risks

; S Group also wanted to comply with the requirements
generated, with the difference that selating to legality ratings.

Newlat, 1n this case would be a passive

par t}'.

Table 6 - Identified risks, management procedures and policies
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V. Results obtained

The following is a breakdown of the results obtained by the Group during the 2019 financial year, fol-
lowing the implementation of the practices adopted in relation to the risks identified in the previous
point.

5.1 Environmental Aspects

In relation to the risks identified in Table 6 above and specifically related to environmental aspects, the
Group has made environmental protection one of its objectives.

Awareness that any production may have an impact on the local area makes it necessary to pursue
strategies to protect and safeguard, or in some cases, to reduce environmental impacts. Production acti-
vities are, in fact, those that can have the highest environmental impact.

In order to ensure a better representation of the Group’s data, it is necessary to consolidate the infor-
mation originating from the plants mentioned in Table 1 above, differentiating between the individual
entities to which the different production plants and/or warehouses belong.

In order to achieve the objective of environmental protection, the main areas of analysis of the Group’s
environmental impact concern:

e Consumption of materials for production and packaging;
e Monitoring of energy consumption and emissions;
* Monitoring of water and waste consumption and discharges.
All consumption and emissions are systematically monitored, both to ensure a high level of effective-

ness of the actions and to determine their status. In this way, the Group intends to verify the continuous
compliance with the law in order to prevent potential environmental risks.

5.1.1 Energy Efficiency

5.1.1.1 Energy consumed within the organization

[302-1]

The main energy sources used by the Group are both renewable and non-renewable. In particular, they
consist of natural gas, diesel and electricity and, with reference to the reported sources,are mainly used
for:

e feeding production plants,

« lighting and air-conditioning in workspaces (i.e. offices, warehouses, stores, plants, data cen-
tre, etc.).

The Group also uses diesel in the production plants to provide continuous power to the refrigeration
cells in case of emergency, by means of generators.
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For the purposes of reporting actual consumption, only properties owned by the Group or that are in any
case under the direct control of the latter have been taken into account.

Energy consumption from renewable and non-renewable sources has also been reported separately.
This makes it possible to assess the environmental impact in more detail.

Another aspect to consider is the system implemented by the Group designed to ensure the self-pro-
duction of energy, intended in part for internal consumption and the remaining part for sale to autho-
rised third parties.

In order to ensure comparability of the data and to use a uniform assessment measure, the value has
been converted to Gigajoules.

It should be noted that part of the changes between 2018 and 2019 is attributable to the change to the
scope of consolidation as explained earlier.

Energy consumed within the organisation, divided into renewable and non-renewable sources

Sources UoM Newlat Group 2019 Newlat Group 2018

Natural gas m3 19,148,692 17,900,851
'Diesel for generators 1 23,975 _ 16,575
Steam’ MWh 20,390 =
Electricity purchased MWh 70,246 64,092

of which from non-reneiwable sources MWh 42 055 37923

of which from renenable sources MWh 28,191 26,169
Self-produced electricity MWh 17,525 _ 14,336
Self-produced electricity sold MWh (231) 5)

? Value regarding Steam generated at 16 bar and 200°C by the district heating system.
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Sources Newlat Group 2019 Newlat Group 2018

Natural gas m3 19,148,692 17,900,851
‘Diesel for generators 1 23,975 _ 16,575
Steam” MWh 20,390 2
Electricity purchased MWh 70,246 64,092
of which from non-renewable soiurces MWh 42 055 37923
of which from renewable sources MWh 28,191 26,169
Self-produced electricity MWh 17,525 _ 14,336
Self-produced electricity sold MWh (231) 5)

The monitoring of consumption, which the Group has always paid particular attention to, is conducted
through continuous meter reading.

The increase in volumes of natural gas and energy consumed can be directly linked to the change in the
scope of consolidation and an increase in production activity at some of the Group’s production sites
and in particular the Lodi and Sansepolcro sites for the part dedicated to bakery products.

5.1.1.2 Energy intensity

[GRI 302-3]

Newlat Group considered the number of workers as a representative unit of the energy intensity consu-
med, resulting in an average energy consumption ratio per employee. The figure is expressed in GJ per
person.

This indicator has long been used by the Group to monitor the energy consumption at each plant.

For reporting purposes, only the energy consumption reported above has been considered, and therefo-
re only the consumption generated within the organisation is considered, i.e. the Group.

* Data on purchased energy from renewable sources is calculated using the national energy mix of Italy (source: GSE) and Germany
(AG Energiebilanzen) for the relevant years.
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Formula Absolute values EX 2019

FY 2019
Total enerey consumed (GJ) 1,064,452 B 071
No. Emiloi-'ees 1,096
Total energy consumed (G]) 913,974 - 1027
No. Employees 890 B i

Again, it should be noted that part of the changes between 2018 and 2019 is attributable to the change
to the scope of consolidation as explained earlier.

Net of the aforementioned change in scope of consolidation, there were no significant changes.

5.1.2 Environmental impacts

5.1.2.1 Materials used by weight and volume

[GRI 301-1]

Following the various acquisitions made at a Group level, Newlat has been able to expand the portfolio
of finished products offered on the market. The indirect consequence relates to the diversification and
expansion of the raw materials and materials used by the Group in the production process.

In relation to what is required by the reference GRI, the data considered relevant for the company and
having a significant impact are those relating to raw materials and packaging materials. However, it
should be noted that the data reported for this indicator relate only to materials used for the packaging
of finished products and therefore raw material data are not represented. The decision for this exclusion
is mainly that the raw materials used refer mostly to the agri-food area (i.e. semolina, milk and deriva-
tives, and flour), which therefore have the characteristic of being renewable.

The materials reported have been classified as renewable and non-renewable.

The data reported are those extracted from the information systems used by the company to indicate
the purchase of materials.

In the next three years, however, it is intended to launch a process to ensure the highest level of control
and transparency over the consumption of materials used for production.
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Consumption of materials divided by renewable and non-renewable sources
2018

Total
Total Non-Rene Total

Total Non-Renewable Renewable wable Renewable

Material — Tonnes

Plastic 1,669.75

Cartons 1,400.00 7,286 631 6,566

CKB cardboard = 708 0 652

Laminated Paper and 68 972
Polythene 52.53 1,074

Glass = 188 = -

Laminated Paper and 449 A
Aluminium 400.61 17

Aluminium 1292 9 5 3

Glues and Adhesives - 11 0 12

Miscellaneous materials 0

* - 21 101

Packaging containers 286,602.98 3 348,399 -

Total 290,138.80 10,934 350,243 9,982

Some of the variations between the values for materials between 2018 and 2019 can also be explai-
ned by the change to the scope of consolidation. In particular, the scope of consolidation of the Italian
company changed in 2018. Following the acquisition by Newlat Food Spa of Delverde Industrie Alimen-
tari SpA and Newlat GmbH, the Group took ownership of the Fara San Martino and Mannheim plants,
respectively.

Net of the aforementioned change to the scope of consolidation, there were no significant changes in
production waste.

5.1.2.2 Direct and indirect GHG emissions

[GRI 305-1; GRI 305-2]

With this indicator, the Group intends to report the performance achieved so far in terms of emissions
of highly harmful agents into the atmosphere which have a high negative environmental impact.

The data below illustrate the amount of ozone-depleting emissions produced by the Group, both direct-

ly and indirectly, in the course of carrying out its production activities, but considering them net of any
emissions trading with third parties or purchases of certificates.

* Consumables such as labels and toners for industrial printers.
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Emissions into the atmosphere produced by the Group are closely linked to electricity consumption, the
consumption of natural gas and the use of fossil fuels.

Emissions - tCO2¢’

Direct emissions - Scope 1

Indirect emissions - Scope 2

Total Emissions

In addition to information regarding the change to the scope of consolidation in 2019, it is to be noticed
that total emissions are in line with the general production figure.

5.1.2.3 Water management

[GRI 303-3]

Given the nature of its products (i.e. dairy products, dried pasta and derivatives), the production process
requires the use of large amounts of water.

Aware of this and with the intention of limiting waste as much as possible and managing its production
system to optimise water usage, Newlat Group has put in place a monitoring system for the responsible
management of this resource.

The Group pays careful attention to the disposal of wastewater to avoid, in particular, the occurrence of
runoff and damage to the environment caused by the incorrect performance of this activity.

The main sources used by Newlat Group are listed in the following table, with an indication of annual
consumption in m3. The table shows that, although water withdrawal is mainly from groundwater, the
Group also uses resources from public waterworks or water supplied by water companies.

With reference to water supplied by public waterworks, this is used to ensure the proper functioning
of toilets and for cleaning, as well as for some of the more delicate production processes, such as the
washing of certain dairy products to ensure maximum safety for the consumer.

* The conversion factors used to calculate the value of CO2e for Italian sites are those listed in the “Table of national standard parame-
ters for GHG monitoring and declaration pursuant to Decree Law 30/2013” provided by ISPRA (Italian Institute for Environmental
Protection and Research) as updated in 2018. The estimate of CO2 emissions released into the atmosphere by the electricity suppliers
of the Group’s plants, both in Italy and Germany, was based on the Terna Group’s international comparison table. The conversion pa-

rameters of the DEFRA’s “Environmental reporting guidelines” were used to calculate the district heating emissions for the German
plant in Mannheim.
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Water sources - m® 2019 2018

< 1000 > 1000 < 1000

mg/L mg/L mg/L

Surface water 0 41,265 |39,780.00 0

> 1000

/
mg/L

Groundwater 3,231,120 0 0 2,980,087
Public Tvaterworks or water supplied by water 36,361 2185 1,932 54538
companies

Total water consumed 3,267,481 43,450 41,712 3,034,625

As mentioned, part of the changes between 2018 and 2019 is attributable to the change to the scope
of consolidation as explained earlier.

In 2019, thanks to the Group’s careful management of water resources and wells used in its production
processes, no sanctions were received as a result of environmental damage in areas adjacent to the
production plants, such as due to runoff or pollution of aquifers.

Net of the change to the scope of consolidation, it should be noted that 2019 marked a production
growth for the Group, with the consequent need to use more water.

Although Newlat Group plants are connected to the public sewerage system, most of the wastewater
resulting from the production process is discharged in ways other than discharge into the sewerage
system.

The difference in treatment is due in particular to the different management of the various plants and
to the difference in the processing activities performed at each of them.

The plants make use of the integrated water service provided in the area they operate in. In addition,
some plants have access to special treatment systems, which perform initial water treatment prior to
discharge into the public sewer. Only a small part is subject to evaporation.

With reference to the division of water withdrawal between fresh water (£1,000 mg/| of total dissolved
solids) and other types of water (>1,000 mg/l of total dissolved solids),the Group monitors and analyses
water from both surface water and groundwater sources, carried out by third party analytical laborato-
ries.

The Group, in compliance with national regulatory standards for the food industry, uses fresh potable
water. Therefore, the withdrawals shown in the table refer only to water with £1,000 mg/l of total dis-
solved solids.

Withdrawals from areas with water stress are not available. The Group will endeavour to report these
data over the next two years.
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5.1.2.4 Waste by type and disposal method

[GRI 306-2]

Newlat Group’s commitment is aimed in two directions: on the one hand, to reduce the amount of waste
produced and, on the other hand, to increase waste recycling. The aim is to optimise the recovery of
waste produced.

Specifically, waste derives mainly from production activities or from those relating to administrative
or office areas. Waste management is based on specific procedures, developed through experience, in
accordance with legal provisions.

In addition, transport and end disposal are strictly controlled and monitored by specialist companies
with the necessary authorisations. In fact, the waste produced by the Group is handled by companies
who, according to current regulations, are authorised to carry out collection and disposal activities.

Over time, the Group has implemented a system of continuous and timely monitoring through the use
of internal reports.

2019 2018

Waste - Tonnes

Non-Hazar Non-Hazar
Hazardous Total Hazardous
dous dous

Incinerator 61,940

61,940

Landfill 146 29.397 39,543 42 160 202

Recycling 180 104,832 105,012 12 30,293 30,305

Treatment plant - 1,087 1,087 - 1124 1,127

Wet and Dry 710 710 0

Total 326 207,966 208,292 54 31,602 31,656

In 2018, 31,656 tonnes of waste were produced, mostly non-hazardous waste (31,602 tonnes). In 2019,
208,292 tonnes of waste were produced, including 207,966 tonnes of non-hazardous waste.

The 2019 figure can be explained by the increase in production and the introduction of the Fara San
Martino plant into the scope of consolidation,which in 2019 produced 62,126 tonnes of waste, of which
22,641 tonnes were waste subject to recycling.

As mentioned, part of the changes between 2018 and 2019 is attributable to the change to the scope
of consolidation as explained earlier.
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5.2 Social aspects

Newlat Group aims to ensure both a high quality level of its products and the containment of related
costs within certain levels of competitiveness.

For this reason, the Group itself has defined specific procedures and controls that involve the entire
supply chain: from the supply of raw materials to the distribution of finished products.

To this end, the Group undertakes to require its suppliers and external contractors to comply with the
principles of conduct adopted by the Group itself. For this reason, each supplier, business partner or ex-
ternal contractor is notified of the existence of the Code of Ethics,the Organisational Model pursuant to
Legislative Decree 231/01,the Code of Conduct and the regulatory principles adopted by Newlat Group.
In selecting its suppliers, the Group takes into account certain elements, including:

« professionalism and experience;

« value for money that can meet the high standards that the Group undertakes to maintain;

e project capabilities and resources.

The Group has achieved an adequate awareness of both direct and indirect risks related to serious da-
mage which its activities (together with that of the various players involved) may entail.

The Group, aware of these risks, which are reported in the “Policies and Risks” section, strives to mitiga-
te them through monitoring procedures, some mandatory according to the reference standards, others

implemented by the management systems as a result of the certifications that the Group has obtained
over time.

5.2.1 Responsibilities in the supply chain

5.2.1.1 Supply chain

[GRI 102-9]
The Group has always wanted to be synonymous with quality and food safety, characteristics guarante-
ed by the selection of the most appropriate raw materials and by the checks carried out on the product
during all phases of the production cycle.
To maintain this line of action, the Group is committed to certifying the quality and provenance of its
products. For this reason, together with the reasons required by the specific nature of the business, it is

established practice to use suppliers operating in Italy or in any case in the European context.

For reporting purposes, not all types of supply have been specified, but only those strictly related to
production. As such, the data refer to the following categories:

e Raw materials
e Finished products

 Packaging
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« Utilities
e Maintenance and spare parts

e Transport

Suppliers

Geographical Area Number Number

[taly

Rest of Europe

Total

The following table shows the nature of the Group’s production. In fact, most of the costs derive from
the supply of goods rather than services.

Suppliers - expenditure

(million)
Type of Supply

Goods

Services

Total

The increase in the number of suppliers is directly linked to the change to the scope of consolidation.
Net of this change, there are no significant changes in the supply chain of goods and services in the
periods under analysis.
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5.2.1.2 Proportion of spending on local suppliers

[GRI 204-1]

As mentioned, due to the nature of the business and practices, the Group prefers purchasing from
suppliers operating in Italy or in any case in the European context. The high quality standards that the
Group wants to guarantee to its customers are achieved by sourcing more than 80% from lItalian sup-
pliers. In addition, considering the high rate of deterioration of some raw materials, the Group needs to
implement its production processes close to suppliers. For this reason, most suppliers of raw materials
operate at a national level.

The first table reports the share of the total Group purchases made in Italy by Newlat Food Spa and in

Germany by Newlat GMBH, respectively. The subsequent tables represent the share of purchases made
by the two group companies in their respective countries of operation.

Suppliers - expenditure (million)

Group purchases of goods and

' [3
SEervices

of which purchase of goods and services

Jrom ITALY

of which purchase of goods and services

Jrom

GERMANY

Suppliers - expenditure (million)

Purchase of goods and services’ by
Newlat Food SpA

of which purchase of goods and services

¢ The data refer only to the categories of suppliers indicated in the previous section (5.2.1 — Responsibilities in the supply chain)
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Suppliers - expenditure (million)

Purchase of goods and services by Newlat GmbH

of which purchase of goods and services from GERMANY

GERMANY

Local suppliers for Germany were assessed on the basis of origin, and therefore all suppliers with their
headquarters in Germany were considered to be local suppliers.

Likewise, all those based in Italy are considered local suppliers for Italy.

5.2.2 Product quality and consumer safety

5.2.2.1 Incidents of non-compliance concerning the health and safety impacts
of products and services

[GRI 416-2]

The Group has always been very vigilant regarding incidents involving the non-compliance with regula-
tions and self-regulation codes concerning the health and safety impacts of products and services. This
can be seen from the low number of incidents that occurred in 2019.

In fact, for the entire Group, during this period, only five incidents were recorded of non-compliance
concerning the health and safety impacts on the product categories offered: two at the Salerno plant
and three at the German plant. Specifically, these refer to incidents of non-compliance with regulations
involving a recall. However, these have not yet resulted in sanctions.

In 2018, however, there were no cases of non-compliance.
The Group is constantly committed to the adaptation and improvement of all tools and protocols to
always ensure high standards and compliance with current regulations. Appropriate measures have

been taken as a result of the incidents to prevent similar situations from occurring in the future.

The data were reported on the basis of the findings indicated in the Register of Non-Conformities, kept
at the plants, as recommended by the ISO 9001:2015 standard.

7 Ibid.

ANNUAL REPORT 2019

77



78

5.2.3 Social development

5.2.3.1 Operations with local community engagement, impact assessments,
and development programs

[GRI 413-1]

The Group is committed to the development of the areas it operates in and all the areas surrounding
its plants, especially with regard to Italy. The commitment to social development has been divided into
numerous activities in different areas of action. In particular, charitable activities have been carried out
at charity and sporting events, and other activities have been carried out with a view to safeguarding
the areas in which the Group carries out its production activities.

A number of initiatives have been promoted to stimulate the growth of the local area and economic
development, both directly and indirectly, and plants try to recruit new staff from local communities.

5.2.3.2 New suppliers that were screened using environmental and social criteria

[GRI 308-1] [GRI 414-1]

Newlat Food SpA has not yet implemented a structured supplier selection process and, for now, the
choice is mainly based on:

e possession of certain technical criteria,
e compliance with food requirements,
« financial-logistical reasons.

In 2019, as in 2018, there were no Newlat suppliers selected according to social and environmental
criteria. Sometimes, the Group’s decision to rely mainly on local suppliers results in a reduced distance
from Newlat’s plants, with the resulting benefits of the reduced environmental impact in terms of tran-
sportation.

Over the next three years, the Group will consider investing time in structuring and standardising a for-
malised process for the selection of suppliers that, in addition to the above parameters, also takes into
account social and environmental criteria.

5.3 Personnel aspects

Newlat Group is aware that its strengths include Human Capital, made up of all Group employees and
collaborators. Aware of the strategic importance of people, the Group is therefore committed to stimu-
lating the development of its employees, including engaging them in the “corporate spirit”.

Care, protection and development are parameters underlying the growth of Newlat Group. In the Code
of Ethics, the Group recognizes the central role of human resources, considering the professional con-
tribution of people, offered within a framework of loyalty and mutual trust,an important success factor.
For these reasons, the Group pays particular attention from the initial stages of recruitment and, subse-
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quently,in the career development phases of its staff. In particular,the Group focuses on finding the best
match between the profiles required by the position and the candidates proposed during recruitment.

Furthermore, in the course of career development, especially for managers, considerations are made on
the basis of the work carried out by existing personnel, although communication of these assessments
does not always take place in a direct and formalized way, there not being a structured process in this
area.

As a further aspect, the Group is committed to ensuring the growth of its staff, organising the training
courses considered necessary for this purpose and encouraging staff at all levels to participate.

Attention is also paid to safeguarding and protecting the health and safety of its staff in the workplace.
For this reason, the continuous monitoring and updating of the controls for these issues is carried out
for each plant. The purpose is to ensure,among other aspects, full compliance with the law, the certifi-
cations obtained by the Group and the regulatory principles adopted by the latter.

Based on the data below, it can be seen that the Group seeks to provide fair treatment to workers, wi-
thout gender discrimination, aimed at promoting the professional growth of employees, based on the
specific skills of the individual, professional profile, technical skills and aptitudes.

The Group aims to comply with legal standards and provisions on rights and the protection of diversity,

and industrial relations and trade union relations are based on compliance with the provisions of laws
and contracts.

5.3.1 In-depth look at COVID-19

Following the situation that emerged at the start of 2020 and the impact that the spread of SARS-CoV-2
has had and is still having on a global scale,the Group,on a voluntary basis, considered it appropriate to
report on the measures taken with specific reference to the management of its employees in this area.

In particular, the measures implemented by the parties responsible for ensuring the health and safety
of workers include the following aspects:
» Timely updating of the Risk Assessment document in order to add the assessment of the risks

associated with the evolution of the Covid-19 pandemic.

« Initial limitation of travel to the “Red” zones (Lodi and Corte dei Frati) and subsequent prohi-
bition following the issue of subsequent decrees.

« Communication to all personnel of good hygiene practices and the guidelines to be followed
in the case of contact with people infected by SARS-CoV-2.

» Implementation of protocols for interaction with external parties (e.g. carriers, couriers, etc.)
authorised to access the Group’s facilities, to ensure business continuity.

« Restriction of access in order to maintain safety distances in enclosed spaces and shared are-
as such as toilets and canteens;

« Activation of organisational protocols such as access to smart working, where possible, and
alternating holidays.
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It should be noted, however, that the abovementioned measures are currently those considered to be
the minimum and principal measures. They are, however, constantly being updated. The executive bo-
dies responsible for employee health and safety are aimed at the continuous monitoring of the evolu-
tion of events, in order to implement the responses considered most appropriate to the management
of this crisis situation.

5.3.2 Human Resources Development

5.3.2.1 Information on employees and other workers

[GRI 102-8]
The Group’s workforce did not vary significantly in the two-year period 2018-2019. Specifically, there is

an increase in fixed-term contracts from 39 to 71. Likewise, there was a decrease in permanent workers
from 922 units in 2018 to 896 in 2019.

Employees 2019 2018
Contract type Women Women

Permanent

Fixed-term

Total

Employees 2019 2018

Type of Contract —
FT/PT

Women Women

Full-time

Part-time

Total
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Employees

Geographical Area |

Italy

Germany

Total

The Group’s activities are growing year on year, and likewise, full-time contracts have also increased
from 838 units to 1,038, while part-time contracts remain more or less stable.

Some of the variations between the figures for personnel between 2018 and 2019 can also be explai-
ned by the change to the scope of consolidation. In particular, the scope of consolidation of the Italian

company changed in 2018. Following the acquisition by Newlat Food Spa of Delverde and Newlat
GmbH, the Group took ownership of the Fara San Martino and Mannheim plants, respectively.

5.3.2.2 Collective Bargaining Agreements

[GRI 102-41]

The Group pays attention to the protection of its employees and is committed to strictly complying with
the regulations in force.

As can be seen from the data contained in the table below and referring to Newlat Food SpA, 100% of
employees in the two-year period 2018-2019 are covered by contracts regulated by collective agree-
ments (hereinafter also referred to as “CBA").

As regards Newlat GmbH Deutschland, however, it is clear that not all employees are covered by such
agreements.

Furthermore, the distinction indicated in the table between “Food Industry” CBA and “Industry Executi-
ves” CBA applies only to Italy.

Staff are contractually divided between those covered by contracts referring to national collective bar-
gaining agreements for the food industry and those covered by the contract for industry executives.
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Employees -
Newlat Food SpA

2019 2018

Food Industry Food Industry

% CBA Industry Executives | Total Industry |Executives Total

CBA CBA CBA CBA

Number of

employees

No. of Emp.
covered by CBA

% Emp. covered
by CBA

100%

Employees — Newlat GmbH
Number of employees

No. Emp. covered by CBA

% Emp. covered by CBA

5.3.2.3 New employee hires and employee turnover

[GRI 401-1]
The tables below show the data regarding resignations and recruitment during 2018 and 2019.

The relationship between new hires and turnover is stable, demonstrating that there have been no
major changes to the workforce, above all net of the considerations to be made with specific reference
to the change to the scope of consolidation.

In particular, it can be seen that the turnover and recruitment process is decreasing the average age of
the workforce. In fact, for almost every employee over 50 who resigned, a young person under 30 was
hired. The staff renewal process is one of the pillars for growth and the maintenance of competitive ad-
vantage. This process is ongoing and an attempt is being made to maintain the right balance between
experience and innovation, thus ensuring that new resources can join the workforce.

Employees -
: 2019 2018
Group

New hires Women | Total Men Women Total

<30

30-50

>50
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Employees -

Group

Employee )
Women Total Men Women Total
turnover

5.3.2.4 Average hours of training per year per employee

[GRI 404-1]

The Group also places importance on the training of its employees, guaranteeing a continuous training
process starting from recruitment.

The hours of training provided relate to both occupational health and safety courses and technical
training, aimed at maintaining as well as expanding the know-how gained over time by the Group, thus
guaranteeing the desired professional growth standards.

2018

Women

Employees - Group 2019

Total Men

Hours of training Men Women

Executives 24 57 31 6 37
Hauachi o 492.75 135625 | 12945 | 377.5 | 16725
personnel
Manual
workers+Technical 1,386 16,865 11,302 | 1,401 |12,702
managers

Total 1,879 18,255 12,627 | 1,784 | 14,411

During the two-year period, there was an increase in the hours spent on staff training, mainly concen-
trated among manual workers, in particular linked to the new hires in 2019.

The effect is always to be considered net of changes to the scope of consolidation.

5.3.2.5 Percentage of employees receiving regular performance
and career development reviews

[GRI 404-3]
To date, the Group has not adopted a structured staff appraisal process for the Italian business. However,

appropriate career development and professional growth programmes are guaranteed to staff. These
aspects are achieved through the recognition of the skills and abilities of staff.
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The data relating to Newlat GmbH Deutschland only are reported below.

Employees - Group’

% of employees who were included in the performance )
) Women
appraisal programme

Executives

Managers+Office personnel

Manual workers+Technical managers

5.3.2.6 Diversity of governance bodies and employees

[GRI 405-1]

The Group considers the Board of Directors as its governance body, the composition of which is shown
in the table below.

3 201
Group 2019 < 30 30 - 50 > 50

Diversity of Governance Bodies - BoD
y Men | Women  Men  Women | Men  Women

Members of Governance Bodies

% of Members of Governance Bodies by age

group

% Members of Governance Bodies of the Total

2
Group 2018 30 - 50 =50

Diversity of Governance Bodies - BoD 5 3 2
= Men | Women | Men | Women | Men | Women

Members of Governance Bodies

% Members of Governance Bodies by age group

% Members of Governance Bodies of the Total
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The composition of employees shows that there is a process of generational turnaround between wor-
kers who are now close to retirement and younger workers. As previously indicated, this process is of
particular interest for the future growth of the Group.

Group Employees 2019 Tot.
Employee diversity

Executives

Managers+Office personnel

Manual workers+Technical man agers

Total

% by age group

% of Total

Group Employees 2018 <30 30-50 >50 Total Total

Employee diversity Men Women Men Women Women no.

Executives

Managers+Office personnel

Manual workers+Technical managers

Total

% by age group

% of Total

Newlat Food SpA Employees 2019 <30 30-50 >50 Total Tot.

Employee diversity Women Men Women Women  no. %

Executives

Managers+Office personnel

Manual workers+Technical managers

Toral

% by age group

% of Total
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Newlat Food SpA Employees 2018
Employee diversity
Executives
Managers+Office personnel
Manual workers+Technical managers
Total
% by age group

% of Total

Newlat GmbH DE Employees - 2019°

Employee diversity
Executives
Managers
Manual workers+Technical managers
Total
% by age group

% of Total

5.3.2.7 Women to men ratio of basic salary and remuneration

< 30

Men | Women

Men

30 - 50

Women

> 50

Men | Women

Total

1n0.

Total

Men

< 30

Women

30

Men

- 50

no.

> 50

Women

Total

no.

Total

[GRI 405-2]
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For comparison purposes, the figure was considered in percentage terms and not in absolute terms.

As can be seen from the trend, there has been a gradual adjustment between the remuneration paid to
both genders, especially with regard to manual workers who, in 2019, reached a ratio of 1 to 1.

In any case, the pay gap is narrowing, including with reference to managers and office personnel in
20109.

? The decimal places in the percentages have been reported for presentation purposes only, so as not to have a given percentage
equal to zero.




Women’s Basic Salary/Men’s Basic Salary — Newlat Food
SpA

Executives

Managers+Office personnel

Manual workers+Technical managers

Women’s Remuneration/Men’s Remuneration — Newlat GmbH DE

Executives

Managers+Office personnel

Manual workers+Technical managers
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5.3.3 Occupational health and safety

5.3.3.1 Work-related injuries

[GRI 403-9]

Health and safety in the workplace is a subject treated with particular care, sensitivity and attention by
the Group, which aims to ensure a safe workplace for all employees or third parties who have to operate
within the Group’s premises.

The Group regularly monitors all accidents occurring in the workplace or while commuting between
work and home. The personnel office, together with the HSO and the persons specifically delegated to
deal with health and safety issues, continuously work to ensure the compliance of the plants with cur-
rent regulations and the standards required by the certifications obtained.

In this context, it should be remembered that the Group places particular importance on SMETA certi-
fication.

Employces 2019 2018
Number of deaths as a result of
work-related injuries

Number of serious work-related injuries

Number of work-related injuries 37 17
Number of hours worked 1,404,134.50 890,871.50

Death rate as a result of work-related

injuries

Rate of high-consequence work-related
injuries

7.49% 3.82%

Rate of recordable work-related injuries

With reference to non-employees of the Group but still under the control of the organisation, a system
for monitoring hours has not yet been established. Such workers mainly correspond to: cleaning, porte-
rage and concierge staff or any workers belonging to external companies. There are also some agency
workers in some of the plants.

The data derive from the extraction of the final data from the information system used for payroll pro-
cessing.

The calculation of the rates took place considering a base of 200,000 hours worked.
At the moment, there are no data available regarding any accidents related to persons under the control

of the organisation, but who are not directly employed. The Group will endeavour to report this infor-
mation over the next two years.
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5.4 Respect for human rights
5.4.1 Respect for human rights

5.4.1.1 Incidents of discrimination and corrective actions taken

[GRI 406-1]

In order to identify any cases of discrimination,the Group has appointed the task of carrying out specific
audits to the control bodies involved in ensuring compliance with the adaptation of its model to specific
reference regulations for these areas (i.e. Organisational Model as per Italian Legislative Decree 231/01,
and Law 262/05).

In relation to the Organisational Model pursuant to Italian Legislative Decree 231/01, mechanisms have
been adopted for reporting to the control bodies (Supervisory Board), which then takes charge of any
complaints.

Following the activities carried out by the Supervisory Board for 2019 and following the investigations
carried out by the company departments involved, it was found that there were no incidents.

Since there were no incidents of discrimination during the reference period, no corrective actions were
necessary.

5.4.1.2 Operations that have been subject to human rights reviews
or impact assessments

[GRI 412-1]

The Group does not carry out operations that have been subject to human rights reviews or impact as-
sessments that its activities generate in respect for and protection of human rights.

However, the commitment to observe the principles contained in the following documents remains:

e Universal Declaration of Human Rights;

e National and International Reference Laws;

e Group Code of Ethics.

With regard to the activities and operations carried out by its suppliers, at the time of signing any
agreements or contracts, the Group communicates and circulates its Organisational Model pursuant to
Legislative Decree no. 231/01 and its Code of Ethics to them.

As mentioned in these documents, they contain the principles and regulations that the Group intends to

apply to the protection of human rights. The contracts that the Group enters into with its suppliers also
require compliance with the principle of fairness and good faith imposed by law.
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5.5 Fighting active and passive corruption

5.5.1 Ethics and Anti-Corruption

The Group agrees to maintain ethical behaviour towards its stakeholders through the dissemination of
its Code of Ethics.

The Code of Ethics includes, among other things, the Mission, ethical principles and rules of conduct,
which, with specific reference to the fight against corruption, call for correct and transparent conduct,
which includes aspects such as acting in the interest of the Group, always bringing the existence of
potential conflicts of interest to the attention of management figures,and avoiding potential corruption.
For this purpose, it is specified that corruption means, for example, promising, receiving or accepting
money, gifts or other kinds of compensation in a personal capacity from third parties.

The Group is also committed to ensuring maximum transparency and traceability of all transactions and
activities.

Each employee must act with the aim of protecting the Group’s value (meaning the set of reference
stakeholders) and contribute to the performance of the internal control system, in compliance with the
law and company regulations.

Each employee of the Group must ensure that decisions taken during the course of their activities are
taken in the interests of the Group, in order to avoid potentially dangerous situations concerning an-
ti-corruption issues, such as acts of business courtesy — gifts — or unjustified forms of hospitality, and
that occur in breach of internal company regulations and procedures.

All these measures are contained in the Code of Ethics and the Organisational Model pursuant to Legi-
slative Decree 231/01, which was updated during the 2019 reporting year.

The Group constantly seeks to improve its transparency in order to improve the effectiveness of the
fight against corruption,including through compliance with the regulations and procedures required for
issuers listed on the STAR segment of the Italian Stock Exchange. By adopting this Code on a voluntary
basis, the Group is working towards improving its Corporate Governance mechanisms for greater tran-
sparency. Likewise, in 2020 the Group appointed an Officer in Charge as required by Law 262/2005 to
further strengthen its systems to protect the interests of the Group and all its Stakeholders.

5.5.1.1 Communication and training about anti-corruption policies and procedures

[GRI 205-2]

The Code of Ethics and governance models are currently being updated, mainly due to the succession
of acquisitions and extraordinary transactions that occurred in 2019. These changes have meant that
members of the governance bodies have been provided with a communication of the anti-corruption
procedures and policies adopted, but that no real training has yet been provided in this area. Following
its listing on the STAR segment of the Italian Stock Exchange, the Group has established adequate
control bodies and verification mechanisms for anti-corruption issues. In 2020, the Group will adopt an
updated Organisational Model pursuant to Legislative Decree 231/01.
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In addition, someone has already been appointed to cover the position of Officer in Charge, as required
by Law 262/2005.

Employees have been informed of the anti-corruption procedures and policies implemented by the
Group, however specific training designed to disseminate knowledge of this aspect has not yet been
provided.

5.5.1.2 Confirmed incidents of corruption and actions taken

[GRI 205-3]

For reporting purposes, this aspect is accompanied by what is indicated for discrimination incidents.

Therefore, for further details, please refer to what is indicated in the specific section mentioned above
(5.4.1.1).

However, it should be noted that, following the verifications and investigations carried out by the bodies
designated to monitor compliance with the law as well as internal company procedures, it is concluded
that there were no confirmed corruption incidents during the reference period. Again, therefore, no cor-
rective actions were taken.
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VI. Table of Correlation to Legislative Decree 254/16

Legrislative ’ - mmﬂ;‘, fi
}.){':'F}‘(‘f .-1-'1’;_-.«"1‘._5;:.«_.«1! : _#. < = I,OP 5 Reporting Scope 2019 Notes
2542016 topic fopric Chapler GRI S 1.1 JARD
Raw material data are
not uniformly available
for all plants, as the
Group has nota
Ex All Newlat Group Spedﬁ_c ol
1E[gy i IEPOItI.ﬂg S'I.ll:}.l
5 companies : 2
Chapier 4 — 3021 cgns}lmphon consoldated ini Fall, ulfoFma3011. i )
Tuplemented within the Rl ; particular regarding
s . s as indicated in the
Ene. Policies, Risks and organization Methodological Note. waste data. .
E fﬁcigen: Management The Group will work
wiliclency Methods towards calculating the
5 4 Par. 5.1.1 Energy figure uniformly
SRl efficiency = sfming from N}FS
2021.
All Newlat Group
companies
302-3 | Eoerey couszidated in full,
1alEdsivy as ndicated in the
Methodological Note.
Reduction Chapter 4 — Kltiass All Newlat Group Raw marterials have not
aterials i
of Tmplenrented - companies been reported as the
environme | Podices, Risks and | 301-1 s consolidated in full, estimate 1s difficult due
ntal Management “_De;fme as indicated in the to the quantification of
impacts Metheds Methedological Note. | agri-food waste, All
Par. 5.1.2 materials used for
Environmental packaging have been
impacts | reported.
The report does not
All Newlat Group report water
303-3 Water companies withdrawals divided by
018) withdrawal by | consolidated in full, areas with water stress
source as indicated in the as the Group does not
Methodological Note. | report tlus
mntormation.
Direct GHG j['he scope identified
305-1 | ermussions 0 sechon 1'1.
(Scope 1) “Methodological
Note” was used.
22112 o All New'lat Group
S COITIPE]'J.ICS
305-2 L‘L’j::}‘; | consolidated in full,
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All Newlat Group
Wiaste by type | companies
306-2 |and disposal | consolidated m full,
method as indicated in the
Methodological Note.
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Personnel
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VII. Annexes

Certifications held by the company

Certification

Plant export
authorisation -
South Korea

Plant export
authorisation -
Custom Union
Plant export
authonsation -
Panama

Plant export
authorisation -
Brazil

Plant export
authorisation -
South Korea
Plant e>
authorisation -

OTL

China

ORGANIC (BIO)
ORGANIC
ORGANIC 834
ORGANIC IBD
ORGANIC JAS
BRC

BRC (not
published)

FDA

FSSC 22000
HACCP (UNI
10854: 2009)

Halal

IFS

1FS (not published)
1SO/UNI EN 1SO
14001:2015

IS0 22000

1S0 2200

IS0 9001

1SO 900

Group

Kosher
KOSHER (Pasta
factory)
NON-GMO
(US produets only)
U.S. FDA
Registration
SMETA

UNI CEI EN
ISO/IEC
17025:2018

UNI CEI EN
ISO/IEC
17025:2018
Vegan

WOOLWORTHS
{Certificate held by
“La Molisana)

PLANTS WAREHOUSES
eggi Yzizz Sa ‘ara Sz
l_{“— Tr,fcl T.(D(l']l Crl"'l'['l()'l_lﬂ L,L‘zelric' . = El’()li B(')l()g‘]lﬂ 1 A . g S:{I(:‘.T'"ll T'u?.:tuoii R("['I(". ]1(".('.('.("
Emilia I'aro  Sepolero 3 Martino
X
X
X
X
X
X
X
X X X X X X X X
X
X
X
X X X X
X X
X X X X
X
a
X X
X X X X
X X
X
X
X
X X
X X X X X X
X X
X
X
X
X X X X X X
X
X
X
X
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VIIIl. Independent Auditing Firm’s Report

[GRI 102-56: External Assurance]

i

pwec

Independent auditor’s report on the consolidated non-

Jinancial statement
pursuant to article 3, paragraph 10 of Legislative Decree no. 254/2016 and article 5 of CONSOB
Regulation no. 20267 of January 2018

To the Board of Directors of Newlat Food SpA

Pursuant to article 3, paragraph 10 of Legislative Decree no. 254 of 30 December 2016 (hereinafter,
the “Decree”) and article 5 of CONSOB Regulation no. 20267/2018, we have performed a limited
assurance engagement on the consolidated non-financial statement of Newlat Food SpA (hereinafter
also the “Company”) and its subsidiary (hereinafter the “Newlal Group” or the “Group”) for the year
ended 31 December 2019, prepared in accordance with article 4 of the Decree, presented in a specific
section of the report on operations and approved by the Board of Directors of the Company on 19
March 2020 (hereinafter, the “NFS").

Responsibility of the Directors and of those charged with governance
(“Collegio sindacale™) for the NFS

The Directors of Newlat Food SpA are responsible for the preparation of the NFS in accordance with
articles 3 and 4 of the Decree and with the “GRI-Sustainability Reporting Standards” defined in 2016
and subsequent versions (hereinafter, the “GRI Standards™), with reference 1o a selection of GRI
Standards, as described in the paragraph “Methodological note” of the NFS, identified by them as the
reporting standards.

The Directors are responsible, in accordance with the law, for the implementation of internal controls
necessary to ensure that the NFS is free from material misstatement, whether due to fraud or
unintentional errors.

Moreover, the Directors are responsible for identifying the content of the NFS, within the matters
mentioned in article 3, paragraph 1 of the Decree, considering the activities and characteristics of the
Newlat Group and to the extent necessary to ensure an understanding of the Group’s activities, its
performance, its results and related impacts.

Finally, the Directors are responsible for defining the business and organizational model of the Group
and, with reference to the matters identified and reported in the NFS, for the policies adopted by the
Group and for the identification and management of risks generated and/or faced by the Group.

Those charged with governance (“Collegio sindacale™) of Newlat Food SpA are responsible for
overseeing, in the terms prescribed by law, compliance with the Decree.

PricewaterhouseCoopers SpA

Sede legale e amministrativa: Milano 20149 Via Monte Rosa 91 Tel. o277851 Fax oz7785240 Cap. Soc. Euro 6.890.000,00 Lv., CF.e P.IVA e
R mp. Milano 12970880155 Iscritta al n® 110644 del Registro del Revisori Legall - Altrd Ufflch: Ancona 60131 Via Sandro Totti 1 Tel
' 311 - Bari 70129 Via Abate Glmma 72 Tel oBos6ijo211 - Bergamo 24121 Largn Balotti 5 Tal « 6y1 - Bologna joi26 Via Angelo
Finelli 8 Tel 0516186211 - Brescia 25121 Viale Duen d'Aosta 28 Tel 0303607501 - Catania 951209 Corso Ttalia 302 Tel 0057532311 - Firenze
50121 Viale Gramsci 15 Tel. 0552482811 - Genowva 16121 Piazza Piccapietra 9 Tel. 01029041 - Napoli 80121 Via dei Mille 16 Tel. 08136181 -
Padova 315138 Via Vicenza 4 Tel. 049873481 - Palermo 90141 Via Marchese Ugo 60 Tel. 091349757 - Parma 43121 Viale Tanara 20/A Tel
0521275911 - Pescara 65127 Piazza Ettore Troilo 8 Tol. 0854545711 Roman 00154 Largo Fochetti 29 Tel. 06570251 - Torino 10122 Corso
Palestro 10 Tel. 011556771 Trento 38122 Viale della Costituzione 33 Tel. 0461237004  Treviso 31100 Viale Felissent 9o Tel. 422696911

Trieste 34125 Via Cesare Battisti 18 Tel 0403480781 - Udine 23100 Via Poscolle 43 Tel. 043225789 - Varese 21100 Via Albuzs 43 Tel
0332285039 - Verona 37135 Via Francia 21/C Tel. 0453263001 - Vicenza 36100 Piazza Pontelandolfo 9 Tel. 0444393311
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Auditor’s independence and gquality control

We are independent in accordance with the principles of ethics and independence set out in the Code
of Ethics for Professional Accountants published by the International Ethics Standards Board for
Accountants, which are based on the fundamental principles of integrity, objectivity, competence and
professional diligence, confidentiality and professional behavior. Our audit firm adopts International
Standard on Quality Control 1 (“ISQC Italy 1”) and, accordingly, maintains an overall quality control
system which includes proeesses and procedures for compliance with ethiecal and professional
principles and with applicable laws and regulations.

Auditor’s responsibilities

We are responsible for expressing a conclusion, on the basis of the work performed, regarding the
compliance of the NFS with the Decree and with the GRI Standards, with reference to a selection of
GRI Standards. We conducted our engagement in accordance with “International Standard on
Assurance Engagements ISAE 3000 (Revised) — Assurance engagements other than audits or reviews
of historical financial information” (hereinafter, “ISAE 3000 Revised”), issued by the International
Auditing and Assurance Standards Board (*TAASB”) for limited assurance engagements. The standard
requires that we plan and apply procedures in order to obtain limited assurance that the NFS is free of
material misstatement. The procedures performed in a limited assurance engagement are less in scope
than those performed in a reasonable assurance engagement in accordance with ISAE 3000 Revised
(“reasonable assurance engagement”) and, therefore, do not provide us with a sufficient level of
assurance that we have become aware of all significant facts and circumstances that might be
identified in a reasonable assurance engagement.

The procedures performed on the NFS were based on our professional judgement and consisted in
interviews, primarily with Company personnel responsible for the preparation of the information
presented in the NFS, analysis of documents, recalculations and other procedures designed to obtain
evidence considered useful.

In particular, we performed the following procedures:

1 analysis of the relevant maltters reported in the NFS relating to the aclivilies and
characteristics of the Group, in order to assess the reasonableness of the selection process
used, in accordance with arlicle 3 of the Decree and with the reporting standards adopted;

% analysis and assessment of the criteria used to identify the consolidation area, in order to
assess their compliance with the Decree;
3. understanding of the following matters:

business and organizational model of the Group, with reference to the management of the
matters specified by article 3 of the Decree;

policies adopted by the Group with reference to the matters specified in article 3 of the
Decree, actual results and related key performance indicators;

- main risks, generated and/or faced by the Group, with reference to the matters specified
in article 3 of the Decree.

With reference to those matters, we compared the information obtained with the information
presented in the NFS and carried out the procedures described under point 4 a) below;

4. understanding of the processes underlying the preparation, collection and management of the
significant qualitative and quantitative information included in the NFS. In particular, we held
meelings and interviews with management of Newlat Food SpA and we performed limited

20fg
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analysis of documentary evidence, to gather information about the processes and procedures
for the collection, consolidation, processing and submission of the non-financial information
to the function responsible for the preparation of the NFS.

Moreover, for material information, considering the activities and characteristics of the Group:
at Group level

a) with reference to the qualitative information included in the NFS, and in
particular with reference to the business model, the policies adopted and the
main risks, we carried out interviews and acquired supporting documentation to
verify their consistency with available evidence;

b) with reference to quantitative information, we performed analytical procedures as
well as limited tests of details, in order to assess, on a sample basis, the accuracy
of the information;

- for the Company Newlat Food SpA, in particular, for the plants located in Reggio
Emilia and Ozzano Taro (Parma), which were selected on the basis of their activities
and contribution to the performance indicators at a consolidated level, we carried out
site visits during which we met local management and gathered supporting
documentation regarding the correct application of the procedures and calculation
methods used for the key performance indicators.

Conclusions
Based on the work performed, nothing has come to our attention that causes us to believe that the NFS
of Newlat Group as of 31 December 2019 has not been prepared, in all material respects, in compliance

with articles 3 and 4 of the Decree and with the GRI Standards, with reference to a selection of GRI
Standards, as described in the paragraph “Methodological note” of the NFS.

Other aspects

Newlat Group issues the NFS for the first time and the report contains comparative information in
relation to the financial year ended 31 December 2018. Such information has not been subject to any
assurance procedures.

Bologna, 27 March 2020

PricewaterhouseCoopers SpA

signed by signed by
Gianni Bendandi Paolo Bersani
(Partner) (Authorised signatory)

“This report has been lranslated inlo the English language from the original, which was issued in
Italian language, solely for the convenience of inlernational readers. We have nol performed any
controls on the NFS 2019 translation.”
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GLOSSARY

Borsa Italiana: Borsa Italiana SpA

Code/Corporate Governance Code: the Code of Corporate Governance for Listed Companies approved
in July 2018 by the Corporate Governance Committee and promoted by Borsa Italiana S.p.A., ABI, Ania,
Assogestioni, Assonime and Confindustria, accessible to the public on the Corporate Governance Com-
mittee’s website at http://www.borsaitaliana.it/comitato-corporate-governance/codice/codice.htm.
Civil Code: the Italian Civil Code.

Board: the Issuer’s Board of Directors.

Board of Statutory Auditors: the Issuer’s Board of Statutory Auditors.

Issuer/Newlat/Company: the issuer of transferable securities to which the Report refers.

Year: the financial year to which the Report refers, i.e. the year ended 31 December 2019.

Newlat Group or Group: jointly the Issuer and the companies directly and/or indirectly controlled by it
pursuant to article 2359 of the Civil Code and article 93 of the TUF.

Instructions to the Stock Exchange Regulation: the instructions to the Italian Stock Exchange Regula-
tion.

Consob Issuers Regulation: the Regulation issued by Consob with Resolution no. 11971 of 1999 (as sub-
sequently amended) on issuers.

Consob Markets Regulation: the Regulation issued by Consob with Resolution no. 20249 of 2017 on
markets.

Consob Related Parties Regulation: the Regulation issued by Consob with Resolution no.17221 of 12
March 2010 (as subsequently amended) on related party transactions.

Report: the report on corporate governance and ownership structure that companies are required to
draw up pursuant to article 123-bis of the Consolidated Law on Finance.

Consolidated Law on Finance/TUF: Legislative Decree no. 58 of 24 February 1998 (Consolidated Law on
Finance), as subsequently amended.
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ISSUER PROFILE

Issuer’s corporate mission

The Issuer is at the head of the Newlat Group, an important player in the Italian and European agri-food
sector, with a strong position in its domestic market and a significant presence in the German market.
The Newlat Group is mainly active in the pasta, dairy and baked goods sectors, as well in special pro-
ducts such as health & wellness, gluten free and baby food. The Group’s products are marketed through
numerous trademarks, many of which are known nationally and internationally.

The Newlat Group has grown over the years thanks to the implementation of organic growth policies,
but, above all, thanks to external growth, having perfected over the last 10 years multiple acquisitions
from leading national and international counterparties in the agri-food sector.

The Newlat Group uses 11 production plants, of which 10 are located in Italy and one in Germany.

The Newlat Group’s product range is divided into the following business units: (i) Pasta; (ii) Milk Pro-
ducts; (iii) Dairy Products; (iv) Bakery Products; (v) Special Products (gluten-free products, low-protein pro-
ducts and products for infants and children up to three years); and (vi) Other Products (such as sauces,
instant cups, salads and cured meats). In addition to products marketed under its own brands, Newlat
produces for third parties and for the private label market.

The Newlat Group’s mission is to pursue the well-being of the consumer by producing healthy, high-qua-
lity products at affordable prices, promoting the best of Italian tradition and leveraging an international
production and trade platform.

The Newlat Group’s vision is to purvey “Made in Italy” brands that are representative of healthy food
and that we have worldwide distribution, and to act as a consolidating player in the agri-food sector.
The activity of the Newlat Group also relies on the following reference values: healthy foods and solid
business.

On 29 October 2019 (the “Trading Start Date”), the Issuer was admitted to trading on the STAR segment
of the MTA with the ticker NWL.

Adopted corporate governance system

The Issuer’s corporate governance system reflects the bylaws approved on 8 July 2019 by the Company’s
Extraordinary Shareholders’ Meeting (the “New Bylaws”) in order to adapt the Issuer’s corporate gover-
nance system downstream of the shares starting to be traded on the STAR segment of the MTA.

The Company’s corporate governance system, downstream of the listing, is in line with the principles
contained in the Corporate Governance Code and with the applicable legal and regulatory provisions.

The Company is organised according to the traditional model featuring the Shareholders’ Meeting, Bo-
ard of Directors and Board of Statutory Auditors. The characteristics of these bodies are provided below
in the dedicated parts of the Report.

On 8 July 2019, the Issuer’s Ordinary Shareholders’ Meeting awarded the audit firm PricewaterhouseCo-
opers S.p.A. (‘PwC”),the assignment of independently auditing (including checking that books are being
properly kept and operating events are being properly entered into accounting ledgers) the Issuer’s
financial statements and the consolidated financial statements of the Newlat Group for the years 2019-
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2027. Also by resolution of 8 July 2019, the Issuer’s Ordinary Shareholders’ Meeting appointed PwC to
carry out a limited audit of the Newlat Group’s condensed consolidated half-year financial statements
for the six-month periods ending on 30 June 2020 - 2027.

As defined in article 2497 et seq. of the Civil Code, the Issuer is subject to the management and control
of Newlat Group S.A. For more information on this management and control activity, please refer to
paragraph 2 (1) of the Report.

Nature of SMEs

According to article 1, paragraph 1, letter w-quater 1) of the TUF, “SMEs” are taken to mean: “without
prejudice to what is contemplated by other provisions of law, listed small and medium enterprises, whose
sales also prior to the admission of their own shares for trading, have a sales volume of less than Euro 300
million, or which have a market capitalisation of below Euro 500 million. Issuers of listed shares which have
exceeded both the aforesaid limits for three consecutive years are not considered SMEs.”

In view of its capitalisation values and aggregate turnover, the Issuer believes that from the Trading
Start Date it can be qualified as an “SME”.

12 The aggregate turnover at 31 December 2019 was €321 million, and the capitalisation was €246 million.
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INFORMATION ON PROPRIETARY ASSETS (pursuant to article 123-
bis, paragraph 1 of the TUF) as at 19 March 2020

Structure of share capital

At the date of the Report,the share capital was subscribed and paid in for €40,780,482.00 (forty million
seven hundred and eighty thousand four hundred and eighty-two/00), divided into 40,780,482 ordinary
shares, without par value.

It should be noted that on 8 July 2019, the Issuer’s Extraordinary Shareholders’ Meeting approved a paid
capital increase entailing a share split, excluding the option rights, pursuant to and for the purposes of
article 2441, paragraph five, of the Civil Code, to be executed in one or more tranches, before 31 De-
cember 2020, for a maximum amount of €200,000,000, including any premium, by issuing a maximum
number of 23,000,000 ordinary shares without par value,a maximum number set by the Board of Direc-
tors according to their issue price, to be offered as part of the private placement of the shares deriving
from this capital increase, reserved for institutional investors!!, essential to the Listing.

The capital increase described above was carried out in the amount of €13,780,482 by issuance of
13,780,482 shares, as per the declarations pursuant to article 2444 of the Civil Code, filed with the Reg-
gio Emilia Register of Companies on 29 October 2019 and 29 November 2019 respectively.

Restrictions on the transfer of securities (pursuant to article 123- bis, paragraph 1, letter b) of the TUF)

There is no restriction on the free transfer of the Issuer’s shares nor any limitation on their possession,
nor are there any approval clauses for access to Newlat’s ownership structure, pursuant to the law or
the New Bylaws.

Within the framework of the agreements entered into for the Institutional Placement and, in particular,
with the signing of the Institutional Contract on 24 October 2019, lock-up commitments were made to
the Offer Coordinators (such as Equita SIM, HSBC France and Société Générale), starting from the date
of signing the aforementioned contract until 180 days from the start of trading by the Company (the
“Company Lock-Up Agreement”),and until 360 days from the start of trading by the shareholder Newlat
Group S.A. (“Newlat Group”), directly and indirectly (the “Newlat Group Lock-Up Agreement”).

These agreements provide that the Company and Newlat Group, for the respective periods of time re-
ferred to above, subject to the prior written consent of the Offer Coordinators: (i) will not carry out sales
transactions, disposals and/or any transactions that have as their object and/or effect the allocation
and/or transfer to third parties, for any reason and in any form, directly or indirectly, of the Issuer’s sha-
res,including transactions as a result of which option rights or collateral on the same shares are created
and/or transferred; (ii) will not approve and/or carry out derivative transactions which have the same
effects, even if only on results, as the transactions referred to above; and (iii) will not publicly announce
that they intend to carry out any of the acts referred to in letters (i) and (ii) above.

" Qualified investors as defined in article 34-ter, paragraph 1, letter b) of the Issuers Regulation and foreign institutional investors
within the meaning of Regulation S of the United States Securities Act of 1933, as subsequently amended, with the exception of in-
vestors in the United States of America, Australia, Canada, Japan and any other country in which the offer of financial instruments
is not permitted without authorisation by the competent authorities.
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Significant shareholdings (pursuant to article 123-bis, paragraph 1, letter c) of the TUF

On the basis of the information available at the date of this Report, shareholders that hold stakes equal
to or greater than 5% of the voting capital, directly and/or indirectly, including through intermediaries,
trustees and subsidiaries, are shown in the following table:

Angelo Mastrolia Newlat Group SA 66.208% 79.281%

Securities conferring special rights
(pursuant to article 123-bis, paragraph 1, letter d) of the TUF)

At the date of the Report there are no securities conferring special rights of control.

Under article 6 of the New Bylaws, by way of derogation from the rule that each share entitles its holder
to one vote, a shareholder is entitled to a double vote per share (and therefore to two votes per share)
if both the following conditions are met: (a) the voting right resides with said shareholder by virtue of a
legitimating real right (full ownership with voting rights, bare ownership with voting rights or usufruct
with voting rights) (the “Legitimating Real Right”) for a continuous period of at least 36 months from
a date coinciding with or after the Trading Start Date and also taking into account, if applicable, the
period prior to the Trading Start Date; (b) the conditions under (a) are verified: (i) by continuous registra-
tion, for a period of at least 36 months, in the special list created and regulated by article 6 of the New
Bylaws (the"Special List”), and by special notice attesting to the ownership of the shares on the date
of expiry of the continuous period, issued by the intermediary with which the shares are deposited in
accordance with current legislation. The conditions for the allocation of the increased vote are assessed
by the Board of Directors in the person of the Chairman or of directors delegated for this purpose, assi-
sted where necessary by specially appointed colleagues.

The Company shall register and update the List on a quarterly basis or whenever dictated by sector re-
gulations and, in any case, by the record date for the Shareholders’ Meeting, provided that the allotment
conditions of the previous paragraph have occurred before said record date.

The increase of voting rights is also calculated for the purposes of determining constituent and delibe-
rative quorums that refer to portions of share capital, but it does not affect the non-voting rights due
by virtue of the possession of certain portions of share capital.

12 Under the Co-Packing Agreement, “change of control” means where control of the Company, defined as the power to direct the
management and policies of an entity, be it through the possession of voting rights, a contract or some other basis, is obtained,
directly or indirectly, by a person other than the one who controls the Company at the date of the Co-Packing Agreement.
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Employee ownership: mechanism for exercising voting rights (pursuant to article 123-bis, paragraph 1,
letter e) of the TUF)

The New Bylaws make no special provision for the exercise of employees’ voting rights.
Restrictions on voting rights (pursuant to article 123-bis, paragraph 1, letter f) of the TUF)

There are no special provisions in the New Bylaws that restrict or limit voting rights or separate the
financial rights attached to securities from their ownership.

Shareholder agreements (pursuant to article 123-bis, paragraph 1, letter g) of the TUF)

At the date of the Report, the Issuer is not aware of any shareholder agreements pertaining to the Sha-
res within the meaning of article 122 of the TUF.

Change of control clauses (pursuant to article 123-bis, paragraph 1, letter h) of the TUF) and Bylaws
provisions on takeover bids (pursuant to articles 104, paragraph 1-ter and 104-bis, paragraph 1)

On 5 October 2015, Heinz Italia S.p.A., as a customer, the Issuer, as a supplier,and Newlat Group S.A.,as
guarantor, entered into a production and supply contract, subsequently amended on 4 November 2015,
27 January 2016, 28 April 2016, 24 October 2016, 4 April 2017 and 27 November 2017 (the “Co-Packing
Agreement”), governing the terms and conditions of the production, packaging and supply by the Com-
pany of certain products (including, but not limited to, biscuits, pasta, powdered milk, liquid milk, lyophi-
lisates, cereals, flour, etc.) to Heinz Italia S.p.A.

Under the Co-Packing Agreement, Heinz Italia S.p.A. has the right to terminate the contract, subject to
prior written notice of between 60 and 90 days, in certain cases, including a change of control of the
Company?2.

The New Bylaws do not derogate from the passivity rule provisions referred to in article 104, paragraph
1 and 1-bis of the TUF, nor do they make provision for application of the neutralisation rules referred to
in article 104-bis, paragraphs 2 and 3, of the TUF.

Powers to increase the share capital and authorisations to purchase treasury shares (pursuant to article
123-bis, paragraph 1, letter m) of the TUF)

Pursuant to the New Bylaws, the Shareholders’ Meeting, by means of a special resolution adopted in an
extraordinary session, may grant the Board of Directors the power, pursuant to article 2443 of the Civil
Code, to increase the capital on one or more occasions up to a specified amount and for a maximum
period of five years from the date of the resolution, also excluding the option right. The capital increase
resolution adopted by the Board of Directors in execution of this delegation of power must be recorded
in the minutes drawn up by the Notary.

Without prejudice to the other cases of exclusion or limitation of the option right provided for by appli-
cable laws and regulations, in paid capital increase resolutions, the option right may be excluded up to
a maximum of 10% (ten per cent) of the existing share capital, provided that the issue price corresponds
to the market value of the shares and this is confirmed in a special report by an independent auditor or
an external audit firm pursuant to article 2441, paragraph 4 of the Civil Code.

The New Bylaws provide that the Company may issue equity instruments, in compliance with the pro-
visions of law.

At the date of the Report, the Board of Directors was delegated neither to increase the share capital
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pursuant to article 2443 of the Civil Code nor to issue equity instruments.

At the date of the Report,the Shareholders’ Meeting had not authorised the purchase of treasury shares
pursuant to articles 2357 et seq. of the Civil Code.

Management and control activities (pursuant to articles 2497 et seq. of the Civil Code)

The Issuer is subject to management and control activities by Newlat Group S.A. pursuant to article
2497 et seq. of the Civil Code.

* % %

It should also be noted that the information required by article 123-bis, paragraph 1, letter ) of the TUF
(“the rules applicable to the appointment and replacement of directors, as well as to the amendment of
the articles of association, if different from laws and regulations applicable in a supplementary man-
ner”) is illustrated in the section of this Report dedicated to the Board of Directors (Section 4.1).

ANNUAL REPORT 2019



COMPLIANCE

The Issuer intends to adhere to the main recommendations of the Code of Corporate Governance for
Listed Companies promoted by Borsa Italiana S.p.A., as last amended in July 2018 (hereinafter the
“Corporate Governance Code”) and accessible to the public on the Borsa Italiana website (https://www.
borsaitaliana.it/comitato-corporate-governance/codice/codice.htm).

In accordance with the “comply or explain” principle underlying the Corporate Governance Code and in
line with Recommendation (EU) No 208/2014,this Report acknowledges the recommendations that the
Company has not, at present, decided to adapt (whether partially or in full).

Neither the Issuer nor its subsidiaries are subject to non-Italian legal provisions that influence the Is-
suer’s corporate governance structure.
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BOARD OF DIRECTORS

APPOINTMENTS AND REPLACEMENTS
(pursuant to article 123-bis, paragraph 1, letter L) of the TUF)

Appointments

The New Bylaws, in compliance with the provisions of article 147-ter of the TUF, provide for the list
voting mechanism to be used for appointing directors.

The Company is administered by a Board of Directors with no fewer than 3 (three) members and no
more than 15 (fifteen).

The appointment of the Board of Directors is resolved by the Ordinary Shareholders’ Meeting on the
basis of lists submitted by shareholders, in accordance with the procedure described below, without
prejudice to other mandatory laws and regulations.

Shareholders who, at the time, hold - either individually or together with other submitting sharehol-
ders — a stake at least equal to the share determined by Consob pursuant to the applicable laws and
regulations, are entitled to submit the lists. Ownership of the minimum stake is determined in relation
to shares that are registered to the shareholder on the day when the list is submitted to the Company, it
being understood that the relevant certification may be produced between submission and the deadline
for publication of the list.

Each shareholder, the shareholders adhering to a shareholders’ agreement pursuant to article 122 of
the TUF, the parent company, subsidiaries, joint ventures and the other entities between which there is
a direct or indirect link, pursuant to applicable laws and regulations, may submit - or contribute to the
submission, even through an intermediary or trust company - and vote for only one list.

Each candidate may appear on only one list under penalty of ineligibility.

Each list shall bear the names, marked with a sequential number, of no more than 15 (fifteen) candida-
tes.

Each list must include at least some candidates - in accordance with the provisions of applicable legi-
slation - who meet the independence requirements prescribed by applicable laws or regulations (in-
cluding the market regulations of Borsa Italiana S.p.A.), indicating them separately and placing one of
them at the top of the list.

For the period of application of applicable laws and regulations on gender balance, each list that pre-
sents a number of candidates equal to or greater than 3 (three) must include candidates of both gen-
ders, at least in the minimum proportion required by applicable laws and regulations, as specified in the
notice of convocation of the Shareholders’ Meeting.

The following must be filed when the lists are submitted:

a) information on the shareholders who have submitted the list, including their stake;

b) a declaration by shareholders other than those who hold, even jointly, a controlling interest
or a relative majority, certifying the absence of any direct or indirect link, within the meaning
of applicable laws and regulations, with the latter;

c) the curriculum vitae of the candidates and a statement in which each candidate declares, un-
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der his or her own responsibility, that there are no grounds for ineligibility and incompatibility
and that he or she fulfils the conditions for appointment;

d) information on candidates and indication of any eligibility to qualify as an independent
director in accordance with applicable legislation and with the codes of conduct on corporate
governance adopted by the Company;

e) a declaration from each candidate accepting their candidacy;

f) any other additional or different declaration, information and/or document required by ap-
plicable laws and regulations.

The lists are filed with the Company within the deadlines set out in applicable laws and regulations, as
indicated in the notice of convocation at the Company’s registered office or also communicated remo-
tely, and made available to the public under the terms and conditions set out in applicable laws and
regulations.

Any list that fails to comply with the above provisions shall be deemed not to have been submitted.

Each person entitled to vote may vote for only one list. Each shareholder votes for a particular list and
therefore all the candidates indicated therein, without the possibility of variations or exclusions.

Candidates will be appointed from the lists that have obtained the highest number of votes according
to the following criteria:

a) the list that obtained the highest number of votes (‘Majority List”) provides all but one of the
directors to be elected, drawn in the sequential order in which they were listed;

b) the list that obtained the second highest number of votes and which is not connected even
indirectly with the shareholders who have submitted or voted for the Majority List (“Minority
List”) provides one director, that being the candidate who appears first on said list.

If votes are tied between lists, the Shareholders’ Meeting, using the majorities specified in law, will vote
again solely on the tied lists, with the list obtaining the highest number of votes during this second
vote prevailing.

If the above methods fail to produce a Board of Directors that complies with provisions on independence
requirements, the following procedure is followed: the candidate who does not meet the independent
director requirements established by applicable laws and regulations and was elected last sequentially
from the Majority List will be replaced by the first candidate sequentially from the same list who does
meet said requirements. If this procedure should also fail to ensure the necessary number of directors
who meet the independence requirements established by applicable laws and regulations, candidates
who do meet said requirements will be presented and the Shareholders’ Meeting shall choose replace-
ments using the majorities specified in law.

If the above methods fail to produce a Board of Directors that complies with provisions on gender ba-
lance, the candidates of the most represented gender elected last sequentially from the Majority List are
replaced with the first unelected candidates of the other gender who appear on the same list; where this
is not possible, in order to ensure compliance with the aforementioned provisions on gender balance, the
Shareholders’ Meeting shall appoint the missing directors using the methods and majorities specified by
law, without application of the list vote.

In any case, lists that have not obtained a percentage of votes equal to at least half of that required for
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their submission will not be taken into account.

If only one list has been submitted, the Shareholders’ Meeting will vote on it and if it obtains a relative
majority, the candidates listed will be elected as directors in sequential order, up to the number set by
the Shareholders’ Meeting, without prejudice to the obligation to appoint a number of directors who are
independent pursuant to article 147-ter of the TUF equal to the minimum number established by the New
Bylaws and by applicable laws and regulations, and to comply with the rules on gender balance, where
applicable. If the minimum number of independent and least-represented-gender directors established
by the New Bylaws and by current laws and regulations is not elected, the Shareholders’ Meeting will re-
place the directors with the lowest sequential number who do not fulfil the relevant requirements with
the subsequent candidates from the same list who do. If applying this process fails to identify suitable
replacements, the Shareholders’ Meeting will hold another vote using the majorities specified by law. In
this case, replacements will be made starting with the candidates with the lowest sequential number.

If the number of candidates in the Majority List and the Minority List is lower than the number of directors
to be elected, the remaining directors shall be elected by the Shareholders’ Meeting with the majorities
provided for by law, without prejudice to the obligation of the Shareholders’ Meeting to appoint a number
of independent and least-represented gender directors that is not less than the minimum established by
the New Bylaws and by applicable laws and regulations. ALl directors will be appointed using the same
methods and majorities even if no list is submitted.

Replacement

Pursuant to article 15 of the New Bylaws,should the legal or regulatory requirements for the office of a direc-
tor,including the requirement for independence, no longer be met, this shall entail the forfeiture of the office.

In addition, should the office of one more directors be terminated for any reason, they are replaced freely in
accordance with the provisions of article 2386 of the Civil Code, choosing where possible from the candi-
dates originally presented on the same list as the outgoing director who have re-affirmed their candidacy,
without prejudice to the obligation to maintain the minimum number of independent directors pursuant to
article 147-ter of the TUF established by the New Bylaws and by law, and to the obligation to maintain gen-
der balance according to applicable laws and regulations.

It should be noted that the provisions of law,the TUF,the New Bylaws and the Code are the only rules on the
composition of the Board of Directors with which the Issuer need comply.

Succession plans

At the date of this Report, partly due to the recent listing, no plan for the succession of executive directors
was adopted.

However, the Board of Directors will initiate an analysis exercise to assess the appropriateness, partly in view

of the current governance structure, of defining measures to ensure the continuity of future management,
including through the evaluation of a succession plan.
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COMPOSITION
(pursuant to article 123-bis, paragraph 2, letters d) and d-bis) of the TUF)

Pursuant to article 12 of the New Bylaws,the Company is administered by a Board of Directors with no fewer
than 3 (three) members,and no more than 15 (fifteen), with adequate competence and professionalism. The
directors remain in office for the period set by the shareholders’ appointment resolution,up to a maximum of
3 (three) financial years,and are eligible for re-election. Their term shall expire on the date of the Sharehol-
ders’Meeting called to approve the financial statements for the last financial year of their term,unless there
are grounds for termination and forfeiture as provided for by law and by the New Bylaws.

The Issuer’s Board of Directors in office on the date of this Report comprises seven members, as resolved by
the Issuer’s Ordinary Shareholders’ Meeting on 8 July 2019.

The Board of Directors will remain in office for a period of three years, until approval of the financial state-
ments for the year ending 31 December 2021.

The table below displays the composition of the Issuer’s Board of Directors as of the Trading Start Date.

Name and surname Position Place and date of birth

Angelo Mastrolia Chairman of the Board Campagna (SA), 5 December 1964

of Directors and Director

%)

Gruseppe Mastrolia Chief Executive Officer Battipaglia (SA), 11 February 1989

and Director (*¥)

Stefano Cometto Chief Executive Officer Monza, 25 September 1972

and Director (**)

Benedetta Mastrolia Director (**¥) Rome, 18 October 1995

Emanuela Paola Banfi  Director () (**¥) Milan, 20 January 1969

Valentina Montanari Director (*) (¥*%) Milan, 20 March 1967

Eric Sandrin Director (¥) (***) Saint-Amand-Montrond, 13 August 1964

™y

Independent director pursuant to article 148 of the Consolidated Law on Finance (TUF) and article 3 of the Corporate
Governance Code, who took office when the Company's shares began to trade on the STAR segment of the MTA, ie. 29
October 2019.

9 Executive Director.

£

Non-executive director.
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Below is a summary of the personal and professional characteristics of the members of the Board of
Directors.

Angelo Mastrolia - born in Campagna (SA) on 5 December 1964, he obtained his diploma in surveying in
1982 and attended the Faculty of Law at the University of Salerno. His entrepreneurial activity began in
the 1980s in the milk and milk-based products sector, taking on the role of manager in the family com-
pany Piana del Sele Latteria S.p.A. After a stint in the leasing and real estate and industrial investments
sectors,and in the supply of furnishings for luxury boats, in 2004, through the company TMT Finance SA
(now Newlat Group), he began a series of acquisitions in the food & beverage sector,including the acqui-
sition of Industrie Alimentari Molisane S.r.l.,a producer of Pezzullo, Corticella and Guacci pasta,and in
2008 the acquisition of Newlat S.p.A. by Parmalat S.p.A., following approval from the antitrust authority.
Following the acquisition of Newlat, Angelo Mastrolia continued, in his role as controlling shareholder
and Executive Chairman, to ensure that the Newlat Group consolidated and grew in the domestic and
international food & beverage sector, including through the acquisitions of the Birkel and Drei Glocken
brands, the production plant at Ozzano Taro and, finally, Delverde in 2019.

Giuseppe Mastrolia - born in Battipaglia (SA) on 11 February 1989, he obtained his diploma in accoun-
ting in 2007 from the Kennedy Institute of Battipaglia (SA). He studied Law at the University of Bologna
and, since 2008, he has been a member of the Issuer’s Board of Directors and held the positions of Chief
Commercial Officer and Chief Executive Officer (with responsibility for Sales & Marketing).

Stefano Cometto - born in Monza on 25 September 1972, he received his Law degree from the Univer-
sity of Bologna in 1998 and obtained his Doctorate in Law from Nebrija University in Madrid in 2013.
From 1998 to 1999 he was Lieutenant in the Finance Police. From 1999 to 2000 he was an internal
lawyer in the credit department of San Paolo IMI S.p.A.,and from 2000 to 2001 he was an employment
lawyer for Unicredit S.p.A. (at the time, Rolo Banca 1473). From 2001 to 2007 he worked at Confindu-
stria as an official in charge of industrial and trade union relations, as well as a legal adviser for trade
unions. In 2008 he joined the Newlat Group, where he is the Issuer’s Chief Executive Officer and Chief
Operating Officer.

Benedetta Mastrolia — born in Rome on 18 October 1995, she earned a BA in Economics and Business
from the University of London in 2017 and an MA in Corporate Finance from City, University of London’s Cass
Business School in 2018.In 2014 she joined the Issuer’s Board of Directors.

Emanuela Paola Banfi - born in Milan on 20 January 1969, obtained her degree in Business Economics
from the Luigi Bocconi Commercial University in 1993. Since 1999 she has been included in the Regi-
ster of Independent Auditors. From 1994 to 1997 she served as Senior Consultant at Arthur Andersen
Corporate Finance. From 1998 to 2000 she held the position of investment manager at private equity firm
FIDIA, from 2000 to 2005 she was Executive Director at Lehman Brothers’ Equity and Debt Capital Markets
division in London, and then from 2005 to 2013 she held the position of Managing Director in Societé
Générale’s Coverage division in Milan. Between 2013 and 2014 she was an advisor at Phinance Partner,
from 2014 to 2019 she was Senior Relationship Banker Natixis SA in Milan,and she was due to take on
the position of Director at Deutsche Bank in Milan from the beginning of 2020.

Valentina Montanari — born in Milan on 20 March 1967, she obtained her degree in Economics and Bu-
siness from the State University of Pavia in 1999. Since 1995 she has been enrolled in the Register of
the Order of Chartered Accountants of Milan and worked as an auditor at the Register of the Ministry
of Justice. In 1996 she obtained a Master’s Degree in Management and Financial Policy and in 1997 she
obtained a Master’s Degree in Corporate Finance, both from SDA Bocconi. She has built up significant
experience as chief financial officer of listed Italian groups and as an independent director. From 2003 to
2013 she worked at RCS MediaGroup S.p.A., working as,among other things, director of several compa-
nies belonging to the group, group director of administration and taxation and group CFO.From 2012 to
2013 she was group CFO at Gefran S.p.A. and from 2013 to 2016 she held the same position at Il Sole
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24 Ore S.p.A.From 2017 to 2018 she served as Group CFO of AC Milan and since April 2019 she has held
the same position, along with that of financial reporting officer,at FNM Group S.p.A.

Eric Sandrin - born in Saint-Amand-Montrond on 13 August 1964, he obtained a degree in Political
Science from the Institut d’études politiques in Paris in 1985, a Master’s degree (DEA) in private law from
Paris XII University (Paris-Est Créteil) in 1990 and a Master’s degree from Cornell Law School in 1994. In
1990 he began his career as a lawyer at the Cleary Gottlieb law firm in New York. From 2000 to 2008 he
was general counsel art General Electric, before performing the same role at Atos Origin from 2008 to
2011.1n 2011 he joined the SCOR Group, holding the position of general counsel until 2014. Since 2014
he has been general counsel at the Kering Group.

Please refer to Table 2 in the appendix for more details on the composition of the Board of Directors.
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Diversity policies

Although the Board of Directors has not adopted a specific policy, it considers that the business can be
managed effectively only if the Board comprises members with different managerial and professional
skills, as well as a balance of gender,age and seniority.

In order to achieve this, the Board shall from time to time, when it is up for re-election, express to the
shareholders its leanings as regards the managerial and professional profiles it believes should sit on
the Board, taking gender balance into account.

Maximum number of positions held in other companies

The Board of Directors has not yet defined general criteria regarding the maximum number of mana-
gement and control positions in other companies that can be considered compatible with effectively
performing the role of director at the Issuer.

However, it is the Board’s intention to carry out such an assessment from time to time, taking into ac-
count the opinion of the Remuneration and Appointments Committee (in compliance with the provi-
sions of article 5, implementation criterion 5.C.1.) and mainly using as evaluation criteria: (/) the role
of the director within the Company (executive, non-executive, independent); (/i) the nature and size
of the entity in which the positions are held and the role of the director with respect to such entities
(including, among other things, the corporate purpose of the entity, the governance structure, the tasks
assigned and the powers awarded); and (/i) whether these entities belong to the same group as the Is-
suer. Each director also has a duty to assess the compatibility of the director and statutory auditor posts
they hold in other companies listed on regulated markets, in financial,banking and insurance firms or in
other companies of significant size, with being able to properly fulfil their tasks as director of the Issuer.

The table in Annex A shows the main positions held by members of the Board of Directors.

Induction Programme

In view of the company’s recent listing, there is currently no provision for a specific induction program-
me. However, during the meetings of the Board of Directors, the Chairman ensured that the directors
were provided with adequate knowledge of the business sector in which the Company operates, the
company dynamics and their evolution, the principles of proper risk management and the applicable
regulatory and self-requlatory framework.
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ROLE OF THE BOARD OF DIRECTORS
(pursuant to article 123-bis, paragraph 2, letter d) of the TUF)

In compliance with article 1, principle 1.P.2. of the Corporate Governance Code, the Board of Directors
pursues the main objective of creating value for shareholders over a medium-/long-term horizon.

The Board of Directors, in particular, plays a central role in the company organisation and is responsible
for determining and pursuing the Company’s strategic, industrial and financial objectives, as well as
checking that the necessary controls are in place to monitor the Company’s performance.

Pursuant to article 16 of the New Bylaws, the Board of Directors is vested with all powers for the ordi-
nary and extraordinary management of the Company.

The Board of Directors is responsible, without prejudice to the limits of the law and without the power
of delegation, for decisions relating to: a) mergers and demergers, in the cases referred to in articles
2505 and 2505-bis of the Civil Code, also as referred to in article 2506-ter of the Civil Code; b) the
establishment and closure of branches; ) which directors can formally represent the company; d) pos-
sible capital reductions should one or more shareholders withdraw; e) bringing the Bylaws into line
with legal and regulatory provisions; f) the transfer of the registered office within Italy; g) the issuance
of bonds within the limits provided for by applicable laws and regulations.

The Board of Directors:

« reviews and approves the strategic, industrial and financial plans of the Company and the Group, re-
gularly monitoring their implementation

e defines the Issuer’s corporate governance system and the Group’s structure;

« defines the nature and level of risk compatible with the Company’s strategic objectives,including in its
assessments all risks that may become significant in terms of sustainability in the medium to long term;

e assesses the overall operational performance, taking into account, in particular, the information re-
ceived from the delegated bodies, as well as periodically comparing the results achieved with targets;

e assesses the adequacy of the organisational, administrative and accounting structure of the Issuer as
well as that of strategically important subsidiaries, with particular reference to the Internal Control and
Risk Management System (ICRMS);

e establishes the frequency, in any case not exceeding every quarter, with which the delegated bodies
must report to the Board on the activity carried out when exercising the powers conferred on them;

e decides on the operations of the Issuer and its subsidiaries, where such operations are strategic or of
significant importance to the Issuer’s results, assets and liabilities and cash flows.

e carries out, at least once a year, an evaluation of the functioning of the Board and its committees and
of their size and composition, taking into account, inter alia,elements such as the professional characte-
ristics and experience (managerial or otherwise) of the members, as well as their gender and seniority
with an eye on diversity criteria;

e adopts, in order to ensure proper management of corporate information and as recommended by the
Chief Executive Officer or the Chairman of the Board of Directors, a procedure for the internal mana-
gement and external disclosure of documents and information concerning the Issuer, with particular
reference to inside information.
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In compliance with the provisions of article 2381 of the Civil Code and with implementation criterion
1.C.1,, letter c) of the Corporate Governance Code, during the current year, the Board assessed, on 19
March 2020, the adequacy of the Issuer’s organisational,administrative and general accounting structu-
re, with particular reference to the ICRMS.

At the same time, the Board evaluated the general operating performance, taking into account the in-
formation received from the CEO, and periodically comparing the results achieved with targets.

Even in the absence of a formal policy thereon, usually in the week preceding a meeting of the Board
of Directors, comprehensive documentation is provided regarding the various items on the agenda, so
that the directors are able to deliberate with knowledge of the facts. Also in order to ensure proper and
in-depth knowledge of the individual items on the agenda, from time to time, depending on the topics
discussed, the Company’s senior managers are invited to attend the meetings of the Board of Directors.
Pursuant to article 17 of the New Bylaws, the Board of Directors is validly constituted with the presence
of a majority of its serving members and validly resolves by absolute majority of the directors present.
In the event of a tie, the vote of whoever is chairing the meeting shall prevail.

Pursuant to article 19 of the New Bylaws, the Board of Directors may delegate, within the limits pro-
vided for by current laws and regulations, some of its responsibilities to an executive committee com-
posed of some of its members or to one or more of its members, and determine their powers and, after
consulting the Board of Statutory Auditors, their remuneration. The Board of Directors may also set up
internal committees with advisory and recommendatory functions, and determine their powers partly
in order to ensure that the corporate governance system conforms to codes of conduct adopted by the
Company.

The Board of Directors may also appoint General Managers and special attorneys for certain acts or
categories of acts,and assign their respective powers.

The Board of Directors appoints a Financial Reporting Officer, subject to the mandatory but non-binding
opinion of the Board of Statutory Auditors,and can remove said officer if necessary. The Board of Direc-
tors, pursuant to article 154-bis, paragraph 4 of the TUF, ensures that the Financial Reporting Officer
has adequate means and powers to carry out the tasks assigned to them by law, and that there is com-
pliance with administrative and accounting procedures.

Pursuant to article 17 of the New Bylaws, the Chairman of the Board of Directors convenes and chairs
the Board of Directors, sets the agenda and coordinates its work.

Convocation takes place using any and all suitable means in consideration of notice times, sent as a
rule at least 5 (five) calendar days before the meeting to each member of the Board and the Board of
Statutory Auditors; in case of urgency, this time frame may be reduced to 24 (twenty-four) hours before
the meeting. In any case, meetings of the Board of Directors will be deemed validly constituted, even in
the absence of a formal convocation, if all the serving directors and the majority of the serving statutory
auditors are present, and all eligible parties have been previously informed of the meeting and have
not opposed the discussion of what is on the agenda. The Board of Directors may also be convened by
the Board of Statutory Auditors or even by each individual statutory auditor, pursuant to article 151 of
the TUF.

Meetings of the Board of Directors are also held by video or teleconference provided that each of the
participants can be identified by all the others and that each is able to intervene in real time during
the discussion of the agenda items, as well as to receive, transmit and view documents. Provided the-
se circumstances are in place, the meeting shall be deemed to have been held at the place where the
Chairman is present.
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The Board - also from time to time - appoints the Secretary of the Board, either from within or outside
its own members.

The deliberations of the Board shall be recorded in minutes that are signed by the Chairman and the
Secretary.

In accordance with article 18 of the New Bylaws, the remuneration payable to directors is determined by
the Shareholders’ Meeting. Directors are entitled to be reimbursed for expenses incurred in the perfor-
mance of their duties. The remuneration of directors with special responsibilities, as defined in the New
Bylaws, shall be determined by the Board of Directors after consulting the Board of Statutory Auditors.
Pursuant to article 27 of the New Bylaws, the Board of Directors may,during the year and when it deems
it appropriate, distribute interim dividends for the same year, in compliance with applicable laws and
regulations.

Dividends not collected within five years from the date on which they become due are retained by the
Company.

In accordance with the provisions of implementation criterion 6.C.4 of the Corporate Governance Code,
only a non-significant portion of the remuneration of non-executive directors is linked to the Issuer’s
results. Non-executive directors shall not receive share-based remuneration plans unless determined in
a reasoned decision by the Shareholders’ Meeting.

In 2019, the Board of Directors held 11 meetings of an average duration of 1 hour and with the regular
participation of members of the Board of Directors and Board of Statutory Auditors.

Six meetings of the Board of Directors have been scheduled for the current year, of which three have al-
ready been held at the date of this Report,namely on 15 January 2020, 19 February 2020 and 19 March
2020, the latter being called to approve this Report.

Owing to the topics discussed during the most recent meetings — namely those on 15 November 2019,
15 January 2020, 19 February 2020 and 19 March 2020 - the CFO and Financial Reporting Officer,Rocco
Sergi, was in attendance, while the General Manager, Simone Aiuti, took part in the 15 January 2020
meeting.

Self-assessment of the Board of Directors

The Board of Directors intends to adhere to the recommendations of the Corporate Governance Code
in terms of self-assessment of the administrative body and its committees. As such, at the meeting of
the Board of Directors on 19 March 2020, it carried out the periodic verification that its members still
fulfilled all their relevant requirements, which they did.

DELEGATED BODIES

Chief Executive Officers

Pursuant to article 19 of the New Bylaws, the Board of Directors may delegate, within the limits provi-
ded for by current laws and regulations, some of its responsibilities to one or more of its members, and
determine their powers and, after consulting the Board of Statutory Auditors, their remuneration.

By resolution of 8 July 2019, the Board of Directors, without prejudice to the responsibilities, powers and
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entitlements reserved by law and by the Bylaws for the Board of Directors, the Chairman and other cor-

porate functions, delegated the following powers to the CEOs Giuseppe Mastrolia and Stefano Cometto:

Giuseppe Mastrolia:
All powers of ordinary and extraordinary administration:

- with no amount limit in all intra-group transactions,

- up to €300,000 (three hundred thousand euros) in relation to third parties independently and
with sole signing authority,

- without any amount limit with the joint signature with another member of the Board of
Directors, except for matters and activities relating to the environment, occupational safety
and product health, which are the exclusive competence of the CEO(s) or managers who have
assumed the specific managerial responsibilities and powers, or for those matters that the law
or the bylaws dictate are the exclusive competence of the Board of Directors and the Sharehol-
ders’ Meeting

Stefano Cometto:

All powers relating to the function of employer, for all divisions, business units, plants and local units/
warehouses belonging to the Company, including activities aimed at implementing and complying with
the rules on workplace safety and hygiene, protection of workers’ health and protection of the envi-
ronment, with the power of delegation, as well as all tasks resulting from and/or related to the powers
specified herein.

In particular, in his capacity as an employer and in addition to the Company’s signature and power of
representation, Stefano Cometto is awarded powers in the following areas,among others:

1) employment contracts

2) production organisation

3) food hygiene, safety and safety

4) environmental protection

5) management and control powers

6) leases, real rights

7) purchase and sale of goods and services; with the following amount limits:

- movable property up to €100,000 for each transaction when signed individually and up to
€300,000 when signed jointly with any other member of the Board of Directors;

- motor vehicles of all kinds, aircraft and boats up to €100,000 for each transaction when si-
gned individually and up to €300,000 when signed jointly with any other member of the Board
of Directors;

- supplies and provisions for any type of use that must have an initial maximum duration of one
year, subject to renewal, and up to an annual amount of €100,000;
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- works contracts, tenders, consultancies and freelance arrangements, including on an ongoing
basis, drawing up the related contracts up to an annual amount of €100,000.

8) collections, disposals and receipts

9) banking and financial transactions, with the following amount limits:
- €100,000 for: withdrawals from the Company’s bank accounts and payments to its creditors;
drawing or accepting bills of exchange; requesting cashier’s checks; collecting cheque books
to be issued on the Company’s current accounts and signing the related request; issuing state-
ments of indemnity,
-€80,000 for: opening, modifying or closing post office current accounts; carrying out any ope-
ration permitted on such accounts including withdrawals and the issuance of postal orders;
collecting; issuing receipt and discharge in due form for sums or anything else due to the com-
pany from private individuals, firms, entities, institutions, companies of any kind, insurers, banks
and pension funds.

10) insurance

11) contracts, tenders and licences

12) judicial proceedings

13) transactions and arbitration

14) tax compliance and obligations
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Chairman of the Board of Directors

The Chairman of the Board of Directors exercises the functions provided for by applicable laws and
regulations. In particular: (i) he/she has powers of representation; (ii) chairs the Shareholders’ Meeting;
(iii) convenes and chairs the Board of Directors, sets its meeting agendas, coordinates its work and en-
sures that adequate information on the agenda items is provided to all directors.

By resolution of 8 July 2019, the Board of Directors delegated to its Chairman all the powers of ordinary
and extraordinary administration, except for matters and activities relating to the environment, occu-
pational safety and product health, which are the exclusive competence of the CEO(s) or managers who
have assumed the specific managerial responsibilities and powers.

The Chairman is not granted powers in relation to any matters that,under the law or the Bylaws, are the
exclusive competence of the Board or the Shareholders’ Meeting.

Independent Directors

At year-end, the Issuer’s Board of Directors included 3 (three) directors who met the independence re-
quirements set out in article 147-ter of the TUF and the recommendations of the Corporate Governance
Code. The independent directors of the Issuer are indicated below:

a) Emanuela Paola Banfi
b) Valentina Montanari
¢) Eric Sandrin

These directors meet the requirements to be qualified as independent according to article 3,implemen-
tation criteria 3.C.1. and 3.C.2., of the Corporate Governance Code and to the criteria set out in article
147-ter, paragraph 4 of the TUF, which recalls the criteria referred to in article 148 of the TUF.

In compliance with article 3, implementation criterion 3.C.3. of the Corporate Governance Code, the Is-
suer believes the number of independent directors appointed to be appropriate for the size of the Board
of Directors and the activity carried out by the Issuer, as well as suitable to allow internal governance
committees to be set up within the Board in accordance with the recommendations of the Corporate
Governance Code.

On 8 July 2019 and subsequently on 19 March 2020, the Board of Directors verified that its members
met the independence requirements. In compliance with the provisions of article 3, principle 3.P.2, the
Board of Directors will perform such a check once a year.

The Board of Statutory Auditors noted that the verification criteria and procedures used by the Board to
assess the independence of its members on 19 March 2020 were correctly applied.

LEAD INDEPENDENT DIRECTOR

By resolution of the Board of Directors on 9 August 2019, the Company appointed independent director
Eric Sandrin as lead independent director pursuant to article 2.C.4 of the Corporate Governance Code,
with effect from the Trading Start Date.
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PROCESSING OF COMPANY INFORMATION

At its meeting on 6 September 2019, the Company’s Board of Directors resolved to approve the Regu-
lations for the processing of material/inside information, the establishment and maintenance of the RIL and
the Insider List and Internal Dealing (the “Regulations”), aimed at regulating, in addition to the obliga-
tions of confidentiality and reporting, the process of managing documents and information concerning
Newlat and the companies belonging to its group, with particular reference to Confidential Information
and Inside Information, as well as the establishment, maintenance and updating of the registers of per-
sons who have access to the aforementioned information and the internal dealing obligations.

These Regulations, which entered into force on the date when the application for the Issuer’s shares to
be admitted for trading was deposited with the Italian Stock Exchange, are published on the Issuer’s
website at www.newlat.it.

The purpose of the Regulations is to ensure compliance with the applicable laws and regulations and to
ensure that the Company timely, completely and adequately discloses the Group’s inside information to
the market, while guaranteeing maximum privacy and confidentiality until it is disclosed to the public.

Relevant and Inside Information is managed according to a process that breaks down into the following
stages:

a) the Relevant or Inside Information is identified and reported by the competent IICOF (i.e. each “Inside
Information Competent Organisational Function”, identified within the Group, that becomes aware of
Relevant or Inside Information due to its own activities) to the IIMF (i.e. the “Inside Information Mana-
gement Function”, in this case, the Chairman of the Board of Directors);

b) the IIMF identifies and records the Relevant or Inside Information;

c) Relevant Information is monitored based on the different stages of its evolution towards Inside Infor-
mation, and the additional IICOFs involved in the process are recorded,;

d) where applicable, the Relevant Information becomes Inside Information.

The IIMF is the corporate figure responsible for deciding whether the information qualifies as inside
information. If it does, the |IMF acts to ensure that the Inside Information directly pertaining to the
Issuer is communicated to the public as soon as possible, in accordance with the Regulations and with
applicable laws and regulations, unless there are grounds to activate the delay procedure referred to in
article 3.4 of the Regulations.

The Issuer has established, in accordance with applicable laws and regulations, an electronic register
of persons who have access to Inside Information (“Insider List”) and an electronic register of persons
who have access to Relevant Information (“RIL"). The registers are kept by the IIMF, with the Legal and
Corporate Affairs Department helping with entry and maintenance.

In order to update the Insider List promptly, the IIMF mainly relies on the information contained in the
RIL. When a piece of information becomes Inside Information, people are deleted from the RIL and ad-
ded to the Insider List.

Section |l of the Regulations, on internal dealing, governs the reporting obligations, restrictions and
control measures in relation to transactions carried out by relevant persons and persons closely asso-

ciated with them of the Issuer and the Subsidiaries (as defined in the Regulations).

In particular, Relevant Managers are absolutely forbidden to carry out transactions on their own behalf
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or on behalf of third parties, directly or indirectly, in the 30 days before publication of the annual, hal-
f-year or quarterly results that the Issuer is required, or has decided, to make public (“Black-Out Period”),
except for the provisions of article 8 of the Regulations.

The Issuer’s Board of Directors, by means of a special resolution, may establish additional periods du-
ring which there is a ban/limitation on the completion of Newlat securities transactions in conjunction
with particular events. It is understood that both Relevant Managers and all Recipients in possession
of Inside Information must refrain from carrying out or recommending to third parties any operation
on the securities, from inducing third parties to carry out operations on the securities or from commu-
nicating the Inside Information to third parties, unless such communication takes place in the normal
performance of their role.
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INTERNAL BOARD COMMITTEES
(pursuant to article 123-bis, paragraph 2, letter d) of the TUF)

On 9 August 2019, the Company’s Board of Directors, in accordance with the recommendations contai-
ned in the Corporate Governance Code, resolved to establish the following Committees, effective from
the Trading Start Date, and approved their relevant regulations:

« a control, risk and sustainability committee, pursuant to article 7 of the Corporate Governance
Code (the “Internal Control and Risks Committee”);

e an appointments and remuneration committee pursuant to articles 5 and 6 of the Corporate
Governance Code (the “Remuneration and Appointments Committee”); and

e a committee for transactions with related parties, pursuant to article 4 of the Corporate Go-
vernance Code and following the provisions of the Related Party Regulations (the “RPT Com-
mittee”).

A brief description of the tasks and internal functioning of the newly established committees is given
below.

Remuneration and Appointments Committee

On 9 August 2019, the Company’s Board of Directors appointed the directors Emanuela Paola Banfi,
Valentina Montanari and Eric Sandrin, all of whom meet the independence requirements set out in the
TUF and the Corporate Governance Code, as members of the Remuneration and Appointments Commit-
tee, with Mr Sandrin appointed Chairman. The Issuer believes that this appointment is in line with the
provisions of the Corporate Governance Code due to the specific knowledge possessed by the appointed
parties; in particular, they all have sufficient knowledge and experience of financial matters or remune-
ration policies.

In view of the organisational needs of the Company, the way it operates and the size of its Board of Di-
rectors,the Company has set up a single committee for appointments and remuneration, in accordance
with the recommendations of articles 4,5 and 6 of the Corporate Governance Code.

The Remuneration and Appointments Committee plays an advisory and recommendatory role and has
the task of assisting the Board of Directors at a preliminary stage with the assessments and decisions
relating to the composition of the Board of Directors and to the remuneration of directors and managers
with strategic responsibilities.

In particular, the Remuneration and Appointments Committee is entrusted with the following tasks:

 formulating opinions to the Board of Directors on i) the size and composition of the Board
and making recommendations on the professional profiles it believes should sit on the Board;
ii) the maximum number of management and control positions in other listed companies, su-
pervised companies or companies of significant size, that can be considered compatible with
the position of director of the Company, taking into account participation in Committees and
on the identification of general criteria differentiated by reason of the commitment related to
each role, including pertaining to the nature and size of the companies (including those of the
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Group) in which the positions are held, within the scope of article 1.C.3 of the Corporate Gover-
nance Code; iii) the possible assessment of relevant positions pursuant to article 2390 of the
Civil Code within the scope of article 1.C.4 of the Corporate Governance Code; and

e recommending candidates to the Board of Directors in cases of co-option, where it is neces-
sary to replace independent directors;

e carrying out the groundwork on preparing the plan for the succession of executive directors,
where the Board of Directors has considered adopting such a plan.

In addition, the Committee makes proposals and recommendations to the Board of Directors on the
remuneration of directors and managers with strategic responsibilities. In particular, the Committee is
entrusted with the following recommendatory and advisory tasks:

» making proposals to the Board of Directors regarding the adoption of a policy for the remu-
neration of directors and managers with strategic responsibilities;

« periodically assessing the adequacy, overall consistency and practical application of the policy
for the remuneration of directors and managers with strategic responsibilities adopted by the
Company, if necessary making proposals to the Board of Directors;

e examining Annual Report on Remuneration prior to it being made publicly available for the
annual shareholders’ meeting to approve the financial statements;

 submitting proposals or expressing opinions to the Board of Directors on the remuneration
of executive directors and other directors holding particular positions, and on the setting of
performance targets related to the variable component of such remuneration;

e monitoring the implementation of the decisions taken by the Board by verifying, in particular,
that the performance targets referred to in point ¢) above have been met; and

» making proposals to the Board of Directors regarding the adoption of remuneration policies
and/or incentive systems also applicable to directors, managers and employees within the
Group.

The Committee also has the task of formulating non-binding opinions and proposals regarding any
stock option and share allocation plans or other incentive systems based on shares,and suggesting the
objectives related to the granting of these benefits and the criteria for assessing the achievement of
these objectives,as well as monitoring the evolution and implementation over time of any plans appro-
ved by the Shareholders’ Meeting based on a proposal from the Board of Directors.

The Remuneration and Appointments Committee has the right to access information and corporate fun-
ctions and structures, ensuring that it has the appropriate functional and operational links with them
for the performance of its tasks. It may use external consultants, at the expense of the Company,and in
any case within the limits established by the Board of Directors.

In line with the recommendations of article 6.C.6 of the Corporate Governance Code, no director takes
part in the meetings of the Remuneration and Appointments Committee at which proposals are made
to the Board of Directors regarding their remuneration.

The meetings of the Remuneration and Appointments Committee shall be chaired by the Chairman or,
in the event of his/her absence or impediment, by the oldest member. A majority of serving members
are required to be present for the Remuneration and Appointments Committee meetings to be valid. The
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decisions of the Committee shall be taken by an absolute majority of those present.

From the Trading Start Date to 31 December 2019, the Remuneration and Appointments Committee met
once and all members participated. The meeting lasted 1 hour.

In 2020, at the date of writing of this Report, there has been 1 meeting of the Remuneration and Ap-
pointments Committee, in which all the members participated and which lasted for half an hour.

Minutes are duly taken at meetings of the Remuneration and Appointments Committee, and the Chair-
man of the Committee reports these to the next meeting of the Board of Directors.

The Committee has regularly carried out the functions assigned to it by the Regulations, giving prior
opinions on all areas of competence, in particular on the remuneration policy and the Report on remu-
neration policy and fees, referred to in article 123-ter of the TUF.

REMUNERATION OF DIRECTORS

For information on this section, please refer to the “Remuneration Report” available at
www.newlat.it - Corporate Governance Section - Governance Documents.

INTERNAL CONTROL AND RISKS COMMITTEE

On 9 August 2019, the Company’s Board of Directors appointed the directors Emanuela Paola Banfi, Va-
lentina Montanari and Eric Sandrin, all of whom meet the independence requirements set out in the TUF
and the Corporate Governance Code, as members of the Internal Control and Risks Committee, with Ms
Montanari appointed Chairman. The Issuer believes that this appointment is in line with the provisions
of the Corporate Governance Code due to the specific knowledge possessed by the appointed parties; in
particular, they all have sufficient knowledge and experience of financial matters or risk management.

The Internal Control and Risks Committee, in assisting the Board of Directors, in accordance with the
provisions of implementation criterion 7.C.2 of the Corporate Governance Code, has the function of:

* assessing, together with the Financial Reporting Officer and after consulting the independent
auditor and the Board of Statutory Auditors, the correct use of the accounting standards and, in
the case of groups, their consistency for the purposes of preparing the consolidated financial
statements;

e expressing opinions on specific aspects related to the identification of the main company
risks;

e examining the periodic reports assessing the ICRMS, and those of particular relevance prepa-
red by the internal audit function;

e monitoring the autonomy, adequacy, effectiveness and efficiency of the internal audit function;

« asking the internal audit function to carry out audits on specific operational areas, giving si-
multaneous notice to the Chairman of the Board of Statutory Auditors;

e reporting to the Board, at least every six months, on the occasions of the approval of the

annual and half-year financial report, on the activities carried out and on the adequacy of the
internal control and risk management system; and

ANNUAL REPORT 2019

127



128

« providing adequate preliminary support for the Board of Directors’ assessments and decisions
on the management of risks arising from harmful events of which the Board has become aware.

The Internal Control and Risks Committee, in accordance with implementation criterion 7.C.1 of the
Corporate Governance Code, also issues its prior opinion to the Board of Directors:

 on the guidelines for the internal audit and risk management system, so that the main risks
relating to the Issuer and its subsidiaries are correctly identified, adequately measured, mana-
ged and monitored, determining how compatible the risks are with Company’s management in
line with the strategic objectives identified;

e on the adequacy of the internal control and risk management system with respect to the
characteristics of the Issuer and the risk profile assumed, as well as its effectiveness;

» on the work plan prepared by the head of the internal audit department;

e on the description, in the corporate governance report, of the main features of the internal
control and risk management system and of the methods of coordination between the parties
involved, including the assessment of the adequacy of the system;

* on the results set out by the independent auditor in the letter of suggestions, if any,and in the
report on key issues arising from the external audit; and

e on the proposal relating to the appointment, revocation and remuneration of the Head of
Internal Audit, as well as on the adequacy of the resources allocated to said person for the per-
formance of their functions.

The Internal Control and Risks Committee has the right to access the information and corporate fun-
ctions necessary for the performance of its tasks and may avail itself, within the limits established by
the Board of Directors, of external consultants.

The Chairman of the Board of Directors and the Head of Internal Audit are permanently invited to the
meetings of the Internal Control and Risks Committee.

The Internal Control and Risks Committee also has the right to invite to its meetings the executive di-
rector responsible for internal audit and the other members of the Board of Directors, the independent
auditor or the representatives of the auditing firm and the members of the Board of Statutory Auditors
with reference to all or some of the items on the agenda, except when issues that concern them are
being discussed.

The Financial Reporting Officer referred to in article 154-bis of Legislative Decree no. 58 of 24 February
1998, as subsequently amended and supplemented (the “FRO”), may also be invited to Committee me-
etings, along with any other person whose presence is deemed to be conducive to the best possible
performance of the Committee functions with regard to all or some of the items on the agenda. At the
date of this Report, the Head of Internal Audit is Pierangelo Verna who, as of 21 April 2020, will be re-
placed by Stefano Ferro.

From the Trading Start Date to 31 December 2019, the Internal Control and Risks Committee met once
and all members participated. The meeting lasted half an hour.

In 2020, at the date on which this Report was drafted, 2 meetings of the Control and Risks Committee
had been held and all the members and the entire Board of Statutory Auditors participated.
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Specifically, at the meeting of 19 February 2020, the executive director responsible for internal audit,
the FRO, the Board of Statutory Auditors and the Independent Auditors also participated, while at the
meeting of 17 March 2020, the FRO also participated.

Minutes are duly taken at meetings of the Internal Control and Risks Committee, and the Chairman of
the Committee reports these to the next meeting of the Board of Directors.

The Committee has duly carried out the functions assigned to it by the Regulations, giving prior opi-

nions on all areas of competence concerning the management of business risks and the system of con-
trols, as well as on the work plan drawn up by the Head of Internal Audit.

INTERNAL CONTROL AND RISK MANAGEMENT SYSTE

In compliance with Principle 7 of the Corporate Governance Code, the Issuer has adopted an internal
control and risk management system (hereinafter also “ICRMS”) suitable for identifying, measuring, ma-
naging and monitoring the main risks and in line with national and international best practice.

The corporate and supervisory bodies within the ICRMS are:

- the Board of Directors;

- the Internal Control and Risks Committee;

- the executive director responsible for internal audit;

- the Head of Internal Audit;

- the Supervisory Board (pursuant to Legislative Decree 231/01;

- the Financial Reporting Officer;

- the Board of Statutory Auditors;

- the Independent Auditing Firm.

The Company’s ICRMS is based on three levels of control:

Level | Control - the operating teams are primarily responsible for the ICRMS process. These teams - as
part of their daily activities — are called upon to identify, measure, evaluate, monitor, mitigate and report
the risks deriving from ordinary business activities in accordance with the ICRMS and the applicable
internal procedures.

Level Il Control - corporate risks are monitored, guidelines on the related control systems are propo-
sed and their adequacy is verified to ensure the efficiency and effectiveness of operations, as well as
adequate risk control, prudent conduct of business, reliability of information, and compliance with laws,
regulations and internal procedures.

Level Il Control - the Head of Internal Audit verifies and ensures the adequacy and effective operation
of the Level | and Il Controls and - in general - of the ICRMS, evaluating its completeness, functionality
and reliability in terms of efficiency and effectiveness,as well as identifying any violations of applicable
procedures and standards.
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The central role in the Internal Control and Risk Management System is played by the Board of Direc-
tors, which defines the nature and level of risk compatible with the Company’s objectives.
When working effectively,the Company’s ICRMS guarantees, with reasonable certainty, the achievement
of operational, disclosure and compliance objectives. Specifically:
« the operational objective of the internal control system concerns the effectiveness and effi-
ciency of the Company in using resources, protecting itself from losses, and safeguarding the
Company’s assets. This system is also aimed at ensuring that staff work towards the pursuit of
company objectives, without putting other interests before Newlat’s;

* the objective of disclosure translates into the preparation of timely and reliable reports for
the decision-making process within and outside the company organisation;

« the compliance objective ensures, on the other hand, that all operations and actions are con-
ducted in compliance with laws and regulations, prudential requirements and internal company
procedures.

The ICRMS involves every sector of the activity carried out by the Company, distinguishing between
operational and control tasks and reasonably reducing any possible conflict of interest.

In particular, the internal control system is based on the following elements:

- formalised and clear organisational system in the allocation of responsibilities;

- authorisation and signature powers assigned consistent with the responsibilities;

- system of procedures to govern all business processes;

- IT systems geared towards segregation of duties;

- management control and reporting system,;

- functions responsible in a structured manner for external communication;

- periodic audits of the main company processes.

The Company’s ICRMS is based on the following principles:

* every operation, transaction and action must be true, verifiable, coherent and documented;
* N0 one can manage an entire process independently (so-called segregation of duties);

e the internal control system documents the performance of controls, including supervision.

Responsibility for the proper functioning of the internal control system is vested in each business fun-
ction for all processes for which it is responsible.

The type of corporate control structure existing in the Company includes:

« line controls, carried out by individual operating units on the processes for which they have
operational responsibility,aimed at ensuring the correct conduct of operations;

e monitoring activities, carried out by the managers of each process and aimed at verifying the
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correct performance of the underlying activities, on the basis of hierarchical controls;

* activities for the detection, evaluation and monitoring of the internal control system over the
administrative and accounting systems and processes that are relevant to the financial state-
ments.

Lastly,with regard to the ICRMS, it should be noted that in the exercise of its functions,during the Board
meeting of 19 March 2020, the Board of Directors:

- approved the internal audit plan, after consulting the Board of Statutory Auditors and the executive
director responsible for internal audit;

- assessed the adequacy of the system, in relation to the characteristics of the company and the risk
profile assumed, as well as its effectiveness.

DIRECTOR RESPONSIBLE FOR THE INTERNAL CONTROL AND RISK MANAGEMENT SY-
STEM

In support of the Issuer’s internal control and risk management system, in addition to the Control and
Risks Committee, on 9 August 2019 the Company’s Board of Directors appointed Angelo Mastrolia, with
immediate effect, to the position of executive director responsible for the internal control and risk ma-
nagement system, performing the functions listed in implementation criterion 7.C.4 of the Corporate
Governance Code. The Issuer believes that the appointment of the Chairman of the Board of Directors
as the person responsible for the internal control and risk management system is in line with the pro-
visions of the Corporate Governance Code, which highlights the positive aspects related to a choice of
this type, including the specific knowledge possessed by the appointed party.

In accordance with article 7 of implementation criterion 7.C.4 of the Corporate Governance Code, the
executive director responsible for overseeing the functionality of the internal control system:

- ensures the identification of the main business risks, taking into account the characteristics of
the activities carried out by the issuer and its subsidiaries,and will periodically submit them to
the Board of Directors for examination;

- implements the guidelines defined by the Board of Directors, taking care of the design, cre-
ation and management of the internal control and risk management system and continually
verifying its adequacy and effectiveness;

- deals with the adaptation of this system to the dynamics of operating conditions and the le-
gislative and regulatory landscape;

- may ask the Head of Internal Audit to carry out audits on specific operational areas and on
compliance with internal rules and procedures in execution of company operations, giving si-
multaneous notice to the Chairman of the Board of Directors, the Chairman of the Control and
Risks Committee and the Chairman of the Board of Statutory Auditors;

- promptly reports to the Control and Risks Committee (or to the Board of Directors) on pro-
blems and critical issues that may arise in the course of its activities or of which it has been
informed, so that the Committee (or the Board) can take the appropriate initiatives.

Due to the recent listing of the Company’s shares on the MTA, the aforementioned activities
and tasks assigned to the executive director responsible for internal audit will be carried out in
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essence starting from the beginning of this financial year.

HEAD OF INTERNAL AUDIT

Also in support of the Issuer’s internal control and risk management system, on 9 August 2019 the
Company appointed Pierangelo Verna, who - as of 21 April 2020 - will be replaced by Stefano Ferro, as
approved by the Board of Directors on 19 March 2020, as Head of Internal Audit and therefore the person
to whom, among other things, the tasks referred to in article 7 of implementation criterion 7.C.5. of the
Corporate Governance Code have been assigned.

Stefano Ferro is not responsible for any operational activities. He carries out support activities in the
context of M&A operations and reports to the Board of Directors.

Because of the recent quotation, no activities were carried out by the Head of Internal Audit in 2019;
this role will become active in the current year, with its holder having access to all useful information.

ORGANISATIONAL MODEL
(pursuant to Legislative Decree 231/2001)

The Company has adopted an organisation, management and control model pursuant to and for the
purposes of Legislative Decree no. 231/2001 (the “Model 231").

The Model 231 consists of: (a) a general part, relating to issues concerning, among other things, the
validity and application of Legislative Decree no.231/2001, the composition and functioning of the su-
pervisory body,and the penalty code to be applied in case of violations of the rules of conduct of Model
231; and (b) the special parts, containing the general principles of conduct and control protocols for
each of the offences deemed to be a risk to the Company.

The functions of the Supervisory Body are assigned to the Board of Statutory Auditors, exercising the
option provided for by applicable legislation. In this way, the Supervisory Body meets the applicable
requirements of autonomy, independence, professionalism and continuity of action.

The Model 231 is published on the website www.newlat.it - Corporate Governance Section, where the
updated composition of the Supervisory Body and the Code of Ethics are also available.
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INDEPENDENT AUDITING FIRM

At the date of the Report,the company responsible for independently auditing the Issuer’s accounts was
PricewaterhouseCoopers S.p.A., with its registered office at Via Monte Rosa no. 91, Milan, no. 119644 in
the Register of Independent Auditors held by the Ministry of Economy and Finance.

On 8 July 2015, the Issuer had entrusted the Independent Auditors with the external audit assignment
pursuant to article 14 of Legislative Decree no. 39 of 2010 and articles 2409-bis et seq. of the Civil
Code, with reference to the Issuer’s financial statements for the three-year period 2014 - 2016. Once
the Issuer needed to prepare consolidated financial statements starting from 2015, the aforementioned
assignment was supplemented on 8 July 2016 to include the external audit of the consolidated financial
statements of the Issuer for the years ended 31 December 2015 and 2016.

In view of the interpretative orientation last taken by Consob in its Communication no. 0098233 of 23
December 2014 regarding the awarding of the external audit assignment upon becoming a public inte-
rest entity pursuant to article 16 of Legislative Decree no. 39 of 2010, the Issuer’s Ordinary Shareholders’
Meeting of 8 July 2019 conferred on the Independent Auditors, effective from the Trading Start Date, a
new external audit assignment (including checking that books are being properly kept and operating
events are being properly entered into accounting ledgers) pursuant to articles 13 and 17 of Legislative
Decree no. 39 of 2010 for the 2019-2027 financial years, in relation to the Issuer’s separate financial
statements and the consolidated financial statements of the Newlat Group, replacing PwC’s existing
assignment awarded on 28 June 2017. Also by resolution of 8 July 2019, and also effective as of the
Trading Start Date, the Issuer’s Ordinary Shareholders’ Meeting awarded the independent auditors the
assignment to carry out a limited audit of the Newlat Group’s condensed consolidated half-year finan-
cial statements for the six-month periods ending on 30 June 2020 - 2027.

FINANCIAL REPORTING OFFICER
AND OTHER CORPORATE ROLES AND FUNCTIONS

On 9 August 2019, the Issuer’s Board of Directors, in compliance with the provisions of article 154-bis
of the Consolidated Law on Finance and with the relevant appointment procedures laid down in article
19 of the New Bylaws, decided to appoint, with effect from the Company’s shares starting to trade on
the MTA, Rocco Sergi as the Financial Reporting Officer.

Article 19 of the Issuer’s New Bylaws provides that the FRO shall be appointed by the Board of Directors,
subject to the mandatory but non-binding opinion of the Board of Statutory Auditors, in accordance with
the provisions of Article 154-bis of the Consolidated Law on Finance. The Bylaws also require the FRO to
have at least three years’ experience in administration, finance and control and to meet the integrity re-
quirements for directors. If these requirements are no longer being met, the office shall be forfeited and
this must be declared by the Board of Directors within 30 (thirty) days of becoming aware of the failing.

In this regard, it should be noted that the Board of Directors, after obtaining the opinion of the Board
of Statutory Auditors, issued on 9 August 2019, recognised Rocco Sergi as a suitable person to perform
this function, also in view of the above requirements.

Pursuant to article 154-bis of the Consolidated Law on Finance, the FRO shall:

e draw up written statements accompanying the Company’s documents and communications
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disseminated to the market and relating to accounting information, including interim accoun-
ting information;

* prepare appropriate administrative and accounting procedures for preparing the separate fi-
nancial statements and, where applicable, the consolidated financial statements and any other
financial communications;

» certify with a special report on the separate financial statements, the condensed half-year
financial statements and the consolidated financial statements (i) the adequacy and effective
application of the administrative and accounting procedures for the preparation of the financial
statements; (ii) that the documents are prepared in compliance with the applicable interna-
tional accounting standards recognised in the European Union pursuant to Regulation (EC) No
1606/2002 of the European Parliament and of the Council of 19 July 2002; (iii) that the docu-
ments correspond to the ledgers and accounting records; (iv) the suitability of the documents
to provide a true and fair picture of the results, assets and liabilities and cash flows of the Is-
suer and of the companies included in the consolidation; (v) for the separate and consolidated
financial statements, that the report on operations includes a reliable analysis of the operating
performance and result, as well as the situation of the Issuer and of the companies included
in the consolidation, together with a description of the main risks and uncertainties to which
they are exposed; (vi) for the condensed half-year financial statements, that the interim report
on operations contains a reliable analysis of the information referred to in article 154-ter, pa-
ragraph 4 of the TUF.

INTERESTS OF DIRECTORS AND TRANSACTIONS WITH RELATED PARTIES

On 6 September 2019, the Issuer’s Board of Directors resolved to adopt a procedure that governs,among
other things, the methods for instructing and approving transactions with related parties defined as
being of greater importance on the basis of the criteria indicated by the regulations adopted by Consob
with Resolution no. 17221 on 12 March 2010 (the “Related Parties Regulation”) and transactions with
related parties defined as being of lesser importance, meaning those other than the most significant
transactions and transactions of a small amount (the latter are those with related parties whose value
does not exceed €200,000 whether they are a natural person or a legal person) (hereinafter the “Related
Parties Procedure”).

The Related Parties Procedure defines transactions of greater importance as those in which at least one
of the significance indicators mentioned in Annex 3 of the Related Parties Regulations exceeds the 5%
threshold and entrusts a specific corporate structure, consisting of the FRO supported by the competent
functions, with the task of ascertaining how the procedure should be applied to a given transaction,
including whether a transaction is classified as being of greater or lesser importance.

In accordance with the Related Parties Regulation, the procedure for transactions of lesser importance
requires that, before approving a transaction with related parties, the Related Parties Committee, com-
posed exclusively of independent (pursuant to the TUF and the Corporate Governance Code) and unre-
lated directors, expresses a non-binding reasoned opinion on the Company’s interest in completing it,as
well as on the suitability and substantial fairness of the conditions envisaged. In this regard, it is noted
that the Issuer has identified the RPT Committee as the competent body in relation to transactions with
related parties.

The procedure provides that, without prejudice to the disclosure requirements of article 5 of the Rela-
ted Parties Regulation, the Issuer will avail itself of the derogation granted by article 10 of the Related
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Parties Regulation as a newly listed company and, therefore, the approval of the related party tran-
sactions of greater importance will take place according to the procedure provided for the approval
of related party transactions of lesser importance. This simplified regime will therefore apply from the
trading start date until the date of approval of the financial statements for the year ending on 31 De-
cember 2021.

After this transitional period, the procedure provides that - for transactions of greater importance - the
RPT Committee, or one or more members delegated by it, be involved in the negotiation phase and the
investigation phase and, at the end of the latter, express its reasoned opinion on the Company’s interest
in completing the transaction and on the suitability and substantial fairness of the relevant conditions.
The RPT Committee shall make its own assessments and, in the event of a negative opinion or one
subject to the acceptance of certain findings:

(@ in the case of a transaction of greater importance that is not the responsibility of the
Shareholders’ Meeting or does not have to be authorised by it, the Board of Directors may: (i)
approve the transaction, provided that the approval resolution fully incorporates the findings
made by the RPT Committee; or (ii) approve the transaction despite the contrary opinion or in
any case without taking into account the findings of the Committee, provided that the com-
pletion of the transaction is authorised by the Shareholders’ Meeting, pursuant to article 2364,
paragraph 1, no. 5) of the Civil Code and in accordance with the provisions of paragraph (b)
below; or (iii) decide not to proceed with the transaction;

(b) in the case of a transaction of greater importance falling within the competence of the
Shareholders’ Meeting or which must be authorised by it, without prejudice to the provisions
of articles 2368,2369 and 2373 of the Civil Code, the transaction may not be carried out if the
majority of unrelated shareholders (meaning persons entitled to vote other than the counter-
party to a given transaction and related parties both to the counterparty to a given transaction
and to the Company) who vote do so against the transaction, provided that the unrelated sha-
reholders present at the Shareholders’ Meeting represent at least 10% of the share capital.

The rules laid down in the procedure do not apply in the following cases:
(@) shareholders’ resolutions on the remuneration payable to members of the Board of Di-
rectors pursuant to article 2389, paragraph 1 of the Civil Code, as well as resolutions on the
remuneration of directors with special responsibilities included in the total amount for the
remuneration of all directors previously determined by the Shareholders’ Meeting pursuant to
article 2389, paragraph 3 of the Civil Code;

(b) resolutions, other than those indicated under (a), on the remuneration of directors with
special responsibilities and other managers with strategic responsibilities, provided that:

i) the Company has adopted a remuneration policy that the Remuneration and Appoint-
ments Committee was involved in drafting;

ii) a report explaining the remuneration policy has been submitted for the approval or
advisory vote of the Shareholders’ Meeting; and

iii) the remuneration awarded is consistent with this policy;
(c) transactions of a small amount;

(d) compensation plans based on financial instruments approved by the Shareholders’ Meeting
pursuant to article 114-bisof the Consolidated Law on Finance and related executive opera-
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tions;

(e) transactions that are part of ordinary business and the related financial activity of the Com-
pany or of the subsidiary that performs the transaction, carried out at conditions similar to those
usually practised with unrelated parties for transactions of a corresponding nature, scale and
risk, or based on regulated rates or prices imposed on or practised with subjects with whom the
Company is legally obliged to enter into a contract at a certain amount;

(f)  transactions carried out by the Company with its subsidiaries or transactions carried out
between such subsidiaries, as well as those with associates, if there are no significant interests of
other related parties of the Company in the subsidiaries or associates;

(g) shareholders’resolutions on the fees payable to members of the Board of Statutory Auditors
pursuant to article 2402 of the Civil Code;

(h) transactions to be carried out on the basis of instructions for stability purposes given by Su-
pervisory Authorities,or on the basis of provisions issued by the parent company for the execution
of instructions given by Supervisory Authorities in the interest of the stability of the Group.

The procedure allows the adoption of framework resolutions relating to series of homogeneous opera-
tions to be carried out by the Company, directly or through subsidiaries, with certain categories of related
parties.

Please note that any decisions regarding the renewal - even if tacit or automatic - of contracts and rela-
tionships that the Issuer enters into with related parties in the period prior to the formal adoption of the
Related Parties Procedure described above will be taken in accordance with this procedure.

Committee for transactions with related parties

On 9 August 2019,the Company’s Board of Directors appointed the directors Emanuela Paola Banfi,Valen-
tina Montanari and Eric Sandrin, all of whom meet the independence requirements set out in the TUF and
the Corporate Governance Code,as members of the RPT Committee, with Ms Banfi appointed Chairman.

In particular,the RPT Committee:

« formulates prior opinions on the procedures governing the identification and management of
related party transactions carried out by the Issuer and/or Group companies, as well as on the
related amendments;

« formulates prior and reasoned opinions, in the cases expressly provided for,on the Issuer’s inte-
rest in completing the transaction with related parties, as well as on the suitability and substan-
tial fairness of the related conditions; and

* in the case of related party transactions of greater importance,the RPT Committee is involved in
the negotiation phase and the investigation phase through the receipt of a complete and timely
information flow, with the right to request information and to make comments to the parties re-
sponsible for conducting the negotiations or the investigation.

From the Trading Start Date to 31 December 2019, the Related Party Transaction Committee met once

and all members participated. The meeting lasted half an hour.
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APPOINTMENT OF STATUTORY AUDITORS

By virtue of its New Bylaws (pursuant to articles 21,22 and 23), the Issuer has adopted a transparent
procedure for the appointment of statutory auditors which guarantees, among other things, adequate
and timely information on the personal and professional characteristics of candidates for the office.
The Board of Statutory Auditors is elected by the Ordinary Shareholders’ Meeting on the basis of lists
submitted by shareholders as per the provisions below, ensuring gender balance in accordance with the
provisions of applicable laws and regulations.

The presentation of lists is governed by applicable laws and regulations and by the New Bylaws.

Lists can be submitted by shareholders who, alone or together with others, represent, at the time of
submission, at least the stake required to submit lists of candidates for the office of director.

The lists are filed with the Company within the deadlines set out in applicable laws, as indicated in
the notice of convocation at the Company’s registered office or also communicated remotely,and made
available to the public under the terms and conditions set out in applicable laws and regulations. Each
shareholder,the shareholders adhering to a shareholders’ agreement pursuant to article 122 of the TUF,
the parent company, subsidiaries, joint ventures and the other entities between which there is a direct
or indirect link, pursuant to applicable laws and regulations, may submit - or contribute to the submis-
sion, even through an intermediary or trust company - and vote for only one list. Each candidate may
appear on only one list under penalty of ineligibility.

Each list shall contain a sequential number of candidates not exceeding the number of members to be
elected.

The lists are divided into two sections: one for candidates for the office of standing auditor, the other
for candidates for the office of alternate auditor. The first of the candidates in each section must appear
in the register of auditors and must have carried out auditing activities for a period of not less than 3
(three) years.

Each list that - considering both sections — presents a number of candidates equal to or greater than
3 (three) must also include candidates of both genders, so that at least one third (rounded up) of the
candidates for the office of standing auditor and at least one candidate for the office of alternate auditor
(where applicable) belong to the least represented gender.

The following must be filed when the lists are submitted: a) information on the shareholders who have
submitted the list, including their stake; b) a declaration by shareholders other than those who hold,
even jointly, a controlling interest or a relative majority, certifying the absence of any direct or indirect
link, within the meaning of applicable laws and regulations, with the latter; c) the curriculum vitae of
the candidates and a statement in which each candidate declares, under his or her own responsibility,
that there are no grounds for ineligibility and incompatibility and that he or she fulfils the conditions
for appointment; d) information relating to the candidates with an indication of the administration and
control positions held in other companies, as well as a statement by the same candidates attesting to
the fulfilment of the requirements, including those of integrity, professionalism, independence and re-
lated to the accumulation of positions, provided for by current laws and regulations and by the Bylaws
and their acceptance of the candidacy and office, if elected; e) a declaration from each candidate ac-
cepting their candidacy; f) any other additional or different declaration, information and/or document
required by applicable laws and regulations.

Any list that fails to comply with the above provisions shall be deemed not to have been submitted.
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Members of the Board of Auditors must meet the requirements of integrity, professionalism, indepen-
dence and the limit of accumulation of positions provided for by applicable laws and regulations, as
well as by the Corporate Governance Code. Matters relating to commercial law, company law, financial
market law, tax law, business economics, corporate finance, disciplines having a similar or comparable
object, and matters and sectors relating to the business sector of the Company are considered strictly
relevant to the scope of the Company’s activities.

The Board of Statutory Auditors shall be elected in accordance with the following provisions: a) from
the list which obtained the highest number of votes (‘majority list”), two standing auditors and one al-
ternate auditor shall be drawn in the sequential order in which they appear on the list; b) from the Llist
which obtained the second highest number of votes in the Shareholders’ Meeting (‘minority list”), the
remaining standing auditor, who shall also be appointed Chairman of the Board of Statutory Auditors,
and the other alternate auditor shall be drawn in the sequential order in which they appear on the list.
If more than one list has obtained the same number of votes, a new vote shall be taken on said lists by
all those who can vote and are present at the Shareholders’ Meeting, with the candidates from the list
that secures a relative majority being elected.

If gender balance is not ensured in accordance with the provisions of applicable laws and regulations,
considering the statutory auditors and alternate auditors separately, the elected candidate belonging to
the most represented gender who was last in the sequential order in each section of the majority list,
will be replaced by the unelected candidate from the least represented gender taken from the same
section of the same list in the sequential order of presentation. If the number of candidates elected on
the basis of the lists submitted is lower than the number of statutory auditors to be elected, the remain-
der will be elected by the Shareholders’ Meeting, which decides by relative majority and in such a way
that the gender balance required by applicable laws and regulations is respected.

In the case of submission of a single list, the Board of Statutory Auditors is drawn entirely from it in
compliance with applicable laws and regulations. If, on the other hand, no list is submitted, the Sha-
reholders’ Meeting decides by relative majority in accordance with the provisions of law. In such cases,
the Chairman of the Board of Statutory Auditors shall be appointed by relative majority of the votes
present at the Shareholders’ Meeting.

The Chairman of the Board of Statutory Auditors shall be the statutory auditor elected from the mino-
rity Llist unless only one list is voted on or no list is presented; in such cases, the Chairman of the Board
of Statutory Auditors shall be appointed by the Shareholders’ Meeting by relative majority of the votes
present.
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COMPOSITION AND OPERATION
OF THE BOARD OF STATUTORY AUDITORS (pursuant to article 123-
bis, paragraph 2, letters d) and d-bis) of the TUF)

Pursuant to article 21 of the New Bylaws, the Board of Statutory Auditors shall consist of three standing
auditors and two alternate auditors who shall hold office for three financial years, expiring on the date
of approval of the financial statements for the third financial year of their office, and shall be eligible
for re-election.

The Issuer’s Board of Statutory Auditors in office on the Report Date consists of 3 standing auditors and
2 alternate auditors. This Board of Statutory Auditors was appointed by the Issuer’s Ordinary Sharehol-
ders’ Meeting for a period of 3 years, until approval of the financial statements for the year ending 31
December 2021.

In particular, the Issuer’s Board of Statutory Auditors in office consists of:

The members of the Board of Statutory Auditors are as follows:

Name and surname Position Place and date of birth
Massimo Carlomagno Chairman Agnone (IS), 22 September 1965
Ester Sammartino Standing Auditor Agnone (IS), 23 May 1966
Antonio Mucct Standing Auditor Montelongo (CB), 24 March 1946
Grovanni Carlozzi Alternate Auditor Matrice (CB), 23 May 1942
Giorgio de Franciscis Alternate Auditor Pesaro, 24 July 1941

The New Bylaws provide that the Board of Statutory Auditors is to be appointed on the basis of lists. In
this regard, it should be noted that the Issuer’s Board of Statutory Auditors was appointed before the
entry into force of the New Bylaws and that, therefore, the provisions on list voting will apply from the
first renewal following the listing of the Issuer’s shares.

Below is a summary of the personal and professional characteristics of the members of the Statutory
Board of Auditors.

Massimo Carlomagno - born in Agnone (IS) on 22 September 1965, he obtained a degree in Economics
and Business from the University of Salerno in 1990 and has been enrolled in the Register of Chartered
Accountants since 1996. From 1999 to 2005 he held the position of Chairman of the Board of Directors
of Finanziaria Regionale del Molise S.p.A. Since 2005 he has held the position of Chairman of the Is-
suer’s Board of Statutory Auditors.

Ester Sammartino - born in Agnone (IS) on 23 May 1966, she obtained a degree in Economics and Busi-
ness from the University of Chieti in 1992 and has been enrolled in the Register of Chartered Accoun-
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tants since 2002. From 1990 to 2005 she served as a director at Lamel Legno S.r... Since 2005 she has
held the position of standing auditor on the Issuer’s Board of Statutory Auditors.

Antonio Mucci - born in Montelongo (CB) on 24 March 1946, he obtained a degree in Economics and
Business from the University of Bari in 1972 and has been enrolled in the Register of Chartered Accoun-
tants since 1990 and is also enrolled in the Register of Auditors. From 1991 to 2018 he held the posi-
tion of auditor in various public bodies, such as the province of Campobasso and the municipalities of
Termoli, Larino, Trivento, Riccia, Santa Croce di Magliano, Rotello, Bonefro, Matrice, Montagano, Macchia
Valfortore, Morrone del Sannio and Ururi. From 1996 to 2005 he served as Chairman of the Board of
Auditors of the Consorzio di Bonifica di Larino. From 1996 to 1999 he served as Chairman of the Board
of Statutory Auditors of the cooperative B&G. He was a member of the Board of Statutory Auditors of
Piana del Sele S.r.l. from 2007 to 2013. He served first as a member of the board of statutory auditors
(from 2011 to 2013) and then as Chairman (from 2014 to 2016) of Finmolise S.p.A. Since 2014 he has
held the position of standing auditor on the Issuer’s Board of Statutory Auditors.

Giovanni Carlozzi - born in Matrice (CB) on 23 May 1942, he obtained a degree in Economics and Bu-
siness from the University of Naples in 1968 and has been enrolled in the Register of Auditors since
12 April 1995. Since 9 September 1994 he has held the office of statutory auditor and sole auditor of
Molise verso il 2000 Societa Cooperativa r.l. Since 2009 he has held the position of alternate auditor
for the Issuer.

Giorgio de Franciscis - born in Pesaro on 24 July 1941, he obtained a degree in Economic and Maritime
Sciences from the Naples Naval Institute in 1969 and has been enrolled in the Register of Auditors since
1995. Since 1986 he has been a tax professional and auditor and from 1987 to 1993 he was Chairman
of the Board of Auditors of the Istituto Autonomo Case Popolari di Campobasso, as well as a director
and censor of the Bank of Italy (Campobasso branch) from 1990 to 2001. Since 2013 he has held the
position of Chairman of the Board of Statutory Auditors at the Neuromed Foundation. He also holds cer-
tain positions in public bodies. Specifically, since 2014 he has been Chairman of the Board of Auditors
of the Molise Region and since 2016 he has been Chairman of the Board of Auditors of the Municipality
of Isernia. Since 2011 he has held the position of alternate auditor for the Issuer.

During the financial year ended 31 December 2019, the Board of Statutory Auditors met 5 times: on two
occasions all members participated, while in 3 meetings Rocco Sergi and Roberto Bonacini were also
present. The average duration was half an hour.

Five are scheduled for the current year in addition to the one already held on 19 February 2020, which
had a duration of about half an hour, and at which all the Statutory Auditors, plus Rocco Sergi and Ro-
berto Bonacini, were present.

During its meeting of 8 July 2019, the Board of Statutory Auditors verified that all its members met
the independence requirements of article 148, paragraph 3 of the Consolidated Law on Finance and
the combined provisions of articles 3 and 8 of the Corporate Governance Code, and that none of them
finds themselves in the situations provided for in article 148, paragraph 3 of the TUF and the combined
provisions of articles 3 and 8 of the Corporate Governance Code, and informed the Board of Directors
of this. In particular,the members of the Board of Statutory Auditors have not had, during the last three
years, any financial or professional relationships, directly or indirectly through third-party companies or
professional firms, with the Issuer.

On the same date, the Board of Statutory Auditors also verified that all its members, as indicated in their
respective curricula vitae and in the additional information contained in this point, met the require-
ments of integrity and professionalism required by article 148 of the Consolidated Law on Finance and
the implementing regulations adopted by way of Ministry of Justice Decree no. 162/2000. All statutory
auditors have stated that they fulfil the integrity requirements.
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It should be noted that the rules dictating that there must be a gender balance among the members
elect of the Board of Statutory Auditors, in accordance with the provisions of article 148, paragraph 1-
bis of the Consolidated Law on Finance, have been transposed into the New Bylaws. The composition
of the Board of Statutory Auditors at the date of the Report complies with these provisions on gender
balance.

None of the members of the Board of Statutory Auditors has any of the family relations referred to in
Book I, Title V of the Civil Code with the other members of the Board of Statutory Auditors, members of
the Board of Directors or senior management of the Company.

The remuneration of the statutory auditors, resolved by the Shareholders’ Meeting on 8 July 2019, is
commensurate with the commitment required and the importance of the role played by each member,
as well as the size and sectoral characteristics of the Company.

Any statutory auditor who, on their own behalf or on behalf of third parties, has an interest in a parti-
cular transaction of the Company is required to promptly and exhaustively inform the other members
of the Board of Statutory Auditors, as well as the Chairman of the Board of Directors, about the nature,
terms, origin and scope of the interest.

The Board of Statutory Auditors, in the performance of its activities, coordinated and exchanged infor-
mation with: (i) the Internal Control and Risks Committee, at whose meetings the Board of Statutory
Auditors also participates and (ii) the FRO, who took part in all the meetings of the Board of Statutory
Auditors.
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SHAREHOLDER RELATIONS

In accordance with the provisions of article 9, principle 9.P.1. of the Corporate Governance Code, the
Issuer’s Board of Directors believes that it is in its own specific interest - as well as a duty towards the
market - to establish an ongoing dialogue from the moment of the Listing, based on a mutual under-
standing of roles, with all shareholders as well as with institutional investors.

It has been decided that this dialogue can be facilitated by setting up dedicated teams within the Com-
pany.

In this regard, the Company - in compliance with article 9 of implementation criterion 9.C.1. of the Cor-
porate Governance Code - has appointed Benedetta Mastrolia as Head of Relations with Institutional
Investors and Other Shareholders (Head of Investor Relations) in order to ensure correct, continuous
and complete communication, it being understood that, in the context of such relations, the commu-
nication of information documents concerning the Company must take place in compliance with the
aforementioned internal procedure.

The Company has created an Investor Relations section on its website www.newlat.it, which is easily
identifiable and accessible and which contains information about the issuer that is relevant to sharehol-
ders, in order to allow them to exercise their rights in an informed manner.

SHAREHOLDERS’ MEETINGS
(pursuant to article 123-bis, paragraph 2, letter c) of the TUF)

Pursuant to the provisions of applicable laws, an ordinary session of the Shareholders’ Meeting is able
to approve the financial statements, to appoint and dismiss the directors, statutory auditors and the
Chairman of the Board of Statutory Auditors and to determine the remuneration of the directors and
statutory auditors, and decides on anything else within its competence under the law. An extraordi-
nary session of the Shareholders’ Meeting will deliberate on amendments to the Bylaws, as well as on
everything reserved to its competence by law.

The references contained in article 9, principles 9.P.1.and 9.P.2. of the Corporate Governance Code aimed
at (i) promoting initiatives aimed at encouraging the widest possible participation of shareholders in
meetings and facilitating the exercise of shareholders’ rights and (ii) establishing an ongoing dialogue
with shareholders based on an understanding of each other’s roles (Board of Directors and Sharehol-
ders’ Meeting), are fully shared by the Company, which considers it appropriate - in addition to ensuring
that its directors participate regularly in the shareholders’ meetings - to adopt specific measures aimed
at getting the most out of the Shareholders’ Meeting.

The Shareholders’ Meeting resolves on all matters for which it is competent under law and under the
Bylaws; moreover, it is expressly invested with the power to dismiss the directors of the Company, even
in the absence of just cause, if the relationship of trust between them and the Company has ceased to
exist for any reason.

Convocations
Pursuant to article 9 of the New Bylaws, the Shareholders’ Meeting is convened, in accordance with the

law, at the registered office of the Company or at any place chosen by the Board of Directors, provided
that it is in Italy, another EU country or Switzerland. The notice of convocation, containing the infor-
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mation required by applicable laws and regulations, is published on the Company’s website and in the
other ways provided for by applicable laws and regulations.

The Ordinary Shareholders’ Meeting must be convened at least once a year to approve the separate
financial statements within 120 (one hundred and twenty) days from the end of the financial year or
within 180 (one hundred and eighty) days in the cases provided for by law.

Speaking and voting in the Shareholders’ Meeting

Each share gives the right to one vote.
Those entitled to vote may speak at the Shareholders’ Meeting.

Pursuant to article 83-sexies of the Consolidated Law on Finance, eligibility to speak at the Sharehol-
ders’ Meeting and to exercise the right to vote is attested by a notice given to the Company by the in-
termediary in favour of the person entitled to vote, on the basis of the evidence relating to the end of
the accounting day of the seventh open market day prior to the date set for the Shareholders’ Meeting
at first call. Such notice from the intermediary must reach the Company by the end of the third open
market day prior to the date set for the Shareholders’ Meeting at first call or within a different period
provided for by applicable laws and regulations. Eligibility to speak and vote remains if the notice has
been received by the Company after the deadlines indicated above but before the start of the single-call
Shareholders’ Meeting.

Those who have the right to speak at the Shareholders’ Meeting may be represented by proxy by another
person in the manner prescribed by law. Shareholders have the option to notify the Company of the
proxy for participation in the Shareholders’ Meeting by sending it to the certified email address or any
other method indicated in the notice of convocation.

For each Shareholders’ Meeting, the Company may designate one or more persons to whom the holders
of voting rights in the Shareholders’ Meeting may confer a proxy with instructions on how to vote on all
or some of the items on the agenda.

Execution of the Shareholders’ Meeting
The Shareholders’ Meeting is duly constituted and deliberates with the majorities required by law.

The Shareholders’ Meeting is chaired by the Chairman of the Board of Directors. Should the Chairman
be absent or indisposed, the Meeting will be chaired by the person elected with the vote of a majority
of those present.

The Shareholders’ Meeting may be held with speakers located in several places using telecommunica-
tions technology in accordance with the procedures set out in the New Bylaws.

The Chairman of the Meeting, or those he/she has delegated, checks that the Meeting has been duly
constituted, ascertains the identity and eligibility of the participants and governs the Meeting, establi-
shing methods of discussion and voting (not in secret ballots) and then verifying the results of votes.

The Chairman shall be assisted by a secretary, who may or may not be a shareholder and is appointed

by the Shareholders’ Meeting, except as provided for in the second paragraph of article 2371 of the Civil
Code.
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CHANGES SINCE THE REPORTING DATE

The Board of Directors, during its meeting of 15 January 2020, and therefore after the end of the year,
appointed Simone Aiuti as General Manager of the Milk and Dairy sector, granting him all the powers
necessary for the management of the Dairy Division, such as:

1) company signature

2) powers of attorney

3) employment contracts

4) production organisation

5) food hygiene and safety, by virtue of the delegation from Stefano Cometto

6) environmental protection, by virtue of the delegation from Stefano Cometto

7) management and control powers

8) leases, real rights

9) purchase and sale of goods and services; with the following amount limits:

- movable property up to €50,000 for each transaction when signed individually and up to €200,000
when signed jointly with any other member of the Board of Directors;

- motor vehicles of all kinds, aircraft and boats up to €50,000 for each transaction when signed indivi-
dually and up to €200,000 when signed jointly with any other member of the Board of Directors;

- supplies and provisions for any type of use that must have an initial maximum duration of one year,
subject to renewal, and up to an annual amount of €50,000;

- works contracts, tenders, consultancies and freelance arrangements, including on an ongoing basis,
drawing up the related contracts up to an annual amount of €50,000.

10) collections, disposals and receipts

11) banking and financial transactions, with the following amount Llimits:

-€50,000 for: withdrawals from the Company’s bank accounts and payments to its creditors; drawing or
accepting bills of exchange; requesting cashier’s checks; collecting cheque books to be issued on the
Company’s current accounts and signing the related request; issuing statements of indemnity,

- €50,000 for: opening, modifying or closing post office current accounts; carrying out any operation
permitted on such accounts including withdrawals and the issuance of postal orders; collecting; issuing
receipt and discharge in due form for sums or anything else due to the company from private indivi-
duals, firms, entities, institutions, companies of any kind, insurers, banks and pension funds.

12) insurance

13) contracts, tenders and licences

ANNUAL REPORT 2019



14) judicial proceedings
15) transactions and arbitration

16) tax compliance and obligations

COMMENTS ON THE LETTER OF 19 DECEMBER 2019 FROM
THE CHAIRMAN OF THE CORPORATE GOVERNANCE COMMITTEE

The Chairman - at the meeting of 19 March 2020 - brought the Chairman of the Corporate Governance
Committee’s letter of 19 December 2019 to the attention of the Board of Directors, as well as the Con-
trol and Risks Committee, the Remuneration and Appointments Committee and the Board of Statutory
Auditors.
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TABLE 1: OWNERSHIP STRUCTURE INFORMATION

STRUCTURE OF SHARE CAPITAL

0/ ; x i :
No. of shares ik ?hale Lo (Shc.‘“ mathet) Rights and obligations
capital Junlisted
Ot 40,780,482.00 100% Listed on the MTA - Increased vote pursuant to art. 06,
Y STAR segment patagraph 9 of the Bj.'lawsb
Multiple-vote 0 Q = =
shares
Shares with limited 0 0 - -
right to vote
Shares without 0 0 - =
voting nghts
Other = = . N

OTHER FINANCIAL INSTRUMENTS

(conferring the right to subscribe newly issued shares)

No. of shares in
Listed (show market) : Aot Category of shares m service of TR o.f'the
2 nstruments ! ; ; conversion,
Junlisted : the conversion/exercise
1ssued
exercise
Convertible bonds - = — x
Wharrants - - - -
SIGNIFICANT EQUITY INVESTMENTS
il e St Holding % of the ordinary Holding % of the voting

eclaran: hrect shareholder ais gl

1 See par. 2 (d) of this Report.
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TABLE 2: STRUCTURE OF THE BOARD OF DIRECTORS AND COMMITTEES

Control and Be Eatd
. - and
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Officer the 2021
fmancial

smareme

3

Chief Giuseppe
Executive Mastrolia
Officer

1989 29/06/2011 0B/07/2019 | approve | NJA | x

[*)

10011

Director Betipdaa 1995 | 05/06/2014 | 08/07/2019 | dew’ | N/A x 1 1011
Mastrobia

Sharehol
ders’
Mesting

to
Director | = | 000 | 20/10/2019 | 29/10/2019 | approve | N/a x x x 1 11
Pacla Banfl
the 2021
Fnancial
stateme
nts

Sharehol
ders’
Meeting
Valeotina e 1
Director A 1967 | 29/10/2010 | 29/10/2019 | approve | N/A x x x 4 ia: |

the 221
fnancial
smteme
ats

Sharebol
e
Meeting
to
Director © | Erc Sanddn 1964 29/10/2019 29/10/2019 | approve | N/A x x x 19 Il
the 20121
financial
stateme
nts

RS REMOVED DURING THE YEAR IN QUESTION sresssesnsssnnssmsmsrsnnsnnsnsnsnnn

Conteal arsd Risks Remoneration and Appointments Earoutie

Mo. of meetings held during the Reference Period: 11 Commirtes: 1 Gl Comenittes: N /A

Indicate the guorwm required for the submission of lists by minorities for the election of one or more members (pursuant to article 147-ter of the TUF): 2.5% |

NOTES

The following symbols must be inserted in the “Position” column:

« This symbol indicates the director responsible for the internal control and risk management system.

QThis symbol indicates the Issuer’s senior manager (Chief Executive Officer or CEO).

OThis symbol indicates the Lead Independent Director (LID), where applicable.

* The date of first appointment of each director is the date on which the director was appointed for the very first time to the Issuer’s Board of Di-
rectors.

** This column shows the list from which each director was drawn (“M”: majority list; “m”: minority list; “BoD”: list submitted by the BoD).

*** This column shows the number of directorial or statutory auditor positions held by the person concerned in other companies listed on regulated
markets, including abroad, in financial, banking, insurance or other companies of significant size. The Corporate Governance Report provides more
details on these positions.

(*). This column shows the participation of directors in the meetings of the Board of Directors and committees respectively.

(**). This column shows the status of the director within the Committee: “C”: chairman; “M”: member.
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TABLE 3: STRUCTURE OF THE BOARD OF STATUTORY AUDITORS

Attendance at
Date of first . Board of No. of other posts
. Year of List Statutory
Position Members int " Start of term | End of term Ind. CC Auditors i
birth appou:: men e meetings
Fdk
Shareholders'
Massi Meeting to
Chairman C;;S‘“m" 1965 28022005 | 08.07.2019 approve the | N/A - 5/5 3
omagno 2021 financial
statements
Shareholders'
Eeter Meeting to
Standing S fin 1966 28.02.2005 08.07.2019 approve the N/A ] 5/5 1
Auditor Ammarine 2021 financial
statements
Shareholders'
Meeting to
Standing Antonio Mucci 1946 12.06.2009 08.07.2019 approve the N/A [ 2/5 2
Auditor 2021 financial
statements
Shareholders'
. . Meeting to
Alternate Giovanai 1942 | 29062011 N/A approve the | N/A | N/A N/A N/A
Auditor Carlozzi )
2021 financial
statements
Shareholders'
. . Meeting to
Alternate Giovanai 1941 29.06.2011 N/A approve the | N/A | NJA N/A N/A
Auditor Carlozzi )
2021 financial
statements
e STATUTORY AUDITORS REMOVED DURING THE YEAR IN QUESTION --—---memmemmmem -
Surname Name N/A
Number of meetings held during the Reference Period: 5
Indicate the quorum required for the submission of lists by minorities for the election of one or more members (pursuant to article 148 of the TUF): 2.5%

NOTES

* The date of first appointment of each statutory auditor is the date on which they were appointed for the very first time to the Issuer’s Board of

Statutory Auditors.

** This column shows the list from which each statutory auditor was drawn (“M”: majority list; “m”: minority list).

*** This column shows the participation of statutory auditors in the meetings of the board of Statutory Auditors.

****This column shows the number of director or statutory auditor positions held by the person in question pursuant to article 148-bis of the Conso-
lidated Law on Finance and the related implementing provisions contained in the Consob Issuers’ Regulation. The full list of positions is published

by Consob on its website in accordance with article 144-quinquiedecies of the Consob Issuers’ Regulation.
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Annex A - List of the main positions held by the Directors

List of the main positions held, at the date of this Report, by each Director in other companies listed on
regulated markets, including abroad, in financial, banking, insurance or other companies of significant
size.

Name and surname Company Position Starus

Angelo Mastrolia Chairman of the Board of
TMT Property S.cl In office

Directors.

Chairman of the Board of

Newservice S.cl In office
Directors

Chairman of the Board of
New Property S.p.A. In office
Directors

Newlat Group SA Sole Director In office

Latterie Riunite Piana del Sele

Liquidator In office
S.cl in liquidation
Biochemia System S.rl. Sole Director In office
ABGM Group S.A. Sole Director In office
CFR Hypermarché S.A. Sole Director In office
La Standa — Grandi Magazzim
Manager In office
Sagl
TMT Group S.A. Sole Director In office
Giuseppe Mastrolia New Property Sp.A. Chief Executive Officer In office
TMT Property S.cl. Director In office
Stefano Cometto Vice-Chairman and Chief In office

Newservice S.r.l
Executive Officer

RA Creations S.cls in iquidation  Liquidator In office

Gopura Consulting Srl.s Sole Director In office
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Benedetta Mastrolia New Property Sp.A. Director In office

Emanuela Paola Banfi Interspac S.cl. Director In office

Valentina Montanari Cerved Group S.p.A. Director In office

Member of Remmuneration In office
and Appointments

Commuttee

Member of Control and In office

Risks Commuittee

Mediolanum Fund Management Director In office
SGR p.A.
DB Cargo Italia Sl Director In office
Eric Sandrin Kering Luxembourg SA Director In office
Kenng Studio General Manager (Direcienr In office
Général)
Boucheron Uk Limited Director In office
Bottega Veneta International Sarl ~ Director In office
Autumnpaper Limited Director In office
Birdswan Solutions Limited Director In office
Alexander  Mcqueen Trading Director In office
Limited
Balenciaga Uk LTD Director In office
Balenciaga Japan LTD Director In office
Boucheron Holding SAS Member of the Strategic In office

Committee (comite strategiqire)

Kering Eyewear Apac Limited Director In office
Stella Mccartney Limited Director In office
Kering Holland NV Director In office
Balenciaga SA Director In office

150

ANNUAL REPORT 2019



GG France 14 Chairman In office
Boucheron Joaillerie (USA), INC  Director In office
Kerng (China) Enterprise  Director In office
Management Limited

Lgi (Shanghai) Enterprise  Supervisor In office
Management LTD

GG France 13 Chairman In office
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Annex B - List of the main positions held by the Statutory Auditors

List of the main positions held, at the date of this Report, by each Statutory Auditor in other companies
listed on regulated markets, including abroad, in financial, banking, insurance or other companies of
significant size.

Name and surname Company Position Status
Massimo Carlomagno  New Property Sp.A. Chairman of the Board of In office
Statutory Auditors
Koig Italy Sp.A. Standing Auditor In office
Bakoo S.p.A. Standing Auditor In office

Ester Sammartino

New Property S.p.A. Standing Auditor In office
Antonio Mucci New Property S.p.A. Standing Auditor In office
Finmolise S.p.A. Standing Auditor In office
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CONSOLIDATED FINANCIAL STATEMENTS AT 31 December 2019

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

{en € thousands) G s Diecernbees 31

s 2019 2018
Non-current assets
Property, plant and equipment 8.1 31,799 25414
Right-of-use assets 8.2 17,326 18,429
of which transactions with related parties 9467 12,227
Intangible assets 83 25,217 6,715
Non-current financial assets measured at fair value through profit 8.4 31
or loss 42
Financial assets valued at amortised cost 84 866 858
of which transactions with related parties 735 735
Prepaid tax assets 8.6 5,034 4,842
Total non-current assets 80,284 56,288
Current assets
Inventories 8.7 25,880 21,797
Trade receivables 8.8 49,274 al372
of which transactions with related parties 19 1,124
Current tax assets 62 716 797
Other receivables and current assets 8.10 4701 22,957
of which transactions with related parties 20,000
Current financial assets measured at fair value through profit or 811
loss 4 4
Cash and cash equivalents 812 100,884 37,683
of which transactions with related parties 45,338 37,345
Total current assets 181,459 134,610
TOTAL ASSETS 261,743 190,898
Shareholders’ equity
Share capital 40,780 27,000
Reserves 43,593 20,359
Net profit/loss 7,173 3,361
Total net equity 8.13 91,546 50,720
Non-current liabilities
Provisions for employee benefits 8.14 10,646 10,569
Provisions for risks and contingencies 815 1,396 1,008
Deferred tax liabilities 8.6 3,850 -
Non-current financial liabilities 8.16 12,000 1,691
Non-current lease liabilities 8.3 13,032 14,052
of which transactions with related parties 6,989 9,700
Other non-current liabilities &1 600 -
Total non-current liabilities 41,524 27,320
Current liabilities
Trade payables 8.18 85,592 70,485
of which transactions with related parties 149 195
Current financial liabilities 8.16 22,456 26,106
Current lease liabilities 83 4,776 4,988
of which transactions with related parties 2,341 2,676
Current tax liabilities ae 471 410
Other current liabilities 8.19 15,379 10,869
Total current liabilities 128,674 112,858
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 261,743 190,898
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CONSOLIDATED INCOME STATEMENT

: Year ended 31 December

(tn € thonsands) Notes

2019 2018
Revenue from contracts with cuistomers ) 270,752 251,583
of which transactions with related parties - 26,442
Cost of sales 92 (224,355) (215,432)
of which transactions with related parties (3,357) (2.874)
Gross operating profit/ (loss) 46,397 36,151
Sales and distribution costs 0:2 (25,108) (21,023)
Administrative costs 9.2 (11,511) (10,309)
of which transaciions with related parties #17) (&10)
Net write-downs of financial assets 93 (674) (937)
Other revenue and income 94 4,642 4,630
Other operating costs 25 (2,954) (2,458)
Operating profit/ (loss) 10,792 6,055
Financial income 9.6 438 1,121
of which transactions with related parties 408 1,026
Financial expenses 9.6 (1.852) (1,942)
of which transactions with related parties (7135) #70)
Profit (loss) before taxes 9,377 5,233
Income taxes 27 (2,204) (1,873)
Net profit/loss 7,173 3,361
Basic net profit/(loss) per share 0.8 0.25 0.12
Diluted net profit/(loss) per share 9.8 025 0.12

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

B J Not Year ended 31 December
inn € thonsands, otes

) 2019 2018
Net profit/ (loss) (A) 1D 3,361
a) Other components of comprehensive income that
will not be subsequently reclassified to the income
statement:
Actuanal gains/ (losses) 8.13 (343) 209
Tax effect on actuarial gains/(losses) 8.13 94 (67)

Total other components of comprehensive income
that will not be subsequently reclassified to the (249) 142
income statement

Total other components of comprehensive income,

net of tax effect (B) (249) 142

Total comprehensive net profit/ (loss) (A)+(B) 6,924 3,503
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

: Sh Net Total
(inn € thonsands) v Reserves G i .net
capital proﬁt/ loss equity

At 31 December 2018 27,000 20,362 3,361 50,720
Allocation of net profit/(loss) for the previous year 3,361 (3,361) -
Newlat Deutschland combination - (42,367) - (42,367)
Total transactions with shareholders - (42,367) - (42,367)
Share capital increase via [IPO 13,780 13,780
Increase in the share premium reserve 66,147 66,147
IPO costs (5,077) (5,077)
Tax benefit - IPO costs 1416 1,416
IPO total 13,780 62,486 - 76,267
Net profit/loss 7113 7173
Actuarial gains/ (losses) net of the related tax effect (249 (249)
Total comprehensive net profit/(loss) for the year - (249) 7,173 6,924
At 31 December 2019 40,780 43,591 1,173 91,546
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CONSOLIDATED CASH FLOW STATEMENT

(i € thonsands) Notes i sans s

2019 2018
Profit (loss) before taxes 9,377 5233
- Adjustnments for:
Amortisation, depreciation and write-downs 8.1-8.2-8.3 9,989 11,291
Capital losses/(gains) on disposal 8.23-8.24 84 (3)
Financial expense/ (income) 8.25 1,367 821
of whick transactions with related parties 273 555
Other non-monetary changes 8.7-8.8-8.15-8.16 2,025 (6,704
Cas.sh. .flow generated / (absorbed). by o.perating 22842 10,639
activities before changes in net working capital
Increase (decrease) in inventory 8.7 982 403
Increase (decrease) in trade receivables 8.8 409 232
Increase (decrease) in trade payables 8.18 (4,981) 1.590
Change in other assets and liabilities 8.5-8.10-8.17-8.19 12753 (1,972)
of which transaciions with related parties 10,000
Use of provisions for risks and charges and for employee 814.815
benefits (1,421) (153)
Taxes paid 8.9 (399) 32
l::itv;::ilesll flow generated /(absorbed) by operating 30,165 10,751
Investments in property, plant and equipment 8.1-82 (3,462) (4,178)
Investments in intangible assets 8.3 (760) (132)
Disposal of property, plant and equipment 8.1-8.2 9
Divestment of financial assets 8.5-8.11 i
Deferred fee for acquisitions 8.17-8.19 (2,512)
Acquisition of Delverde Industrie Alimentan Sp.A. 8.13 (2,795)
Acquisition of Newlat Deutschland 8.13 (27,625)
Ne.t :c;}sh flow generated /(absorbed) by investment (37,154) (4,024)
activities
New long-term financial debt 8.16 15,000 -
Repayments of long-term financial debt 8.16 (15,811) (9,221)
Repayments of lease liabilities 8.3 (4,176) (4.,862)
of which transactions with related parties (3,045) (2,940)
Net interest expense 9.6 (1,368) (701)
IPO fee 8.13 76,545
Ne.t .c.ash flow generated/(absorbed) by financing 70,190 (14,784)
activities
Total changes in cash and cash equivalents 63,201 (8,056)
Cash and cash equivalents at start of year 37,683 45,740
of which trancactions with related parties 37,345 45,323
Total changes in cash and cash equivalents 63,201 (8,056)
Cash and cash equivalents at end of year 100,884 37,683
of which transaciions with related parties 45,338 37,345
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Reconciliation statement at 31 December 2019
with the values of the Parent Company’s separate financial statements

of which
Net profit
for the
(In € thousands) Equity period
Balances resulting from the Parent Company's separate financial statements 134,293 1,475
Effect of full consolidation: -
- Ditference between the book value of the consolidated subsidiary
Newlat GmbH and the relative share of equity (42,748)
- Pro-rata results achieved by the investee in the period 1-11/31-12-2019 (302)
Shareholders' equity and profit/loss for the period from the Group's consolidated
financial statements 91,545 TS
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EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AT 31 December 2019

1.1 General information and significant transactions carried out in 2019

Newlat Food S.p.A. (hereinafter “Newlat”, the “Company” or the “Parent Company” and, together with the
company it controls, the “Newlat Group” or the “Group”) is incorporated in Italy in the form of a public
limited company, which operates under Italian law. The Company has its registered office at Via J. F.
Kennedy 16, Reggio Emilia.

The Newlat Group is a group operating in the food sector with a large and structured product portfolio
organised into the following business units: Pasta, Milk Products, Bakery Products, Dairy Products, Special
Products and Other Activities.

The Company is subject to management and control by the parent company Newlat Group S.A. (herei-
nafter “Newlat Group”), a company that directly owns 66.2% of the share capital, while the remaining
part (33.8%) was placed and subscribed by institutional investors.

Acquisition of Newlat Deutschland GmbH

On 20 June 2019, the Company entered into a contract with Newlat Group, the parent company of
Newlat Food, for the purchase of Newlat Group’s 100% stake in Newlat GmbH Deutschland (hereinafter
“Newlat Deutschland”) (the “Newlat Deutschland Acquisition Agreement”).

The transfer of ownership of the shares in Newlat Deutschland took place at the same time as the
Company’s shares began trading on the MTA stock market, on 29 October 2019. This newly controlled
company was therefore included in the scope of consolidation as of 1 November 2019.

The fee for the acquisition of all the shares in Newlat Deutschland, as a preliminary estimate of the final
fee, was €55 million. The final fee was determined on the basis of the following contractual formula:
Average EBITDA recorded by Newlat Deutschland in 2016, 2017, 2018 and the first half of 2019 x 8 +/-
the net financial position at the effective date of the transfer of ownership of Newlat Deutschland sha-
res to Newlat,i.e.on 29 October 2019. The methods of calculating the net financial position and EBITDA
that were useful for determining the final consideration had been defined in the contract.

The provisional fee, equal to €55 million, was paid by Newlat Food to Newlat Group through the pay-
ment of: (i) an amount of €10 million on 31 December 2018 and (ii) an additional five tranches, for a
total of €45 million, between 13 May and 18 June 2019.

The price adjustment,amounting to €13.3 million,was settled between the parties on 2 December 2019
and subsequently paid by the end of 2019.

Following this extraordinary transaction, values of the statement of financial position and the income
statement in the consolidated financial statements at 31 December 2019 are not fully comparable with
those of the previous financial year. Consequently, these Explanatory Notes mention below, where si-
gnificant, the effects on the financial statement items deriving from the purchase of the stake in Newlat
GmbH.

Being an acquisition between related parties under common control, the difference emerging when off-
setting the value of the equity investment against the corresponding amount of equity of the acquired
company was recorded as a reduction of consolidated shareholders’ equity. This difference is expressed,
in the approximate amount of €42 million, in the changes in consolidated shareholders’ equity for the
2019 financial year, and in the reconciliation statement between the shareholders’ equity from the se-
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parate financial statements (in which the value of the investment in Newlat GmbH was booked at the
actual purchase price) and the shareholders’ equity from the consolidated financial statements.

Acquisition of Delverde Industrie Alimentari S.p.A

On 9 April 2019, Newlat entered into a contract with Molinos del Plata S.L.U.and Molinos Rio de la Plata
S.A. to buy shares representing the entire share capital of Delverde Industrie Alimentari S.p.A. (the “Ac-
quisition of Delverde”). The transaction was executed simultaneously with the signing of the contract.

The contract for the Acquisition of Delverde provided for a provisional price, paid by Newlat Food on
the execution date, of €3,775 thousand, which was subsequently adjusted on the basis of the differen-
ce between the values of the net financial position and working capital conventionally determined by
the parties and the actual values on the execution date. The methods for calculating the net financial
position and working capital used to determine the consideration have been defined within the scope
of the contract. Further (decreasing) adjustments to the price were envisaged, on the one hand with
reference to contingent liabilities relating to the period prior to the transaction execution date due
to discount agreements in favour of large-scale retailers, and, on the other hand, with reference to
the non-collection of receivables, net of the related provision for bad debts recorded in the financial
statements. The positive price adjustment amounted to €147 thousand, collected by Newlat Food on 3
December 2019.

Merger by incorporation of Delverde Industrie Alimentari S.p.A.
into Newlat Food S.p.A.

On 6 September 2019,the Board of Directors of Newlat S.p.A.approved the proposed merger by incorpo-
ration of the wholly owned subsidiary Delverde Industrie Alimentari S.p.A. The transaction falls within
the scope of the Newlat Group 2020-2022 Strategic Plan, with continuation of the policy of improved
efficiency, streamlining and simplification of production flows and processes, allowing synergies to be
achieved and overall costs to be reduced as of 2020. This extraordinary merger operation has no effect
on the Group’s consolidated financial statements at 31 December 2019, which already reflect Delverde’s
results from the date of acquisition (9 April 2019).

On 17 September 2019, by a notarial deed of merger, in the presence of the Notary Ciro De Vivo, the
parent company Newlat Food S.p.A. resolved to incorporate Delverde Industrie Alimentari S.p.A. with
subsequent legal effects on 31 December 2019 and accounting effects on the date of acquisition (i.e.9
April 2019).

The transaction was recognised according to the provisions included in IFRS 3 - “Business Combinations”,
as it is an acquisition. No difference emerged when offsetting the value of the equity investment against
the corresponding amount of equity of the incorporated company restated in accordance with IFRS.

Following this extraordinary transaction, values of the statement of financial position and the income
statement in the consolidated and separate financial statements of Newlat Food at 31 December 2019
are not fully comparable with those of the previous financial year. Consequently, these Explanatory No-
tes mention below, where significant, the effects on the financial statement items deriving from the pur-
chase of the assets and liabilities of the subsidiary Delverde Industrie Alimentari S.p.A. The accounting
values, prepared in compliance with IAS/IFRS, not including definitive purchase price allocation records,
of the subsidiary Delverde Industrie Alimentari S.p.A at 31 December 2019 are given below:
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(tn € thousands) IFRS reporting package

Revenue from contracts with customers 11,431
Cost of sales (8,923)
Gross operating profit/ (loss) 2,509
Sales and distribution costs (1,626)
Administrative costs (2,041
Net write-downs of financial assets 0
Other revenue and income 658
Other operating costs -124
Operating profit/ (loss) -624
Financial income 1
Financial expenses -162
Profit (loss) before taxes -785
Income taxes 64
Net proﬁl/ loss -721
(in € thousands) IFRS reporting package
Non-current assets

Property, plant and equipment 2,261
Right-of-use assets 4,358
Intangible assets 183
Non-current financial assets measured at fair value through profit or loss 10
Financial assets valued at amortised cost 9
Prepaid tax assets 0
Total non-current assets 6,821
Current assets

Inventories 2513
Trade receivables 2563
Current tax assets 58
Other recervables and current assets 410
Current financial assets measured at fair value through profit or loss 0
Cash and cash equivalents 883
Total current assets 6,377
TOTAL ASSETS 13,198
Shareholders’ equity 2,753
Non-current liabilities

Provisions for employee benefits 129
Provisions for risks and contingencies 200
Deferred tax Liabilities 68
Non-current financial liabilities 0
Non-current lease liabilities 3.459
Other non-current liabilities 0
Total non-current liabilities 3,955
Current liabilities

Trade payables 4,073
Current financial labilities 381
Current lease liabilities 316
Current tax liabilities 0
Other current liabilities 1,721
Total current liabilities 6,491
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 13,198
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Merger by incorporation of Centrale del Latte di Salerno S.p.A.
into Newlat Food S.p.A.

On 6 September 2019, the Board of Directors of Newlat S.p.A. approved the proposed merger by incor-
poration of the wholly owned subsidiary Centrale del Latte di Salerno S.p.A. The transaction falls within
the scope of the Newlat Group 2020-2022 Strategic Plan, with continuation of the policy of improved
efficiency, streamlining and simplification of production flows and processes, allowing synergies to be
achieved and overall costs to be reduced as of 2020. This extraordinary merger operation did not have
any effects on the Group’s Consolidated Financial Statements at 31 December 2019, as Centrale del
Latte di Salerno was already previously wholly owned by the Parent Company.

On 17 September 2019, by a notarial deed of merger, in the presence of the Notary Ciro De Vivo, the pa-
rent company Newlat Food S.p.A.resolved to incorporate Centrale del Latte di Salerno S.p.A. with subse-
quent legal effects on 31 December 2019 and accounting and tax effects backdated to 1 January 2019.

With no specific indications in the international accounting standards, the transaction was recognised
according to the provisions of the Assirevi document OPI no. 2R which, in the case of mergers not clas-
sified as a purchase, require the application of the principle of continuity of value, given the lack of an
exchange with third party economies. In particular, this interpretation gives importance to the existen-
ce of a control relationship and to the previous purchase cost, and relative purchase price allocation,
deriving from the Group’s previous consolidated financial statements. As laid down in OPI no. 2R, the
difference emerging when offsetting the value of the equity investment and the corresponding share
of equity of the incorporated company shown in the consolidated financial statements, totalling €4,708
thousand, was classified as an increase in shareholders’ equity in the amount of €916 thousand (as
retained earnings of the investee) and as goodwill in the amount of €3,863, being consistent with the
values with the Consolidated Financial Statements at 31 December 2018.

With regard to this extraordinary transaction, values of the statement of financial position and the inco-
me statement in the consolidated financial statements at 31 December 2019 are fully comparable with
those of the previous financial year.

Business combinations

Business combinations, by virtue of which control of a business is acquired, are recognised in accordance
with IFRS 3 “Business combinations”, applying the so-called acquisition method. In particular, the iden-
tifiable assets acquired and the liabilities and contingent liabilities assumed are recognised at their
current value on the date of acquisition, i.e. the date on which control is acquired (the “Acquisition
Date”), with the exception of deferred tax assets and liabilities, employee benefit assets and liabilities
and assets held for sale, which are recognised in accordance with the relevant accounting principles. If
positive,the difference between the cost of acquisition and the current value of the assets and liabilities
is recorded in intangible assets as goodwill; if negative, after having checked that the current values of
the assets and liabilities acquired and the cost of acquisition have been properly measured, it is recor-
ded directly in the statement of other comprehensive income, as revenue.

ANNUAL REPORT 2019



Minority interests on the date of acquisition can be measured at fair value or at the pro-rata of the va-
lue of the net assets recognised for the acquired company. The valuation method is chosen on a tran-
saction-by-transaction basis.

When the assets and liabilities of the acquired business are calculated on a provisional basis, this must
be completed within twelve months of the date of acquisition, taking into account only information
relating to facts and circumstances existing at the Acquisition Date. In the year in which the aforemen-
tioned calculation is concluded, the provisionally recognised values are adjusted with retrospective ef-
fect. The ancillary expenses of the transaction are recognised in the statement of other comprehensive
income at the moment at which they are incurred.

The cost of acquisition is represented by the fair value on the Acquisition Date of the assets transferred,
the liabilities assumed and the equity instruments issued for the purpose of the acquisition, and also
includes the contingent consideration, i.e. the part of the fee whose amount and disbursement are
dependent on future events. The contingent consideration is recognised on the basis of its fair value
at the Acquisition Date, and subsequent changes in fair value are recognised in the statement of other
comprehensive if the contingent consideration is a financial asset or liability, while contingent consi-
derations classified as equity are not restated and the subsequent elimination occurs directly in equity.

Where control is acquired in subsequent phases, the acquisition cost is determined by adding the fair
value of the investment previously held in the acquiree and the amount paid for the additional portion.
Any difference between the fair value of the investment previously held and its carrying value is char-
ged to the statement of other comprehensive income. When control is acquired,any amounts previously
recognised as other components of comprehensive income are recognised in the statement of other
comprehensive income or, if such reclassification is not envisaged, in another shareholders’ equity item.

On 9 April 2019, Newlat entered into a contract with Molinos del Plata S.L.U.and Molinos Rio de la Plata
S.A.to buy and sell shares representing the entire share capital of Delverde.

The following table provides the book values of the net assets acquired as part of the Delverde Acqui-
sition:

(in € thonsands)

Contingent consideration (A) 3,775
Property, plant and equipment 2,542
Right-of-use assets 4,739
Intangible assets 208
Non-current financial assets measured at fair value through profit or loss 10
Financial assets valued at amortised cost 8
Total non-current assets 7,507
Inventories 2,794
Trade receivables 2.145
Current tax assets 46
Other receivables and current assets 1,044
Cash and cash equivalents 2,168
Total current assets 8,197
TOTAL ASSETS 15,704
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Provisions for employee benefits 118

Provisions for risks and contingencies 361
Deferred tax liabilities 4
Non-current lease liabilities 3,885
Total non-current liabilities 4,359
Trade payables 4.266
Current financial liabilities 603
Current lease liabilities 423
Current tax liabilities 55
Other current habilities 2.232
Total current liabilities 7,579
TOTAL LIABILITIES 11,938
Net assets acquired (B) 3,775

Difference between contingent consideration and net assets acquired (C=A-B) -

Listing on the Stock Exchange on 29 October 2019 and accounting for listing costs

On 29 October 2019, Newlat Food SpA successfully concluded operation to list its own shares on the
STAR segment of the Mercato Telematico Azionario (‘MTA”), organised and managed by Borsa Italiana.
The transaction, carried out entirely in the form of a Public Offer for Subscription, raised €79,927 thou-
sand from subscription fees for the newly issued shares, including the issue premium, with a correspon-
ding gross increase in consolidated shareholders’ equity at 31 December 2019 (share capital and share
premium reserve). In accordance with the provisions of IAS 32, the IPO listing, amounting to €5,077
thousand, were recorded as a direct reduction in shareholders’ equity, net of the related tax benefit of
€1,416 thousand, giving a total net increase in consolidated shareholders’ equity at 31 December 2019
of €76,267 thousand.

The aforementioned extraordinary transactions carried out by the Newlat Group in the year ended 31
December 2019 affect the comparability of the consolidated financial statements at 31 December 2019
with the consolidated accounting data for the previous year ended 31 December 2018.

2 ADOPTED ACCOUNTING STANDARDS

The accounting standards and measurement criteria adopted in the preparation and drafting of the
annual report at 31 December 2019 are set out below.

The annual report at 31 December 2019 has been drafted in accordance with International Financial
Reporting Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB”) and endor-
sed by the European Union.“IFRS” should also be taken to include the International Accounting Standards
(“IAS”) still in force, as well as all interpretative documents issued by the IFRS Interpretations Committee,
formerly the International Financial Reporting Interpretations Committee (“IFRIC”) and even earlier the
Standing Interpretations Committee (“SIC”).

The preparation of financial statements in accordance with IFRS requires judgements, estimates and
assumptions that have an effect on the assets, liabilities, costs and revenues. The final results may be
different to those obtained through these estimates. The financial statement items that most require
greater subjectivity on the part of the directors when producing the estimates and for which a change
in the conditions underlying the assumptions used could have a significant impact on the financial
statements are: goodwill, depreciation and amortisation of non-current assets, deferred taxes, the pro-
vision for doubtful receivables and the provision for inventory write-downs, the provisions for risks, the
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defined benefit plans for employees and the payables for the purchase of equity investments contained
in the other liabilities.

In particular, discretionary measurements and significant accounting estimates relate to the determina-
tion of the recoverable amount of non-financial assets calculated as the greater of fair value less costs
to sell and value in use. Value in use is calculated based on a discounted cash flow model. The recove-
rable value depends significantly on the discount rate used in the discounted cash flow model, as well
as on expected future cash flows and the growth rate used. The key assumptions used to determine the
recoverable value for the two cash-generating units, including a sensitivity analysis, are described in
note 8.3 of the Consolidated Financial Statements at 31 December 2019.

The use of significant accounting estimates and assumptions also relates to the determination of the
fair value of assets and liabilities acquired as part of business combinations. In fact, at the date of
acquisition, the Group must separately recognise, at their fair value, assets, liabilities and contingent
liabilities identifiable and acquired or assumed as part of the business combination, and determine
the present value of the strike price of any call options on minority shares. This process requires the
preparation of estimates, based on valuation techniques, which require judgement in the forecasting of
future cash flows as well as the development of other assumptions such as long-term growth rates and
discount rates for valuation models developed also with the use of experts outside the management
team.The accounting impacts of the determination of the fair value of the assets acquired and liabilities
assumed, as well as of the call options of minority interests for the business combinations that occurred
during the year, are provided in the previous paragraph of this Note.

2.1 Basis of preparation

The Consolidated Financial Statements consists of the statement of financial position, the income sta-
tement, the statement of changes in shareholders’ equity, the statement of cash flows and the notes.

The layout adopted for the statement of financial position provides for the separation of assets and
liabilities between current and non-current.

An asset is classified as current when:

e it is assumed that this activity is carried out, or is owned for sale or consumption, in the normal course
of the operating cycle;

e it is held primarily for the purpose of trading;
e it is assumed that it will be realised within twelve months of the reporting date;

e it consists of cash and cash equivalents (unless it is prohibited to exchange it or use it to settle a lia-
bility for at least twelve months from the reporting date).

All other assets are classified as non-current. In particular, IAS 1 includes property, plant and equipment,
intangible assets and long-term financial assets as non-current assets.

A liability is classified as current when:
e it is expected to be extinguished in the normal operating cycle;

e it is held primarily for the purpose of trading;
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« it will be extinguished within twelve months of the reporting date;

e there is no unconditional right to defer its settlement for at least twelve months from the reporting
date. Clauses of a liability that could, at the discretion of the counterparty, result in its extinction throu-
gh the issue of equity instruments do not affect its classification.

The chosen income statement layout provides for the classification of costs by destination.

The statement of other comprehensive income includes the result for the year and, with the same cate-
gories, income and expenses that, according to IFRSs, are directly recognised under equity.

The statement of changes in equity includes, in addition to the total gains / losses for the period, the
amounts of transactions with shareholders and movements in reserves during the year.

In the statement of cash flows, the financial flows from operating activities are presented using the
indirect method, under which the profit or loss for the year is adjusted by the effects of non-monetary
operations, by any deferral or provision of previous or future operating inflows or outflows, and by ele-
ments of revenue or costs related to financial flows deriving from investment activities or financing
activities.

The Consolidated Financial Statements have been prepared in thousands of euro, the functional cur-
rency of the Group. The statement of financial position, income statement, statement of cash flows,
explanatory notes and tables are in thousands of euro, unless otherwise indicated.

The consolidated financial statements were prepared:
e on the basis of the best knowledge of IFRSs and taking into account the best doctrine on the subject;;

e under the going-concern principle, in accordance with the principle of accrual accounting, in com-
pliance with the principle of materiality of information and substance over form, and with a view to
encouraging consistency with future presentations. The assets and liabilities and costs and revenues are
not offset against each other, unless this is permitted or required by international accounting standards;

 on the basis of the conventional historical cost criterion, except for the measurement of financial as-
sets and liabilities in cases where application of the fair value criterion is mandatory.

Criteria for preparation of the consolidated financial statements

The consolidated financial statements were prepared in order to represent the assets, liabilities, reve-
nues and costs directly and indirectly attributable to the Newlat Group.

In relation to the criteria for aggregating financial information, it should be noted that the acquisition
of Newlat Deutschland is a business combination under common control and, as such, is recognised in
accordance with document OPI No.1 R (ASSIREVI preliminary guidance on IFRS). In particular, these bu-
siness combinations were implemented for purposes other than the transfer of control,and essentially
represent a simple corporate reorganisation. With this in mind, since the aforementioned transactions
do not have a significant influence on the cash flows of the net assets transferred before and after
acquisition, they were recognised on the basis of continuity of values. In addition, it should be noted
that, since these transactions are settled by payment of a consideration in cash, the difference between
the transfer value (amount of the consideration in cash) and the historical book values transferred
represents a transaction with shareholders to be recognised as a distribution of the purchasing entity’s
shareholders’ equity.
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2.2 Consolidation criteria and methodology

The Consolidated Financial Statements include the results, assets and liabilities and cash flows of
Newlat Food and the subsidiaries approved by the respective administrative bodies, prepared on the
basis of their relative accounting situations and, where applicable, adjusted accordingly to bring them
into compliance with IFRS.

The reporting date of the consolidated entities is aligned with that of the Parent Company.
The following table summarises, with reference to the companies included in the scope of the Consoli-

dated Financial Statements, the information relating to the company name, registered office, functional
currency and share capital at 31 December 2019:

Share capital

] Currenc at 31
Name Registered Office - December 2019
(in EUR)
Newlat Food S.p.A. Italy - Via J.F. Kennedy 16, Reggio Emilia EUR 40,780,482
Newlat GmbH Deutschland Germany - Franzosenstrabe 9, Mannheim EUR 1,025,000

It should be noted that at the reference dates of the Consolidated Financial Statements, all the com-
panies included within the scope were consolidated using the line-by-line method and no minority
interests were recognised.

In preparing the Consolidated Financial Statements, all balances and transactions carried out between
the companies included in the scope have been eliminated and therefore the Consolidated Financial
Statements do not include any of the transactions in question.

During the year under review, the changes in the scope of consolidation concern the acquisitions of
Delverde Industrie Alimentari S.p.A. and Newlat Deutschland.

Subsidiaries

An investor controls an entity when: (i) it is exposed, or has rights, to variable returns from its involve-
ment with the entity and (ii) it has the ability to affect those returns through its power over said entity.
The existence of control is checked every time facts and/or circumstances point to a change in one of
the aforementioned elements constituting control. Subsidiaries are consolidated using the line-by-line
method from the date on which control was acquired. They cease to be consolidated from the date on
which control is transferred to third parties. The following criteria were adopted for line-by-line conso-
lidation:

e lassets and liabilities and income and expenses of the subsidiaries are consolidated line-by-line, at-
tributing to the minority shareholders, where applicable, their portion of equity and net profit/loss for
the period; these portions are shown separately in equity and the statement of other comprehensive
income;
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* gains and losses, including related tax effects, on transactions between companies consolidated on a
line-by-line basis and unrealised gains and losses on transactions with third parties are derecognised,
except for losses that are not derecognised if the transaction provides evidence of impairment of the
transferred asset. The mutual debit and credit positions, costs and revenues and financial expenses and
income are also eliminated.

Conversion of items in foreign currency

Transactions in currencies other than the functional currency are recognised at the exchange rate on
the date of the transaction. Monetary assets and liabilities in currencies other than the euro are then
adjusted at the exchange rate in place on the reporting date. Exchange rate differences that may arise
are reflected in the income statement under the item “Net gains/(losses) on foreign exchange”.

Intra-group transactions

Profits arising from transactions between consolidated companies and not yet realised with respect to
third parties are eliminated, as are the receivables, payables,income and expenses, guarantees, commit-
ments and risks between consolidated companies. Intra-group losses are not eliminated because they
are considered representative of impairment of the transferred asset.

2.3 Accounting standards and measurement criteria

Adopted accounting standards

The consolidated financial statements have been prepared in accordance with current IFRS issued by
the International Accounting Standards Board (“IASB”) and endorsed by the European Union at the end
of each of the reporting periods.

The Group exercised the right for early adoption, from 1 January 2018, of IFRS 16 “Leases”, in force from
1 January 2019, adopting the “modified retrospective approach”. IFRS 16 replaces the accounting standard
IAS 17 “Leases” and the interpretations IFRIC 4 “Determining whether an Arrangement contains a Lease”,
SIC 15 “Operating Leases - Incentives” and SIC 27 “Evaluating the Substance of Transactions Involving the

Legal Form of a Lease”.

Below are the criteria used with reference to the classification, recognition, measurement and dere-
cognition of the various asset and liability items, as well as the criteria used to recognise the income
components.

Property, plant and equipment

Property, plant and equipment is recognised as such only if the following conditions are met simulta-
neously:

e it is probable that the future economic benefits related to the asset will be enjoyed by the company;
* the cost can be reliably determined.

Property, plant and equipment are initially measured at cost, defined as the monetary or equivalent
amount paid or the fair value of other considerations made to acquire an asset, at the time of purchase
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or replacement. Subsequent to initial recognition, property, plant and equipment are valued using the
cost method, net of recorded depreciation and any accumulated impairment losses.

The cost includes the costs directly incurred to make their use possible, as well as any dismantling and
removal costs that will be incurred as a result of contractual obligations that require the return of the
asset to its original condition.

Costs incurred for maintenance and repairs of an ordinary and/or cyclical nature are directly charged to
the income statement when incurred. The capitalisation of the costs inherent in the extension, moder-
nisation or improvement of structural elements owned or used by third parties shall be carried out to
the extent that they meet the requirements to be classified separately as an asset or part of an asset.

Property, plant and equipment are depreciated on a straight-line basis over their useful lives. The useful
life estimated by the Group for the various categories of property, plant and equipment is shown below:

Category of assets Useful Life
[Land and buildings 10-33 years
Plant and machinery 4-20 years
Industnal and commercial equipment 2-9 years
Other assets 5-20 years

At the end of each financial year,the company checks whether significant changes have occurred in the
expected characteristics of the economic benefits deriving from the capitalised assets and, if so, modi-
fies the depreciation criterion, which is considered a change in accounting estimate in accordance with
IAS 8.

The value of the asset is completely reversed at the time of its disposal or when the company expects
that it will not be able to derive any economic benefit from its disposal.

Capital grants shall be accounted for when it is reasonably certain that they will be received and all
conditions relating to them are met. Contributions are then deducted from the value of assets or su-
spended among liabilities and credited pro rata to the income statement in relation to the useful life
of the related assets.

Intangible assets

An intangible asset is an asset that simultaneously fulfils the following conditions:

it is identifiable;

it is non-monetary;

it has no physical consistency;

it is under the control of the company preparing the accounts;

it is expected to produce future economic benefits for the company.
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If an asset does not meet the above requirements to be defined as an intangible asset, the expense
incurred to acquire it or generate it internally is recognised as a cost when incurred.

Intangible assets are initially stated at cost. The cost of intangible assets acquired from outside includes
the purchase price and any directly attributable costs.

Internally generated goodwill is not recognised as an asset, neither are intangible assets arising from
research (or the research phase of an internal project).

An intangible asset arising from development or the development phase of an internal project is reco-
gnised if compliance with the following conditions can be demonstrated:

« the technical feasibility of completing the intangible asset so as to be available for use or sale;

e the intention to complete the intangible asset for use or sale;

e the ability to use or sell the intangible asset;

e the manner in which the intangible asset is capable of generating future economic benefits and in
particular the existence of a market for the product of the intangible asset or for the intangible asset

itself or, if it is to be used for internal purposes, its usefulness;

« the availability of adequate technical, financial and other resources to complete the development and
the use or sale of the asset;

« the ability to reliably measure the cost attributable to the intangible asset during its development.

Intangible assets are measured using the cost method in accordance with one of the two different cri-
teria set out in IAS 38 (cost model and revaluation model). The cost model requires an intangible asset
to be recognised at cost after initial recognition, net of accumulated amortisation and any accumulated

impairment losses.

The useful life estimated by the Group for the various categories of intangible assets is shown below:

Category of assets Useful Life
Goodwill unlimited
[Drei1 Glocken and Birkel brands unlimited
Other brands 18 years
Softnare licences 5 years
Other assets 5 years
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The following main intangible assets can be identified within the Group:
Goodwill

Goodwill is classified as an intangible asset with an indefinite useful life and is initially accounted for
at cost, as previously described. It is then measured at least once a year to identify any impairment (see
in this regard the paragraph below “Impairment of goodwill, property, plant and equipment, intangible
assets and right-of-use assets “). Reversals are not permitted in the case of a previous write-down due
to impairment.

Trademarks with an indefinite useful life

Trademarks, for which the conditions for classification as intangible assets with an indefinite useful life
are met, are not amortised systematically and are subject to impairment testing at least once a year.

Intangible assets with a finite useful life

Intangible assets with a finite useful life are recognised at cost, as previously described, net of accumu-
lated amortisation and any impairment losses.

Amortisation begins when the asset is available for use and is systematically distributed in relation to
the residual possibility of use of said asset, i.e. on the basis of the estimated useful life; for the value to
be amortised and the recoverability of the carrying amount, the criteria indicated, respectively, in the
paragraphs “Property, plant and equipment” and “Impairment of goodwill, property, plant and equip-
ment, intangible assets and right-of-use assets” apply.

Investment property

An investment property is an immovable property (i.e. a piece of land, a building or part of it, or both)
owned for the purpose of receiving rent on it or for focusing on the long-term appreciation of invested
capital, or for both of these reasons. Possession may be exercised either by way of ownership or under
a finance lease agreement.

An investment property must be initially valued at cost, including the costs of the acquisition in the case
of both purchase and self-construction of the investment property. In the first case, the purchase cost
includes, in addition to the purchase price and by way of example, professional fees for the provision of
legal services, taxes for the transfer of ownership and any other cost of the transaction. Following initial
measurement, investment property is valued at depreciated cost.

Lease contracts

a) Right-of-use assets and lease liabilities - 31 December 2019 (IFRS 16)

The Group has exercised its right for early adoption, from 1 January 2018, of the new accounting stan-
dard IFRS 16 “Leases”, which replaces IAS 17 “Leases” and the related interpretations.

In accordance with IFRS 16, a contract is, or contains, a lease if, in exchange for consideration, it conveys
the right to control the use of a specified asset for a period of time. The contract is re-evaluated to verify
whether it is, or contains, a lease only if the terms and conditions of the contract are changed.

For a contract that is, or contains, a lease, each lease component is separated from the non-lease com-
ponents, unless the Group applies the practical expedient referred to in paragraph 15 of IFRS 16. This
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practical expedient allows the lessee to choose, for each class of underlying asset, not to separate the
non-lease components from the lease components and to recognise each lease component and the as-
sociated non-lease components as a single lease component.

The duration of the lease is determined as the non-cancellable period of the lease, to which must be
added both the following periods:

« periods covered by a [ease extension option, if the lessee is reasonably certain to exercise the option;
and

« periods covered by the lease termination option, if the lessee is reasonably certain not to exercise the
option.

In assessing whether the lessee is reasonably certain to exercise the option to extend the lease or not to
exercise the option to terminate the lease, all relevant facts and circumstances that create an economic
incentive for the lessee to exercise the option shall be considered. The lessee must redefine the lease
term in the event of a change in the non-cancellable lease period.

At the effective date of the contract, the Group recognises the right-of use-asset and the related lease
Liability.

At the effective date of the contract, the right-of-use asset is valued at cost. The cost of the right-of-use
asset includes:

« the initial value of the lease liability;

» payments due for the lease made on or before the effective date, net of the lease incentives received;
e the initial direct costs incurred by the lessee; and

« the estimate of the costs to be incurred by the lessee for the dismantling and removal of the under-
lying asset and for the restoration of the site where it is located or for the restoration of the underlying
asset under the terms and conditions of the lease, unless such costs are incurred for the production of

inventories.

On the lease start date, the lessee shall measure the lease liability at the current value of the payments
due for the lease but not yet paid. Payments due for the lease include the following amounts:

« fixed payments, net of any outstanding lease incentives;

« variable payments due for the lease that depend on an index or rate, initially measured using an index
or rate on the effective date;

 the amounts expected to be paid by the lessee as guarantees of the residual value;
« the exercise price of the purchase option,if the lessee is reasonably certain to exercise the option; and

* ease termination penalty payments, if the lease term takes into account the lessee’s exercise of the
lease termination option.

Payments due for the lease must be discounted using the implicit interest rate of the lease, if it can be
easily determined. If this is not possible, the lessee must use its marginal lending rate, i.e.the incremen-
tal interest rate that the company would have to pay to obtain a loan of the same duration and amount
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as the lease agreement.

Subsequent to initial recognition, right-of-use assets are measured at cost:

* net of accumulated depreciation/amortisation and impairment; and

e adjusted to take into account any restatement of the lease liability.

Subsequent to initial recognition, the lease liability is measured:

* by increasing the book value to take account of interest;

* by decreasing the book value to take account of lease payments that have been made; and

* by restating the book value to take account of any new valuations or changes in the lease or revision
of payments due for fixed leases.

In the case of lease changes that do not constitute a separate lease, the right-of-use asset is restated
(up or down), in line with the change in the lease liability at the date of the change. The lease liability is
restated according to the new terms of the lease agreement, using the discount rate at the date of the
change.

It should be noted that the Group makes use of two exemptions under IFRS 16, with reference to: (i)
short-term leases (i.e. leases with a duration of 12 months or less from the effective date), in relation to
certain categories of fixed assets,and (ii) leases of low-value assets (i.e.when the value of the underlying
asset, if new, is less than $5,000, for example). In such cases, the right-of-use asset and the related lease
liability are not recognised, and the payments due for the lease are recognised in the income statement.

Impairment of goodwill, property, plant and equipment, intangible assets and right-of-use assets

On each reporting date, a test is carried out to ascertain whether there are any indicators of impairment
of property, plant and equipment and intangible assets that are not fully depreciated/amortised or of
indefinite useful life.

Where these indicators are present, the recoverable value of the above-mentioned assets is estima-
ted, and any write-down is recognised in the Income Statement. The recoverable value of an asset is
the higher of the fair value, less costs to sell, and the related value in use, determined by discounting
the estimated future cash flows for that asset, including, if they are significant and can be reasonably
determined, those arising from the sale at the end of its useful life, net of any costs of disposal. In de-
termining the value in use, the expected future cash flows are discounted using a pre-tax discount rate
that reflects the current market valuations of the cost of the money, in proportion to the period of the
investment and the specific risks of the asset.

For an asset that does not generate largely independent cash flows, the recoverable value is determined
in relation to the cash generating unit (‘CGU”) to which that asset belongs.

Impairment is recognised in the income statement if the book value of the asset, or of the CGU to which
it is allocated, is higher than its recoverable value. The impairment of a CGU is initially recognised as a
reduction in the book value of any goodwill attributed to it and, therefore, as a reduction in other assets,
in proportion to their book value and within the limits of their recoverable value. If the conditions for a
previous write-down no longer exist, the book value of the asset is restored via the income statement,
up to the limit of the net book value that the asset in question would have had without write-down and
amortisation/depreciation. Reversals of goodwill impairment are not permitted in the case of a previous
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write-down due to impairment.

Financial assets

At the time of initial recognition, financial assets must be classified as “Financial assets at amortised
cost”, “Financial assets at fair value through other comprehensive income” or “Financial assets at fair
value through profit or loss” on the basis of the following elements:

* the entity’s business model for the management of the financial assets; and
 the characteristics of the financial asset’s contractual cash flows.

Financial assets are subsequently derecognised only if the disposal entails the substantial transfer of
all risks and rewards connected to the assets. On the other hand, if a significant portion of the risks and
rewards relating to the disposed financial assets has been retained, they continue to be recognised in
the financial statements, even if legally their ownership has been effectively transferred.

Financial assets at amortised cost

a) Financial assets at amortised cost — 31 December 2019 (IFRS 9)

This category includes the financial assets that meet both of the following conditions:
« the financial asset is held according to a “hold to collect” business model; and

» the contractual conditions of the financial asset provide for cash flows on certain dates which consist
only of payments of capital and interest on the amount of capital to be repaid ( “SPPI test” passed).

These assets are initially recognised at fair value inclusive of the transaction costs or income directly
attributable to the instrument. Subsequent to initial recognition, the financial assets in question are me-
asured at amortised cost using the effective interest method. The amortised cost method is not used for
assets valued at historical cost whose short duration makes the effect of discounting negligible, those
without a defined maturity or for revocable credit lines.

This category mainly includes trade receivables arising from the transfer of goods and the provision of
services, recognised in accordance with the terms of the contract with the customer in accordance with
IFRS 15 and classified according to the nature of the debtor and/or the expiry date of the receivable
(this definition includes invoices to be issued for services already rendered).

Moreover, since trade receivables are generally short-term and do not provide for the payment of in-
terest, the amortised cost is not calculated, and they are recognised on the basis of the nominal value
reported in invoices issued or contracts concluded with customers: this provision is also adopted for
trade receivables with a contractual maturity of more than 12 months, unless the effect is particularly
significant. The choice stems from the fact that the amount of short-term receivables is very similar
whether you apply the historical cost method or the amortised cost method, and the impact of discoun-
ting would therefore be wholly negligible.

Trade receivables are subject to impairment testing in accordance with IFRS 9. For the purposes of the
measurement process, trade receivables are divided into maturity time bands. For performing loans, a
collective assessment is made by grouping the individual exposures on the basis of similar credit risk.
The valuation is based on losses recorded for assets with similar credit risk characteristics based on
historical experience and takes into account expected losses.
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a) Financial assets at fair value through other comprehensive income - 31 December 2019(IFRS 9)
This category includes the financial assets that meet both of the following conditions:
« the financial asset is held according to a “hold to collect and sell” business model; and

« the contractual conditions of the financial asset provide for cash flows on certain dates which consist
only of payments of capital and interest on the amount of capital to be repaid ( “SPPI test” passed).

These assets are initially recognised at fair value inclusive of the transaction costs or income directly
attributable to the instrument. Following initial recognition, equity investments that do not qualify as
subsidiaries,associates or joint control investees are measured at fair value,and amounts recognised as
a counter-entry in equity should not be subsequently transferred to the income statement, even in the
case of disposal. The only component referring to the equity instruments in question subject to recogni-
tion in the income statement is the relative dividends.

For the equity instruments included in this category and not listed in an active market, the cost criterion
is used to estimate fair value only on a residual basis and in limited circumstances, or when the most
recent information to measure fair value is insufficient, or if there is a broad range of possible fair value
measurements and cost represents the best estimate of fair value within that range of values.
Financial assets at fair value through profit or loss

a) Financial assets at fair value through profit or loss — 31 December 2019(IFRS 9)

This category includes financial assets other than those classified under “Financial assets at fair value
through other comprehensive income” and “Financial assets at amortised cost”. This item, in particular,
includes only equity instruments held for purposes other than trading for which the Group has not op-

ted for measurement at fair value through other comprehensive income, and bonds.

Financial assets at fair value through profit or loss are initially recognised at fair value, usually represen-
ted by the transaction price.

After initial recognition, these financial assets are measured at fair value. Any gains or losses resulting
from the change in fair value are attributed to the Consolidated income statement.

Inventories

Inventories are assets:

* held for sale in the normal course of business;

* used in production processes for sale;

« in the form of materials or supplies of goods to be used in the production process or in the provision
of services.

Inventories are recognised and measured at the lesser of cost and the net realisable value.
The cost of inventories includes all purchase costs, transformation costs and other costs incurred to

bring inventories to their current location and condition, while it does not include exchange differences
in the case of inventories invoiced in foreign currency. In accordance with the provisions of IAS 2, the
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weighted average cost method is used to determine the cost of inventories.

When the net realisable value is less than cost, the surplus is immediately written down in the income
statement.

Cash and cash equivalents

Cash and cash equivalents are recorded, depending on their nature, at nominal value or amortised cost.
Other cash equivalents represent short-term and highly liquid financial commitments that are readily
convertible into known cash values and subject to a negligible risk of change in value, with an original
maturity or a maturity at the time of purchase of not more than 3 months.

Payables
Payables relating to the year ended 31 December 2019 (IFRS 9 from 1 January 2018).

Trade and other payables are recognised initially at fair value and are subsequently measured using the
amortised cost method.

Payables to banks and other lenders are initially stated at their fair value, net of directly attributable an-
cillary costs,and subsequently measured at amortised cost,applying the effective interest rate criterion.
When there is a change in the estimate of expected cash flows, the value of liabilities is recalculated to
reflect that change on the basis of the present value of the new expected cash flows and the internal
effective rate initially determined. Payables to banks and other lenders are classified as current liabili-
ties, unless the Group has an unconditional right to defer payment for at least twelve months after the
reference date.

Payables are derecognised when they are settled and when the Group has transferred all risks and char-
ges relating to the instrument.

Employee benefits

These include benefits granted to employees or their dependants and can be liquidated by means of
payments (or with the supply of goods and services) made directly to employees, spouses, children or
other dependants or to third parties such as insurance companies, and are divided into short-term be-
nefits, benefits due to employees for termination of employment and post-employment benefits.

Short-term benefits, which also include incentive programmes in the form of annual bonuses, MBOs and
one-off renewals of national collective agreements, are accounted for as a liability (cost provision) after
deducting any amount already paid,and as a cost, unless some other IFRS requires or permits the inclu-
sion of benefits in the cost of an asset (for example, the cost of personnel employed in the development
of internally generated intangible assets).

The category of benefits for termination of employment includes departure incentive plans arising in
the event of voluntary resignation involving the participation of the employee or a group of employees
in trade union agreements for the activation of so-called solidarity funds, and redundancy plans, which
take place when the company unilaterally terminates the contract. The company recognises the cost of
these benefits as a financial liability at the earliest of the time when the company is unable to withdraw
the offer of these benefits and the time when the company recognises the costs of a restructuring that
falls within the scope of IAS 37. Provisions for departures shall be reviewed at least every six months.
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Post-employment benefit plans are broken down into two categories: defined contribution plans and
defined benefit plans.

Defined contribution plans mainly include:
* supplementary pension funds involving a defined contribution by the company;

« the severance indemnity fund, limited to the shares accruing from 1 January 2007 for undertakings
with more than 50 employees, irrespective of the destination chosen by the employee;

e employee severance indemnities accruing from 1 January 2007 and earmarked for supplementary
pensions, in the case of undertakings with fewer than 50 employees;

e supplementary healthcare funds.

Defined benefit plans, on the other hand, include:

« the severance indemnity, limited to the amount accrued up to 31 December 2006 for all undertakings,
as well as the amounts accrued since 1 January 2007 and not intended for supplementary pensions for
undertakings with fewer than 50 employees;

 supplementary pension funds that provide for the payment of a defined benefit to members;

« long-service bonuses, which provide for an extraordinary payment to the employee upon reaching a
certain level of working seniority.

In defined contribution plans, the obligation of the reporting company is determined on the basis of
the contributions due for that year and therefore the measurement of the obligation does not require
actuarial assumptions and there is no possibility of actuarial gains or losses.

The accounting for defined benefit plans is characterised by the use of actuarial assumptions to deter-
mine the value of the obligation. This valuation is entrusted to an external actuary and is carried out
annually. For discounting purposes, the company uses the projected unit credit method, which projects
future expenditure based on historical statistical analysis, the demographic curve, and the financial
discounting of these cash flows based on the market interest rate. Actuarial gains and losses are reco-
gnised as a counter-entry in equity as required by IAS 19.

Provisions for risks and charges, and contingent assets and liabilities

Contingent assets and liabilities can be divided into several categories depending on their nature and
their accounting impact. In particular:

* the provisions are actual obligations of an uncertain amount and occurrence/maturity which arise
from past events and for which it is probable that there will be a financial outlay that can be reliably
estimated in terms of amount;

e contingent liabilities are possible obligations with a distinct probability of having to make a financial
outlay;

» remote liabilities are those for which a financial outlay is unlikely;

* potential assets are assets which are uncertain and cannot therefore be recognised in the financial
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statements;

 the onerous contract is a contract in which the non-discretionary costs necessary to fulfil the obli-
gations assumed are greater than the economic benefits that are supposed to be obtainable from the
contract;

e restructuring is a programme planned and controlled by the company’s management that significantly
changes the scope of an activity undertaken by the company or the way in which the activity is managed.

For the purpose of recognising the charge, provisions are recorded in cases where there is uncertainty
about the maturity or the amount of the flow of resources necessary to fulfil the obligation or other
liabilities and in particular trade payables or provisions for presumed payables.

Provisions differ from other liabilities in that there is no certainty as to their maturity or the amount of
future expenditure required. Due to their different nature, provisions are shown separately from trade
payables and provisions for presumed payables.

Liabilities or allocations to a provision are recognised when:

e there is a current legal or implied obligation resulting from past events;

e it is probable that resources designed to produce economic benefits will have to be used to settle the
obligation;

« the obligation can be reliably estimated.

Provisions require the use of estimates. In extremely rare circumstances where a reliable estimate can-
not be made, the liability is classed as a contingent liability.

The allocation to the provision for risks and charges is an amount that represents the best possible
estimate of the expenditure needed to liquidate the relevant obligation outstanding on the reporting
date and takes into account the risks and uncertainties that inevitably surround many events and circu-
mstances. The amount of the allocation reflects any future events that may affect the amount required
to settle an obligation if there is sufficient objective evidence that they will occur.

Once the best possible estimate of the expense necessary to settle the related obligation outstanding
on the reporting date has been determined, the current value of the provision is determined, in the
event that the effect of the present value of money is a relevant aspect.

Revenue from contracts with customers

a) Revenue from contracts with related customers - year ended 31 December 2019 (IFRS 15)

The Group applies IFRS 15 as of 1 January 2018. In accordance with this standard, revenue from con-
tracts with customers is recognised when the following conditions are met:

« the contract with the customer has been identified;
* performance obligations set forth in the contract have been identified;

» the price has been determined;
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« the price has been allocated to the individual performance obligations set forth in the contract;
« the performance obligation set forth in the contract has been met.

The Group recognises revenue from contracts with customers when (or as) it fulfils the performance
obligation, transferring the promised good or service (or asset) to the customer. The asset is transferred
when (or as) the customer acquires control over it.

The Group transfers control over the good or service over time, and therefore fulfils the performance
obligation and recognises revenue over time, when one of the following criteria is met:

 the customer simultaneously receives and uses the benefits arising from the entity’s service as it is
provided;

* the service of the Group creates or improves the asset (e.g. work in progress) that the customer con-
trols as the asset is created or improved,;

« the service of the Group does not create an asset which has an alternative use for the Group and the
Group has the enforceable right to payment for the service completed up to the date in question.

If the performance obligation is not met over time, it is met at a specific moment. In that case, the Group
recognises revenue when the customer acquires control over the promised asset.

The contractual consideration included in the contract with the customer may include fixed or variable
amounts or both. If the contractual consideration includes a variable amount (e.g. discounts, conces-
sions, incentives, penalties or other similar elements), the Group estimates the amount of the conside-
ration to which it will be entitled in exchange for the transfer of the promised goods or services to the
customer. The Group includes the amount of the estimated variable consideration in the transaction
price only to the extent to which it is highly likely that when the uncertainty associated with the va-
riable consideration is subsequently resolved, there will not be a significant downward adjustment in
the amount of cumulative revenue recognised.

Incremental costs for obtaining customer contracts are accounted for as assets and amortised throu-
ghout the term of the underlying contract, if the Group expects them to be recovered. Incremental costs
for obtaining the contract are costs that the Group incurs to obtain the contract with the customer and
which it would not have incurred if it had not obtained the contract. The costs for obtaining the contract
which would have been incurred even if the contract had not been obtained should be recognised as a
cost at the moment they are incurred, unless they are explicitly chargeable to the customer even if the
contract is not obtained.

Recognition of costs

Costs are recognised in the income statement according to the accruals principle.

Dividends

Dividends received are recognised in the income statement according to the accruals principle, i.e. in
the year in which the related right to receive them emerges, following the shareholders’ resolution to
distribute dividends from the investee company.

Distributed dividends are shown as changes in equity in the year in which they are approved by the
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Shareholders’ Meeting.

Income taxes

Current taxes are calculated based on the taxable income for the year, applying the tax rates in force
at the date of the financial statements. Current taxes for the year and for prior years, where unpaid, are
recognised as liabilities. Current tax assets and liabilities, for the current year and for prior years, must
be determined at the value expected to be recovered from or paid to, respectively, the tax authorities,
applying the tax rates and legislation that is in force or imminent at the reporting date.

Deferred taxes can be divided into:

» deferred tax liabilities, which are the amounts of income taxes payable in future years relating to ta-
xable temporary differences;

« deferred tax assets, which are the amounts of income taxes recoverable in future years relating to
deductible temporary differences, carry-over of unused tax losses, carry-over of unused tax credits.

To calculate the amount of deferred tax assets and liabilities, the tax rate is applied to the temporary
taxable or deductible differences identified, or to unused tax losses and unused tax credits.

At each reporting date, recognised and unrecognised deferred tax assets are revalued to check whether
they are likely to be recovered.

Net profit/(loss) per share

Basic earnings per share are calculated by dividing the net profit (loss) pertaining to the Group by the
weighted average number of ordinary shares in circulation during the year, excluding treasury shares.

Diluted earnings per share are calculated by dividing the profit (loss) pertaining to the Group by the
weighted average number of ordinary shares in circulation during the year, excluding treasury shares.
To calculate the diluted earnings per share, the weighted average number of shares in circulation is
modified assuming that all assignees exercise rights with a potentially dilutive effect, while the profit
(loss) pertaining to the Group is adjusted to take into account any effects, net of taxes, of the exercise
of such rights.

Operating segments
The operating segment is a part of the group that undertakes business activities that generate revenue
and costs, whose operating results are periodically reviewed by the Chairman of the Board of Directors,

in his role as Chief Operating Decision Maker (CODM), for the purpose of taking decisions on the resour-
ces to be allocated to the sector and evaluating results,and for which financial information is available.
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2.4 Recently issued accounting standards

Accounting standards not yet applicable, as they have not been endorsed by the European Union

At the date of approval of these Consolidated Financial Statements, the competent bodies of the Euro-
pean Union have not yet concluded the endorsement process required for the adoption of the following
accounting standards and amendments:

Accounting standard/amendment Endore],;eg hyithe Effective date
TR 17 Lt it NO 1 January 2021 (possible extension to 1
January 2022)
Amendment fo IFRS 3 Business Combinations NO 1 January 2020

Amendments to LAS 1 Presentation of Financial
Statenvents: Classification of Liabilifies as Current or NO NA.
Non-cuirrent (issned on 23 January 2020)

Accounting standards, amendments and interpretations endorsed by the EU but not yet adopted by the Group
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At the date of approval of these Consolidated Financial Statements, the competent bodies of the Euro-
pean Union have endorsed the adoption of the following accounting standards and amendments, but
they are yet to be adopted by the Group:

Accounting Effective date

Description
standard/amendment

Amenduzents to LAS 7 and ~ These amendments, in addition to clarifying the concept of matenality,
DAY & D i focus on ensuring that the definition of matenal is consistent across the

Material

. ! ) S ) 1 January 2020
various accounting standards, and incorporate the guidelines included in :

IAS 1 on immaterial information.

Amendments to References

o the Conceptual  These amendments focus on updating certain definitions and references
1 January 2020

Framenork iz IFRS  in the various standards and their interpretations.
Standards

These amendments focus on hedge accounting in order to clarify the
Amendments to IFRS 9, potential effects arising from the uncertainty caused by zbe "Tnferest Rate
L4S 39, IFRS 7 (Inferest  Benchmark Reform". They also require companies to provide further 1 Jamuary 2020
Rare Benchmark Reform) mformation to investors about their hedging relationships that are

directly affected by these uncertainties.

3 ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires the directors to apply accounting standards and
methods that are sometimes based on difficult and subjective assessments and estimates derived from
past experience and based on assumptions that are considered reasonable and realistic given the cir-
cumstances.

Applying these estimates and assumptions affects the amounts presented in the Statement of Financial
Position, the Income Statement, the Statement of Other Comprehensive Income and the Statement of
Cash Flows, and in other information provided. The amounts of the financial statement items for which
the aforementioned estimates and assumptions have been used may differ, even significantly, from tho-
se reported in the financial statements that highlight the effects of the occurrence of the event being
estimated, due to the uncertainty that characterises the assumptions and the conditions on which the
estimates are based.

The following areas require the directors to be most subjective when producing the estimates and
would significantly affect the Group’s results if there were a change in the conditions underlying the
assumptions used:

a) Impairment of property, plant and equipment and intangible assets with a finite useful life: property,
plant and equipment and intangible assets with a finite useful life are subject to testing in order to
ascertain whether impairment has occurred when indicators exist that predict difficulties in recovering
the corresponding net book value through use. Checking for the existence of the aforementioned indi-
cators requires directors to make subjective valuations based on the information available from both
internal and external sources, as well as on historical experience. In addition, if it is determined that
impairment may have occurred, the Group calculates said impairment using what are deemed to be
suitable valuation techniques. Correctly identifying impairment indicators, as well as the estimates for
their calculation, depends on subjective valuations and factors that can vary over time, influencing the
valuations and estimates made by management.

b) Impairment of intangible assets with an indefinite useful life (goodwill): the value of goodwill is
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verified annually in order to check for any impairment that should be recognised in the income state-
ment. In particular, the test in question involves allocating goodwill to cash generating units and then
calculating the relative recoverable value, understood as the greater of fair value and value in use. If
the recoverable value is less than the book value of the cash generating units, the goodwill allocated
to them is written down.

¢) Impairment of intangible assets with an indefinite useful life (trademarks): the value of trademarks
with an indefinite useful life is subject to an annual impairment test. The value in use is determined
using the discounted cash flow (DCF) method, based on a discount rate and an explicit forecast period of
3 years in accordance with the budgets approved by the Group. After the explicit forecast period, the
specific growth rate used is equal to the expected long-term inflation rate. The forecast values for fu-
ture years and the parameters determined with reference to current market information are subject to
uncertainties due to unpredictable future legal developments and possible developments in the pasta
market; therefore, write-downs may be necessary in subsequent years.

d) Provision for bad debts: the determination of this provision reflects management estimates related
to the historical and expected solvency of the bad debts in question.

e) Provisions for risks and charges: it is sometimes hard to determine whether or not a current obliga-
tion (legal or implied) exists. The directors assess such phenomena on a case by case basis, together
with an estimate of the amount of the economic resources required in order to meet that obligation.
When the directors believe it to be merely possible that liabilities may arise, the risks are indicated in
the appropriate information section on commitments and risks, without resulting any allocation being
made.

f) Useful life of property, plant and equipment and intangible assets: useful life is determined when
the asset is recorded in the financial statements. Useful life is measured based on historical experience,
market conditions and expectations of future events that could affect useful life, including technologi-
cal changes. As a result, the effective useful life may differ from the estimated useful life.

g) Prepaid tax assets: prepaid tax assets are recognised to the extent that it is probable that there will
be sufficient future tax gains against which temporary differences or any tax losses may be used.

h) Inventories: Closing inventories of obsolete or slow-to-move products are periodically subjected to
valuation tests and are written down where their recoverable value is less than their book value. The
write-downs carried out are based on assumptions and estimates of the directors based on their expe-
rience and the historical results achieved.

i) Lease liabilities: the amount of the lease liability and consequently of the related right-of-use assets
depends on the determination of the lease term. This determination is subject to management asses-
sments, with particular reference to the inclusion or otherwise of the periods covered by the lease
renewal and termination options provided for in the lease agreements. These assessments will be
reviewed upon the occurrence of a significant event or significant change in circumstances that has an
impact on management’s reasonable certainty of exercising an option not previously considered in de-
termining the lease term or not exercising an option previously considered in determining the lease term.
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4 MANAGEMENT OF FINANCIAL RISKS

The main business risks identified, monitored and, as specified below, actively managed by the Group
are as follows:

» market risk,arising from the fluctuation of interest rates and of exchange rates between the euro and
the other currencies in which the Group operates;

e credit risk, arising from the possibility of counterparty default;
e liquidity risk, arising from a lack of financial resources to meet commitments.

The Group’s objective is to manage its financial exposure over time so that liabilities are balanced with
assets on the statement of financial position and that the necessary operational flexibility is in place by
using bank loans and the cash generated by current operating activities.

The ability to generate liquidity from core operations, together with the ability to borrow, allows the
Group to adequately meet its operational, working capital financing and investment needs, as well as
to comply with its financial obligations. The Group’s financial policy and the management of the related
financial risks are centrally guided and monitored. In particular, the central finance function is respon-
sible for assessing and approving forecast financial requirements, monitoring performance and taking
corrective action where necessary.

4.1 Market risk

Exchange risk

Exposure to the risk of exchange rate fluctuations derives from the Group’s commercial activities con-
ducted in currencies other than the euro. Revenues and costs denominated in foreign currency can be
influenced by fluctuations in the exchange rate, bringing about an impact on trade margins (economic
risk), and trade and financial payables and receivables denominated in foreign currency can be im-
pacted by the conversion rates used, with a knock-on effect on the profit or loss (transaction risk). Final-
ly, fluctuations in exchange rates are also reflected in consolidated results and equity.

The main exchange rates to which the Group is exposed are:

e Euro/USD, in relation to transactions carried out in US dollars;
» Euro/GBP, in relation to transactions carried out in pound sterling.

The Group does not adopt specific policies to hedge exchange rate fluctuations because management
does not believe that this risk can significantly harm the Group’s results, since the amount of inflows
and outflows of foreign currency is not only insignificant, but also fairly similar in terms of volumes and
timing.

A hypothetical positive or negative change of 100 bps in the exchange rates relating to the currencies
in which the Group operates would not have a significant impact on the net result and shareholders’
equity of the years under review.
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Interest rate risk

The Group uses external financial resources in the form of debt and uses the liquidity available in mar-
ket instruments. Changes in interest rate levels affect the cost and return of the various forms of funding
and use, thus affecting consolidated net financial expense. Exposure to interest rate risk is constantly
monitored according to the trend of the Euribor curve, in order to assess possible interventions to con-
tain the risk of a potential rise in market interest rates. At the reference dates, there were no hedges
carried out by trading in derivatives.

With reference to interest rate risk, a sensitivity analysis was carried out to determine the effect on
the consolidated income statement and consolidated shareholders’ equity that would result from a
hypothetical positive and negative change of 50 bps in interest rates compared with those actually
recorded in each period. The analysis was carried out mainly with regard to the following items: (i) cash
and cash equivalents and (ii) short-and medium-/long-term financial liabilities. With regard to cash and
cash equivalents, reference was made to the average inventory and the average rate of return for the
period, while for short- and medium-/long-term financial liabilities, the precise impact was calculated.

The table below shows the results of the analysis carried out:

I t hareholders' i t
LT R mpact on shareholders' equity ne

(in € thousands) of tax

- 50 bps + 50 bps - 50 bps + 50 bps
Year ended 31 December 2019 (62) 62 (62) 62
Year endad 31 December 2018 (71) 71 71 71

4.2 Credit risk

The Group is exposed to the credit risk inherent in the possibility of its customers becoming insolvent
and/or less creditworthy so it monitors the situation continually.

Credit risk derives essentially from the Group’s commercial activity, where its counterparties are mass
and retail distribution operators. Retail receivables are extremely fragmented, while the mass distribu-
tion segment is characterised by a larger exposure to a single client.

The Group manages the credit risk of both types of customers through a consolidated practice, which
provides for targeted and prudent management with a credit Llimit granted on the basis of commercial,
financial and perceived market risk information.

The Group operates in business areas with low levels of credit risk, given the nature of its activities and
the fact that its credit exposure is spread over a large number of customers. Assets are recognised net
of any write-downs determined on the basis of counterparties’ default risk, taking into account available
solvency information and historical and prospective data.

Positions are regularly monitored for compliance with payment terms and overdue reminder actions are
conducted in coordination with the sales force. If, on the other hand, a spot analysis of the individual
case reveals an objective condition of partial or total bad debt,the amount of the write-down takes into
account an estimate of recoverable flows. The credit management methodology means it is not deemed
important to divide customer exposure into different risk classes.
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Moreover, the Group has credit insurance policies with leading companies in the sector in order to mi-
tigate the risk associated with the solvency of customers.

The credit risk deriving from receivables that the Group has with banks is,on the other hand, moderate
and derives substantially from temporary surplus liquidity stocks usually invested in bank deposits and
current accounts.

The following table provides a breakdown of trade receivables at 31 December 2019 and 2018 grouped
by maturity, net of the provision for bad debts:

91-180 More than

(in € thousands) Expiring 1;313?23 days 181 days Total
overdue overdue
Gross trade receivables at 31 December 2019 36,662 8,839 2,943 16,250 64,694
Provision for bad debts - (238) (222) (14,960) (15,420)
Net trade receivables at 31 December 2019 36,662 8,101 2,721 1,290 49,274
Gross trade receivables at 31 December 2018 36,574 12,964 983 15,550 66,071
Provision for bad debts . (118) (41) (14,540) (14,699)
Net trade receivables at 31 December 2018 36,574 12,846 942 1,010 51,372

4.3 Liquidity risk

Liquidity risk is the risk that, due to the inability to find new funds or to liquidate assets on the market,
the Group will not be able to meet its payment obligations, resulting in a negative impact on results if
it is forced to incur additional costs to meet its obligations or an insolvency situation.

The liquidity risk to which the Group may be subject comprises the failure to find sufficient financial re-
sources for its operations,as well as for the development of its industrial and commercial activities. The
two main factors that determine the Group’s liquidity situation are the resources generated or absorbed
by operating and investment activities,and the maturity and renewal status of payables or the liquidity
of financial commitments and market conditions. In particular, the main factor affecting the Group’s
liquidity is the resources absorbed by operating activities: the sector in which the Group operates has
seasonal sales phenomena, with peak liquidity requirements in the third quarter caused by a higher
volume of trade receivables compared with the rest of the year. The Group’s commercial and finance
teams work together to manage the changing liquidity requirements, which involves carefully planning
financial requirements related to sales, drafting the budget at the beginning of the year and carefully
monitoring requirements throughout the year.

Since they are also subject to seasonal phenomena, liquidity requirements linked to inventory dynamics
are subject to analysis as well: planning purchases of raw materials for the inventory is managed in ac-
cordance with established practices, with the Chairman involved in decisions that could have an impact
on the Group’s financial equilibrium.

Based on established practices inspired by prudence and stakeholder protection, the Group’s finan-
cing activity involves negotiating credit lines with the banking system and continually monitoring the
Group’s cash flows.

The following table shows, by contractual maturity bands, the Group’s financial requirements at 31 De-
cember 2019 and 2018, expressed according to the following assumptions:
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(i) cash flows are not discounted;

(ii) cash flows are allocated to time bands on the basis of the first due date provided for in the con-
tractual terms;

(iii) all instruments held on the reporting date for which payments have already been contractually de-
signated are included. Future commitments planned but not yet recognised are not included;

(iv) when the amount payable is not fixed (e.g. future interest repayments), the financial liability is me-
asured at market conditions at the reporting date; and

(v) cash flows also include the interest that the company will pay until the maturity of the debt at the
reporting date.

At 31 December 2019

(in € thousands) less than Betmeenl betyeen over 5 Contract Book

and 2 Jand5
1 year years value value

vears years
Financial liabilities 22 456 3,000 9,000 32962 34,456
Other non-current liabilities = = = 600 600 600
Lease liabilities 4,412 4,055 6,762 1,976 17,205 17,809
Trade payables 85,592 - - - 85,592 85,592
Other current liabilities 15,379 - - = 15,379 15,379

At 31 December 2018
. . betw 1 betwe

(in € thousands) less than St . over5 Contract Book

and 2 3and5
1 year years value value

years years
Financial liabilities 27,251 1,805 - - 29,056 27,797
Other non-current liabilities - g = . = o
Lease liabilities 5,481 4,458 9,549 711 20,199 19,040
Trade payables 70,485 - - = 70,485 70,485
Other current liabilities 10,869 - = - 10,869 10,869

At 31 December 2019, the amount of operating lease commitments is reflected in lease liabilities fol-
lowing the application of IFRS 16 as of 1 January 2018.

5 CAPITAL MANAGEMENT POLICY

The Group’s capital management is aimed at ensuring a solid credit rating and adequate levels of ca-
pital indicators to support investment plans, in compliance with contractual commitments made with

lenders.

The Group provides itself with the capital necessary to finance the needs of business development and
operations; the sources of financing are divided into a mix of risk capital and debt capital, to ensure
a balanced financial structure and the minimisation of the total cost of capital, thereby benefiting all
stakeholders.

The remuneration of risk capital is monitored on the basis of market trends and business performance,
once all other obligations have been fulfilled, including debt servicing; therefore, in order to ensure
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an adequate return on capital, the safeguarding of business continuity and business development, the
Group continually monitors the level of debt in relation to equity, business performance and expected

cash flow forecasts, in the short and medium/long term.

6 FINANCIAL ASSET AND LIABILITY CATEGORIES

AND INFORMATION ON FAIR VALUE

Categories of financial assets and liabilities

The following tables provide a breakdown of financial assets and liabilities by category at 31 December

2019 and 2018:

Book value at 31 December

(in € thensands)
' 2019 2018
FINANCIAL ASSETS:
Financial assets at amortised cost:
Financial assets at amortised cost 866 858
Trade receivables 49274 51,372
Other receivables and current assets 310 12,150
Cash and cash equivalents 100,884 37,683
154,795 102,062
Financial assets valued at fair value through profit or loss:
Non-current financial assets measured at fair value throngh profit or loss 42 31
Current financial assets measured at fair value through profit or loss 4 4
46 35
TOTAL FINANCIAL ASSETS 154,341 102,097

Book value at 31 December

(212 € thonsands)

2019 2018
FINANCIAL LIABILITIES:
Financial liabilities at amortised cost:
Non-current financial hiabilities 12,000 1,691
Non-current lease Liabilities 13,032 14,052
Other non-current liabilities 600
Trade payables 85,592 70,485
Current financial liabilities 22,456 26,106
Current lease Labilities 4776 4 988
Other current liabilities 15,379 10,869
TOTAL FINANCIAL LIABILITIES 153,836 128,190
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The tables above show that most of the outstanding financial assets and liabilities are short-term items.
In view of their nature, for most items, the book value is considered a reasonable approximation of the
fair value.

Non-current financial assets and liabilities are settled or valued at market rates and it is therefore con-
sidered that their fair value is substantially in line with current book values.

Information on fair value

In relation to assets and liabilities recognised in the statement of financial position and measured at fair
value, IFRS 13 requires that these values be classified on the basis of a hierarchy of levels, reflecting the
significance of the inputs used in determining fair value. The following table shows the fair value classifi-
cation of financial instruments based on the following hierarchical levels:

e Level 1: fair value determined using unadjusted prices listed on active markets for identical financial
instruments. Therefore, in Level 1 the emphasis is on determining the following elements: (a) the prin-
cipal market for the asset or liability or, in the absence of a principal market, the most advantageous
market for the asset or liability; (b) the entity’s ability to transact the asset or liability at the price of that
market on the valuation date.

e Level 2: fair value determined with valuation techniques using variables observable on active markets.
The inputs for this level include: (a) prices listed for similar assets or liabilities in active markets; (b)
prices listed for identical or similar assets or liabilities in non-active markets; (c) data other than ob-
servable listed prices for the asset or liability, for example: interest rates and yield curves observable at
commonly quoted intervals, implicit volatility, credit spreads, input corroborated by the market.

e Level 3: fair value determined with valuation techniques using non-observable market variables.

The following tables summarise the financial assets and liabilities measured at fair value, broken down
by hierarchy,at 31 December 2019 and 2018:

At 31 December 2019

(in € thonsands)

Level 1 Level 2 Level 3
Non-current financial assets measured at fair value through . ) 42
profit or loss
Current financial assets measured at fair value through . i 4
profit or loss
Total financial assets measured at fair value - - 46
) At 31 December 2018
(in € thonsands)
Level 1 Level 2 Level 3
Non-current financial assets measured at fair value 32
throngh profit or loss
Current financial assets measured at fair value through . ) 4
profit or loss
Total financial assets measured at fair value - - 36

There were no transfers between the different levels of the fair value hierarchy in the periods conside-
red.
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7 OPERATING SEGMENTS

IFRS 8 - Operating Segments defines an operating segment as a component:

« that engages in business activities from which it may earn revenues and incur expenses;

« whose operating results are reviewed regularly by the entity’s chief operating decision maker;
« for which discrete financial information is available.

For the purposes of IFRS 8,the Group’s activity is identifiable in the following business segments: Pasta,
Milk Products, Bakery Products, Dairy Products, Special Products and Other activities.

The table below shows the main statement of financial position and income statement items examined
by the chief operating decision maker in order to assess the Group’s performance at and for the year en-
ded 31 December 2019, and the reconciliation of these items with respect to the corresponding amount
included in the Consolidated Financial Statements:

At and for the year ended 31 December 2019

Consolidated
(I € thounsands) Pasta Miik Bakery Dairy Special Other Financial
Producis Products Prodicts Products activities  Statements

total
EvennE GO coptats Rt 83,118 70,216 35,670 33,271 30,547 17,931 270,752
customers (third parties)
EBITDA (¥ 3,314 5453 5,815 4.030 3,408 619 22,638
EBITDA margin (¥) 4.0% % 16% 12% 11% 3% 8%
NP e 3,733 3,381 1,011 466 2,110 472 1,172
and wnte-downs
Net write-downs of financial i . i . . 674 674
assets
Operating profit/(loss) (419) 2,073 4,804 3,564 1,298 (527) 10,792
Financial income . = = = - 438 438
Financial expenses = - = = - (1,852) (1,852)
Profit (loss) before taxes (419) 2,073 4,804 3,564 1,298 (1,941) 9,378
Income taxes = S . = = (2,204) (2,204)
Net profit/loss (419) 2,073 4,804 3,564 1,298 (4,145) 173
Total assets 117,567 30,374 12,753 9,373 18,896 63,781 261,743
Total liabilities 77,657 28,149 14,266 16,477 10,518 23,129 170,197
Investments 2.335 644 1,042 122 229 287 4,659
Employees (number) 393 166 132 62 148 52 953

(*) EBITDA is calculated as the absolute sum of the operating result, net wrte-downs of financial assets and depreciation/amortisation
and write-downs.

The table below shows the main statement of financial position and income statement items examined
by the chief operating decision maker in order to assess the Group’s performance at and for the year en-
ded 31 December 2018, and the reconciliation of these items with respect to the corresponding amount
included in the Consolidated Financial Statements:

At and for the year ended 31 December 2018

Consolidated
(In € thousands) Past Milk Bakery Dairy Special Other Financial
asta Products Products Prodncts Products assets Statements
total

Revenue from contracts with _— 5

: . 68,442 71,050 35552 30,190 28,448 18,101 251,583
customers (third parties)
EBITDA (%) 2,675 4,132 4,882 3,296 2,628 669 18,282

ANNUAL REPORT 2019



EBITDA mmgm i3] 4% 6% 14% 11% 9% 4% 7%
Semerietion SPIoREL oo 3,738 1,246 74 2,135 391 11,290
and write-downs

z:; ;:nte-downs of financial ) ) ) . i 937 937
Operating profit/ (loss) (431) 394 3,636 2,622 493 (659) 6,055
Financial income = - - - - 1,121 1,121
Financial expenses - - - - - (1,942) (1,942)
Profit (loss) before taxes (431) 394 3,636 2,622 493 (1,480) 5,234
Income taxes - - - - - (1,873) (1,873)
Net profit/loss (431) 394 3,636 2,622 493 (3,353) 3,361
Total assets 44 843 39,519 13,029 9,529 20,522 63,456 190,898
Total liabilities 26,318 39,204 9,361 13,287 11,932 40,076 140,178
Investments 1,214 646 1,079 Tt 2,405 BEZ 5,793
Employees (number) 322 130 132 60 145 34 823

(*) EBITDA is calculated as the absolute sum of the operating result, net write-downs of financial assets and depreciation/amortisation
and write-downs.

Revenue from contracts with customers deriving from the “Pasta” and “Milk Products” sectors amounted joint-
ly to €153,333 thousand and €139,492 thousand for the years ended 31 December 2019 and 2018, equal
respectively to 56.6% and 55.4% of revenue from contracts with customers. EBITDA for the “Pasta” and “Milk
Products” sectors amounted to €8,767 thousand and €6,807 thousand for the years ended 31 December 2019
and 2018, equal to 38.7% and 37.2% respectively.

The “Bakery Products” and “Dairy Products” segments have the highest EBITDA margins in the two years under
review.

In particular,revenues from the “Pasta” sector increased by €14,676 thousand from €68,442 thousand to €83,118
thousand in the year ended 31 December 2019.The increase is mainly due to the acquisition of Delverde Indu-
strie Alimentari S.p.A. EBITDA from the “Pasta” segment is increasing,and in line with revenue trends. The rela-
tive EBITDA margin was essentially unchanged, from 3.9% at 31 December 2018 to 4.0% at 31 December 2019.

Revenues from the “Milk Products” sector decreased by €834 thousand from €71,050 thousand in the year en-
ding 31 December 2018 to €70,216 thousand in the year ending 31 December 2019.This decrease is mainly at-
tributable to a reduction in average sales prices,as a result of an improvement in the purchasing process during
2019. As a result, EBITDA from the “Milk Products” sector increased by €1,321 thousand from €4,132 thousand
in the year ending 31 December 2018 to €5,453 thousand in the year ending 31 December 2019. Consequently,
the related EBITDA margin increased by 2 percentage points, from 6% in the year ended 31 December 2018 to
8% in the year ended 31 December 2019.

In addition to the sectoral information, the statement of financial position and income statement data by geo-
graphical area, as required by IFRS 8, is provided below.

The following table displays revenue from contracts with customers by geographical area for the years ended
31 December 2019 and 2018:

Year ended 31 December

(tn € thonsands)

2019 2018
Ttaly 171,684 109,334
Germany 46,359 89,865
Other countries 52,709 52 384
Total revenue from contracts with customers 270,752 251,583
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The following table provides a breakdown of non-current assets, excluding financial assets and prepaid
tax assets, by geographical area at 31 December 2019 and 2018, allocated on the basis of the country

in which the assets are located.

Gout e Year ended 31 December

2019 2018
Italy 50,545 50,557
Germany 23797
Total non-current assets 74,342 50,557

Finally, in accordance with IFRS 8, paragraph 34, for the years ended 31 December 2019 and 2018, the

Group did not have any customers generating more than 10% of its revenues.

8 NOTES TO THE CONSOLIDATED STATEMENT

OF FINANCIAL POSITION

8.1 Property, plant and equipment

The following table shows the breakdown of and changes in “Property, plant and equipment” for the

years ending 31 December 2109 and 2018:

. Assets
Land Industrial B
Plant and and Leasehold .
: and : ; Other . constructio
(in € thousands) o machiner commercia improvement Total
building ) assets " n and
s B : payments
equipment
on account
Historical cost at 31
December 2018 10,375 114,835 4,382 4,664 374 85 134,715
Investments 80 2,789 118 182 139 1,074 4,382
Disposals - (16) (1) (123) (140)
Reclassifications . 157 - - = (157) -
Eliange i 4,362 7.267 653 129 1,008 637 14,056
consolidation scope
Historical cost at 31 -
December 2019 14,817 125,032 5,152 4,852 1,521 1,639 153,013
Provision for
4,465 109,302
depreciation at 31 (5,606) (95,066) (4,148) @ (17) = ( )’
December 2018 )
Depreciation (738) (4.519) (159) (148) (132) = (5.690)
Disposals - 16 - 119 - - 135
Write-downs e - s 93) - - 93)
Change to the ) L = N
consolidation scope (490) (5-193) (575) = = - (6,258)
Provision for 4587
depreciation at 31 (6,834) (104,762) (4,882) ( ’) (149) - (121,214)
December 2019
TEmne RRGARE G e 234 199 357 85 25,414
31 December 2018 ’ 2 g
Net carrying amount at
31 Decenihes 2019 7,983 20,270 270 265 1,372 1,639 31,799
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Investments in property, plant and equipment for the year ended 31 December 2019 totalled €4,382
thousand and were attributable mainly to the renovation of production lines. For more information on
investments, please see the “Investments” chapter.

The net value of property, plant and equipment disposed of in the years ending 31 December 2019 and
2018 is not significant.

At 31 December 2019, the net value of capital contributions classified as a reduction of core plant and
equipment amounted to €561 thousand. The related income for the year ended 31 December 2019
amounted to €654 thousand and was classified as a reduction in the depreciation of the aforementio-
ned plant and equipment.

In 2019, the Group recorded property, plant and equipment write-downs of €93 thousand. These wri-
te-downs relate mainly to capital goods for which the Group agreed that the conditions for producing
future profits were no longer in place.

As at 31 December 2019, there are no real estate assets or proprietary capital goods subject to any kind
of guarantee given to third parties.

8.2 Right-of-use assets and lease liabilities

The following table shows the changes in the item “Right-of-use assets” for the year ended 31 Decem-
ber 2019:

(in € thonsands) Right-of-use assets
Historical cost at 31 December 2018 23,059
Increases 209
Decreases (245)
Change to the consolidation scope 5,667
Historical cost at 31 December 2019 29,390
Provision for depreciation at 31 December 2018 (4,630)
Depreciation (5,626)
Disposals (1,806)
Provision for depreciation at 31 December 2019 (12,062)
Net carrying amount at 31 December 2018 18,429
Net carrying amount at 31 December 2019 17,326

At 31 December 2019, the Group found no indicators of long-term impairment for right-of-use assets.

The following table displays the non-discounted contractual values of the Group’s lease liabilities at 31
December 2019, following the application of IFRS 16 as of 1 January 2018:

At 31 December 2019
(¢it € thowsands) less than 1 betw iand betw: 3
e e e over 5years  Contract value  Book value
year 2 years and 5 years
Lease s
liabilities 1 e 6,762 1,976 WS 17,809
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The discount rate was determined on the basis of the marginal borrowing rate of the Group, i.e. the rate
that the Group would have to pay for a loan, with a similar maturity and collateral, needed to obtain an
asset of similar value to the right-of-use asset in a similar economic climate. The Group has decided to
apply a single discount rate to a lease portfolio with reasonably similar characteristics, such as leases
with a similar residual maturity for a similar underlying asset class, in a similar economic climate.

The main information relating to the lease agreements held by the Group, which acts mainly as a lessee,
is shown in the following table:

(in € thonsands) At 31 December 2019

Net book value of right-of-use assets (real estate) 13,940
Net book value of right-of-use assets (machinery) 1,639
Net book value of right-of-use assets (motor vehicles) 1,748
Total net book value of right-of-use assets 17,327
Current lease liabilities 4776
Non-current lease liabilities 13,032
Total lease liabilities 17,809
Depreciation of right-of-use assets (real estate) 3,794
Depreciation of right-of-use assets (machinery) 1,129
Depreciation of right-of-use assets (motor vehicles) 703
Total depreciation of right-of-use assets 5,626
Interest expense on leases 502
Short-term Jease costs 106
Costs to lease low-value assets 882
Variable payments not included in Jease liabilities 1hs
Total other costs 1,143
Total lease outflows 6,059

Real estate right-of-use assets relate mainly to the production plants in Sansepolcro (AR), Ozzano Taro
(PR),Reggio Emilia, Lodi, Lecce and Eboli (SA), leased to Newlat under the agreements entered into with
the associate New Property S.p.A.,as well as to the plants in Bologna and Corte de’ Frati (CR), rented out
by the associate Corticella Molini e Pastificio S.p.A. The term of the lease of the aforementioned proper-
ties has been set at six years, based on the withdrawal options provided for in the contracts themselves
and on managerial assessments. The rental contracts stipulated between the parties have the same
structure,namely: (i) a term of six years automatically extendable for a further six years, with any subse-
quent tacit renewals every six years,and (ii) the early termination options exercisable by the lessor upon
renewal and by the lessee, which may withdraw at any time and without cause, with six months’ notice.
On the basis of the assessments carried out and in accordance with IFRS 16, management is reasonably
certain of holding the leases for a period of six years from the date of signing of the contracts.
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These leases fall within the scope of related party transactions; please see the specific section of these
consolidated financial statements.

Machinery right-of-use assets refer mainly to the lease of capital goods used in the production process.

8.3 Intangible assets

The following table shows the breakdown of and changes in “Intangible assets” for the year ended 31
December 2019.

Concessio
Patents i I.ic:;s::es 1:??;;:
(i1 € thousands) Goodwill intellectual > Other assets Total
riohts trademarks developme
property ng and similar nt
rights
Historical cost at 31
Decembes MHE 3,863 3,817 51,849 2,736 - 62,265
Investments = 247 23 7 108 385
Disposals - - - - - -
Acquisition of Newlat Gmbh et = 18,844 327 = 19,171
Change to the consolidation i 147 185 . i 332
scope
gﬁ:’iﬁi;ﬁ;“t A 3,863 4211 70,901 3,070 108 82,153
Provision for depreciation at
31 December 2018 - (3,581) (49,250) (2,720) - (55,551)
Depreciation - (122) (904) (34 - (1,060)
Acquisition of Newlat Gmbh - - - (293) - (293)
Disposals - - - - - -
Change to the consolidation i © 23) . i (32)
scope
Provision for depreciation at
e 0?9 : (3,712) (50,177) (3,047) . (56,936)
Net carrying amount at 31
il vy 3,863 236 2,599 16 . 6,715
Net carrying amount at 31
December 2019 3,863 499 20,724 23 108 25,217

Investments in intangible assets for the year ended 31 December 2019 amounted to €385 thousand
and were mainly attributable to the purchase of software. For more information on investments, please
see the “Investments” chapter.

There were no indicators of long-term impairment for intangible assets for the year ended 31 December
20109.

The following is a description of the main items that make up intangible assets:
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Goodwill

Goodwill refers to the acquisition of Centrale del Latte di Salerno S.p.A., which represents the cash ge-
nerating unit (CGU). This amount reflects the difference between the purchase price and the equity of
Centrale del Latte di Salerno on the acquisition date in December 2014.

The impairment test, approved by the Board of Directors on 19 March 2020, was prepared with the sup-
port of an independent professional, comparing the book value of goodwill with the recoverable value
of the related cash generating unit (CGU).

The recoverable value is the value in use, determined by discounting the forecast data of the CGU (“DCF
Method”) for the 3-year period following the reporting date. The key assumptions used by management
to determine the forecast data of the CGU are estimates of growth of revenues, EBITDA, operating cash
flows, the growth rate of the terminal value and the weighted average cost of capital (discount rate),
taking into account past profits/losses and future expectations.

The reasonableness of the margins in the explicit forecast period was also verified and deemed to be
equal to that recorded in 2019.

The terminal value of the CGU was determined using the perpetual yield criterion of the CGU’s norma-
lised cash flow, with reference to the latest forecast period considered, assuming a growth rate and a
discount rate (“WACC”, which represents the weighted average between the cost of equity and the cost
of debt, after tax), as represented below:

(Perceniage) At 31 December 2019
Growth rate 0.5%
WACC 8.3%

For the purposes of estimating the value in use of the CGU to which goodwill is allocated:
(i) the following sources of information have been used:

a) internal sources: IAS 36 requires that the estimate of value in use be based on senior ma-
nagement’s most up-to-date results flows forecasts. This means that the 2019-2022 Plan was
used for the goodwill impairment test as at 31 December 2019. The Company’s Board of Direc-
tors approved this test, as well as the flows represented therein, on 19 March 2020. For the
purposes of estimating the value in use, investments of approximately €150 thousand per year
have been envisaged. For the goodwill impairment test as at 31 December 2019, in the interests
of prudence, no improvements in operating costs are predicted and therefore a constant margin
was considered over the period (EBITDA margin of 4%). This means that any EBITDA growth is
due to expected growth in turnover.

b) external sources: for the goodwill impairment test, external sources of information were used
for the purposes of calculating the cost of capital set out below. All information for calculating
the cost of capital is from an external source. The estimated calculation of the weighted avera-
ge cost of capital was based on:

- the CAPM to estimate the cost of equity;

- the WACC (Modigliani-Miller) formula for estimating the weighted average cost of capital
(after tax).
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The cost of capital was calculated considering the financial structure of Centrale del Latte di
Salerno corresponding to 100% equity and having liquidity available rather than financial debts
as at 31 December 20109.

ii) the following main basic assumptions were also used:
a) average revenue increase of 3% per annum from 2020 to 2022; and

b) EBITDA margin in the forecast years of 4%.

The revenue growth assumed for the years of the explicit period is marginally higher than the expected
growth of the Italian market, in view of the good competitive position of the subsidiary, but above all in
view of (i) the company’s planned growth strategies, focused on R&D activities (including high protein
milk); (ii) a guaranteed supply chain with strong local roots; (iii) and the development of new Group
products.

The results of the impairment tests carried out show that the estimated recoverable value for the CGU
exceeds its book value by more than €2.2 million. The value in use was calculated on the basis of a
weighted average cost of capital (WACC) equal to 8.3%,and a terminal cash flow growth rate (g) of 0.5%.
Sensitivity analyses were also carried out to verify the effects on the impairment test results of a £0.5%
and #0.25% change respectively in the WACC and growth rate, both parameters deemed to be signi-
ficant. In particular, assuming no other changes, individual changes in the main parameters used for
the test in question do not result in the recoverable value of the CGU being less than the relative book
value. To negate the difference between value in use and book value, the cost of capital (WACC) would
have to increase by more than 400 basis points and the terminal growth rate would have to be negative
and down by more than 660 basis points.

Industrial patents and rights to use intellectual property
This item consists almost exclusively of software costs.

Concessions, licences, trademarks and similar rights

The following table provides a detailed breakdown of the item “Concessions, licences, trademarks and
similar rights” at 31 December 2019 and 2018:simili” al 31 dicembre 2019 e 2018:

At December 31

(e € thonsards)

2019 2018
Trademarks with an indefinite useful life 18,844
Trademarks with a finite useful life 1,880 2,599
Total net book value 20,724 2,599

a) Trademarks with an indefinite useful life

This item refers exclusively to the brands “Drei Glocken” and “Birkel” registered by Newlat Deutschland
during 2014 in the context of the acquisition of the operating business unit from Ebro Foods. The value
of these brands has been subjected to impairment testing, with the help of an independent third-party
professional. The impairment test at 31 December 2019 used the 2019-2022 Economic and Financial
Plan drawn up at the end of the listing process, presented on the Italian Stock Exchange and approved
by the Board of Directors on 22 July 2019. The flows used for the purpose of preparing the impairment
test differ from the flows present in the above-mentioned Economic and Financial Plan in that the
Company has, prudentially, considered a growth in turnover of 1% for the next 3 years, contrary to Plan
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forecasts. The Board of Directors approved this impairment test,as well as the flows represented therein,
on 19 March 2020.

The impairment test was carried out using the Relief From Royalty method. In line with valuation doctri-
ne and standard practice, this technique involves estimating the additional costs that would arise if
the company was without a particular asset and had to obtain it under license from third parties. First,
royalty rates in line with the relevant sector were used. These rates were then applied not only to the
expected revenues generated by the brands over the period covered by the Plan, but also to a normali-
sed flow, considering a perpetual return as a terminal value, consistent with the indefinite useful life of
the trademarks. Consistent with standard valuation practice, there was also a tax amortisation benefit
(TAB) amount, representing the tax benefit related to the deductibility of amortisation of the asset under
analysis, which constitutes an additional element for determining the value attributable to the brands.

Under the relief from royalty method, the brands were measured using an explicit forecast period of 3
years, which reflects the assumptions regarding the short- and medium-term developments of the re-
ference market. After the explicit forecast period, the terminal value of the CGU was determined using
the perpetuity method, assuming a specific long-term growth rate defined according to the expected
long-term inflation rate and the characteristics of the sector.

The information relating to the explicit forecast period used to determine the value in use is based on
assumptions founded on past experience, supplemented by current internal developments and verified
through market data and external analyses. In this regard, the most important assumptions include: (i)
the development of future sales prices, revenues and costs; (ii) the influence of the market regulatory en-
vironment; (iii) expected investments and expected market shares; and (iv) exchange rates and growth
rates. However, an average annual increase (CAGR) of revenues of 1% was assumed for 2020 and 2021,
which is cautious given both the prospects of the pasta sector in the German market (average annual
increase in revenues of 2% for the dry pasta segment between 2018 and 2021) and the market-leading
positions of the “Birkel”and “Drei Glocken” brands. Any significant changes to the assumptions described
above would affect the determination of the value in use.

The discount rates applied are determined on the basis of external factors deriving from the market and
adjusted on the basis of the prevailing risks of the cash generating units.

The main assumptions used for the purposes of the impairment test are summarised below:

. At 31 December At 31 December
(Percentage) 2019 2018

WACC 5.4% 5.1%
Long-term growth rate (inflation rate 0.5% 0.5%

expected in the long term)

The following table displays the assumptions underlying the calculation of the discount rate for the
year ending 31 December 2019:

Component Parameter
Riskfiee rare 0.18%
Market risk preminm 8%
Levered beta 072
Cost of equity 5.9%
Cost of net debt 1.42%
Discount rate 5.4%
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The following were also assumed when determining the value of the trademarks:

« a growth rate (g) of 0.5%, which is prudent compared with medium-to-long-term inflation estimates
for the reference market, Germany, of around 2.2%.

» a TAB of €1.3 million, determined on the basis of the original value of the asset,assuming a reference
period of 15 years from the date of reference of the impairment and using a tax rate of 31%.

It should be noted that the value attributed to the terminal value is 81% of the recoverable value of the
relative CGU.

The results of the impairment tests carried out at 31 December 2019 showed that the recoverable va-
lue of each cash generating unit exceeds the relative book value at each reference date. In particular,
for the impairment test conducted on the year ending 31 December 2019, the recoverable value was
estimated at €22.3 million, compared with a book value of approximately €18.9 million, i.e.a surplus of
€3.4 million.

Sensitivity analyses were also carried out to verify the effects on the results of the impairment test of
changes to certain significant parameters. At 31 December 2019, the recoverable amount would have
been equal to the carrying amount if the discount rate used had been greater than 1% or the growth
rate reduced by 2%

b) Trademarks with a finite useful life

This item includes brands owned by Newlat Food S.p.A.,amortised according to the residual useful life,

estimated on the basis of the period of time over which it is considered that they are guaranteed to
generate cash flows.

8.4 Non-current financial assets measured at fair value through profit or loss
At 31 December 2019 and 2018, non-current financial assets valued at fair value through profit or loss

amounted to €42 thousand and €31 thousand respectively. These balances, which are not material, re-
late to smaller corporate capital instruments.

8.5 Financial assets at amortised cost

At 31 December 2109 and 2018, financial assets at amortised cost amounted to €866 thousand and
€858 thousand respectively. These balances refer to security deposits paid against existing lease agre-
ements.

8.6 Prepaid tax assets and deferred tax liabilities

The following table provides a detailed breakdown of the item “Prepaid tax assets” at 31 December
2019 and 2018.
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At December 31

(in € thousands)

2019 2018
Provisions 2,420 2546
Tax losses carried forward 394 394
I eases - -
Amortisation 930 1,085
Miscellaneous 1,290 819
Gross prepaid tax assets 5,034 4,842
Offsetting with deferred-tax liabilities - -
Total prepaid tax assets 5,034 4,842

Prepaid tax assets are recognised on the financial statements where it is probable that future taxable
income will be realised against which they can be used.

At 31 December 2019, no prepaid tax assets relating to tax losses of the incorporated Delverde Indu-
strie Alimentari S.p.A. were recognised, as they will be the subject of a future appeal to the Revenue
Agency to have them recognised and to be exempt from the carry-over restriction up to the limit of
the equity of the incorporated company. The amount of these tax losses, not recognised in the financial
statements, is approximately €30.6 million.

The following table provides a detailed breakdown of “Deferred tax liabilities” at 31 December 2019
and 2018:

) At December 31
(in € thonsands)
2019 2018
Intangible assets 3,850
Tangible assets -
Other -
Gross deferred tax liabilities 3,850 -

Offsetting with prepaid tax assets = =
Total deferred tax liabilities 3,850 -

Deferred tax liabilities arising from intangible assets at 31 December 2019 are attributable to the “Drei
Glocken” and “Birkel” brands registered with Newlat Deutschland.

The following table displays a breakdown of and changes in the gross value of prepaid tax assets for
the years ending 31 December 2019 and 2018:

Tax

Provi | Total
(n € thousands) .rovls Oss.es Leases Amortisation Other prepaid
ions carried
tax assets
forward
Balance at 31 December 2018 2,546 394 - 1,085 817 4,842
Provisions (releases) to income statement (126) - (155) (66) (347)
Provisions (rlelez?ses) to statement of other i i ) ) 530 539
comprehensive income
Balance at 31 December 2019 2,420 394 - 930 1,290 5,034
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Prepaid tax assets and deferred tax liabilities arise from the temporary differences between the value
attributed to an asset or liability in the financial statements and the value attributed to that asset or
liability for tax purposes.

8.7 Inventories

The following table displays a detailed breakdown of the item “Inventories” at 31 December 2019 and
2018:

(en € thonsands) S

2019 2018
Raw materials, supplies, consumables and spare parts 14,735 14,038
Finished products and goods 12,048 7,761
Semi-finished products - -
Payments on account 41 34
Total gross inventories 26,824 21,833
Inventory write-down reserve (944) (35)
Total inventories 25,880 21,797

Inventories are recorded net of the obsolescence reserve, which amounted to €944 thousand at 31 De-
cember 2019 and related mainly to spare parts for slow-moving equipment. Changes in the inventories
write-down reserve during 2019 are shown below:

(21t € thonsands) Inventory write-down reserve
Balance at 31 December 2018 35
Provisions 699
Uses/Releases (43)
Change to the consolidation scope 253
Balance at 31 December 2019 9244

8.8 Trade receivables

The following table displays a detailed breakdown of the item “Trade receivables”at 31 December 2019
and 2018:

(in € thousands) G s

2019 2018
Trade recervables from customers 64,675 64,947
Trade receivables from related parties 19 1,124
Trade receivables (gross) 64,694 66,071
Provision for doubtful trade receivables (15,420) (14,699)
Total trade receivables 49,274 51,372

The following table displays the changes in the provision for doubtful trade receivable for the year
ended 31 December 2019:
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(en € thousands) Provision for doubtful trade receivables

Balance at 31 December 2018 14,699
Provisions 500
Uses (8)
Releases =
Change to the consolidation scope 229
Balance at 31 December 2019 15,420

The net value of overdue trade receivables at 31 December 2019 amounted to €12,112 thousand, a
considerable decrease compared with the previous year.

Analysis of the credit risk, including evidence of the coverage of the individual maturity bands of the
provision for bad debts, is reported in the previous section “Management of financial risks”.

Analysis of trade receivables with related parties is reported in the below section “Transactions with
related parties”.

The book value of trade receivables is deemed to approximate their fair value.

8.9 Current tax assets and liabilities

Current tax assets totalled €716 thousand at 31 December 2019 and €797 thousand at 31 December
2018.

Current tax liabilities totalled €471 thousand at 31 December 2019 and €410 thousand at 31 December
2018.

The changes in the net balances of the assets and liabilities under review for the year ended 31 Decem-

ber 2019 mainly concern the setting aside of current income taxes, amounting to €344 thousand, and
payments amounting to €738 thousand.

8.10 Other receivables and current assets

The following table provides a breakdown of the item “Other receivables and current assets” at 31 De-
cember 2019 and 2018:

At December 31
(2 € thonsands)
2019 2,018

Receivables from Newlat Group - 10,000
Tax assets 2,144 1,336
Receivables from social security institutions 699 768
Accrued income and prepayments 530 265
Payments on account 401 542
Other receivables 927 46
Receivables from New Property SpA - 10,000
Total other receivables and current assets 4,701 22,957
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Receivables from New Property S.p.A. at 31 December 2018 related to the residual receivable from the
adjustment arising from the demerger in favour of the associate New Property S.p.A.in 2017. This recei-
vable was collected in full in the first half of 2019.

Receivables from social security institutions at 31 December 2019 and 2018 mainly refer to receivables
from INAIL, amounting to €699 thousand and €768 thousand respectively.

Payments on account at 31 December 2019 and 2018 mainly refer to down payments for supplies.

Tax credits at 31 December 2019 mainly include VAT credits of €454 thousand, research and develop-
ment credits of €495 thousand and INAIL credits of €556 thousand.

8.11 Current financial assets measured at fair value through profit or loss

The following table shows the breakdown of the item “Current financial assets measured at fair value
through profit or loss” as at 31 December 2019 and 2018:

At December 31
2019 2018

(in € thousands)

Fixed rate bonds (BMPS)
Unlisted shares 4 4
Total current financial assets measured at fair value through profit or

loss

This item includes bonds held for sale.

8.12 Cash and cash equivalents

The following table displays a detailed breakdown of the item “Cash and cash equivalents” at 31 De-
cember 2019 and 2018:

At December 31
(211 € thonsands)
2019 2018
Bank and postal deposits 100,846 37,644
Cash at hand 38 39
Total cash and cash equivalents 100,884 37,683

Bank and postal deposits refer to cash and cash equivalents deposited mainly in current accounts held
with leading banking and financial institutions.

At 31 December 2019, cash and cash equivalents were not subject to restrictions or constraints.

Part of the aforementioned cash and cash equivalents, amounting to €37,345 thousand and €45,338
thousand respectively at 31 December 2018 and 2019, is attributable to the centralised treasury rela-
tionships of Newlat Food and Centrale del Latte di Salerno with the parent company Newlat Group S.A.

At the date of preparation of these consolidated financial statements, the Company is in the process of
finalising the transfer of cash pooling management from the parent company Newlat Group S.A. to the
subsidiary Newlat Food S.p.A., which will therefore shortly assume the role of pooler.
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See the statement of cash flows for changes in the item “Cash and cash equivalents” during the years
under review.

8.13 Shareholders’ equity

At 31 December 2019, the item “Shareholders’ equity” amounted to €91,546 thousand.

As reported in the statement of changes in consolidated equity, such changes in the year ended 31 De-
cember 2019 related to:

« the reduction of shareholders’ equity in favour of the shareholder Newlat Group S.A.,resulting
from the payment of the fee of €68,324 thousand for the acquisition of Newlat Deutschland,
recognised, against the consolidation of the new subsidiary company from 31 October 2019, as
part of the preparation of the consolidated financial statements, consistent with the accounting
treatment of transactions between related companies under common control,

e the institutional placement of 13,780,482 shares for a total amount of €79,927 thousand,
gross of bank fees and other transaction costs relating to the listing transaction;

« the listing costs related to the public offer for subscription, recorded as a direct reduction of
shareholders’ equity for a total amount of €5,077 thousand;

« the tax benefit related to IPO costs, for a total amount of €1,416 thousand;
« the recognition of the total net profit for the year, in the amount of €7,173 thousand.

e Actuarial losses of €249 thousand, relating to the discounting of the employee severance
indemnity provision.

Share capital

As at 31 December 2019,the Company’s fully subscribed and paid-up share capital totalled €40,780,482,
divided into 40,780,482 ordinary shares that were dematerialised as a result of the IPO operation

Legal reserve

At 31 December 2019, the legal reserve totalled €2,123 thousand.
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8.14 Provisions for employee benefits

The following table shows the breakdown of and changes in the item “Provisions for employee benefits”
for the years ending 31 December 2019 and 2018:

Employee

severance Newlat T T
(in € thonsands) indemnity Deutschland e

. ’ benefits
(Italian Pension Plan
companies)

Balance at 31 December 2018 10,569 10,569
Current service cost 58 58
Financial expenses 159 = 1539
Actuarial losses/(gains) 324 324
Benetits paid (1,152) - (1,152)
Change to the consolidation scope 125 563 638
Balance at 31 December 2019 10,083 563 10,646

Provisions for employee benefits represent the estimated obligation, determined on the basis of actua-
rial techniques, relating to the amount to be paid to employees when their employment with the com-
pany ends.

Employee severance indemnity (TFR)

The liability for Newlat’s employee severance indemnity, which falls within the IAS 19 definition of de-
fined benefit plans, was determined according to actuarial logic. The following are the main actuarial,
financial and demographic assumptions used to determine the value of the liability at 31 December
2019 and 2018, in accordance with the provisions of IAS 19:

At December 31
2019 2018
Financial assumptions
Discount rate 0.77% 1.30%
Inflation rate 1.00% 1.50%
Annual rate of salary increase 1.00% 1.50%

Demographic assumptions

Death SIM/SIF2002 ISTAT table SIM/SIF2002 ISTAT table
Achievement of the first pensionable Achievement of the first
Retirement requirement according to current pensionable requirement

legislation

according to current legislation

The following table summarises the main assumptions relating to the annual turnover rate and reque-
sts for specific severance pay advances adopted for the calculation of Newlat’s provisions for employee
benefits in accordance with the provisions of 1AS 19:

At December 31

2019 2018
Annual turnover rate and TFR Advances Newlat Food Newlat Food
Frequency of advances 3.50% 3.00%
Frequency of turnover 0.40% 3.80%
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The following table summarises the sensitivity analysis for each actuarial, financial and demographic
assumption, showing the effects (in absolute terms) that would have occurred as a result of changes to
the reasonably possible actuarial assumptions on 31 December 2019 and 2018:

; : Rate of sal Ch i
Discount rate Inflation rate air?c(:‘e:seary retirejlnleg;tl: .
(in € thonsands) a5 g
+0.50% 0;’ +0.50% 0.50% +0.50% -0.50% + 1year -1year
o
Employee benefits (severance indemnities) - -
4 f £ - ] |(7
at 31 December 2019 (526) >69 )49 (926) 2 ) ()
Employee benefits (severance indemnities) 610 665 400 (395) 10 (10) 37 (40)

at 31 December 2018

Newlat Deutschland Pension Plan

The following table summarises the main actuarial and financial assumptions made, in accordance with
[AS 19,to determine the value of the liability relating to the Newlat Deutschland staff pension plan at
31 December 2019 and 2018:

At December 31
2019 2018
Discount rate 2.02% 2.02%
Rate of pension increase 1.70% 1.70%

8.15 Provisions for risks and charges

9

The following table shows the breakdown of and changes in the item “Provisions for risks and charges’
for the years ending 31 December 2019 and 2018:

Other

Provision for o 3 i 5 Total provisions
: : Provision for provisions for :
(in € thonsands) agents’ £ ; for risks and
: iis legal risks risks and
indemnities charges
charges
Balance at 31 December 2018 939 69 - 1,008
Provisions 128 - - 128
Uses = . = 5
Releases (34 - - (34)
Change to the consolidation scope 138 155 = 293
Balance at 31 December 2019 1,171 224 - 1.395

The provision for agents’ indemnities,amounting to €1,171 thousand at 31 December 2019, represents
a reasonable forecast of the charges that would be borne by the Group in the event of future interrup-
tion of agency relationships.

8.16 Current and non-current financial liabilities

The following table provides a detailed breakdown of the item “Financial liabilities” (current and
non-current) at 31 December 2019 and 2018:
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At 31 December 2019 At 31 December 2018
(in € thonsands) Current Non-current Current Non-current
portion portion portion portion
Payables to Newlat Group SA for cash pooling . - .
Total financial debt to Newlat Group - - - -
Unicredit loan agreement (Newlat Food SpA) 1,690 1,644 1,691
Unicredit loan agreement (Newlat Deutschland) 89
Deutsche Bank loan agreement 3,000 12,000
Trade credit facilities 10:575 == 24,324
Other lines of credit 7,000 2
Current account overdrafts 102 - 138
Total financial debt to banks 22,456 12,000 26,106 1,691
Total financial liabilities 22,456 12,000 26,106 1,691

The following table shows an analysis by maturity of the financial liabilities outstanding at 31 Decem-

ber 2019:

Carryi
amol::tlf.t Expiry date
it thoendy Dec::'nhe Year Year Year Year Year
£2019 2020 2021 2022 2023 2024
Unicredit loan agreement (Newlat Food SpA) 1,691 1,691 -
Unicredit loan agreement (Newlat Deutschland) 89 89 = =
Deutsche Bank loan agreement 15,000 3,000 3,000 3,000 3,000 3,000
Payables for mnvoice payments on account (BMPS) 10,575 10,575 - -
Other lines of credit 7,000 7,000
Use of credit lines and current account overdrafts 102 102 - -
Total financial liabilities 34,456 22,456 3,000 3,000 3,000 3,000

The following table shows the Net Financial Position, according to the classification scheme indicated
in the Consob Communication:

(tn € thonsands) At December 31

Net financial debt 2019 2018
A. Cash 100,884 37,683
B. Cash equivalents = =
C. Securities held for trading 3 4
D. Cash and cash equivalents (A)+(B)+(C) 100,888 37,687
E. Current financial receivables - -
F Current bank payables (17,575) (24,324)
G. Current portion of non-current debt 4,779 (1,644)
H. Other current financial debt (4.878) (5,126)
I. Current financial debt (F)+(G)+(H) (27,232) (31,094)
- of which gnaranteed (12,263) (25,968)
- of which not guaranieed (14,957) (5.1256)
J. Net current financial debt (I)+ (E)+ (D) 73,656 6,593
K. Non-current bank payables (12,000) (1,691)
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1. Bonds issied =

M. Other non-current financial debt (13,032) (14,052)
N. Non-current financial debt (K)+(L)+(M) (25,032) (15,743)
- of which guaranteed - (1,691)
- of which not guaranteed (25,032) (14,052)
0. O. Net financial debt (J)+ (IN) 48,623 (9,150)

Without considering the effects of IFRS 16, the net financial position would be determined as follows:

At December 31
(in € thonsands)
2019 2018
Net financial debt 48,623 (9,150)
Current lease liabilities 4,776 4,988
Non-current lease liabilities 13,032 14,052
Net Financial Position 66,432 9,890

Below is a description of the main items that make up the Group’s financial liabilities at 31 December
2019 and 2018:

a) Loans outstanding at 31 December 2019

On 29 December 2014, Newlat entered into a loan agreement with Unicredit S.p.A. for a total amount
of €8,000 thousand, to be used for the acquisition of all shares in Centrale del Latte di Salerno S.p.A.

The loan was set to mature on 31 December 2020. The contract provides for 12 monthly pre-amortisa-
tion instalments and then 60 monthly deferred repayments of the principal portion of the loan,from 31
January 2016 to 31 December 2020.

The applicable interest rate is variable and equal to the three-month Euribor plus a spread of 2.7%.
The loan agreement provides for the possibility of early repayment by Newlat provided that: (i) the ar-
rears and all sums due in any form have been settled and (ii) a fee equal to 2% of the principal repaid
in advance is paid.

The loan does not require compliance with financial covenants.

Deutsche Bank loan agreement (Newlat Food S.p.A.)

On 14 November 2019, Newlat entered into a loan agreement with Deutsche Bank for an amount equal
to €15,000 thousand.

The loan was set to mature on 28 November 2024. The contract provides for 20 quarterly repayment
instalments, starting from 20 February 2020.

The interest rate applicable to the loan agreement is 0.70%.

The loan does not require compliance with financial covenants.
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Unicredit loan agreement (Newlat Deutschland)

On 5 January 2015, Newlat Deutschland entered into a loan agreement with Unicredit S.p.A. for an
amount equal to €5,000 thousand.

The contract provides for reimbursement by means of 60 deferred monthly instalments and final matu-
rity on 31 January 2020.

This loan does not require compliance with financial covenants.
d) Payables for advances on invoices
This item refers to payables to credit institutions for advances on invoices.

The following table shows, in accordance with IAS 7, changes in financial liabilities arising from cash
flows generated and/or absorbed by financing activities, as well as from non-monetary items

At 31 Change in N At 31

(zn € thousands) December consolidation v Repayments Reclassifications December
' loans

2018 scope 2019
Non- financial
i 1,691 : . : 10,309 12,000
liabilities
Current financial liabilities 26,106 7,451 15,000 (15,792) (10,309 22,456
Total financial liabilities 27,7917 7,451 15,000 (15,792) - 34,456

8.17 Other non-current liabilities

The following table provides a detailed breakdown of the item “Other non-current liabilities” at 31 De-
cember 2019 and 2018:

At December 31
(in € thonsands)
2019 2018
Payables for acquisition of business units 600 -
Total other non-current liabilities 600 =

Payables for acquisitions of business units in the periods under review refer to the non-current portion
of the Newlat Deutschland debt for the prior-year acquisition from Ebro Foods S.A. of the business unit
that includes the brands “Drei Glocken” and “Birkel”.

8.18 Trade payables

The following table provides a detailed breakdown of the item “Trade payables” at 31 December 2019
and 2018:

At December 31

(in € thoisands)

2019 2018
Trade payables to suppliers 85,443 70,290
Trade payables to related parties 149 195
Total trade payables 85,592 70,485
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This item mainly includes payables relating to the Group’s normal production activities.

Analysis of trade payables with related parties is reported in the “Transactions with related parties”
section of the Consolidated Financial Statements.

The book value of trade payables is deemed to approximate their fair value.

8.19 Other current liabilities

The following table provides a breakdown of the item “Other current liabilities” at 31 December 2019
and 2018:

At December 31
(in € thonsands)
2019 2018

Payables to employees 6,862 5,440
Payables to sodal security institutions 2,603 2,642
Payables for acquisitions of business units 1,973 =
Taxes payable 1,935 1,485
Accrued Labilities and deferred income 1,068 699
Payables for building releases - -
Miscellaneous payables 938 603
Total other current liabilities 15,379 10,869

Payables to employees relate mainly to salaries to be settled and deferred charges such as holidays,
leave and additional monthly payments.

Payables to social security institutions mainly refer to liabilities with the INPS and other social security
institutions for the payment of contributions.

Payables for acquisitions of business units in the periods under review refer to the current portion of the
Newlat Deutschland debt for the aforementioned acquisition of the Ebro Foods S.A. business unit that
includes the brands “Drei Glocken” and “Birkel”.

Tax payables at 31 December 2019 mainly include payables to the Treasury for withholding taxes,
amounting to €1,849 thousand.
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9 NOTES TO THE CONSOLIDATED INCOME STATEMENT

9.1 Revenue from contracts with customers

The following table provides a breakdown of the item “Revenue from contracts with customers” by ope-
rating segment:

Year ended 31 December

(tn € thousands)

2019 2018
Pasta 83,118 68,439
Milk Products 70,216 71,050
Bakery Products 35,670 35353
Dairy Products 33,971 30,190
Special Products 30,547 28,449
Other assets 17,931 18,101
Total revenue from contracts with customers 270,752 251,583

The following table provides a breakdown of the item “Revenue from contracts with customers” by di-
stribution channel:

Year ended 31 December

(in € thonsands)

2019 2018
Mass Distribution 150,805 136,774
B2B partners 40,081 38,770
Normal tracde 37.443 35,208
Private labels 33,235 32,627
Food services 9,188 8,204
Total revenue from contracts with customers 270,752 251,583

The following table provides a breakdown of the item “Revenue from contracts with customers” by ge-

ographical area:

i it Year ended 31 December

2019 2018
Italy 171,684 109,334
Germany 46,359 89.865
Other countues 52,709 52,384
‘Total revenue from contracts with customers 270,752 251,583

Revenue from contracts with customers for the year ended 31 December 2019 is almost exclusively
related to the sale of goods. Revenues associated with such sales of goods are recognised when control
of the asset is transferred to the customer.

9.2 Operating costs

The following table provides details of operating costs broken down by purpose for the years ending
31 December 2019 and 2018:
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Year ended 31 December

(in € thousands) 2019 2018

Cost of sales 224 355 215,432
Sales and distrnbution costs 25,108 21,023
Administrative costs 11,511 10,309
Total operating costs 260,974 246,763

The table below shows details of the same operating costs broken down according to their nature:

e i Year ended 31 December

(in € thonsands) 2019 2018
Purchase and consumption of raw materials and finished goods 132,577 133,252
Personnel costs 46,296 41,131
Packaging 19,967 20,897
Transport 15,616 15,456
Utilities 12,308 11,360
Amortisation, depreciation and write-downs 111772 11,290
Sales commissions 4923 4903
Porterage and logistics 3,120 2,350
Surveillance and cleaning 3,922 3,011
Maintenance and repair 2,434 2,160
Royalties payable 1,694 13
Cost for use of third-party assets 1,929 1,054
Advertising and promotions 593 624
Consultancy and professional services 698 514
Insurance 696 581
Laboratory analysis and testing 962 741
Production plant services 388 414
Remuneration to the Chairman and Directors 36 114
Remuneration to independent auditors 248 105
Remuneration to Statutory Auditors 90 33
Release of provision for Ozzano Taro risks - (7,795)
Other minor costs 1,305 2,855
Total operating costs 260,974 246,763

Operating costs increased by €14,211 thousand, from €246,763 thousand in the year ended 31 De-
cember 2018 to €260,973 thousand in the year ended 31 December 2019, mainly as a result of the

acquisitions of Delverde Industrie Alimentari S.p.A. (from 9 April 2019) and Newlat Deutschland (from
1 November 2019).

9.3 Net write-downs of financial assets

The item “Net write-downs of financial assets”,amounting to €674 thousand for the year ending 31 De-
cember 2019, refers to the write-down of doubtful trade receivables. A detailed breakdown of changes
in the provision for bad debts for the years ending 31 December 2019 and 2018 is set out in note 8.8
-“Trade receivables” to the Consolidated Financial Statements.
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9.4 Other revenues and income

The following table provides a breakdown of the item “Other revenues and income”:

Year ended 31 December

(in € thonsands) 2019 2018
Repayments and compensation 2,022 1,587
Advertising revenues and promotional contributions 68 54
Tax credit for research and development activities 200 295
Leases receivable 203 242
Other revenmes of the Ozzano Taro plant 282 454
Capital gains from disposal of assets 84 7

Other minor elements of revenue and income 1,783 841
Total other revenue and income 4,642 4,630

9.5 Other operating costs

The table below shows a detailed breakdown of the item “Other operating costs”:

) Year ended 31 December
(in € thonsands) 2019 2018
Stamps, duties and local taxes 628 764
Corporate canteen 237 221
Repayments and compensation 367 139
Benefits and membership fees 48 131
Losses = 3
Other minor operating costs 1,674 1,200
Total other operating costs 2,954 2,458
9.6 Financial income and expenses
The table below shows a detailed breakdown of the item “Financial income”:
G i) Year ended 31 December
2019 2018
Interest income from cash pooling 408 1,026
Net foreign exchange gains - 81
Other financial income 29 14
Total financial income 438 1,121
Interest income from cash pooling refers to bank deposits outstanding at 31 December 2019.
The table below shows a breakdown of the item “Financial expenses”:
: Year ended 31 December
(tn € thowsands) 2109 2018
Interest expense on bank loans and advances on invoices 833 688
Interest expense on lease liabilities 422 479
Interest expense and charges to Newlat Group 135 470
Fees and commissions 261 146
Net foreign exchange losses 16 -
Net mterest expense on provisions for employee benefits 168 145
Other financial expenses 16 14
Total financial expenses 1,852 1,942
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9.7 Income taxes

The table below shows a detailed breakdown of the item “Income taxes”:

G sy Year ended 31 December

2019 2018
Current taxes 592 586
Prior-year taxes - (190)
Tax benefit to shareholders’ equity (accounting effect only) 1,416
Total current taxes 2,008 396
Decrease (increase) in prepaid taxes 197 1,476
Increase (decrease) in deferred taxes @) -
Total deferred taxes 195 1,476
Total income taxes 2,204 1,872

The following table displays a reconciliation of the theoretical tax rate with the effective impact on the
pre-tax result:

(00 € Hoossnil) Year ended 31 December

' 2019 2018
Profit (loss) before taxes 9,377 5,233
Theoretical rate 27.9% 27.9%
Theoretical tax charge 2,616 1,460
Adjustments
Difference between theoretical and local rates 42
Prior-year taxes = (190)
Miscellaneous (454) G603
Income taxes 2,204 1,873

At the tax rate calculated as above, the tax benefit recorded among the reserves of Shareholders’ Equity
relating to the costs of listing, totalling €1,416 thousand (fully deductible for tax purposes in 2019),
must be considered.

The Company was audited by the Finance Police for the years 2016 and 2017. The audit did not reveal

significant findings that should be reflected in the statement of financial position, income statement
and statement of cash flows of the Company and the Group at 31 December 2019.

9.8 Net profit/(loss) per share

The table below shows the net profit/loss per share, calculated as the ratio of net income to the wei-
ghted average number of ordinary shares in circulation during the period.

For the year ended 31 December

2019 2018
Profit for the year attributable to the Group in € thousands 173 3,361
Weighted average number of shares in circulation 29.206,707 27,000,000
Earnings per share (€) 0.25 0.12

The diluted earnings per share is the same as the basic earnings per share because there are no financial instru-
ments with potential dilutive effects. The earnings per share for 2018 were made comparable with the 2019 data.
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TRANSACTIONS WITH RELATED PARTIES

The transactions entered into by the Group with related parties, identified on the basis of criteria defi-
ned by IAS 24 - “Related Party Disclosures”, are primarily of a commercial and financial nature and are
carried out at arm’s length conditions.

Despite this,there is no guarantee that, if these transactions had been conducted between or with third
parties, said third parties would have negotiated and entered into the relevant contracts, or executed
the transactions themselves, under the same conditions and in the same manner.

The Group deals with the following related parties:

e Newlat Group, a direct or indirect parent company; and

e subsidiaries of the direct parent company or indirect parent companies other than its own subsidiaries
and associates (‘“Companies controlled by the parent companies”).

The following table provides a detailed breakdown of the statement of financial position items relating
to the Group’s transactions with related parties at 31 December 2019 and 2018:

Companies controlled by the parent

Parent company : Total % of
companies
Other statemen  statemen
S 3 tof t of
(n € tmimds) SO Total financial financial
Newlat Group Corticella New Property  controlled by ah 3
the parent P?smon po’srnon
5 items item
companies

Right-of-use assets
At 31 December 2019 - 1,641 7,826 - 9,467 17,326 54.6%
At 31 December 2018 - 2,110 10,117 - 12,227 18,429 66.3%
Non-current
financial assets at
amortised cost
At 31 December 2019 - 125 610 o 735 866 84.9%
At 31 December 2018 - 125 610 Z 735 858 85.7%
Trade receivables
At 31 December 2019 = - - 19 19 4877 0.0%
At 31 December 2018 - - - 1,124 1,124 51,372 2.2%
Other receivables
and current assets
At 31 December 2019 - - - - - 4,701 0.0%
At 31 December 2018 10,000 - 10,000 = 20,000 22,957 87.1%
Cash and cash
equivalents
At 31 December 2019 45,338 - B - 45,338 100,854 44.9%
At 31 December 2018 37,345 - - - 37,345 37,683 99.1%
Non-current lease
Liabilites
At 31 December 2019 Z 1,222 5,767 - 6,989 13,032 53.6%
At 31 December 2018 - 1,682 8,018 - 9,700 14,052 69.0%
Trade payables
At 31 December 2019 48 - 57 44 149 85,592 0.2%
At 31 December 2018 130 - 58 7 195 70,485 0.3%
Current lease
lLiabilities
At 31 December 2019 B 460 1,881 - 2,341 4,776 49.0%
At 31 December 2018 - 454 2,222 - 2,676 4,988 53.6%
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The following table provides a breakdown of the income statement items relating to the Group’s tran-
sactions with related parties for the years ended 31 December 2019 and 2018:

Companies controlled by the parent

Parent company —— Total % of
P oh statemen statemen
er
(i € thousands) companies  Total ﬁn:uz:i ol ﬁnt of. i
Newlat Group Corrticella New Property  controlled by = ——
T position  position
coml;)anim items itemn
Revenue from
contracts with
customers
Year ended 31 e
December 2019 26,442 26,442 251,583  10.5%
Year ended 31
December 2018
Cost of sales
Year ended 31 "
4 ; =7 ] 1 50/
December 2019 500 2,743 114 3,357 224,355 1.5%
Year ended 31 .
2.87 39
December 2018 469 2,291 114 2,874 215432 1.3%
Administrative costs
Year ended 31 -
_ _ _ - .
Decstibar 10 417 417 11511 3.6%
Year ended 31 ; - o
December 2018 810 N i E 810 10,309 1.9%
Financial income
Year ended 31 By
December 2019 A - - - 408 438 93.2%
Year ended 31
e Z R E=ty)
December 2018 1,026 1,026 1,121 91.5%
Financial expenses
Year ended 31 =
i 5 9 7 0/
December 2019 135 135 1,852 3%
Year ended 31
( : 7 24.29,
December 2018 +70 470 1,942 24.2%

Transactions with parent company Newlat Group

Cash and cash equivalents, amounting to €37,345 thousand and €45,338 thousand respectively at 31
December 2018 and 2019, are attributable to the cash pooling relationships of Newlat Food and Cen-
trale del Latte di Salerno S.p.A. (company merged at 31 December 2019) with the parent company.
Of the administrative expenses at 31 December 2019, €288 thousand are attributable to operating
expenses incurred by Newlat, Centrale del Latte di Salerno S.p.A. and Newlat Deutschland in relation to
service contracts and €417 thousand to fees incurred in relation to the cash pooling agreements signed
by Newlat, Centrale del Latte di Salerno S.p.A. and Newlat Deutschland.

Transactions with companies controlled by the parent companies

The following are the companies controlled by the parent companies with which the Group has con-
ducted transactions during the periods under review:

« Corticella Molini e Pastifici S.p.A., a real estate company to which lease royalties are paid;
* New Property S.p.A., a real estate company to which lease royalties are paid;
e Other companies controlled by the parent companies, such as Newservice S.r.l., Latterie Riunite Piana

del Sele S.r.l.and Piana del Sele Latteria Sociale S.p.A.
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Corticella Molini e Pastifici S.p.A. (merged into New Property S.p.A.)

At 31 December 2019,€1,641 thousand of right-of-use assets and €460 thousand and €1,222 thousand
respectively of current and non-current lease liabilities relate to real estate owned by Corticella Molini
e Pastifici S.p.A. and leased to Newlat through an agreement signed on 1 July 2017. The recognition of
this contract according to IFRS 16 led to the recognition of depreciation,recorded in the cost of sales, of
€469 thousand, and financial charges of €46 thousand. Non-current financial assets at amortised cost
at 31 December 2019 refer to security deposits paid to Corticella Molini e Pastifici S.p.A. in relation to
this contract.

New Property S.p.A.

At 31 December 2018, €7,826 thousand of right-of-use assets and €1,881 thousand and €8,018 thou-
sand respectively of current and non-current lease liabilities relate to the real estate spun off to New
Property S.p.A. and subsequently leased to Newlat. The recognition of these contracts according to IFRS
16 led to the recognition of depreciation,recorded in the cost of sales,of €2,291 thousand, and financial
charges of €218 thousand for the year ended 31 December 2019.

Of the other receivables and current assets at 31 December 2018, €10,000 thousand referred to the
adjustment deriving from the differences between the book values of the assets and liabilities spun off
to New Property S.p.A.,between 31 December 2016 and the effective date of the spin-off,namely 1 June
2017.This receivable was collected in full by Newlat in the first half of 2019.

10 COMMITMENTS AND GUARANTEES

The following table shows the lease commitments in relation to operating leases at 31 December 2019
and 2018; the amount of these commitments, discounted, is reflected in the lease liabilities under IFRS
16:

. At December 31
(in € thousands) 2019 2018
Commitments for operating leases
- less than 1 year 1.931 1.931
- between 1 and 5 years 18,075 18,075
- over 5 years 4,681 4.881
Total commitments for operating leases 24,887 24,887

The guarantees given to the Group by Newlat Group S.A. amounted to €47,900 thousand at 31 Decem-
ber 2019 and refer, in the amount of €32,400 thousand, to a surety provided in relation to payables to
banks for available lines of credit. The remaining amount, totalling €15,500 thousand at 31 December
2019, refers to letters of sponsorship in favour of Newlat Deutschland in relation to transactions with
UniCredit.
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11 OTHER INFORMATION

11.1 Remuneration to directors, statutory auditors and managers
with strategic responsibilities

The fees payable to Directors and Statutory Auditors amounted to €106 thousand and €26 thousand
respectively in the year ended 31 December 2019.

The total remuneration of managers with strategic responsibilities came to €221 thousand in the year
ended 31 December 2019. No loans or advances were granted to Directors in 2019.

11.2 Independent Auditors’ fees

The independent auditors’ fees for activities carried out in 2019 totalled €206 thousand.
11.3 Research and development activities

Research and development (‘R&D”), carried out within the Group, is based on the ability to develop in-
novative products, sometimes evocative of local tradition, while respecting the target markets.

Research and development costs incurred during the three-year period under review have been instru-
mental in pursuing the Group’s production and commercial strategies,aimed at making product ranges
more innovative and strengthening its position in the market.

Research and development expenses totalled €3,389 thousand for the year ended 31 December 2019,
corresponding to 1.25% of revenues from contracts with Group customers, fully expensed in the income
statement.

It should be noted that, for 2019, the Company intends to avail itself of the research and development

tax credit provided for in article 1, paragraph 35, of Law no. 190 of 23 December 2014, and to use it in
the manner specified in the said legislation.
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CERTIFICATION OF THE CONSOLIDATED FINANCIAL STATEMENTS
PURSUANT TO ARTICLE 154-BIS OF LEGISLATIVE DECREE 58/98

ewlat
FOOD SpA

A MULTIERAND COMPANY

Taking into consideration article 154-bis (3) and (4) of Legislative Decree no. 58 of 24 February 1998,
the undersigned, Angelo Mastrolia, as CEO, and Rocco Sergi, as Financial Reporting Officer, of
Newlat Food Group, certify:

the adequacy in relation to the company characteristics, and

the effective application

of the administrative and accounting procedures for preparing the consolidated financial statements

during the 2019 financial year.

It is furthermore declared that the consolidated financial statements at 31 December 2019:

a) were prepared in compliance with the applicable international accounting standards
adopted by the European Community, pursuant to Regulation (EC) no. 1606/2002 of
the European Parliament and Council, of 19 July 2002;
b) correspond with the accounting books and records;
c) provide a true and correct representation of the asset, economic and financial
situation of the issuer and of the companies included in the consolidation.
The management report includes a reliable analysis of the performance and results of operations, as
well as the situation of the issuer and the companies included in the scope of consolidation, together

with a description of the key risks and uncertainties they are exposed to.

Reggio Emilia, 19 March 2020

Chief Executive Officer Financial Reporting Officer

Angelo Mastrolia Rocco Sergi

. ootk Torre ,ﬁ

. Centrale Gy Vi @8 Sa2 S
Gricte: Cpee GRS | 5G| V18 | o GIGLIO
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AUDITING FIRM’S REPORT

A

pwec

Independent auditor’s report
in accordance with article 14 of Legislative Decree no. 39 of 27 JJanuary 2o1o and article 10 of
Regulation (EU) no. 537/2014

To the shareholders of Newlat Food SpA

Report on the audit of the consolidated financial statements
Opinion

We have audited the consolidated financial statements of Newlat Food SpA (hereinafter also the
“Company”) and its subsidiary (the “Newlat Group” or the “Group”), which comprise the consolidated
statement of financial posilion as of 31 December 2019, the consolidaled income statement,
consolidated statement of other comprehensive income, consolidated statement of changes in equity,
consolidated statement of cash flows for the year then ended and explanatory notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements of Newlal Food SpA give a true and fair view of
the financial position of Newlat Group as of 31 December 2019 and of the result of its operations and
cash flows for the year then ended in accordance with International Financial Reporting Standards as
adopted by the European Union, as well as with the regulations issued to implement article 9 of
Legislative Decree no. 38/05.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA Italy).

Our responsibilities under those standards are further described in the “Auditor’s responsibilities for
the audit of the consolidated financial statements” section of this report. We are independent of
Newlat Food SpA pursuant to the regulations and standards on ethics and independence applicable to
audits of financial statements under Italian law. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.
PricewaterhouseCoopers SpA
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Key Audit Matters

Recoverability of goodwill

(See notes 2.2 — “Accounting policies” and 8.5 -
“Intangible assets — Goodwill” to the
consolidated financial statements as of 31
December 2019)

As of 31 December 2019, the carrying amount of
goodwill in the consolidated linancial statements
of Newlat Group was approximately Euro 3.9
million.

The Company verifies the recoverability of
goodwill at least annually.

In our statutory audit of the consolidated
financial statements, we considered this a key
audit matter in consideration of the materiality of
the balance relative to the financial position of
Newlat Group as of 31 December 2019 and of the
elements of estimation intrinsic to the assessment
of recoverability made by the Company's
Directors.

The valuation models applied to determine the
recoverable amount (value in use) of the cash
generating unit (*CGU”) to which goodwill has
been allocaled are based on complex valuations
and estimates made by management, referred to
the growth projections reflected in the Business
Plan 2019 — 2022, which was approved by the
Board of Directors on 22 July 2019.

In detail, the valuation models of the recoverable
amount of the CGU to which goodwill has been
allocated and the assumptions used in those
models are influenced by future market
conditions with regard to the future cash flows,
the perpetual growth rate and the discount rate.

In order to assess the recoverability of goodwill,
the Directors of Newlat Food SpA, with the
support of an external advisor, prepared a specific
impairment test.

Auditing procedures performed in
response to key audit matters

Our audit approach involved, first of all,
understanding and evaluating the method
and procedures defined by the Company to
determine the recoverable amount of the CGU
to which goodwill has been allocated, which
were approved by the Board of Directors on
19 March 2020, in accordance with
International Financial Reporting Standard
IAS 36 as adopted by the European Union.

Specifically, we verified the reasonableness of
the assumptions made by the Directors of
Newlat Food SpA underlying the
identification of the CGU.

We verified, also involving business valuation
experts from the PwC network, that the
method used by the Company was consistent
with [AS 36 as adopted by the European
Union and with prevailing valuation practice.

Moreover, the key valuation parameters
adopted by the Company were analysed in
terms of reasonableness. With specific
reference to the method applied to determine
the discount rate (average weighted cost of
capital, “WACC™), we verified that the latter
had been determined in accordance with best
practices and using market data. Similarly, we
analysed the determination of the medium-
[long-term growth rate ("g") against the
guidelines given by IFRS as adopted by the
European Union.

We also verilied the consistency ol the cash
flows used in the valuation models and those
included in the Business Plan 2019 — 2022.
We analvsed the reasonableness of estimated
future cash flows by discussion with the

Company's management.

We also verified the mathematical accuracy of
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Key Audit Matters

Auditing procedures performed in
response to key audit matters

Indefinite-lived intangible assets and
impairment testing process

(See notes 2.3 — “Accounting policies” and 8.3 -
“Intangible assets — Indefinite-lived trademarks”
to the consolidated financial statements as of 31
December 2010)

Indefinite-lived intangible assets relating to the
“Drei Glocken™ and “Birkel” brands of the newly
controlled subsidiary Newlat GmbH, recognised
in the consolidated financial statements of Newlat
Group as of 31 December 2019 for approximately
Euro 18.9 million, are tested annually for
impairment, as required by [AS 36.

Estimating the recoverable amount of assets
being tested for impairment, determined using
the value in use method, requires the Directors of
Newlat Group to develop estimates that by nature
contain significant elements of judgement in
relation to the following:

- the identification of the cash generating
units (“CGU™) to which an asset and/or
asset group is to be allocated;

- the definition of the assumptions
underlying the estimation of future cash
flows from the CGUs identified,
discounted to 31 December 2019, for the
purpose of determining the recoverable
amounl of those assels.

We considered this a key audit matter in
consideration of the importance of those elements

_and the materiality of the carrying amounts of

the valuation models prepared by the
Company.

Finally. we verified the adequacy and
completeness of disclosures provided in the
notes to the consolidated financial
statements.

The process of identification and
measurement of the recoverable amount of
indefinite-lived intangible assets, preliminary
to the identification of pessible impairment
losses, requires in-depth knowledge of the
relevant markets and specialist skills. In
performing our audil procedures on this
financial statements area, we also used the
support of business valuation experts from
the PwC network.

We understood the evaluations and eriteria
used by the Directors to identify the CGUs of
Newlat GmbH to which the indefinite-lived
intangible assets have been allocated.

We verified, on a test basis, the accuracy and
reasonableness of the projections used to
determine the future cash flows of the CGUs
identified.

We assessed the reasonableness of the
assumptions underlying the calculation of the
recoverable amount of indefinite-lived
intangible assets recognised in the
consolidated financial statements, also
through specific sensitivity analyses
performed independently on the key
parameters used in the impairment test,
namely the discounts rate applied to the
estimated future cash flows and the perpetual
growth rate “g".

Finally, we verified the disclosures provided
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Key Audit Matters Auditing procedures performed in
_ response to key audit matters

indefinite-lived intangible assets in the on those assets in the notes to the

consolidated financial statements as of 31 consolidated financial statements.

December 2019,

Emphasis of matter

We draw your attention to the disclosure provided in explanatory note 1.1 — *General information and
significant transactions carried out in 2019” with regard to the accounting and financial effects of
significant transactions carried oul by Newlat Food SpA during the vear ended 31 December 2019,
which affect the comparability of the consolidated financial statements with the accounting figures of
the previous year. Our opinion is not qualified for this matter.

Other matters

The Company, as required by law, has included in the explanatory notes to the consalidated financial
statements the key figures of the latest financial statements of the entity which directs and coordinates
its activities, Our opinion on the consolidated financial statements of Newlat Food SpA does not
extend to those [igures

Responsibilities of the Directors and those charged with governance (“Collegio
Sindacale”) for the consolidated financial statements

The Directors of Newlat Food SpA are responsible for the preparation of consolidated financial
statements that give a true and fair view in accordance with International Financial Reporting
Standards as adopted by the European Union, as well as with the regulations issued to implement
article o of Legislative Decree no. 38 /2005 and, in the terms prescribed by law, for such internal
control as they determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

The Directors are responsible for assessing the Group’s abilily Lo continue as a going concern and, in
preparing the consolidated financial statements, for the appropriate application of the going concern
basis of accounting, and for disclosing matters related to going concern. In preparing the consolidated
financial statements, the Directors use the going concern basis of accounting, unless they either
intend to liquidate Newlat Food SpA or to cease operations, or have no realistic alternative but to do
S0.

Those charged with governance (“Collegio Sindacale”) of Newlat Food SpA are responsible for
overseeing, in the terms prescribed by law, the Group’s financial reporting process.

40f7
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Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
bul is nol a guarantee that an audit conducted in accordance with International Standards on
Auditing (ISA Italy) will always detect a material misstatement when it exists. Misslatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of the
consolidated financial statements.

As part of our audit conducted in accordance with International Standards on Auditing (ISA Ttaly),
we exercised our professional judgement and maintained professional scepticism throughout the
audit. Furthermore:

B we identified and assessed the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error; we designed and performed audit procedures
responsive to those risks; we obtained audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control;

. we obtained an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s internal control;

- we evaluated the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Directors:
- we concluded on the appropriateness of the Directors’ use of the going concern basis of

accounting and, based on the audit evidence obtained. whether a material uncertainty exists
related lo events or conditions that may cast significant doubt on the Group's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going concern;

- we evaluated the overall presentation, structure and content of the consolidated financial
statements, including disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation;

. we oblained sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion on the consolidated
financial stalements.

We communicated with those charged with governance, identified at an appropriate level as required
by ISA Italy, regarding, among other matters, the planned scope and timing of the audit and significant

audit findings, including any significant deficiencies in internal control that we identified during our
audit.
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We also provided those charged with governance with a statement that we comphed with the
regulations and standards on ethics and independence applicable under Italian law and communicated
with them all relationships and other matters that may reasonably be thought to bear on our
independence and, where applicable, related safeguards.

From the matters communicated with those charged with governance, we determined those matters
that were of most significance in the audil of the consolidated financial statements of the current
period and are therefore the key audit matters. We described these matters in our auditor’s report.

Additional disclosures required by article 10 of Regulation (EU) no. 537/2014

On 8 July 2010, the shareholders of Newlat Food SpA in general meeting engaged us to perform the
statutory audit of the Company’s separate and consolidated financial statements for the years ending
31 December 2019 Lo 31 December 2027.

We declare that we did not provide any prohibited non-audit services referred to in article 5,
paragraph 1 of Regulation (EU) no. 537/2014 and that we remained independent of the Company in
conducting the statutory audit.

We confirm that the opinion on the separate financial statements expressed in this report is consistent

with the additional report to those charged with governance (“Collegio Sindacale”), in its capacity as
audit commitlee, prepared pursuant to article 11 of the aforementioned Regulation.

Report on compliance with other laws and regulations

Opinion in accordance with article 14, paragraph 2, letter e) of Legislative Decree
no. 39/2010 and article 123-bis, paragraph 4 of Legislative Decree no. 58/1998

The Directors of Newlat Food SpA are responsible for preparing a report on operations (jointly
prepared for both separate and consolidated financial statements) and a report on corporate
governance and ownership structure as of 31 December 2019, including their consistency with the
relevant consolidated financial statements and their compliance with the law.

We have performed the procedures required under auditing standard (SA Italy) no. 720B in order to
express an opinion on the consistency of the report on operations and of the specific information
included in the report on corporate governance and ownership structure referred to in article 123-bis,
paragraph 4 of Legislative Decree no. 58/1998, with the consolidated financial statements of Newlat
Food SpA as of 31 December 2019 and on their compliance with the law, as well as to issue a statement
on material misstatements, if any.

In our opinion, the report on operations and the specific information included in the report on
corporate governance and ownership structure mentioned above are consistent with the consolidated
financial statements of Newlat Group as of 31 December 2019 and are prepared in compliance with the
law.
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With reference to the statement referred to in article 14, paragraph 2z, letter ¢) of Legislalive Decree
no. 39/2010, issued on the basis of our knowledge and understanding of the Company and its
environment obtained in the course of the audit, we have nothing to report.

Bologna, 27 March 2020
PricewaterhouseCoopers SpA
signed by

Gianni Bendandi
(Partner)

“This report has been translated into the English language from the original, which was issued in
Italian language, solely for the convenience of international readers. Reference in this report to the
Jfinancial statements refer to the financial statements in original Italian and not to any their
translation.”
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FOOD SpA



SEPARATE FINANCIAL STATEMENTS AT 31 December 2019
SEPARATE STATEMENT OF FINANCIAL POSITION

) Note At December 31
fin €)
s 2019 2018
MNon-current assets
: 8.1 , P
Property, plant and equipment 26,949,300 20,745,279
: ; 8.2 s =
Right-of-use assets 17,207,891 16,798,713
of which tramsaciions with related parties 9,467,000 12,227,000
Intangible assets 83 6,387,607 2,176,546
. — 84 s
Investments in subsidiaries 68323752 12,701,000
Non-current financial assets measured at fair value through 8.5
profit or loss ’ 42,075 30,670
: i 4 8.6 ;
Finaneial assets valued at amortizsed cost 866,210 856,410
of which transactions with related parties 733,000 735,000
Prepaid tax assets 8.7 5,032,160 4,242 644
Total non-current assets 124,808,995 57,551,261
Current assets
s 8.8 "
Tnventories 22,628,658 21,024,223
. 8.9 - il i
Trade receivables 52,335,233 47,897,094
of which transaciions with related parties 3,093,703 5,491,983
8.10 o i
Current tax assets 715,636 748,433
; 8.11 i i
Other recervables and current assets 3,035,100 24,367,328
of which transaciions with related parties - 21,478,000
Current financial assets measured at fair value through profit 812
or loss ' 4,240 4,240
3 8.13 2
Cash and cash equivalents 70,184,008 31,239,000
of which fons uith related parties 24 159,000 30,940,000
Total current assets 148,902,965 125,280,318
TOTAL ASSETS 273,711,959 182,831,580
Shareholders’ equity
Share capital 40,780,482 27,000,000
Reserves 86,037,456 19,768,697
Net profit/loss 7474719 3,113,717
5 814
Total net equity 134,292,657 49,882 414
Non-current liabilities
Provisions for employee benefits ls 10,082,810 9,163,409
.. - . . 8.16 -
Provisions for risks and contingencies 1,395,683 468,149
8.7
Deferred tax liabilities - -
Non-current financial liabilities St 12,000,000 1,690,723
Non-current lease liabilities 82 12,969,293 13,032,000
of which fons uith related parties 6,989,000 9,700,000
Total non-current liabilities 36,447,786 24,354,341
Current liabilities
8.18 "
Trade payables 69,576,718 66,964,973
of which tramsactions with related partics 149,000 195,000
Current financial liabilities o 15,366,853 26,106,147
Lo 82 i
Current lease liabilities 4714481 4,295 000
of which transaciions with reiated parties 2,341,000 2,676,000
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Current tax habilities 470,742 398,820
i 8.19 5 &

Other current liabilities 12,842,722 10,829,885

of which trawsactions uith related parties 1,059,000

Total current liabilities 102,971,516 108,594,825

TOTAL LIABILITIES AND SHAREHOLDERS

EQUITY 273,711,959 182,831,580

SEPARATE INCOME STATEMENT

Year ended 31 December

(in € thonsands) Notes
2019 2018
Revenue from contracts with customers 8.20 258,046,888 231,397,149
of which transactions with related parties 17,525,000 51,562 827
Cost of sales 8.21 (213,652,693) (203,056,120)
of which transaciions with related partier (3.357,000) (2,874,000
Gross operating profit/ (loss) 44,394,195 28,341,029
Sales and distribution costs 821 (24,527,600) (16,355,186)
Administrative costs 8.21 (11,161,950) (7,881,519)
of which transactions with related parties (400,667) (620,000)
Net write-downs of financial assets 8.22 (673,873) (783,195)
Other revenues and income 8.23 5,614,145 4,642,468
Other operating costs 8.24 (2,875,731) (2,286,987)
Operating profit/ (loss) 10,769,186 5,676,611
Financial income 8.25 399,855 1,077,358
of which transactions with related parties 370,762 989,219
Financial expenses 8.25 (1,745,477) (1,867,300)
of which transactions with related partier (134,816) (470.000)
Profit (loss) before taxes 9,423,564 4,886,669
Income taxes 8.26 (1,948,845) (1,772,952)
Net profit/loss 7,474,719 3,113,717
Basic net profit/(loss) per share 8.27 0.26 0.12
Diluted net profit/(loss) per share 8.27 0.26 0.12
SEPARATE STATEMENT OF OTHER COMPREHENSIVE INCOME
) Year ended 31 December
(in € thousands) Notes
2019 2018
Net profit/ (loss) (A) 7,474,719 3,113,717
a) Other components of comprehensive income
that will not be subsequently reclassified to the
income statement:
Actnarial gains/ (losses) 8.14
(343,000) 99,184
Tax effect on actuarial gains/ (losses) 8.14 94,000 (27,672)
Total other components of comprehensive income
that will not be subsequently reclassified to the (249,000) 71,512
income statement
Total other components of comprehensive income, (249,000) 71,512
net of tax effect (B)
Total comprehensive net profit/ (loss) (A)+(B) 7,225,719 3,185,228
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SEPARATE STATEMENT OF CHANGES IN EQUITY

. Share Net Total net
(in €) : Reserves 2
capital profit/loss equity

At 31 December 2018 27,000,000 19,768,697 3,113,717 49,882,413
Allocation of net profit/(loss) for the previous year 3113717 (3:115.717) -
Merger of Centrale del Latte di Salerno Sp.A. - 916,892 - 916,892
Share capital increase via IPO 13,780,482 13,780,482
Increase in the share premium reserve 66,146,790 66,146,790
IPO costs (5,076,739) (5,076,739)
Tax benefit on IPO costs 1,416,410 1,416,410
IPO total 13,780,482 62,486,461 - 76,266,943
Net profit/loss 7,474,719 7,474,719
Actuanial gains/ (losses) net of the related tax effect (248,310) (248,310)
Total comprehensive net profit/(loss) for the year - (248,310) 1,474,719 7,226,409
At 31 December 2019 40,780,482 86,037,456 7,474,719 134,292,657
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SEPARATE STATEMENT OF CASH FLOWS

. At December 31
(in €) Notes
2019 2018

Profit (loss) before taxes 9,423,564 4,886,669
- Adjustments for:
Amortisation, depreciation and write-downs 8.1-8.2-83 9,989,444 9,904,970
Capital losses/(gains) on disposal 8.23-8.24 84,000 (3.252)
Financial expense/ (income) 8.25 1,367,999 789,941
of which transactions with related parties 235,946 519219
Other non-monetary changes 88840460

j ’ B A7 2,025,000 (6,883.471)
Cash flow gene:-rated / (ablsorbed). by operating activities 22,890,007 8,694,857
before changes in net working capital
Increase (decrease) in inventory 8.9 981,630 347,520
Increase (decrease) in trade receivables 8.10 409,369 856,156
Increase (decrease) in trade payables 8.19 (4,980,955) 1,193,219
Change in other assets and liabilities 8'6_8;};'8'18_ 10,164,480 (1,043 542)
of which transactions with related parties 10,000,000
Use of provisions for msks and charges and for employee 8.15.8.16
benefits ' | (1,420,973) (210,265)
Taxes paid 8.11 (398.,820) (5,265)
Ne.t . lf:ash flow generated /(absorbed) by operating 27,644,738 9,832,680
activities
Investments in property, plant and equipment 8.1-8.2 (3,461,609) (4.975,193)
Investments in intangible assets 8.3 (752,054) (132,557)
Disposal of property, plant and equipment 8182 9,222
Investments in financial assets 8485811 (58,323,752) 276,210
Acquisition of Delverde Industrie Alimentari S.p.A. 8.14 (2,795,000)
Ne-t . (:‘ash flow generated /(absorbed) by investment (65,332,415 (4,822,318)
activities
New long-term financial debt 8.18 15,000,000 =
Repayments of long-term financial debt 8.18 (15,811,017) (9,220,849)
Repayments of lease liabilities 8.2 (4,176,317) (3,525,678)
of which transactions with related parties (3.046,000) (2,940,000}
Net interest expense 8.25 (1,368,000) (669,720)
TPO fee 8.14 76,544 563
Ne.t . .cash flow generated/(absorbed) by financing 70,189,229 (13,416,247)
activities
Total changes in cash and cash equivalents 32,501,552 (8,405,885)
Cash and cash equivalents at start of year 31,239,000 39,644,885
of which transactions with related parties 30,940,000 39,340,000
Cash and cash equivalents from the merger of Centrale del
Latte di Salerno S.p.A. 6,443,546
Total changes in cash and cash equivalents 32,501,552 (8,405,885)
Cash and cash equivalents at end of year 70,184,098 31,239,000
of which transactions with related parties 24,159,000 30,940,000
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EXPLANATORY NOTES TO THE SEPARATE FINANCIAL STATEMENTS

1.1 General information and significant transactions carried out in 2019

Newlat Food S.p.A. (hereinafter “Newlat”, the “Company” or the “Parent Company” is incorporated in Italy
in the form of a public limited company and operates under Italian law. The Company has its registered
office at Via J. F. Kennedy 16, Reggio Emilia.

The Company operates in the food sector with a large and structured product portfolio organised into
the following business units: Pasta, Milk Products, Bakery Products, Dairy Products, Special Products and
Other Activities.

The Company is subject to management and control by the parent company Newlat Group S.A. (herei-
nafter “Newlat Group”), a company that directly owns 66.2% of the share capital, while the remaining
33.8% was placed and subscribed by institutional investors.

Acquisition of Newlat Deutschland GmbH

On 20 June 2019, the Company entered into a contract with the parent company Newlat Group for
the purchase of Newlat Group’s 100% stake in Newlat GmbH Deutschland (hereinafter “Newlat Deut-
schland”) (the “Newlat Deutschland Acquisition Agreement”).

The transfer of ownership of the shares in Newlat Deutschland took place at the same time as the Is-
suer’s shares began trading on the STAR segment of Borsa Italiana’s MTA stock market, on 29 October
20109.

The preliminary fee for the acquisition Newlat Deutschland was €55 million. The final fee was deter-
mined on the basis of the following formula: Average EBITDA recorded by Newlat Deutschland in 2016,
2017,2018 and the first half of 2019 x 8 +/-the net financial position at the effective date of the transfer
of ownership of Newlat Deutschland shares to Newlat, i.e.on 29 October 2019. The methods of calcula-
ting the net financial position and EBITDA that were useful for determining the final consideration were
defined by the parties in the contract.

The provisional fee was paid by Newlat Food S.p.A. to Newlat Group through the payment of: (i) an
amount of €10 million on 31 December 2018 and (ii) an additional five tranches, for a total of €45 mil-
lion, between 13 May and 18 June 2019.

The price adjustment, amounting to €13.3 million, was settled on 3 December 2019 and subsequently
paid by the end of 2019.
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Acquisition of Delverde Industrie Alimentari S.p.A

On 9 April 2019,Newlat entered into a contract with Molinos del Plata S.L.U.and Molinos Rio de la Plata
S.A.to buy shares representing the entire share capital of Delverde Industrie Alimentari S.p.A. (the “Ac-
quisition of Delverde”). The transaction was executed simultaneously with the signing of the contract.

The contract for the Acquisition of Delverde provided for a provisional price, paid by Newlat on the
execution date, of €3,775 thousand, which was adjusted on the basis of the difference between the va-
lues of the net financial position and working capital conventionally determined by the parties and the
actual values on the execution date. The methods for calculating the net financial position and working
capital used to determine the consideration have been defined within the scope of the contract. Further
(decreasing) adjustments to the price were envisaged, on the one hand because of contingent liabilities
relating to the period prior to the transaction execution date due to discount agreements in favour of
large-scale retailers, and, on the other hand, because of the non-collection of receivables, net of the
related provision for bad debts recorded in the financial statements. The positive price adjustment
amounted to €146 thousand, collected by Newlat Food on 3 December 2019.

Merger by incorporation of Delverde Industrie Alimentari S.p.A. into Newlat Food S.p.A.

On 6 September 2019, the Board of Directors of Newlat S.p.A. approved the proposed merger by incor-
poration of the wholly owned subsidiary Delverde Industrie Alimentari S.p.A. The transaction fell within
the scope of the Newlat Group 2020-2022 Strategic Plan, with continuation of the policy of improved
efficiency, streamlining, and simplification of production flows and processes, allowing synergies to be
achieved as well as a reduction in overall costs. This extraordinary transaction has generated effects
on the Company’s separate financial statements as at 31 December 2019, due to the consolidation of
Delverde as of 9 April 2019, i.e. the date of acquisition of all the shares of said subsidiary, subsequently
merged by incorporation.

On 17 September 2019, by a notarial deed of merger, in the presence of the Notary Ciro De Vivo, the
parent company Newlat Food S.p.A. resolved to incorporate Delverde Industrie Alimentari S.p.A. with
subsequent legal effects on 31 December 2019 and accounting effects backdated to the date of acqui-
sition, i.e. 9 April 2019.

The transaction was recognised according to the provisions included in IFRS 3™ Business Combinations”,
as itis an acquisition. No difference emerged when offsetting the value of the equity investment against
the corresponding amount of equity of the incorporated company, including the effects of the purchase
price allocation shown in the separate financial statements.

Following this extraordinary transaction, values of the statement of financial position and the income
statement in the separate financial statements of Newlat Food at 31 December 2019 are not fully
comparable with those of the previous financial year. Consequently, these Explanatory Notes mention
below, where significant, the effects on the financial statement items deriving from the incorporation
of the assets and liabilities of the subsidiary Delverde Industrie Alimentari S.p.A. For information on the
impact of this subsequently merged subsidiary, the book values, drafted in conformity with IAS/IFRS
accounting standards, of the subsidiary Delverde Industrie Alimentari S.p.A from 9 April to 31 December
2019, are given below:
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(in € thousands) IFRS reporting package

Revenue from contracts with customers 11,431
Cost of sales (8,923)-
Gross operating profit/ (loss) 2,509
Sales and distribution costs (1,620)
Administrative costs (2,041)
Net write-downs of financial assets 0
Other revenues and income 658
Other operating costs -124
Operating profit/ (loss) -624
Financial income 1
Financial expenses -162
Profit (loss) before taxes -785
Income taxes 64
Net profit/loss -721
(in € thousands) IFRS reporting package

Non-current assets

Property, plant and equipment 2,261
Right-otf-use assets 4,358
Intangible assets 183
Non-current financial assets measured at fair value through profit or loss it
Financial assets valued at amortised cost 9
Prepaid tax assets 0
Total non-current assets 6,821
Current assets

Inventones 2,513
Trade receivables 2,563
Current tax assets 58
Other receivables and current assets 410
Current financial assets measured at fair value through profit or loss 0
Cash and cash equivalents 883
Total current assets 6,377
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TOTAL ASSETS 13,198
Shareholders’ equity 2,753
Non-current liabilities

Provisions for employee benefits 129
Provisions for risks and contingencies 209
Deferred tax liabilities 68
Non-current financial liabilities 0
Non-current lease liabilities 3,459
Other non-current liabilities 0
Total non-current liabilities 3,955
Current liabilities

Trade payables 4,073
Current financial liabilities 381
Current lease liabilities 316
Current tax liabilities 0
Other current lhiabilities 1,721
Total current liabilities 6,491
TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 13,198

Merger by incorporation of Centrale Latte di Salerno S.p.A. into Newlat Food S.p.A

On 6 September 2019, the Board of Directors of Newlat S.p.A. DRAFTED BY proposed merger by incor-
poration of the wholly owned subsidiary Centrale del Latte di Salerno S.p.A. The transaction fell within
the scope of the Newlat Group 2020-2022 Strategic Plan, with continuation of the policy of improved
efficiency, streamlining, and simplification of production flows and processes, allowing synergies to be
achieved as well as a reduction in overall costs. This extraordinary transaction has generated effects on
the separate financial statements at 31 December 2019, due to the consolidation of Centrale del Latte
di Salerno as of 1 January 2019, i.e. the accounting backdating date of the merger by incorporation.

On 17 September 2019, by a notarial deed of merger, in the presence of the Notary Ciro De Vivo, the pa-
rent company Newlat Food S.p.A. resolved the merger by incorporation of Centrale del Latte di Salerno
S.p.A. with subsequent legal effects on 31 December 2019 and accounting and tax effects backdated to
1 January 2019.

With no specific indications in the international accounting standards, the transaction was recognised
according to the provisions of the Assirevi document OPI no. 2R which, in the case of mergers not clas-
sified as a purchase, require the application of the principle of continuity of value, given the lack of an
exchange with third party economies. In particular, this interpretation gives importance to the existence
of a cost and control relationship, and relative purchase price allocation, deriving from the Company’s
separate financial statements. As laid down in OPI no. 2R, the difference emerging when offsetting the
value of the equity investment and the corresponding share of equity of the incorporated company
shown in the separate financial statements, totalling €4,708 thousand, was classified as an increase in
shareholders’ equity in the amount of €916 thousand (as retained earnings of the subsidiary) and as
goodwill in the amount of €3,863, being consistent with the corresponding goodwill recognised in the
Consolidated Financial Statements at 31 December 2018.

Following this extraordinary transaction, the results and assets and liabilities on the separate financial

statements at 31 December 2019 are not fully comparable with those of the previous financial year,
which did not include the accounting data relating to Centrale del Latte di Salerno S.p.A.
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For information on the impact of this subsequently merged subsidiary, the book values, drafted in con-
formity with IAS/IFRS accounting standards, of Centrale del Latte di Salerno, are given below:

(1n € thousands) IFRS reporting package

Non-current assets

Property, plant and equipment 4,177
Right-of-use assets 938
Intangible assets 396
Non-current financial assets measured at fair value through profit or loss o
Financial assets valued at amortised cost |
Prepaid tax assets 618
Total non-current assets 6,131
Current assets

Inventories 709
Trade receivables 6,763
Current tax assets 34
Other recervables and current assets 740
Current financial assets measured at fair value through profit or loss 0
Cash and cash equivalents 8,046
Total current assets 16,292
TOTAL ASSETS 22,422
Shareholders’ equity 9,748
Non-current liabilities

Provisions for employee benefits 1,068
Provisions for risks and contingencies 592
Deferred tax liabilities 0
Non-current financial liabilities 0
Non-current lease liabilities 637
Other non-current liabilities 0
Total non-current liabilities 2,297
Current liabilities

Trade payables 7,750
Current financial liabilities 0
Current lease liabilities 426
Current tax liabilities 0
Other current liabilities 2199
Total current liabilities 10,375
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 22,422
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As reported above, on 9 April 2019, Newlat entered into a contract with Molinos del Plata S.L.U. and
Molinos Rio de la Plata S.A.to buy and sell shares representing the entire share capital of Delverde.

The following table provides the book values of the net assets acquired as part of the Delverde Acqui-
sition:

(in € thousands)

Fee (A) 3,775
Property, plant and equipment 2,542
Right-of use assets 4,739
Intangible assets 208
Non-current financial assets measured at fair valne through profit or loss 10
Financial assets valued at amortised cost 8
Total non-current assets 7,507
Inventories 2794
Trade receivables 2,145
Current tax assets 46
Other receivables and current assets 1,044
Cash and cash equivalents 2,168
Total current assets 8,197
TOTAL ASSETS 15,704
Provisions for employee benefits 118
Provisions for risks and contingencies 361
Deferred tax liabilities 4
Non-current lease liabilities 3,885
Total non-current liabilities 4,359
Trade payables 4,266
Current financial liabilities 603
Current lease liabilities 423
Current tax liabilities 55
Other current liabilities 2.239
Total current liabilities 7,579
TOTAL LIABILITIES 11,938
Net assets acquired (B) 3,715

Difference between fee and net assets acquired (C=A-B) -
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In accordance with paragraph 45 of IFRS 3 - “Business combinations”, concerning the methods of ac-
counting for business combinations, which provides for a “valuation period” during which the company
must carry out a preliminary initial recognition of the acquisition and complete the valuation at a later
time and in any case within 12 months from the date of acquisition, the final valuation of the current
value of Delverde’s net assets acquired by the Company was completed in December 2019. In accordan-
ce with the same paragraph, Delverde’s assets and liabilities were measured at fair value and there was
no difference between the fee and the net assets acquired.

Listing on the Stock Exchange on 29 October 2019 and accounting for listing costs

On 29 October 2019, Newlat Food S.p.A. successfully concluded the operation to list its own shares on
the STAR segment of the Mercato Telematico Azionario (“MTA”"), organised and managed by Borsa Ita-
liana. The transaction, carried out entirely in the form of a Public Offer for Subscription, raised €79,927
thousand from subscription fees for the newly issued shares, including the issue premium, with a corre-
sponding gross increase in shareholders’ equity at 31 December 2019 (share capital and share premium
reserve). In accordance with the provisions of IAS 32, the IPO listing, amounting to €5,077 thousand,
were recorded as a direct reduction in shareholders’ equity, net of the related tax benefit of €1,416
thousand, giving a total net increase in shareholders’ equity at 31 December 2019 of €76,267 thousand.

The aforementioned extraordinary transactions carried out by Newlat Food S.p.A. in the year ended 31
December 2019 affect the comparability of the separate financial statements at 31 December 2019 with
the accounting data for the previous year ended 31 December 2018.

2 ADOPTED ACCOUNTING STANDARDS

The accounting standards and measurement criteria adopted in the drafting of the separate financial
statements at 31 December 2019 are set out below.

The separate financial statements at 31 December 2019 have been drafted in accordance with Inter-
national Financial Reporting Standards (“IFRS”) issued by the International Accounting Standards Board
(“IASB”) and endorsed by the European Union. “IFRS” should also be taken to include the International
Accounting Standards (“IAS”) still in force, as well as all interpretative documents issued by the IFRS In-
terpretations Committee, formerly the International Financial Reporting Interpretations Committee (“IFRIC)
and even earlier the Standing Interpretations Committee (“SIC”).

The separate financial statements are presented in euros. The financial statements are prepared accor-
ding to the cost criterion, with the exception of financial instruments that are measured at fair value.

The preparation of financial statements in accordance with IFRS requires judgements, estimates and
assumptions that have an effect on the assets, liabilities, costs and revenues. The final results may be
different to those obtained through these estimates. The financial statement items that most require
greater subjectivity on the part of the directors when producing the estimates and for which a change
in the conditions underlying the assumptions used could have a significant impact on the financial
statements are: goodwill, depreciation and amortisation of non-current assets, deferred taxes, the pro-
vision for doubtful receivables and the provision for inventory write-downs, the provisions for risks, the
defined benefit plans for employees and the payables for the purchase of equity investments contained
in the other liabilities.

In particular, discretionary measurements and significant accounting estimates relate to the determina-
tion of the recoverable amount of non-financial assets calculated as the greater of fair value less costs

ANNUAL REPORT 2019



to sell and value in use. Value in use is calculated based on a discounted cash flow model. The recove-
rable value depends significantly on the discount rate used in the discounted cash flow model, as well
as on expected future cash flows and the growth rate used. The key assumptions used to determine the
recoverable value for the two cash-generating units, including a sensitivity analysis, are described in
note 8.3 of the Separate Financial Statements at 31 December 2019.

The use of significant accounting estimates and assumptions also relates to the determination of the
fair value of assets and liabilities acquired as part of business combinations. In fact, at the date of ac-
quisition the Company must separately recognise, at their fair value, assets, liabilities and contingent
liabilities identifiable and acquired or assumed as part of the business combination, and determine
the present value of the strike price of any call options on minority shares. This process requires the
preparation of estimates, based on valuation techniques, which require judgement in the forecasting of
future cash flows as well as the development of other assumptions such as long-term growth rates and
discount rates for valuation models developed also with the use of experts outside the management
team. The accounting impacts of the determination of the fair value of the assets acquired and liabilities

assumed, as well as of the call options of minority interests for the business combinations that occurred
during the year, are provided in the Note “Business Combinations”.

2.1 Basis of preparation

The Separate Financial Statements consist of the statement of financial position, the income statement,
the statement of changes in shareholders’ equity, the statement of cash flows and the notes.

The layout adopted for the statement of financial position provides for the separation of assets and
liabilities between current and non-current.

An asset is classified as current when:
* it is assumed that this activity is carried out, or is owned for sale or consumption, in the nor-
mal course of the operating cycle;
e it is held primarily for the purpose of trading;
e it is assumed that it will be realised within twelve months of the reporting date;
e it consists of cash and cash equivalents (unless it is prohibited to exchange it or use it to
settle a liability for at least twelve months from the reporting date).

All other assets are classified as non-current. In particular, IAS 1 includes property, plant and equipment,

intangible assets and long-term financial assets as non-current assets.

A liability is classified as current when:

« it is expected to be extinguished in the normal operating cycle;
e it is held primarily for the purpose of trading;

« it will be extinguished within twelve months of the reporting date;
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« there is no unconditional right to defer its settlement for at least twelve months from the
reporting date. Clauses of a liability that could, at the discretion of the counterparty,result in its
extinction through the issue of equity instruments do not affect its classification.

The chosen income statement layout provides for the classification of costs by destination.

It should be noted that the amendments introduced by IFRS 9, IFRS 15 and IFRS 16 have been adopted
since 2018.

The statement of other comprehensive income includes the result for the year and, with the same cate-
gories,income and expenses that, according to IFRSs, are directly recognised under equity.

The statement of changes in equity includes, in addition to the total gains / losses for the period, the
amounts of transactions with shareholders and movements in reserves during the year.

In the statement of cash flows, the financial flows from operating activities are presented using the
indirect method, under which the profit or loss for the year is adjusted by the effects of non-monetary
operations, by any deferral or provision of previous or future operating inflows or outflows, and by ele-
ments of revenue or costs related to financial flows deriving from investment activities or financing
activities.

The Separate Financial Statements were drafted in euros, the functional currency of the Company.
The statement of financial position, income statement, statement of cash flows, explanatory notes and
tables are in units and thousands of euro, unless otherwise indicated.

The separate financial statements were prepared:

« on the basis of the best knowledge of IFRSs and taking into account the best doctrine on the
subject;

 under the going-concern principle, in accordance with the principle of accrual accounting, in
compliance with the principle of materiality of information and substance over form,and with a
view to encouraging consistency with future presentations. The assets and liabilities and costs
and revenues are not offset against each other, unless this is permitted or required by interna-
tional accounting standards;

eon the basis of the conventional historical cost criterion, except for the measurement of fi-
nancial assets and liabilities in cases where application of the fair value criterion is mandatory.

Criteria for preparation of the separate financial statements

The separate financial statements were prepared in order to represent the assets, liabilities, revenues
and costs directly and indirectly attributable to Newlat.

In relation to the criteria for aggregating financial information, it should be noted that the acquisition
of Newlat Deutschland is a business combination under common control and, as such, is recognised in
accordance with document OPI No.1 R (ASSIREVI preliminary guidance on IFRS). In particular, these bu-
siness combinations were implemented for purposes other than the transfer of control, and essentially
represent a simple corporate reorganisation. With this in mind, since the aforementioned transactions
do not have a significant influence on the cash flows of the net assets transferred before and after ac-
quisition, they were recognised on the basis of continuity of values. In addition, it should be noted that,
since these transactions are settled by payment of a consideration in cash, the difference between the
transfer value (amount of the consideration in cash) and the historical book values transferred repre-
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sents a transaction with shareholders to be recognised as a distribution of the purchasing entity’s sha-
reholders’ equity.

At 31 December 2019, the value of Newlat Gmbh’s shareholding in the amount of €68,323,752 was
recorded in the separate financial statements.

2.2 Declaration of conformity
with international financial reporting standards

The Separate Financial Statements are prepared in accordance with IFRSs that, as at each reporting
date, had been endorsed by the European Union. IFRSs means all International Financial Reporting Stan-
dards,all International Accounting Standards (IAS) and all interpretations of the International Financial Re-
porting Interpretations Committee (IFRIC), previously called the Standing Interpretations Committee (SIC).

Conversion of items in foreign currency

Transactions in currencies other than the functional currency are recognised at the exchange rate on
the date of the transaction. Monetary assets and liabilities in currencies other than the euro are then
adjusted at the exchange rate in place on the reporting date. Exchange rate differences that may arise
are reflected in the income statement under the item “Net gains/(losses) on foreign exchange”.
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2.3 Accounting standards and measurement criteria

Adopted accounting standards

The separate financial statements have been prepared in accordance with current IFRS issued by the
International Accounting Standards Board (‘IASB”) and endorsed by the European Union at the end of
each of the reporting periods.

The Company exercised the right for early adoption, from 1 January 2018, of IFRS 16 “Leases”, in force
from 1 January 2019, adopting the “modified retrospective approach”. IFRS 16 replaces the accounting
standard IAS 17 “Leases” and the interpretations IFRIC 4 “Determining whether an Arrangement contains a
Lease”,SIC 15 “Operating Leases - Incentives” and SIC 27 “Evaluating the Substance of Transactions Involving
the Legal Form of a Lease”.

Below are the criteria used with reference to the classification, recognition, measurement and dere-
cognition of the various asset and liability items, as well as the criteria used to recognise the income
components.

Property, plant and equipment

Property, plant and equipment is recognised as such only if the following conditions are met simulta-
neously:

e it is probable that the future economic benefits related to the asset will be enjoyed by the company;
e the cost can be reliably determined.

Property, plant and equipment are initially measured at cost, defined as the monetary or equivalent
amount paid or the fair value of other considerations made to acquire an asset, at the time of purchase
or replacement. Subsequent to initial recognition, property, plant and equipment are valued using the
cost method, net of recorded depreciation and any accumulated impairment losses.

The cost includes the costs directly incurred to make their use possible, as well as any dismantling and
removal costs that will be incurred as a result of contractual obligations that require the return of the
asset to its original condition.

Costs incurred for maintenance and repairs of an ordinary and/or cyclical nature are directly charged to
the income statement when incurred. The capitalisation of the costs inherent in the extension, moder-
nisation or improvement of structural elements owned or used by third parties shall be carried out to
the extent that they meet the requirements to be classified separately as an asset or part of an asset.

Property, plant and equipment are depreciated on a straight-line basis over their useful lives. The useful

life estimated by the Company for the various categories of property, plant and equipment is shown
below:
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Category of assets Useful Life
Land and buildings 10-33 years
Plant and machinery 4-20 years
Industrial and commercial equipment 2-9 years
Other assets 5-20 years

At the end of each financial year, the Company checks whether significant changes have occurred in
the expected characteristics of the economic benefits deriving from the capitalised assets and, if so,
modifies the depreciation criterion, which is considered a change in accounting estimate in accordance
with IAS 8.

The value of the asset is completely reversed at the time of its disposal or when the company expects
that it will not be able to derive any economic benefit from its disposal.

Capital grants shall be accounted for when it is reasonably certain that they will be received and all
conditions relating to them are met. Contributions are then deducted from the value of assets or su-

spended among liabilities and credited pro rata to the income statement in relation to the useful life
of the related assets.

Intangible assets

An intangible asset is an asset that simultaneously fulfils the following conditions:

it is identifiable;

it is non-monetary;

it has no physical consistency;

it is under the control of the company preparing the accounts;

it is expected to produce future economic benefits for the company.
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If an asset does not meet the above requirements to be defined as an intangible asset, the expense
incurred to acquire it or generate it internally is recognised as a cost when incurred.

Intangible assets are initially stated at cost. The cost of intangible assets acquired from outside includes
the purchase price and any directly attributable costs.

Internally generated goodwill is not recognised as an asset, neither are intangible assets arising from
research (or the research phase of an internal project).

An intangible asset arising from development or the development phase of an internal project is reco-
gnised if compliance with the following conditions can be demonstrated:

« the technical feasibility of completing the intangible asset so as to be available for use or sale;
e the intention to complete the intangible asset for use or sale;

e the ability to use or sell the intangible asset;

 the manner in which the intangible asset is capable of generating future economic benefits
and in particular the existence of a market for the product of the intangible asset or for the in

tangible asset itself or, if it is to be used for internal purposes, its usefulness;

« the availability of adequate technical, financial and other resources to complete the
development and the use or sale of the asset;

e the ability to reliably measure the cost attributable to the intangible asset during its
development.

Intangible assets are measured using the cost method in accordance with one of the two different cri-
teria set out in IAS 38 (cost model and revaluation model). The cost model requires an intangible asset
to be recognised at cost after initial recognition, net of accumulated amortisation and any accumulated
impairment losses.

The useful life estimated by the Company for the various categories of intangible assets is shown below:

Category of assets Useful Life
Goodwill unlmted
Other brands 18 years
Softnare licences 5 years
Other assets 5 years

The main intangible assets are commented on below:

ANNUAL REPORT 2019



Goodwill

Goodwill is classified as an intangible asset with an indefinite useful life and is initially accounted for
at cost, as previously described. It is then measured at least once a year to identify any impairment (see
in this regard the paragraph below “Impairment of goodwill, property, plant and equipment, intangible
assets and right-of-use assets “). Reversals are not permitted in the case of a previous write-down due
to impairment.

Intangible assets with a finite useful life

Intangible assets with a finite useful life are recognised at cost, as previously described, net of accumu-
lated amortisation and any impairment losses.

Amortisation begins when the asset is available for use and is systematically distributed in relation to
the residual possibility of use of said asset, i.e. on the basis of the estimated useful life; for the value to
be amortised and the recoverability of the carrying amount, the criteria indicated, respectively, in the
paragraphs “Property, plant and equipment” and “Impairment of goodwill, property, plant and equip-
ment, intangible assets and right-of-use assets” apply.

Investment property

An investment property is an immovable property (i.e. a piece of land, a building or part of it, or both)
owned for the purpose of receiving rent on it or for focusing on the long-term appreciation of invested
capital, or for both of these reasons. Possession may be exercised either by way of ownership or under
a finance lease agreement.

An investment property must be initially valued at cost, including the costs of the acquisition in the case
of both purchase and self-construction of the investment property. In the first case, the purchase cost
includes, in addition to the purchase price and by way of example, professional fees for the provision of
legal services, taxes for the transfer of ownership and any other cost of the transaction. Following initial
measurement, investment property is valued at depreciated cost.

Lease contracts
b) Right-of-use assets and lease liabilities - 31 December 2019 (IFRS 16)

The Company has exercised its right for early adoption, from 1 January 2018, of the new accounting
standard IFRS 16 “Leases”, which replaces IAS 17 “Leases” and the related interpretations.

In accordance with IFRS 16, a contract is, or contains, a lease if, in exchange for consideration, it conveys
the right to control the use of a specified asset for a period of time. The contract is re-evaluated to verify
whether it is, or contains, a lease only if the terms and conditions of the contract are changed.

For a contract that is, or contains, a lease, each lease component is separated from the non-lease com-
ponents, unless the Company applies the practical expedient referred to in paragraph 15 of IFRS 16.
This practical expedient allows the lessee to choose, for each class of underlying asset, not to separate
the non-lease components from the lease components and to recognise each lease component and the
associated non-lease components as a single lease component.

The duration of the lease is determined as the non-cancellable period of the lease, to which must be
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added both the following periods:

« periods covered by a lease extension option, if the lessee is reasonably certain to exercise the option;
and

« periods covered by the lease termination option, if the lessee is reasonably certain not to exercise the
option.

In assessing whether the lessee is reasonably certain to exercise the option to extend the lease or not to
exercise the option to terminate the lease, all relevant facts and circumstances that create an economic
incentive for the lessee to exercise the option shall be considered. The lessee must redefine the lease
term in the event of a change in the non-cancellable lease period.

At the effective date of the contract,the Company recognises the right-of-use asset and the related lease
Liability.

At the effective date of the contract, the right-of-use asset is valued at cost. The cost of the right-of-use
asset includes:

e the initial value of the lease liability;

» payments due for the lease made on or before the effective date, net of the lease incentives received;
e the initial direct costs incurred by the lessee; and

« the estimate of the costs to be incurred by the lessee for the dismantling and removal of the under-
lying asset and for the restoration of the site where it is located or for the restoration of the underlying
asset under the terms and conditions of the lease, unless such costs are incurred for the production of

inventories.

On the lease start date the lessee shall measure the lease liability at the current value of the payments
due for the lease but not yet paid. Payments due for the lease include the following amounts:

« fixed payments, net of any outstanding lease incentives;

« variable payments due for the lease that depend on an index or rate, initially measured using an index
or rate on the effective date;

« the amounts expected to be paid by the lessee as guarantees of the residual value;

 the exercise price of the purchase option, if the lessee is reasonably certain to exercise the option;
and e

* lease termination penalty payments, if the lease term takes into account the lessee’s exercise of the
lease termination option.

Payments due for the lease must be discounted using the implicit interest rate of the lease, if it can be
easily determined. If this is not possible, the lessee must use its marginal lending rate, i.e.the incremen-
tal interest rate that the company would have to pay to obtain a loan of the same duration and amount
as the lease agreement.

Subsequent to initial recognition, right-of-use assets are measured at cost:

ANNUAL REPORT 2019



* net of accumulated depreciation/amortisation and impairment; and

« adjusted to take into account any restatement of the lease liability.

Subsequent to initial recognition, the lease liability is measured:

* by increasing the book value to take account of interest;

* by decreasing the book value to take account of lease payments that have been made; and

* by restating the book value to take account of any new valuations or changes in the lease or revision
of payments due for fixed leases.

In the case of lease changes that do not constitute a separate lease, the right-of-use asset is restated
(up or down), in line with the change in the lease liability at the date of the change. The lease liability is
restated according to the new terms of the lease agreement, using the discount rate at the date of the
change.

It should be noted that the Company makes use of two exemptions under IFRS 16, with reference to: (i)
short-term leases (i.e. leases with a duration of 12 months or less from the effective date), in relation to
certain categories of fixed assets,and (ii) leases of low-value assets (i.e.when the value of the underlying
asset, if new, is less than $5,000, for example). In such cases, the right-of-use asset and the related lease
liability are not recognised, and the payments due for the lease are recognised in the income statement.

Impairment of goodwill, property, plant and equipment, intangible assets and right-of-use assets

On each reporting date, a test is carried out to ascertain whether there are any indicators of impairment
of property, plant and equipment and intangible assets that are not fully depreciated/amortised or of
indefinite useful life.

Where these indicators are present, the recoverable value of the above-mentioned assets is estima-
ted, and any write-down is recognised in the Income Statement. The recoverable value of an asset is
the higher of the fair value, less costs to sell, and the related value in use, determined by discounting
the estimated future cash flows for that asset, including, if they are significant and can be reasonably
determined, those arising from the sale at the end of its useful life, net of any costs of disposal. In de-
termining the value in use, the expected future cash flows are discounted using a pre-tax discount rate
that reflects the current market valuations of the cost of the money, in proportion to the period of the
investment and the specific risks of the asset.

For an asset that does not generate largely independent cash flows, the recoverable value is determined
in relation to the cash generating unit (‘“CGU”) to which that asset belongs.

Impairment is recognised in the income statement if the book value of the asset, or of the CGU to which
it is allocated, is higher than its recoverable value. The impairment of a CGU is initially recognised as a
reduction in the book value of any goodwill attributed to it and, therefore, as a reduction in other assets,
in proportion to their book value and within the limits of their recoverable value. If the conditions for a
previous write-down no longer exist, the book value of the asset is restored via the income statement,
up to the limit of the net book value that the asset in question would have had without write-down and
amortisation/depreciation. Reversals of goodwill impairment are not permitted in the case of a previous
write-down due to impairment.
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Financial assets

At the time of initial recognition, financial assets must be classified as “Financial assets at amortised
cost”, “Financial assets at fair value through other comprehensive income” or “Financial assets at fair
value through profit or loss” on the basis of the following elements:

e the entity’s business model for the management of the financial assets; and
 the characteristics of the financial asset’s contractual cash flows.

Financial assets are subsequently derecognised only if the disposal entails the substantial transfer of
all risks and rewards connected to the assets. On the other hand, if a significant portion of the risks and
rewards relating to the disposed financial assets has been retained, they continue to be recognised in
the financial statements, even if legally their ownership has been effectively transferred.

Financial assets at amortised cost

b) Financial assets at amortised cost — 31 December 2019 (IFRS 9)

This category includes the financial assets that meet both of the following conditions:
« the financial asset is held according to a “hold to collect” business model; and

» the contractual conditions of the financial asset provide for cash flows on certain dates which consist
only of payments of capital and interest on the amount of capital to be repaid ( “SPPI test” passed).

These assets are initially recognised at fair value inclusive of the transaction costs or income directly
attributable to the instrument. Subsequent to initial recognition, the financial assets in question are me-
asured at amortised cost using the effective interest method. The amortised cost method is not used for
assets valued at historical cost whose short duration makes the effect of discounting negligible, those
without a defined maturity or for revocable credit lines.

This category mainly includes trade receivables arising from the transfer of goods and the provision of
services, recognised in accordance with the terms of the contract with the customer in accordance with
IFRS 15 and classified according to the nature of the debtor and/or the expiry date of the receivable
(this definition includes invoices to be issued for services already rendered).

Moreover, since trade receivables are generally short-term and do not provide for the payment of in-
terest, the amortised cost is not calculated, and they are recognised on the basis of the nominal value
reported in invoices issued or contracts concluded with customers: this provision is also adopted for
trade receivables with a contractual maturity of more than 12 months, unless the effect is particularly
significant. The choice stems from the fact that the amount of short-term receivables is very similar
whether you apply the historical cost method or the amortised cost method, and the impact of discoun-
ting would therefore be wholly negligible.

Trade receivables are subject to impairment testing in accordance with IFRS 9. For the purposes of the
measurement process, trade receivables are divided into maturity time bands. For performing loans, a
collective assessment is made by grouping the individual exposures on the basis of similar credit risk.
The valuation is based on losses recorded for assets with similar credit risk characteristics based on
historical experience and takes into account expected losses.
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b) Financial assets at fair value through other comprehensive income - 31 December 2019 (IFRS 9)
This category includes the financial assets that meet both of the following conditions:
« the financial asset is held according to a “hold to collect and sell” business model; and

« the contractual conditions of the financial asset provide for cash flows on certain dates which consist
only of payments of capital and interest on the amount of capital to be repaid ( “SPPI test” passed).

These assets are initially recognised at fair value inclusive of the transaction costs or income directly
attributable to the instrument. Following initial recognition, equity investments that do not qualify as
subsidiaries, associates or joint control investees are measured at fair value,and amounts recognised as
a counter-entry in equity should not be subsequently transferred to the income statement, even in the
case of disposal. The only component referring to the equity instruments in question subject to recogni-
tion in the income statement is the relative dividends.

For the equity instruments included in this category and not listed in an active market, the cost criterion
is used to estimate fair value only on a residual basis and in limited circumstances, or when the most
recent information to measure fair value is insufficient, or if there is a broad range of possible fair value
measurements and cost represents the best estimate of fair value within that range of values.

Financial assets at fair value through profit or loss

b) Financial assets at fair value through profit or loss - 31 December 2019 (IFRS 9)

This category includes financial assets other than those classified under “Financial assets at fair value
through other comprehensive income” and “Financial assets at amortised cost”. This item, in particular,
includes only equity instruments held for purposes other than trading for which the Company has not

opted for measurement at fair value through other comprehensive income, and bonds.

Financial assets at fair value through profit or loss are initially recognised at fair value, usually represen-
ted by the transaction price.

After initial recognition, these financial assets are measured at fair value. Any gains or losses resulting
from the change in fair value are attributed to the separate income statement.
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Inventories
Inventories are assets:
* held for sale in the normal course of business;
e used in production processes for sale;

e in the form of materials or supplies of goods to be used in the production process or in the provision
of services.

Inventories are recognised and measured at the lesser of cost and the net realisable value.

The cost of inventories includes all purchase costs, transformation costs and other costs incurred to
bring inventories to their current location and condition,while it does not include exchange differences
in the case of inventories invoiced in foreign currency. In accordance with the provisions of IAS 2, the
weighted average cost method is used to determine the cost of inventories.

When the net realisable value is less than cost, the surplus is immediately written down in the income
statement.

Cash and cash equivalents

Cash and cash equivalents are recorded, depending on their nature,at nominal value or amortised cost.
Other cash equivalents represent short-term and highly liquid financial commitments that are readily
convertible into known cash values and subject to a negligible risk of change in value, with an original
maturity or a maturity at the time of purchase of not more than 3 months.

Payables
Payables relating to the year ended 31 December 2019 (IFRS 9 from 1 January 2018)..

Trade and other payables are recognised initially at fair value and are subsequently measured using the
amortised cost method.

Payables to banks and other lenders are initially stated at their fair value, net of directly attributable an-
cillary costs,and subsequently measured at amortised cost,applying the effective interest rate criterion.
When there is a change in the estimate of expected cash flows, the value of liabilities is recalculated to
reflect that change on the basis of the present value of the new expected cash flows and the internal
effective rate initially determined. Payables to banks and other lenders are classified as current liabili-
ties, unless the Company has an unconditional right to defer payment for at least twelve months after
the reference date.

Payables are derecognised when they are settled and when the Company has transferred all risks and
charges relating to the instrument.
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Employee benefits

These include benefits granted to employees or their dependants and can be liquidated by means of
payments (or with the supply of goods and services) made directly to employees, spouses, children or
other dependants or to third parties such as insurance companies, and are divided into short-term be-
nefits, benefits due to employees for termination of employment and post-employment benefits.

Short-term benefits, which also include incentive programmes in the form of annual bonuses,MBOs and
one-off renewals of national collective agreements, are accounted for as a liability (cost provision) after
deducting any amount already paid,and as a cost, unless some other IFRS requires or permits the inclu-
sion of benefits in the cost of an asset (for example, the cost of personnel employed in the development
of internally generated intangible assets).

The category of benefits for termination of employment includes departure incentive plans arising in
the event of voluntary resignation involving the participation of the employee or a group of employees
in trade union agreements for the activation of so-called solidarity funds, and redundancy plans, which
take place when the company unilaterally terminates the contract. The company recognises the cost of
these benefits as a financial liability at the earliest of the time when the company is unable to withdraw
the offer of these benefits and the time when the company recognises the costs of a restructuring that
falls within the scope of IAS 37. Provisions for departures shall be reviewed at least every six months.

Post-employment benefit plans are broken down into two categories: defined contribution plans and
defined benefit plans.

Defined contribution plans mainly include:

« supplementary pension funds involving a defined contribution by the company;

* the severance indemnity fund, limited to the shares accruing from 1 January 2007 for undertakings
with more than 50 employees, irrespective of the destination chosen by the employee;

e employee severance indemnities accruing from 1 January 2007 and earmarked for supplementary
pensions, in the case of undertakings with fewer than 50 employees;

e supplementary healthcare funds.

Defined benefit plans, on the other hand, include:

* the severance indemnity, limited to the amount accrued up to 31 December 2006 for all undertakings,
as well as the amounts accrued since 1 January 2007 and not intended for supplementary pensions for
undertakings with fewer than 50 employees;

 supplementary pension funds that provide for the payment of a defined benefit to members;

* long-service bonuses, which provide for an extraordinary payment to the employee upon reaching a
certain level of working seniority.
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In defined contribution plans, the obligation of the reporting company is determined on the basis of
the contributions due for that year and therefore the measurement of the obligation does not require
actuarial assumptions and there is no possibility of actuarial gains or losses.

The accounting for defined benefit plans is characterised by the use of actuarial assumptions to deter-
mine the value of the obligation. This valuation is entrusted to an external actuary and is carried out
annually. For discounting purposes, the company uses the projected unit credit method, which projects
future expenditure based on historical statistical analysis, the demographic curve, and the financial
discounting of these cash flows based on the market interest rate. Actuarial gains and losses are reco-
gnised as a counter-entry in equity as required by IAS 19.

Provisions for risks and charges, and contingent assets and liabilities

Contingent assets and liabilities can be divided into several categories depending on their nature and
their accounting impact. In particular:

e the provisions are actual obligations of an uncertain amount and occurrence/maturity which
arise from past events and for which it is probable that there will be a financial outlay that can
be reliably estimated in terms of amount;

e contingent liabilities are possible obligations with a distinct probability of having to make a
financial outlay;

» remote liabilities are those for which a financial outlay is unlikely;

* potential assets are assets which are uncertain and cannot therefore be recognised in the
financial statements;

 the onerous contract is a contract in which the non-discretionary costs necessary to fulfil the
obligations assumed are greater than the economic benefits that are supposed to be
obtainable from the contract;

e restructuring is a programme planned and controlled by the company’s management that
significantly changes the scope of an activity undertaken by the company or the way in which
the activity is managed.
For the purpose of recognising the charge, provisions are recorded in cases where there is uncertainty
about the maturity or the amount of the flow of resources necessary to fulfil the obligation or other
liabilities and in particular trade payables or provisions for presumed payables.
Provisions differ from other liabilities in that there is no certainty as to their maturity or the amount of
future expenditure required. Due to their different nature, provisions are shown separately from trade
payables and provisions for presumed payables.
Liabilities or allocations to a provision are recognised when:

e there is a current legal or implied obligation resulting from past events

e it is probable that resources designed to produce economic benefits will have to be used to
settle the obligation;
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« the obligation can be reliably estimated.

Provisions require the use of estimates. In extremely rare circumstances where a reliable estimate can-
not be made, the liability is classed as a contingent liability.

The allocation to the provision for risks and charges is an amount that represents the best possible
estimate of the expenditure needed to liquidate the relevant obligation outstanding on the reporting
date and takes into account the risks and uncertainties that inevitably surround many events and circu-
mstances. The amount of the allocation reflects any future events that may affect the amount required
to settle an obligation if there is sufficient objective evidence that they will occur.

Once the best possible estimate of the expense necessary to settle the related obligation outstanding

on the reporting date has been determined, the current value of the provision is determined, in the
event that the effect of the present value of money is a relevant aspect.

Revenue from contracts with customers
b) Revenue from contracts with related customers - year ended 31 December 2019 (IFRS 15)

The Company applies IFRS 15 as of 1 January 2018. In accordance with this standard, revenue from con-
tracts with customers is recognised when the following conditions are met:

« the contract with the customer has been identified;
« performance obligations set forth in the contract have been identified;
« the price has been determined;
« the price has been allocated to the individual performance obligations set forth in the contract;
« the performance obligation set forth in the contract has been met.
The Company recognises revenue from contracts with customers when (or as) it fulfils the performance
obligation, transferring the promised good or service (or asset) to the customer. The asset is transferred

when (or as) the customer acquires control over it.

The Company transfers control over the good or service over time, and therefore fulfils the performance
obligation and recognises revenue over time, when one of the following criteria is met:

e the customer simultaneously receives and uses the benefits arising from the entity’s service
as it is provided,;

e the service of the Company creates or improves the asset (e.g. work in progress) that the
customer controls as the asset is created or improved;

e the service of the Company does not create an asset which has an alternative use and the
Company has the enforceable right to payment for the service completed until the date
considered.

If the performance obligation is not met over time, it is met at a specific moment. In that case,the Com-
pany recognises revenue when the customer acquires control over the promised asset.
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The contractual consideration included in the contract with the customer may include fixed or variable
amounts or both. If the contractual consideration includes a variable amount (e.g. discounts, conces-
sions, incentives, penalties or other similar elements), the Company estimates the amount of the con-
sideration to which it will be entitled in exchange for the transfer of the promised goods or services
to the customer. The Group Company the amount of the estimated variable consideration in the tran-
saction price only to the extent to which it is highly likely that when the uncertainty associated with the
variable consideration is subsequently resolved, there will not be a significant downward adjustment in
the amount of cumulative revenue recognised.

Incremental costs for obtaining customer contracts are accounted for as assets and amortised throu-
ghout the term of the underlying contract, if the Company expects them to be recovered. Incremental
costs for obtaining the contract are costs that the Company incurs to obtain the contract with the cu-
stomer and which it would not have incurred if it had not obtained the contract. The costs for obtaining
the contract which would have been incurred even if the contract had not been obtained should be
recognised as a cost at the moment they are incurred, unless they are explicitly chargeable to the cu-
stomer even if the contract is not obtained.

Recognition of costs

Costs are recognised in the income statement according to the accruals principle.

Dividends

Dividends received are recognised in the income statement according to the accruals principle, i.e. in
the year in which the related right to receive them emerges, following the shareholders’ resolution to
distribute dividends from the investee company.

Distributed dividends are shown as changes in equity in the year in which they are approved by the
Shareholders’ Meeting.

Income taxes

Current taxes are calculated based on the taxable income for the year, applying the tax rates in force
at the date of the financial statements. Current taxes for the year and for prior years, where unpaid, are
recognised as liabilities. Current tax assets and liabilities, for the current year and for prior years, must
be determined at the value expected to be recovered from or paid to, respectively, the tax authorities,
applying the tax rates and legislation that is in force or imminent at the reporting date.

Deferred taxes can be divided into:
» deferred tax liabilities, which are the amounts of income taxes payable in future years
relating to taxable temporary differences;
» deferred tax assets, which are the amounts of income taxes recoverable in future years

relating to deductible temporary differences, carry-over of unused tax losses, carry-over of
unused tax credits.
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To calculate the amount of deferred tax assets and liabilities, the tax rate is applied to the temporary
taxable or deductible differences identified, or to unused tax losses and unused tax credits.

At each reporting date, recognised and unrecognised deferred tax assets are revalued to check whether
they are likely to be recovered.

Net profit/(loss) per share

Basic earnings per share are calculated by dividing the net profit (Loss) pertaining to the Company by the
weighted average number of ordinary shares in circulation during the year, excluding treasury shares.

Diluted earnings per share are calculated by dividing the profit (lLoss) pertaining to the Company by the
weighted average number of ordinary shares in circulation during the year, excluding treasury shares.
To calculate the diluted earnings per share, the weighted average number of shares in circulation is
modified assuming that all assignees exercise rights with a potentially dilutive effect, while the profit
(Loss) pertaining to the Company is adjusted to take into account any effects, net of taxes, of the exercise
of such rights.

Operating segments

The operating segment is a part of the group that undertakes business activities that generate revenue
and costs, whose operating results are periodically reviewed by the Chairman of the Board of Directors,
in his role as Chief Operating Decision Maker (CODM), for the purpose of taking decisions on the resour-
ces to be allocated to the sector and evaluating results,and for which financial information is available.
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2.4 Recently issued accounting standards

Accounting standards not yet applicable, as they have not been endorsed
by the European Union

At the date of approval of these Separate Financial Statements, the competent bodies of the European
Union have not yet concluded the endorsement process required for the adoption of the following ac-
counting standards and amendments:

Accounting standard /amendment Endorsgg bythe Effective date
TERS 77 Insurance Contracts NO 1 January 2021 (possible extension to 1
January 2022)
Amendment fo IFRS 3 Business Combinations NO 1 January 2020

Amendments to LAS 1 Presentation of Financial
Statements: Classtfication of Liabilities as Cuerrent or NO NA.
Now-current (issiced on 23 January 2020)

Accounting standards, amendments and interpretations endorsed by the EU but not yet adopted by the Company

At the date of approval of these Separate Financial Statements, the competent bodies of the European
Union have endorsed the adoption of the following accounting standards and amendments, but they are
yet to be adopted by the Company:

Accounting s Effective date

standard/amendmen Description
t

Amendments 1o LAS 7  Ihese amendments, in addition to clanifying the concept of matenality,
and IAS & Difiizon of toc.us on ensuting that the detnnnt?ll of material is c?nsl.steﬂt. across tl.le { Famasy 7000

y various accounting standards, and mcorporate the guidelines included mn 2
Moo IAS 1 on immaterial information.
Amendments fo References
fo the Conceptual  These amendments focus on updating certain definitions and references oSBT

1 January 2020

Framenork in IFRS  in the various standards and their interpretations.
Srandards

These amendments focus on hedge accounting in order to clarify the
Amendments 1o IFRS 9, potential effects arising from the uncertainty caused by the "Inrerest Rare
LAS 39, IFRS 7 (Interest  Benchmark Reform". They also require companies to provide further 1 January 2020
Rate Benchmark Refornz) information to investors about their hedging relationships that are

directly affected by these uncertainties.
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3 ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires the directors to apply accounting standards and
methods that are sometimes based on difficult and subjective assessments and estimates derived from
past experience and based on assumptions that are considered reasonable and realistic given the cir-
cumstances.

Applying these estimates and assumptions affects the amounts presented in the Statement of Financial
Position, the Income Statement, the Statement of Other Comprehensive Income and the Statement of
Cash Flows, and in other information provided. The amounts of the financial statement items for which
the aforementioned estimates and assumptions have been used may differ, even significantly, from tho-
se reported in the financial statements that highlight the effects of the occurrence of the event being
estimated, due to the uncertainty that characterises the assumptions and the conditions on which the
estimates are based.

The following areas require the directors to be most subjective when producing the estimates and
would significantly affect the Company’s results if there were a change in the conditions underlying the
assumptions used:

j) Impairment of property, plant and equipment and intangible assets with a finite useful life:
property, plant and equipment and intangible assets with a finite useful life are subject to te-
sting in order to ascertain whether impairment has occurred when indicators exist that predict
difficulties in recovering the corresponding net book value through use. Checking for the exi-
stence of the aforementioned indicators requires directors to make subjective valuations based
on the information available from both internal and external sources, as well as on historical
experience. In addition, if it is determined that impairment may have occurred, the Group cal-
culates said impairment using what are deemed to be suitable valuation techniques. Correctly
identifying impairment indicators, as well as the estimates for their calculation, depends on
subjective valuations and factors that can vary over time, influencing the valuations and esti-
mates made by management.

k) Impairment of intangible assets with an indefinite useful life (goodwill): the value of go-
odwill is verified annually in order to check for any impairment that should be recognised in
the income statement. In particular, the test in question involves allocating goodwill to cash
generating units and then calculating the relative recoverable value,understood as the greater
of fair value and value in use. If the recoverable value is less than the book value of the cash
generating units, the goodwill allocated to them is written down.

l) Provision for bad debts: the determination of this provision reflects management estimates
related to the historical and expected solvency of the bad debts in question.

m) Provisions for risks and charges: it is sometimes hard to determine whether or not a current
obligation (legal or implied) exists. The directors assess such phenomena on a case by case
basis, together with an estimate of the amount of the economic resources required in order to
meet that obligation. When the directors believe it to be merely possible that liabilities may
arise, the risks are indicated in the appropriate information section on commitments and risks,
without resulting any allocation being made.

n) Useful life of property, plant and equipment and intangible assets: useful life is determined

when the asset is recorded in the financial statements. Useful life is measured based on histo-
rical experience, market conditions and expectations of future events that could affect useful
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life, including technological changes. As a result, the effective useful life may differ from the
estimated useful life.

0) Prepaid tax assets: prepaid tax assets are recognised to the extent that it is probable that
there will be sufficient future tax gains against which temporary differences or any tax losses
may be used.

p) Inventories: Closing inventories of obsolete or slow-to-move products are periodically
subjected to valuation tests and are written down where their recoverable value is less than
their book value. The write-downs carried out are based on assumptions and estimates of the
directors based on their experience and the historical results achieved.

q) Lease liabilities: the amount of the lease liability and consequently of the related right-of-use
assets depends on the determination of the lease term.This determination is subject to manage-
ment assessments, with particular reference to the inclusion or otherwise of the periods cove-
red by the lease renewal and termination options provided for in the lease agreements. These
assessments will be reviewed upon the occurrence of a significant event or significant change
in circumstances that has an impact on management’s reasonable certainty of exercising an
option not previously considered in determining the lease term or not exercising an option pre-

viously considered in determining the lease term.

4 MANAGEMENT OF FINANCIAL RISKS

The main business risks identified, monitored and, as specified below, actively managed by the Company
are as follows:

» market risk, arising from the fluctuation of interest rates and of exchange rates between the
euro and the other currencies in which the Company operates;

e credit risk, arising from the possibility of counterparty default;
e liquidity risk, arising from a lack of financial resources to meet commitments.

The Company’s objective is to manage its financial exposure over time so that liabilities are balanced
with assets on the statement of financial position and that the necessary operational flexibility is in
place by using bank loans and the cash generated by current operating activities.

The ability to generate liquidity from core operations, together with the ability to borrow, allows the
Company to adequately meet its operational, working capital financing and investment needs, as well
as to comply with its financial obligations. The Company’s financial policy and the management of the
related financial risks are centrally guided and monitored. In particular, the central finance function is
responsible for assessing and approving forecast financial requirements, monitoring performance and
taking corrective action where necessary.
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4.1 Market risk

Exchange risk

Exposure to the risk of exchange rate fluctuations derives from the Company’s commercial activities
conducted in currencies other than the euro. Revenues and costs denominated in foreign currency can
be influenced by fluctuations in the exchange rate, bringing about an impact on trade margins (eco-
nomic risk), and trade and financial payables and receivables denominated in foreign currency can be
impacted by the conversion rates used, with a knock-on effect on the profit or loss (transaction risk).
Finally, fluctuations in exchange rates are also reflected in results and equity.

The main exchange rates to which the Company is exposed are:
e Euro/USD, in relation to transactions carried out in US dollars;
e Euro/GBP, in relation to transactions carried out in pound sterling.

The Company does not adopt specific policies to hedge exchange rate fluctuations because manage-
ment does not believe that this risk can significantly harm the Company’s results, since the amount of
inflows and outflows of foreign currency is not only insignificant, but also fairly similar in terms of vo-
lumes and timing.

A hypothetical positive or negative change of 100 bps in the exchange rates relating to the currencies
in which the Company operates would not have a significant impact on the net result and shareholders’
equity of the years under review.

Interest rate risk

The Company uses external financial resources in the form of debt and uses the liquidity available in
market instruments. Changes in interest rate levels affect the cost and return of the various forms of
funding and use, thus affecting consolidated net financial expense. Exposure to interest rate risk is con-
stantly monitored according to the trend of the Euribor curve, in order to assess possible interventions
to contain the risk of a potential rise in market interest rates. At the reference dates, there were no he-
dges carried out by trading in derivatives.

With reference to interest rate risk, a sensitivity analysis was carried out to determine the effect on the
separate income statement and separate shareholders’ equity that would result from a hypothetical
positive and negative change of 50 bps in interest rates compared with those actually recorded in each
period. The analysis was carried out mainly with regard to the following items: (i) cash and cash equi-
valents and (ii) short- and medium-/long-term financial liabilities. With regard to cash and cash equiva-
lents, reference was made to the average inventory and the average rate of return for the period, while
for short- and medium-/long-term financial liabilities, the precise impact was calculated.

The table below shows the results of the analysis carried out:

| t hareholders' i t
Impact on profit net tax FEPISLOmENALE JoWens cqme

(in € thousands) of tax

- 50 bps + 50 bps - 50 bps + 50 bps
Year ended 31 December 2019 (62) 62 (62) 62
Year ended 31 December 2018 (17) 17 (17) 17
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4.2 Credit risk

The Company is exposed to the credit risk inherent in the possibility of its customers becoming insol-
vent and/or less creditworthy so it monitors the situation continually.

Credit risk derives essentially from the Company’s commercial activity,where its counterparties are pre-
dominantly mass and retail distribution operators. Retail receivables are extremely fragmented, while
the mass distribution segment is characterised by a larger exposure to a single client.

The Company manages the credit risk of both types of customers through a consolidated practice, which
provides for targeted and prudent management with a credit limit granted on the basis of commercial,
financial and perceived market risk information.

The Company operates in business areas with low levels of credit risk, given the nature of its activities
and the fact that its credit exposure is spread over a large number of customers. Assets are recognised
net of any write-downs determined on the basis of counterparties’ default risk, taking into account avai-
lable solvency information and historical and prospective data.

Positions are regularly monitored for compliance with payment terms and overdue reminder actions are
conducted in coordination with the sales force. If, on the other hand, a spot analysis of the individual
case reveals an objective condition of partial or total bad debt,the amount of the write-down takes into
account an estimate of recoverable flows. The credit management methodology means it is not deemed
important to divide customer exposure into different risk classes.

Moreover, the Company has credit insurance policies with leading companies in the sector in order to
mitigate the risk associated with the solvency of customers.

The credit risk deriving from receivables that the Company has with banks is, on the other hand, mode-
rate and derives substantially from temporary surplus liquidity stocks usually invested in bank deposits
and current accounts.

The following table provides a breakdown of trade receivables at 31 December 2019 and 2018 grouped
by maturity, net of the provision for bad debts:

L 91-180 More than

(in € thonsands) Expiring o days 181 days Total
overdue overdue

Gross trade receivables at 31 December 2019 39,723,193 8,839,000 2,943,000 16,250,000 67,755,193
Provision for bad debts - (237,960) (222,000)  (14,960,000) (15,419,960
Net trade receivables at 31 December 2019 39,723,193 8,601,040 2,721,000 1,290,000 52,335,233
Gross trade receivables at 31 December 2018 33,099,004 12,964,000 983,000 15,550,000 62,596,094
Provision for bad debts - (118,000) (41,000)  (14,540,000) (14,699,000)
Net trade receivables at 31 December 2018 33,099,094 12,846,000 942,000 1,010,000 47,897,094
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4.3 Liquidity risk

Liquidity risk is the risk that, due to the inability to find new funds or to liquidate assets on the market,
the Company will not be able to meet its payment obligations, resulting in a negative impact on results
if it is forced to incur additional costs to meet its obligations or an insolvency situation.

The liquidity risk to which the Company may be subject comprises the failure to find sufficient financial
resources for its operations, as well as for the development of its industrial and commercial activities.
The two main factors that determine the Company’s liquidity situation are the resources generated or
absorbed by operating and investment activities, and the maturity and renewal status of payables or
the liquidity of financial commitments and market conditions. In particular,the main factor affecting the
Company’s liquidity is the resources absorbed by operating activities: the sector in which the Company
has seasonal sales phenomena, with peak liquidity requirements in the third quarter caused by a higher
volume of trade receivables compared with the rest of the year. The Company’s commercial and finance
teams work together to manage the changing liquidity requirements, which involves carefully planning
financial requirements related to sales, drafting the budget at the beginning of the year and carefully
monitoring requirements throughout the year.

Since they are also subject to seasonal phenomena, liquidity requirements linked to inventory dynamics
are subject to analysis as well: planning purchases of raw materials for the inventory is managed in ac-
cordance with established practices, with the Chairman involved in decisions that could have an impact
on the Company’s financial equilibrium.

Based on established practices inspired by prudence and stakeholder protection, the Company’s finan-
cing activity involves negotiating credit lines with the banking system and continually monitoring the
Company’s cash flows.

The following table shows, by contractual maturity bands, the Company’s financial requirements at 31
December 2019 and 2018, expressed according to the following assumptions:

(i) cash flows are not discounted;

(if) cash flows are allocated to time bands on the basis of the first due date provided for in the
contractual terms;

(iii) all instruments held on the reporting date for which payments have already been con-
tractually designated are included. Future commitments planned but not yet recognised are
not included;

(iv) when the amount payable is not fixed (e.g. future interest repayments), the financial liability
is measured at market conditions at the reporting date; and

(v) cash flows also include the interest that the company will pay until the maturity of the debt
at the reporting date.
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At 31 December 2019

(in € thonsands) less than 1 between 1 between 3 over 5 Contract Book
year and 2 years and 5 years years value value
. e I ’ 27,366,85
Financial liabilities 15,371,632 3,000,000 9,000,000 27,371,632 3
Other non-current
liabilities i i i 5 ) )
WAL L7 . " 1,976,00
Lease lLiabilities 4,350,000 4,008,000 6,747,000 17,081,000 17,683,774
Trade payables 69,576,718 2 - - 09,576,718 69,576,718
Other current Liabilities 12.842.722 - - - 12,842,722 12,842,722
At 31 December 2018
(in € thousands) less than et NEESIE over 5 Contract Book
and 2 3and>5
1 year years value value
years years
Financial liabilities 26,106,147 1,805,000 = - 27,911,147 27,796,871
Lease liabilities 4,655,000 3,946,999 9,021,000 636,000 18,258,999 17,327,000
Trade payables 66,964,973 £ = - 66,964,973 66,964,973
Other current liabilities 10,829,885 = = - 10,829,885 10,829,885

At 31 December 2019, the amount of operating lease commitments is reflected in lease liabilities fol-
lowing the application of IFRS 16 as of 1 January 2018.

5 CAPITAL MANAGEMENT POLICY

The Company’s capital management is aimed at ensuring a solid credit rating and adequate levels of
capital indicators to support investment plans,in compliance with contractual commitments made with
lenders.

The Company provides itself with the capital necessary to finance the needs of business development
and operations; the sources of financing are divided into a mix of risk capital and debt capital,to ensure
a balanced financial structure and the minimisation of the total cost of capital, thereby benefiting all
stakeholders.

The remuneration of risk capital is monitored on the basis of market trends and business performance,
once all other obligations have been fulfilled, including debt servicing; therefore, in order to ensu-
re an adequate return on capital, the safequarding of business continuity and business development,
the Company continually monitors the level of debt in relation to equity, business performance and
expected cash flow forecasts, in the short and medium/long term.
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6 FINANCIAL ASSET AND LIABILITY
CATEGORIES AND INFORMATION ON FAIR VALUE

Categories of financial assets and liabilities

The following tables provide a breakdown of financial assets and liabilities by category at 31 December
2019 and 2018: The tables above show that most of the outstanding financial assets and liabilities are
short-term items. In view of their nature, for most items, the book value is considered a reasonable ap-

Book value at 31 December

1 €

e t) 2019 2018

FINANCIAL ASSETS:

Financial assets at amortised cost:

Financial assets at amortised cost 866,210 856,410

Trade receivables 525352355 47,897,094

Other receivables and current assets 3,035,100 24,367,328

Cash and cash equivalents 70,184,098 31,239,000
126,420,640 104,359,832

Financial assets valued at fair value through profit or loss:

Non-current financial assets measured at fair value through profit or loss 42,075 30,670

Current financial assets measured at fair value through profit or loss 4,240 4,240

46,315 34,910
TOTAL FINANCIAL ASSETS 125,966,955 104,394,742

Book value at 31 December

e 2019 2018
FINANCIAL LIABILITIES:

Financial liabilities at amortised cost:

Non-current financial iabilities 12,000,000 1,690,723
Non-current lease liabilities 12,969,293 13,032,000
Other non-current liabilities - -
Trade payables 69,576,718 66,964,973
Current financial liabilities 15,366,853 26,106,147
Current lease liabilities 4,714,481 4,295,000
Other current liabilities 12,842,722 10,829,885
TOTAL FINANCIAL LIABILITIES 127,470,066 122,918,728

proximation of the fair value.
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Non-current financial assets and liabilities are settled or valued at market rates and it is therefore con-
sidered that their fair value is substantially in line with current book values.

Information on fair value

In relation to assets and liabilities recognised in the statement of financial position and measured at fair
value, IFRS 13 requires that these values be classified on the basis of a hierarchy of levels, reflecting the
significance of the inputs used in determining fair value. The following table shows the fair value classifi-
cation of financial instruments based on the following hierarchical levels:

e Level 1: fair value fair value determined using unadjusted prices listed on active markets for
identical financial instruments. Therefore, in Level 1 the emphasis is on determining the fol-
lowing elements: (a) the principal market for the asset or liability or, in the absence of a prin-
cipal market, the most advantageous market for the asset or liability; (b) the entity’s ability to
transact the asset or liability at the price of that market on the valuation date.

e Level 2: fair value determined with valuation techniques using variables observable on active
markets. The inputs for this level include: (a) prices listed for similar assets or liabilities in acti-
ve markets; (b) prices listed for identical or similar assets or liabilities in non-active markets; (c)
data other than observable listed prices for the asset or liability, for example: interest rates and
yield curves observable at commonly quoted intervals, implicit volatility, credit spreads, input
corroborated by the market.

e Level 3: fair value determined with valuation techniques using non-observable market va-
riables.

The following tables summarise the financial assets and liabilities measured at fair value, broken down
by hierarchy,at 31 December 2019 and 2018:

_ At 31 December 2019

(in €)
Level 1 Level 2 Level 3

Non-current financial assets measured at fair value through ~ ) 42075
profit or loss .
Current financial assets measured at fair value through ) ) 4940
profit or loss ’
Total financial assets measured at fair value - - 46,315

. At 31 December 2018
(in €

Level 1 Level 2 Level 3

Non-current financial assets measured at faxr wvalue . . 30.670
through profit or loss A
Current financial assets measured at fair value through ) ) 4240
profit or loss )
Total financial assets measured at fair value - - 34,910

There were no transfers between the different levels of the fair value hierarchy in the periods conside-
red.
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7 OPERATING SEGMENTS

IFRS 8 - Operating Segments defines an operating segment as a component:

« that engages in business activities from which it may earn revenues and incur expenses;

« whose operating results are reviewed regularly by the entity’s chief operating decision maker;
« for which discrete financial information is available.

For the purposes of IFRS 8, the Company’s activity is identifiable in the following business segments:
Pasta, Milk Products, Bakery Products, Dairy Products, Special Products and Other activities.

The table below shows the main statement of financial position and income statement items examined
by the chief operating decision maker in order to assess the Company’s performance at 31 December
2019, and the reconciliation of these items with respect to the corresponding amount included in the
Separate Financial Statements:

At and for the year ended 31 December 2019

Separate
(In € rhonsands) e Mk Bakery Dairy Special Other Financial
a2 Products Products Products Products assets Statements
total
Revenue from contracts with =
] . 70,413 70,216 33,271 35,670 30,547 17,931 258,047
customers (third parties)
EBITDA (% 2,920 5453 4,030 5,815 3,408 619 22,244
EBITDA margin (¥) 4% 8% 12% 16% 11% 3% 9%,
smodition; depresiationand 3,381 466 3,386 1.011 2,110 377 10,730
write-downs
Net write-downs of financial 745 745
assets
Operating profit/(loss) 2,073 3,064 34 4,804 1,298 (503) 10,769
Financial income 400 400
Financial expenses (1,745) (1,745)
Profit (loss) before taxes 2,073 3,064 34 4,804 1,298 (1,848) 9,424
Income taxes (1,949 (1,949)
Net profit/loss 2,073 3,004 34 4,804 1,298 (3,797) 7,475
Total assets 39,374 9,373 125,724 12753 18,896 67,017 273,136
Total liabilities 28,149 16,477 41,988 14,266 10,518 28,020 139,419
Investments 1,473 644 1,042 122 229 287 3,797
Employees (number) 393 166 132 62 148 52 953

(*) EBITDA is calculated as the absolute sum of the operating result, net write-downs of financial assets and
depreciation/amortisation and write-downs.

The table below shows the main statement of financial position and income statement items exami-
ned by the chief operating decision maker in order to assess the Company’s performance at and for the
year ended 31 December 2018, and the reconciliation of these items with respect to the corresponding
amount included in the Separate Financial Statements
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At and for the year ended 31 December 2018

Separate

(Tn € thousands) Milk Bakery Dairy Special Other  Financial
Pasta 4 5
Products Products Products Producis assets Statements
total
e e 68,921 50,383 30,190 35,353 28449 18101 231,397
customers (third parties)
EBITDA (%) 2675 D25 3,296 4,882 2,628 669 16,365
EBITDA margin (¥) 4% 4% 11% 14% 9% 4% 7%
o e 2,353 674 3,106 1,246 2,135 391 9,905
write-downs
Net wnte-downs of financial 283 783
assets
Operating profit/(loss) (138) 2,622 (431) 3,636 493 (505) 5,677
Financal income 1,077 1,077
Financial expenses (1,867) (1,867)
Profit (loss) before taxes (138) 2,622 (431) 3,636 493 (1,295) 4,887
Income taxes (L,773) (1,773)
(3,068

Net profit/loss (138) 2,622 (431) 3,636 493 ) 3,114
Total assets 19,930 9,529 45,966 13,029 20,527 73,850 182,831
Total liabilities 28,971 14,208 33,134 11,681 13,752 31,203 132,949
Investments 414 646 1.079 77 2,405 372 4,993
Emplovees (number) 130 60 322 132 145 34 823

(*) EBITDA is calculated as the absolute sum of the operating result, net write-downs of financial assets and

depreciﬂtion,/ amortisation and write-downs.

Revenue from contracts with customers deriving from the “Pasta” and “Milk Products” sectors amounted
jointly to €140,629 thousand and €119,304 thousand for the years ended 31 December 2019 and 2018,
equal respectively to 54.5% and 51.6% of revenue from contracts with customers. EBITDA for the “Pasta”
and “Milk Products” sectors amounted to €8,373 thousand and €4,890 thousand for the years ended 31
December 2019 and 2018, equal to 37.6% and 29.9% respectively.

The “Bakery Products” and “Dairy Products” segments have the highest EBITDA margins in the two years
under review.

In particular, revenues from the “Pasta” sector increased by €1,492 thousand from €68,921 thousand to
€70,413 thousand in the year ended 31 December 2019. The increase is mainly due to the contribution
of Delverde Industrie Alimentari S.p.A. EBITDA from the “Pasta” sector increased by €245 thousand from
€2,675 thousand in the year ending 31 December 2018 to €2,920 thousand in the year ending 31 De-
cember 2019. Consequently, the related EBITDA margin increased by 1 percentage point,from 4% in the
year ended 31 December 2018 to 5% in the year ended 31 December 2019.

Revenues from the “Milk Products” sector increased by €19,833 thousand from €50,383 thousand in the
year ending 31 December 2018 to €70,216 thousand in the year ending 31 December 2019. This incre-
ase is mainly due to the contribution of the incorporated company Centrale del Latte di Salerno S.p.A.
Net of this contribution, there was a decrease in revenues in the milk sector attributable essentially to a
reduction in average sales prices, as a result of an improvement in the purchasing process during 2019.

As a result, EBITDA from the “Milk Products” sector increased by €3,238 thousand from €2,215 thousand
in the year ending 31 December 2018 to €5,453 thousand in the year ending 31 December 2019. Con-
sequently, the related EBITDA margin increased by 4 percentage points, from 4% in the year ended 31
December 2018 to 8% in the year ended 31 December 2019.

In addition to the sectoral information, the statement of financial position and income statement data
by geographical area, as required by IFRS 8, is provided below.
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The following table displays revenue from contracts with customers by geographical area for the years
ended 31 December 2019 and 2018.

Year ended 31 December

(in€) 2019 2018
Italy 171,683,308 143,395,909
Germany 33,654,055 40,579,515
Other countries 52,709,525 47421725
Total revenue from contracts with customers 258,046,388 231,397,149

Finally, in accordance with IFRS 8, paragraph 34, for the years ended 31 December 2019 and 2018, the
Company did not have any customers generating more than 10% of its revenues.

8 NOTES TO THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

8.1 Property, plant and equipment

The following table shows the breakdown of and changes in “Property, plant and equipment” for the
years ending 31 December 2019 and 2018:

Industrial Assets under
€ Land and Plant and and Other construction Total
fw.6) buildings machinery commercial assets and payments =
eclllipment on account
s e 110,060,875 3,587,620 4,118,516 84,742 117,851,752
December 2018 ’ ' ’ ’ 1 ’ i
Investments . 2,697,000 94.000 182,000 467,000 3,440,000
Disposals . (16,000) (1,000)  (123,000) . (140,000)
Reclassifications . 157,000 - (157,000) -
Change'iiths cansolidation 14,608,800 5435260 766,962 932,429 72 21,743,523
scope
Historical cost at 31
14,608,800 118,334,135 4,447,582 5,109,945 304,814 142,895,275

December 2019
Provision for deprecigiion 89,930,197 3,518,613) (3,657,663 97,106,473
at 31 December 2018 FLpeE), (R CRee) = ([ HeATS)
Depreciation (346,000)  (3,778,000) (120,000) (90,000) - (4,334,000)
Disposals : 16,000 119,000 : 135,000
Write-downs . . . (93,000) . (93,000)
Change to the consolidation s 2 5 ,
s (8.951,200)  (4,165,746) (612,035)  (818,521) - (14,547,502)
Provision for depreciaﬁon
TR e A (9,297,200) (97,857,943)  (4,250,648) (4,540,184) - (115,945,975)
e outifiog ampiutotil 20,130,678 69,007 460,853 84,742 20,745,280
December 2018 B e : . A 3 i
Net i t at 31

S e 5,311,600 20,476,192 196,934 569,761 394,814 26,949,300
December 2019
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Investments in property, plant and equipment for the year ended 31 December 2019 totalled €4,340
thousand and were attributable mainly to the renovation of production lines. For more information on
investments, please see the “Investments” chapter.

The net value of property, plant and equipment disposed of in the years ending 31 December 2019 and
2018 is not significant.

At 31 December 2019, the net value of capital contributions classified as a reduction in core plants
and equipment amounted to €561 thousand; the related income for the year ended 31 December 2019
amounted to €654 thousand and was classified as a reduction in depreciation of the aforementioned
plants and equipment.

During the year, the Company recorded property, plant and equipment write-downs of €93 thousand.
These write-downs relate mainly to capital goods for which the Company established that the condi-
tions for producing future profits were no longer in place.

As at 31 December 2019, there are no real estate assets or proprietary capital goods subject to any kind
of guarantee given to third parties.

8.2 Right-of-use assets and lease liabilities

The following table shows the changes in the item “Right-of-use assets” for the year ended 31 Decem-
ber 2019:

(in €) Right-of-use assets
Historical cost at 31 December 2018 20,853,000
Increases 16,000
Decreases (245,000)
Change to the consolidation scope 6,872,000
Historical cost at 31 December 2019 27,496,000
Provision for depreciation at 31 December 2018 (4,054,287)
Depreciation (4,703,000)
Disposals (953,000)
Change to the consolidation scope (577,820)
Provision for depreciation at 31 December 2019 (10,288,107)
Net carrying amount at 31 December 2018 16,798,713
Net carrying amount at 31 December 2019 17,207,891

At 31 December 2019,the Company found no indicators of long-term impairment for right-of-use assets.

The following table displays the non-discounted contractual values of the Company’s lease liabilities at
31 December 2019, following the application of IFRS 16 as of 1 January 2018:
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At 31 December 2019

(in €) less than 1 between 1 between 3 Contract
i over 5 years Book value
year and 2 years and 5 years value
e 4,350,000 4,008,000 6,747,000 1.976,000 17,081,000 17,683,774

The discount rate was determined on the basis of the marginal borrowing rate of the Company, i.e. the
rate that the Company would have to pay for a loan, with a similar maturity and collateral, needed to
obtain an asset of similar value to the right-of-use asset in a similar economic climate. The Company
has decided to apply a single discount rate to a lease portfolio with reasonably similar characteristics,
such as leases with a similar residual maturity for a similar underlying asset class, in a similar economic
climate.

The main information relating to the lease agreements held by the Company, which acts mainly as a
lessee, is shown in the following table:

(in €) At 31 December 2019
Net book value of right-of-use assets (real estate) 13,938,891
Net book value of right-of-use assets (machinery) 1,639,000
Net book value of right-of-use assets (motor vehicles) 1,630,000
Total net book value of right-of-use assets 17,207,891
Current lease liabilities 4,714,481
Non-current lease liabilities 12,969,293
Total lease liabilities 17,683,774
Depreciation of right-of-use assets (real estate) 2,993,000
Depreciation of right-of-use assets (machinery) 1,085,000
Depreciation of right-of-use assets (motor vehicles) 625,000
Total depreciation of right-of-use assets 4,703,000
Interest expense on leases 489,000
0
Short-term /ease costs 106,000
Costs to lease low-value assets 794,000
Variable payments not included in /fase liabilities 0
Total other costs 900,000

Real estate right-of-use assets relate mainly to the production plants in Sansepolcro (AR), Ozzano Taro
(PR), Reggio Emilia, Lodi, Lecce and Eboli (SA), leased to Newlat under the agreements entered into
with the associate New Property, as well as to the plants in Bologna and Corte de’ Frati (CR), rented out
by the associate Corticella. The term of the lease of the aforementioned properties has been set at six
years, based on the withdrawal options provided for in the contracts themselves and on managerial
assessments. The rental contracts stipulated between the parties have the same structure, namely: (i)
a term of six years automatically extendable for a further six years, with any subsequent tacit renewals
every six years,and (ii) the early termination options exercisable by the lessor upon renewal and by the
lessee, which may withdraw at any time and without cause, with six months’ notice. On the basis of the
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assessments carried out in accordance with IFRS 16, management is reasonably certain of holding the
leases for a period of six years from the date of signing of the contracts.

These leases fall within the scope of related party transactions; please see the Section 10 of the Sepa-
rate Financial Statements below.

Machinery right-of-use assets refer mainly to the lease of capital goods used in the production process.

8.3 Intangible assets

The following table shows the breakdown of and changes in “Intangible assets” for the year ended 31

December 2019:
Concession
Patents and T
- ] 3
(in €) Goodwill intellectual trademarks Other assets :sse;s undext' Total
roper 7 " evelopmen
P d pexty and similar P
rights :
rights
glfs“mc"l cost at 31 December 5,512,413 3,487,016 43,559,690 2,628,865 : 55,187,984
Investments - 247,000 23,000 7,000 108,118 385,118
Disposals - - - - - -
Ej;ggfo‘:‘mﬂ’;;j: consolidation 3,863487 16,098,653 185,000 22,047 : 20,169,387
g‘g"“c"l Eostatal Deceuibcs 9,375,000 19,832,669 43,767,690 2,658,112 108,118 75,742,489
Provision for depreciation at 31
= Sl Y (5,512,413)  (3,248,008)  (41,662,171) (2,588,846) - (53,011,438)
Depreciation . (122,000) (904,000 - - (1,026,000)
Disposals = < - = - -
Change within the consolidation —— - 5
scopeggm i (15,283,045) (23,000) (11,399) L (15,317,444)
Eﬂf;;‘;rf‘;gf;p’em“"" g (5,512,413)  (18,653,053) (42,589,171) (2,600,245) - (69,354,882)
N i 31
D::::m‘“;er’ n1g20 1“1:”““‘ . - 239,008 1,897,519 40,019 - 2,176,547
g:z:mmb‘; mgzo ;‘;m’“m il 3,863,487 1,179,616 1,178,519 57,867 108,118 6,387,607

Investments in intangible assets for the year ended 31 December 2019 amounted to €385 thousand
and were mainly attributable to the purchase of software. For more information on investments, please
see the “Investments” chapter.

There were no indicators of long-term impairment for intangible assets for the year ended 31 December
20109.

The following is a description of the main items that make up intangible assets:

Goodwill

Goodwill refers to the acquisition in December 2014 of Centrale del Latte di Salerno S.p.A. (hereinafter

- “Centrale del Latte di Salerno”), which represents the only cash generating unit (CGU) to which it is al-
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located. This amount reflects the difference between the purchase price and the equity of Centrale del
Latte di Salerno on the acquisition date,as shown below and in accordance with continuity of the values
appearing in the Consolidated Financial Statements at 31 December 2018:

(in € thousands)

Purchase cost 12,701
Net equity at 31 December 2014 8,838
GOODWILL 3,863

In line with IAS 36,impairment testing was carried out at the individual reporting dates to check for any
impairment of goodwill. The impairment test, approved by the Board of Directors on 19 March 2020, was
prepared by an independent professional, comparing the book value of goodwill with the recoverable
value of the related cash generating unit (CGU).

The recoverable value is the value in use, determined by discounting the forecast data of the CGU (“DCF
Method”) for the 3-year period following the reporting date. The key assumptions used by management
to determine the forecast data of the CGU are estimates of growth of revenues, EBITDA, operating cash
flows, the growth rate of the terminal value and the weighted average cost of capital (discount rate),
taking into account past profits/losses and future expectations.

The reasonableness of the margins in the explicit forecast period was also verified and deemed to be
equal to that recorded in 2019.

The terminal value of the CGU was determined using the perpetual yield criterion of the CGU’s norma-
lised cash flow, with reference to the latest forecast period considered, assuming a growth rate and a
discount rate (“WACC”, which represents the weighted average between the cost of equity and the cost
of debt, after tax), as represented below:

At 31 December At 31 December

(Fraay) 2019 2018
Growth rate 0.5% 0.5%
WACC 8.3% 8.9%

For the purposes of estimating the value in use of the CGU to which goodwill is allocated:
(iii) the following sources of information have been used:

a) internal sources: |AS 36 requires that the estimate of value in use be based on senior ma-
nagement’s most up-to-date results flows forecasts. For the goodwill impairment test as at 31
December 2019,the 2020/2022 plan was used. The Company’s Board of Directors approved this
test,as well as the flows represented therein,on 19 March 2020. For the purposes of estimating

the value in use, investments of approximately €150 thousand per year have been envisaged.

For the goodwill impairment test as at 31 December 2019, no improvements in operating costs
are predicted and therefore a constant margin was considered over the period (EBITDA margin
of 4%). This means that any EBITDA growth is due to expected growth in turnover.

b) external sources: for the goodwill impairment test, external sources of information were used
for the purposes of calculating the cost of capital set out below. All information for calculating
the cost of capital is from an external source. The estimated calculation of the weighted avera-
ge cost of capital was based on:
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- the CAPM to estimate the cost of equity;

- the WACC (Modigliani-Miller) formula for estimating the weighted average cost of capital
(after tax).

The cost of capital was calculated considering the present financial structure of Centrale del
Latte di Salerno corresponding to 100% equity and having liquidity available rather than finan-
cial debts as at 31 December 2019.

(iv) the following main basic assumptions were also used:
a) average annual revenue increase of 5% per annum from 2020 to 2022; and
b) EBITDA margin in the forecast years of 4%.

The revenue growth assumed for the years of the explicit period is marginally higher than the expected
growth of the Italian market, in view of the good competitive position of the former subsidiary, but abo-
ve all in view of (i) the company’s planned growth strategies, focused on R&D activities (including high
protein milk); (ii) a guaranteed supply chain with strong local roots; (iii) and the development of new
Company products.

The results of the impairment tests carried out show that the estimated recoverable value for the CGU
exceeds its book value by more than €2.2 million. The value in use was calculated on the basis of a
weighted average cost of capital (WACC) equal to 8.3% and a terminal cash flow growth rate (g) of 0.5%.
Sensitivity analyses were also carried out to verify the effects on the impairment test results of a +0.5%
and *0.25% change respectively in the WACC and growth rate, both parameters deemed to be signi-
ficant. In particular, assuming no other changes, individual changes in the main parameters used for
the test in question do not result in the recoverable value of the CGU being less than the relative book
value. To negate the difference between value in use and book value, the cost of capital (WACC) would
have to increase by more than 400 basis points and the terminal growth rate would have to be negative
and down by more than 660 basis points.

Industrial patents and rights to use intellectual property
This item consists almost exclusively of software costs.
Concessions, licences, trademarks and similar rights

The following table provides a detailed breakdown of the item “Concessions, licences, trademarks and
similar rights” at 31 December 2019:

At December 31

(in € thonsands)

2019 2018
Trademarks with a finite useful life 1,880 2,599
Total net book value 1,880 2,599

Trademarks with a finite useful life
This item includes brands owned by Newlat, amortised according to the residual useful life, estimated

on the basis of the period of time over which it is considered that they are guaranteed to generate cash
flows.
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8.4 Investments in subsidiaries

This item consists entirely of the purchase value of all shares in Newlat GmbH on 29 October 2019
from the parent company Newlat Group S.A. The final fee paid to Newlat Group amounted to €68,324
thousand. For more details on the purchase of this equity investment, please see the previous section
“Acquisition of Newlat Deutschland GmbH”.

The book value of the equity investment is significantly higher than the shareholders’ equity of Newlat
Gmbh on the acquisition date of 29 October 2019.

In line with the requirements of international accounting standards, an impairment test was carried out
to ascertain whether the carrying value of the investment had been impaired. The impairment test, ap-
proved by the Board of Directors on 19 March 2020, was prepared with the support of an independent
professional, comparing the book value of the equity investment with the recoverable value of the rela-
ted cash generating unit (CGU).

The recoverable value is the value in use, determined by discounting the forecast data of the CGU ("DCF
Method”) in the unlevered version for the 3-year period following the reporting date. The key assump-
tions used by management to determine the forecast data of the CGU are estimates of growth of reve-
nues, EBITDA, operating cash flows, the growth rate of the terminal value and the weighted average
cost of capital (discount rate), taking into account past profits/losses and future expectations.

The reasonableness of the margins in the explicit forecast period was also verified and deemed to be
equal to that recorded in 2019.

The terminal value of the CGU was determined using the perpetual yield criterion of the CGU’s norma-
lised cash flow, with reference to the latest forecast period considered, assuming a growth rate and a
discount rate (WACC, which represents the weighted average between the cost of equity and the cost of
debt, after tax), as represented below:

(Percentage) At 31 December 2019
Growth rate 0.5%
WACC 6.3%

For the purposes of estimating the value in use of the CGU, the following sources of information were
used:

e internal sources: the estimate of value in use is based on senior management’s most up-to-date
results flows forecasts. For the equity investment impairment test as at 31 December 2019, the 2019-
2022 plan drafted for the listing operation, presented on the Italian Stock Exchange and approved by
the Board of Directors on 22 July 2019 was used. The Company’s Board of Directors approved this test,
as well as the flows represented therein, on 19 March 2020. For the purposes of estimating the value
in use, investments of approximately €400 thousand were envisaged for the year 2020, €600 thousand
for the year 2021 and €900 thousand for the year 2022. For the equity investment impairment test as at
31 December 2019, no improvements in operating costs are predicted and therefore a constant margin
was considered over the period (EBITDA margin of 8.4%). This means that any EBITDA growth is due to
expected growth in turnover.

 external sources: for the impairment test, external sources of information were used for the purposes
of calculating the cost of capital set out below. All information for calculating the cost of capital is from

an external source. The estimated calculation of the weighted average cost of capital was based on:
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- the CAPM to estimate the cost of equity;

- the WACC (Modigliani-Miller) formula for estimating the weighted average cost of capital
(after tax).

The cost of capital was calculated considering the present financial structure of Newlat GmbH
corresponding to 100% equity and having net liquidity available rather than net financial debts
as at 31 December 20109.

» the following main basic assumptions were also used:
a) average annual revenue increase of 1% per annum from 2020 to 2022; and

b) EBITDA margin in the forecast years of 8.4%.

However, an average annual increase (CAGR) of revenues of 1% was assumed for 2020 and 2021, which
is cautious given both the prospects of the pasta sector in the German market (average annual increase
in revenues of 2% for the dry pasta segment between 2018 and 2021) and the market-leading positions
of the “Birkel” and “Drei Glocken” brands. Any significant changes to the assumptions described above
would affect the determination of the value in use.

The results of the impairment tests carried out show that the estimated recoverable value for the CGU
exceeds its book value by more than €5.1 million. The value in use was calculated on the basis of a
weighted average cost of capital (WACC) equal to 6.3% and a terminal cash flow growth rate (g) of 0.5%.
Sensitivity analyses were also carried out to verify the effects on the impairment test results of a #0.5%
and #0.25% change respectively in the WACC and growth rate, both parameters deemed to be signi-
ficant. In particular, assuming no other changes, individual changes in the main parameters used for
the test in question do not result in the recoverable value of the CGU being less than the relative book
value. To negate the difference between value in use and book value, the cost of capital (WACC) would
have to increase by more than 100 basis points and the terminal growth rate would have to be negative
and down by more than 200 basis points.

8.5 Non-current financial assets measured at fair value through profit or loss

At 31 December 2019 and 2018, non-current financial assets valued at fair value through profit or loss
amounted to €42 thousand and €31 thousand respectively. These balances, which are not material, re-
late to smaller corporate capital instruments.

8.6 Prepaid tax assets and deferred tax liabilities
At 31 December 2109 and 2018, financial assets at amortised cost amounted to €866 thousand and

€858 thousand respectively. These balances refer to security deposits paid against existing lease agre-
ements.

8.7 Prepaid tax assets and deferred tax liabilities

The following table provides a detailed breakdown of the item “Prepaid tax assets” at 31 December
2019 and 2018:
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At December 31

b 2019 2018

Provisions 2,420,055 2,546,055
Tax losses carried forward 393,503 393,503
L eases 32178 32,178
Depreciation 1,244,443 1,085,003
Other items 941,981 185,906
Gross prepaid tax assets 5,032,160 4,242,644
Offsetting with deferred-tax Liabilities - -
Total prepaid tax assets 5,032,160 4,242,644

Prepaid tax assets are recognised where it is probable that future taxable income will be realised
against which they can be used.

At the acquisition date and at 31 December 2019, the Company did not recognise prepaid tax assets
relating to tax losses of the incorporated Delverde Industrie Alimentari S.p.A.,as they will be the subject
of a future appeal to the Revenue Agency to have them recognised and to be exempt from the carry-over
restriction up to the Llimit of the equity of the incorporated company. The amount of these unrecognised
tax losses is approximately €30.6 million.

The following table displays a breakdown of and changes in the gross value of prepaid tax assets for
the years ending 31 December 2019 and 2018:

Tax
Provision losses Other Tatd
(i €) i Leases  Amortisation ; prepaid tax
s carried items
assets
forward

Balance at 31 December 2018 2,546,055 393,503 32,178 1,085,003 185,906 4,242,644
Provisions (releases) to income (126,000) i (155,000) (66,000) (347,000)
statement
Miscellaneous 287,003 287,003
Provisions (L‘elea,se.s) tFJ statement of . . i i 90,000 90,000
other comprehensive income
Change in consolidation scope 314,440 445,073 759,513
Balance at 30 June 2019 2,420,055 393,503 32,178 1,244,443 941,982 5,032,160

Prepaid tax assets and deferred tax liabilities arise from the temporary differences between the value
attributed to an asset or liability in the financial statements and the value attributed to that asset or

liability for tax purposes.
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8.8 Inventories

The following table displays a detailed breakdown of the item “Inventories” at 31 December 2019 and

2018:
At December 31

(in€)

2019 2018
Raw materials, supplies, consumables and spare parts 14,281,000 13,678,284
Finished products and goods 9,251,000 7,346,534
Semi-finished products - -
Payments on account 41,000 34,000
Total gross inventories 23,573,000 21,058,818
(Inventory write-down reserve) (944,342) (34,595)
Total inventories 22,628,658 21,024,222

Inventories are recorded net of the obsolescence reserve, which amounted to €944 thousand at 31 De-
cember 2019 and related mainly to spare parts for slow-moving machinery.

Changes in the inventories write-down reserve during 2019 are shown below:

(in €) Inventory write-down reserve

Balance at 31 December 2018 34,595
Provisions 699,694
Uses/Releases (14,947)
Change within the consolidation scope for mergers 225,000
Balance at 31 December 2019 944,342

8.9 Trade receivables

The following table displays a detailed breakdown of the item “Trade receivables”at 31 December 2019

and 2018:

(i €) At December 31

2019 2018
Trade receivables from customers 64,659,960 56,601,592
Trade receivables from related parties 3,095,233 5,491,719
Trade receivables (gross) 67,755,193 62,093,311
(Provision for doubtful trade receivables) (15,419,960) (14,196,217)
Total trade receivables 52,335,233 47,897,094

The following table displays the changes in the provision for doubtful trade receivable for the year
ended 31 December 2019:
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(in €) Provision for doubtful trade receivables

Balance at 31 December 2018 14,196,217
Provisions 673,873
Uses (8,960)
Releases (173,321)
Change within the consolidation scope for mergers 732,151
Balance at 31 December 2019 15,419,960

The net value of overdue trade receivables at 31 December 2019 amounted to €12,112 thousand, a
considerable decrease compared with the previous year.

Analysis of the credit risk, including evidence of the coverage of the individual maturity bands of the
provision for bad debts, is reported in the previous section “Management of financial risks”.

Analysis of trade receivables with related parties is reported in the below section “Transactions with
related parties”.

The book value of trade receivables is deemed to approximate their fair value.

8.10 Current tax assets and liabilities

Current tax assets totalled €716 thousand at 31 December 2019 and €748 thousand at 31 December
2018.

Current tax liabilities totalled €471 thousand at 31 December 2019 and €399 thousand at 31 December
2018.

The changes in the net balances of the assets and liabilities under review for the year ended 31 Decem-

ber 2019 mainly concern the setting aside of current income taxes, amounting to €344 thousand, and
payments amounting to €738 thousand.

8.11 Other receivables and current assets

The following table provides a breakdown of the item “Other receivables and current assets” at 31 De-
cember 2019 and 2018:

in©) At December 31

2019 2018
Receivables from Newlat Group 8 10,000,000
Receivables from Centrale del Latte di Salerno di Salerno S.p.A. 1,478,171
Tax assets 1,147,509 965,504
Receivables from social security institutions 699,669 762,000
Accrued income and prepayments 531,383 240,087
Payments on account 402,078 533,000
QOther receivables 254 461 388,566
Receivables from New Property SpA - 10,000,000
Total other receivables and current assets 3,035,100 24,367,328
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Receivables from New Property S.p.A. at 31 December 2018 related to the residual receivable from the
adjustment arising from the real estate spin-off to New Property S.p.A. on 1 June 2017. This receivable
was collected in full in the first half of 2019.

The receivable from Newlat Group at 31 December 2018 referred to the advance payment for the pur-
chase of the entire share packet of Newlat Deutschland, which was then finalised on 29 October 2019.

Receivables from social security institutions at 31 December 2019 and 2018 mainly refer to receivables
from INAIL, amounting to €699 thousand and €768 thousand respectively.

Payments on account at 31 December 2019 and 2018 mainly refer to down payments for supplies.

Tax credits at 31 December 2019 mainly include VAT credits of €454 thousand, research and develop-
ment credits of €495 thousand and INAIL credits of €556 thousand.

8.12 Current financial assets measured at fair value through profit or loss

The following table shows the breakdown of the item “Current financial assets measured at fair value
through profit or loss” as at 31 December 2019 and 2018:

At December 31

n €
e 2019 2018
Fixed rate bonds (BMPS) -
Unlisted shares 4.240 4,240
Total t financial t d at fair value thr h fit

otal curren cial assets measured at fair value ough profit or 4,240 4,240

loss

This item includes bonds held for sale.

8.13 Cash and cash equivalents

The following table displays a detailed breakdown of the item “Cash and cash equivalents” at 31 De-
cember 2019 and 2018:

At December 31
(i€
2019 2018
Bank and postal deposits 70,145,008 31,217,750
Cash at hand 38,100 21,250
Total cash and cash equivalents 70,184,098 31,239,000

Bank and postal deposits refer mainly to cash and cash equivalents deposited in current accounts held
with leading banking and financial institutions.

At 31 December 2019, cash and cash equivalents were not subject to restrictions or constraints.
Part of the aforementioned cash and cash equivalents, amounting to €30,940 thousand and €24,051

thousand respectively at 31 December 2018 and 2019, is attributable to the cash pooling of Newlat
Food with the parent company Newlat Group S.A.
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At the date of preparation of these separate financial statements,the Company is in the process of fina-
lising the transfer of cash pooling from the parent company Newlat Group S.A. to Newlat Food S.p.A., which
will therefore assume the role of pooler.

See the statement of cash flows for changes in the item “Cash and cash equivalents” during the years
under review.

8.14 Shareholders’ equity

At 31 December 2019, the item “Shareholders’ equity” amounted to €134,293 thousand. The statement
of changes in equity is shown in the relevant section.

The changes that affected shareholders’ equity for the year ended 31 December 2019 related to the
following:
e the institutional placement of 13,780,482 shares for a total amount of €79,927 thousand,

gross of bank fees and other transaction costs relating to the listing transaction;

 the aforementioned listing costs related to the public offer for subscription, recorded as a
direct reduction of shareholders’ equity for a total amount of €5,077 thousand,;

« the tax benefit related to IPO costs, for a total amount of €1,416 thousand;
« the recognition of the total net profit for the year, in the amount of €7,475 thousand,;
e actuarial losses of €249 thousand relating to the discounting of the employee severance in-
demnity provision.
Share capital

As at 31 December 2019,the Company’s fully subscribed and paid-up share capital totalled €40,780,482,
divided into 40,780,482 ordinary shares that were dematerialised as a result of the IPO operation.

Legal reserve
At 31 December 2019, the legal reserve totalled €2,123 thousand.
Reserves

Please refer to the statement of changes in equity for a breakdown of and changes in reserves in 2019,
of which the possibility of use is shown in this statement, with reference to 31 December 2019:
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Quora

Nature/ description Amount Possible use vailable
Share B
capital 40,782,428
Capital reserves:
Reserve L.413/91 1,314,285 A, B 1,314,285
FTA reserve 6,937,414 B 6,937,414
IAS reserve (95,634 ABC (95,634
IPO costs (5,076,739) ABC (5,076,739)
Tax benefit on IPO costs 1,416,410 ABC 1,416,410
Share Premmum Reserve 66,146,314 ABC 66,146,314
Other non-distributable reserves 123110 A,B
Profit reserves
Legal reserve 2,123,839 B 2,123,839
Extraordinary reserve 12,634,826 ABC 12,634,826
Other reserves 511,686 ABC 511,686
Total 85,912,401
Non-distributable portion 75,536,863
Residual distributable portion 10,375,538

Notes
A Available for capital increases
B Available to cover any losses

C Distributable to shareholders
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8.15 Provisions for employee benefits

The following table shows the breakdown of and changes in the item “Provisions for employee benefits”

for the years ending 31 December 2019 and 2018:

(in €) Employee benefits

Balance at 31 December 2017 9,352,697
Other changes 511
Financial expenses 120,222
Actuarial losses/(gains) (99,184
Benefits paid (210,777)
Balance at 31 December 2018 9,163,469
Current service cost 55,002
Financial expenses 159,000
Actuarial losses/(gains) 324,000
Benefits paid (1,150,002)
Change within the consolidation scope for mergers 1530, 779
Balance at 31 December 2019 10,082,248

Provisions for employee benefits represent the estimated obligation, determined on the basis of actua-
rial techniques, relating to the amount to be paid to employees when their employment with the com-
pany ends.

Employee severance indemnity (TFR)

The debt for Newlat’s employee severance indemnity, which falls within the IAS 19 definition of defined
benefit plans, was determined according to actuarial logic. The following are the main actuarial, finan-
cial and demographic assumptions used to determine the value of the liability at 31 December 2019
and 2018, in accordance with the provisions of IAS 19:

At December 31
2019 2018

Financial assumptions
Discount rate 7% 1.30%
Inflation rate 1.00% 1.50%
Annual rate of salary increase 1.00% 1.50%
Demographic assumptions
Death SIM/SIF2002 ISTAT table SIM/SIF2002 ISTAT table

Achievement of the first pensionable Achievement of the first
Retirement requirement according to current pensionable requirement

The following table summarises the main assumptions relating to the annual turnover rate and requests
for severance pay advances adopted for the calculation of Newlat’s provisions for employee benefits ,in
accordance with the provisions of 1AS 19:
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At December 31

2019 2018
Annual turnover rate and TFR Advances Newlat Food Newlat Food
Frequency of advances 3.50% 3.00%
Turnover rate 0.40% 3.80%

The following table summarises the sensitivity analysis for each actuarial, financial and demographic
assumption, showing the effects (in absolute terms) that would have occurred as a result of changes
to the reasonably possible actuarial assumptions on 31 December 2019 and 2018:

Discount rate Inflation rate Ra.te ofsglany C sEa

o increase retirement age

(in € thonsands) $0.50
+0.50% -0.50% +0.50% 0.50% D/; -0.50% + lyear -1lyear
0
Employee benefits (severance
P, Cr 7

indemnities) at 31 December 2019 29 i sl . ) ' O
Employee benefit T 2

i et Y 610) 665 402 (395) 10 (10) 37 (40)

indemnities) at 31 December 2018

8.16 Provisions for risks and contingencies

ges” for the year ended 31 December 2019:

The following table shows the breakdown of and changes in the item “Provisions for risks and char-

Provision for

Total

Provision for legal provisions for

o 3
(g i agent:s; . risks risks and
indemnities
charges
Balance at 31 December 2018 440,156 27,993 468,149
Provisions 128,535 128,535
Uses - -
Releases ) (34,000)
Change within the consolidation scope for mergers 636,295 196,704 832,999
Balance at 31 December 2019 1,170,986 224,697 1,395,683

The provision for agents’ indemnities represents a reasonable forecast of the charges that would be

borne by the Company in the event of future interruption of agency relationships.

8.17 Current and non-current financial liabilities

The following table provides a detailed breakdown of the item “Financial liabilities” (current and

non-current) at 31 December 2019 and 2018:

At 31 December 2019 At 31 December 2018

(in €) Current Non-current Current
portion portion portion

Non-current
portion

Pavables to Newlat Group SA for cash pooling - - -

ANNUAL REPORT 2019



Total financial debt to Newlat Group

Unicredit loan agreement (Newlat Food SpA) 1,690,723 - 1,644,000 1,690,723
Deutsche Bank loan agreement 3,000,000 12,000,000 — =
Trade credit facilities 10,574,277 - 24,324 000 -
Other lines of credit - -
Current account overdrafts 101,853 — 138,147 -
Total financial debt to banks 15,366,853 12,000,000 26,106,147 1,690,723
Total financial liabilities 15,366,853 12,000,000 26,106,147 1,690,723

The following table shows an analysis by maturity of the financial liabilities outstanding at 31 Decem-

ber 2019:

Carrying

N Expiry date

— Dec::::nbe Eliwr o [ & =

£ 2019 2021 2022 2023 2024
Unicredit loan agreement 1,690,723 1,690,723 - E -
Deutsche Bank loan agreement 15,000,000 3,000,000 3,000,000 3,000,000 3,000,000 3,000,000
Payables for invoice payments on account (BMPS) 10,574,277 10,574,277 -
Use of credit lines and current account overdrafts 101,853 101,853 - - N 2
Total financial liabilities 27,366,853 15,366,853 3,000,000 3,000,000 3,000,000 3,000,000

The following table shows the Net Financial Position, according to the classification scheme indicated

in the Consob Communication:

(in €) At December 31

Net financial debt 2109 2018
A. Cash 46,133,347 298,451
B. Cash equivalents 24,050,751 30,940,549
C. Secuuities held for trading 4,240 4,240
D. Cash and cash equivalents (A)+(B)+(C) 70,188,338 31,243,240
E. Current financial receivables - -
E Current bank payables (10,574,277) (24,324,000)
G. Current portion of non-current debt (4,690,723) (1,644,000)
H. Other current financial debt (4,816,334) (4,433,147)
I Current financial debt (F)+(G)+(H) (20,081,334) (30,401,147)
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- of whach giaranteed (12,265,000) (25,968,000)
- of which not guaranteed (7.816,334) (4,433,147)
J. Net current financial debt (I)+ (E)+ (D) 50,107,004 842,093
K. Non-current bank payables (12,000,000) (1,690,723)
L. Bonds issued = =
M. Other non-current financial debt (12,969,293) (13,032,000)
(24,969,293
IN. Non-current financial debt (K)+(L)+(M) ) (14,722,723)
- of which guaranteed = (1,690,723)
- of which not gnaranteed (24,969,293) (13,032,000)
0. O. Net financial debt ()+ (IN) 25,137,711 (13,880,630)

Without considering the effects of IFRS 16, the net financial position would be determined as follows:

At December 31
(i €)
2019 2018
Net financial debt 25,137,111 (13,880,630)
Current lease liabilities 4,714,481 4,295,000
Non-current lease liabilities 12,969,293 13,032,000
Net Financial Position 42,821,485 3,446,370

Below is a description of the main items that make up the Company’s financial liabilities at 31 Decem-
ber 2019:

a) Loans outstanding at 31 December 2019

UniCredit loan agreement On 29 December 2014, Newlat entered into a loan agreement with Unicredit
S.p.A. for €8,000 thousand, to be used for the acquisition of all shares in Centrale del Latte di Salerno
S.p.A.

The loan was set to mature on 31 December 2020. The contract provides for 12 monthly pre-amortisa-
tion instalments and then 60 monthly deferred repayments of the principal portion of the loan,from 31
January 2016 to 31 December 2020. The interest rate applicable to the loan agreement is variable and
equal to the three-month Euribor plus a spread of 2.7%.

The loan agreement provides for the possibility of early repayment by Newlat provided that: (i) the ar-
rears and all sums due in any form have been settled and (ii) a fee equal to 2% of the principal repaid
in advance is paid.

The loan does not require compliance with financial covenants.

Deutsche Bank loan agreement On 14 November 2019, Newlat entered into a loan agreement with
Deutsche Bank for an amount equal to €15,000 thousand. The loan was set to mature on 28 November
2024. The contract provides for repayment by way of 20 quarterly instalments starting in 20 February
2020.

The interest rate applicable to the loan agreement is 0.70%.

The loan does not require compliance with financial covenants.
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d) Payables for advances on invoices
This item refers only to payables to credit institutions for advances on invoices.

The following table shows, in accordance with IAS 7, changes in financial liabilities arising from cash
flows generated and/or absorbed by financing activities, as well as from non-monetary items.

8.18 Trade payables

; ALl Ch“nge 111 New Reclassification Atdl

(in €) Decembe consolidatio Repayments Decembe
loans s
r 2018 n scope r 2019

Non-current financial _ _

e 1,690,723 = - = 10,309,277 12,000,000
hiabilities
Current financial liabilities 26,106,147 382,000 15,000,000 (15,812,017) (10,309,277) 15,366,854
Total financial liabilities 27,796,871 15,000,000 (15,812,017) - 27,366,854

The following table provides a detailed breakdown of the item “Trade payables” at 31 December 2019
and 2018:

) At December 31
(in€)
2019 2018
Trade payables to suppliers 69,427,835 66,899,622
Trade payables to related parties 148,883 65,351
Total trade payables 69,576,718 66,964,973

The increase in trade payables is mainly attributable to business combinations in the course of 2019.
This item mainly includes payables relating to the Company’s normal production activities.

Analysis of trade payables with related parties is reported in the “Transactions with related parties”
section of the Separate Financial Statements below.

The book value of trade payables is deemed to approximate their fair value.
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8.19 Other current liabilities

The following table provides a breakdown of the item “Other current liabilities” at 31 December 2019

and 2018:
) At December 31

(in €)
2019 2018
Payables to employees 6,445,861 5,390,807
Payables to social security institutions 2,603,335 2,347,292
864,497
Payables for acquisitions of business units 1,973 =
Taxes payable 1,849,467 1,396.462
Accrued liabilities and deferred mcome 1,068,172 691,637
Miscellanecus payables 873,914 139,190
Total other current liabilities 12,842,722 10,829,885

The increase in other liabilities is mainly attributable to business combinations in the course of 2019.

Payables to employees relate to salaries to be settled and deferred charges such as holidays, leave and
additional monthly payments.

Payables to social security institutions mainly refer to liabilities with the INPS and other social security
institutions for the payment of contributions.

Tax payables at 31 December 2019 mainly include payables to the Treasury for withholding taxes,
amounting to €1,849 thousand.
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9 NOTES TO THE SEPARATE INCOME STATEMENT

9.1 Revenue from contracts with customers

The following table provides a breakdown of the item “Revenue from contracts with customers” by ope-

rating segment:

) Year ended 31 December
(i€ 2019 2018
Pasta 70,412,541 48,046,964
Miilk Products 70,215,739 71,256,645
Bakery Products 35,669,508 35,352,804
Dairy Produncts 33,271,445 30,190,194
Special Products 30,546,721 28,448,970
Other assets 17,930,933 18,101,482
Total revenue from contracts with customers 258,046,887 231,397,149

The following table provides a breakdown of the item “Revenue from contracts with customers” by di-

stribution channel:

i€ Year ended 31 December

2019 2018
Mass Distribution 138,099,667 116,588,149
B2B partners 40,081,000 38,770,000
Normal frade 37,442 989 35,208,000
Private labels 33,235,000 32,627,000
Food services 9,188,232 8,204,000
Total revenue from contracts with customers 258,046,888 231,397,149

The following table provides a breakdown of the item “Revenue from contracts with customers” by ge-

ographical area:

in € Year ended 31 December

2019 2018
Ttaly 171,683,308 143,395,909
Germany 33,654,055 40,579,515
Other countries 52,709,525 47,421,725
Total revenue from contracts with customers 258,046,888 231,397,149

Sectoral information is given in Section 7 of the Separate Financial Statements above.

Revenue from contracts with customers for the year ended 31 December 2019 is almost exclusively
related to the sale of goods. Revenues associated with such sales of goods are recognised when control

of the asset is transferred to the customer.
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9.2 Operating costs

The table below shows details of the operating costs broken down according to their use:

in© Year ended 31 December

2019 2018
Cost of sales 213,652,693 203,056,120
Sales and distribution costs 24 527 600 16,355,186
Administrative costs 11,161,950 7,881,519
Total operating costs 249,342,243 227,292,825

The table below shows details of the same operating costs broken down according to their nature:

Year ended 31 December

) 2019 2018
Purchase and consumption of raw materials and finished goods 125,321,693 125,516,000
Personnel costs 44 838,000 7,667,000
Packaging 19,222 000 19,882,000
Transport 14,794,000 13,597,255
Utilities 11,891,000 10,615,000
Amortisation, depreciation and write-downs 10,061,000 9,906,000
Sales commissions 4,923,000 2,434,000
Porterage and logistics 2,654,000 2,146,000
Surveillance and cleaning 3,749,000 2,700,000
Maintenance and repair 2,247,000 1,921,000
Royaltzes payable 1.694.000 1,713.000
Cost for use of third-party assets 1.822.000 082,000
Advertising and promotions 760,000 424,000
Consultancy and professional services 589,000 382,000
Insurance 710,000 516,000
Laboratory analysis and testing 962,000 741,000
Production plant services 388,000 414,000
Remuneration to the Chairman and Directors 36,000 78,000
Independent Auditors’ fees 248,000 105,000
Remuneration to Statutory Auditors 90,000 16,000
Release of provision for Ozzano Taro plant risks = (6,868,880)
Other minor operating costs 2,342 550 2,406,449
Total operating costs 249,342,243 227,292,825

Operating costs increased by €22,049 thousand, from €227,292 thousand in the year ended 31 Decem-
ber 2018 to €249,342 thousand in the year ended 31 December 2019, as a result of the combination of
Centrale del Latte di Salerno S.p.A. and Delverde Industrie Alimentari S.p.A.

9.3 Net write-downs of financial assets
The item “Net write-downs of financial assets”, amounting to €674 thousand for the year ending 31
December 2019, refers to the write-down of trade receivables. A detailed breakdown of changes in the

provision for bad debts for the year ending 31 December 2019 is set out in Note 8.8 - “Trade receivables”
to the Separate Financial Statements.
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9.4 Other revenues and income

The following table provides a breakdown of the item “Other revenues and income”:

; Year ended 31 December
(i€ 2019 2018
Repayments and compensation 2,021,986 2,073,069
Advertising revenues and promotional contributions 52419 -
Tax credit for research and development activities 200,000 -
Leases recervable 203,098 699,732
Other revenues of the Ozzano Taro plant 282,110 4537793
Capital gains from disposal of assets 84,145 31,990
Royalties to Newlat GmbH 1,078,813 1,082,794
Other income 1,691,574 301,090
Total other revenue and income 5,614,145 4,642,468
9.5 Other operating costs
The table below shows a detailed breakdown of the item “Other operating costs”:
(n€) Year ended 31 December
2019 2018
Stamps, duties and local taxes 505,110 656,484
Corporate canteen 236,632 221,208
Repayments and compensation 367,492 139,066
Benefits and membership fees 48,386 130,936
Losses = 3,252
Other costs 1,718,111 1,136,041
Total other operating costs 2,875,731 2,286,987
9.6 Financial income and expenses
The table below shows a detailed breakdown of the item “Financial income”:
, Year ended 31 December
ke 2019 2018
Interest income from cash pooling 370,761 989,219
Net foreign exchange gains - 81,040
Other financial income 29.095 7,098
Total financial income 399,856 1,077,358
The table below shows a breakdown of the item “Financial expenses”:
: Year ended 31 December
(6 2019 2018
Interest expense on loans and advances on invoices 735,593 688,266
Interest expense on lease liabilities 421,508 443218
Interest expense and charges to Newlat Group 134,816 469,947
Fees and commissions 260,896 145,596
Net foreign exchange losses 16,465 -
Net interest expense on provisions for employee benefits 158,897 120,237
Other financial expenses 17,302 37
Total financial expenses 1,745,477 1,867,300
289
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9.7 Income taxes

The table below shows a detailed breakdown of the item “Income taxes”:

n€) Year ended 31 December

2019 2018
Current taxes 334,373 398,820
Prior-year taxes - 11,882
Tax benefit on IPO costs (accounting effect only) 1,416,410
Total current taxes 1,750,783 410,702
Decrease (increase) in prepaid taxes 198,061 1,362,250
Increase (decrease) in deferred taxes - -
Total deferred taxes 198,061 1,362,250
Total income taxes 1,948,845 1,772,952

The Company was audited by the Finance Police for the years 2016 and 2017. The audit did not reveal
significant findings that should be reflected in the statement of financial position, income statement

and statement of cash flows of the Company at 31 December 2019.

The following table displays a reconciliation of the theoretical tax rate with the effective impact on

the pre-tax result:

- Year ended 31 December
2019 2018
Profit (loss) before taxes 9,423,564 4,886,669
Theoretical rate 24.0% -24.0%
Theoretical tax charge 2,261,655 (1,172,801)
Adjustiments
Difference between theoretical and local rates 42,000 (850,331)
Prior-year taxes - (11,882)
Tax incentives 200,000 295,000
Miscellaneous (554,810) (32,938
Income taxes 1,948,845 (1,772,952)
Effective rate 20.68% -36.28%

The effective tax rate in the Company’s income tax return is lower than the accounting tax rate because
the tax benefit relating to the entire tax deductibility in 2019 of the costs related to the IPO process
(itself accounted for as a reduction of the increase in shareholders’ equity arising from the listing tran-
saction), for a total amount of €1,416 thousand, was recorded as a reduction in shareholders’ equity.

9.8 Net profit/(loss) per share

The table below shows the net profit/loss per share, calculated as the ratio of net income to the wei-

ghted average number of ordinary shares in circulation during the period:

For the year ended 31 December

2019 2018
Profit for the year attributable to the Group in € thousands 7,474,719 3105, 7
Weighted average number of shares in circulation 29,206,707 27,000,000
Earnings per share (€) 0.26 0.12
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The diluted earnings per share is the same as the basic earnings per share because there are no finan-
cial instruments with potential dilutive effects. The earnings per share for 2018 were made comparable
with the 2019 data.

TRANSACTIONS WITH RELATED PARTIES

The transactions entered into by the Company with related parties, identified on the basis of criteria
defined by IAS 24 - “Related Party Disclosures”, are primarily of a commercial and financial nature and
are carried out at arm’s length conditions. Despite this, there is no guarantee that, if these transactions
had been conducted between or with third parties, said third parties would have negotiated and ente-
red into the relevant contracts, or executed the transactions themselves, under the same conditions and
in the same manner.

The Company deals with the following related parties:
* Newlat Group, a direct or indirect parent company; and

« subsidiaries of the direct parent company or indirect parent companies other than its own subsidiaries
and associates (‘Companies controlled by the parent companies”).

The following table provides a detailed breakdown of the statement of financial position items relating
to the Company’s transactions with related parties at 31 December 2019 and 2018:
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(in€)

Parent company

Companies controlled by the parent companies

Newlat Group

Other
companies

Corticella controlled by

New Property
the parent

companies

% of

Total
statemen
statement of
tof

financial F
i financial
position i
el position
item

Total

Right-of-use
assets

At 31 December
2019

At 31 December
2018
Non-current
financial assets
at amortised
cost

At 31 December
2019

At 31 December
2018

Trade
receivables

At 31 December
2019

At 31 December
2018

Other
receivables and
Ccurrent assets
At 31 December
2019

At 31 December
2018

Cash and cash
equivalents

At 31 December
2019

At 31 December
2018
Non-current
lease liabilities
At 31 December
2019

At 31 December
2018

Trade payables
At 31 December
2019

At 31 December
2018

Current lease
lLiabilides

At 31 December
2019

At 31 December
2018

10,000,000

24,159,000

30,940,549

48,000

130,000

195,000

1,641,000 7,826,000 -

2,110,000 10,117,000 -

125,000 610,000 -

125,000 610,000 .
3,095,703

5,491,983

: 10,000,000 1,478,000

1,222,000 5,767,000 -

1,682,000 8,018,000 -

- 57,000 44,000

- 58,000 7,000

864,000
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9,467,000
12,227,00
0 16,798,713

17,207,891 55.0%

72.8%

735,000 866,210 84.9%

735,000 856,410 85.8%

3095703 51835233 6.0%

5,491,983 47,897,094 11.5%

- 3,035,100 0.0%
21,478,00

0 24.367,328 88.1%

24,159,00
0 31,901
30,940,54
9 31,239,000

75731.2%

99.0%

6,989,000 12,969,293 53.9%

9,700,000 13,032,000 74.4%

149,000 69,576,718 0.2%

195,000 66,964,973 0.3%

1,059,000 10,829,885 9.8%



The following table provides a breakdown of the income statement items relating to the Company’s
transactions with related parties for the years ended 31 December 2019 and 2018:

Companies controlled by the parent

Parent company

companies Total % of
statement of “o o oem
(in€) e Total Biramsil et
| New Z(;;ntl::'}“k? position ﬁ.ﬂﬂ?lfilal
Newlat Group Corticella Bt £ the ttems Pc;‘:::“
parent
companies
Revenue from contracts with
Customers
Year ended 31 December 2019 17,525,000 17,525,000 258,046,888 6.8%
Year ended 31 December 2018 51,562,827 51,562,827 231,397,149 22.3%
Cost of sales
Year ended 31 December 2019 - 500,000 2,743,000 114,000 3,357,000 213,652,693 1.6%
Year ended 31 December 2018 - 469,000 2,291,000 114,000 2,874,000 203,056,120 1.4%
Administrative costs
Year ended 31 December 2019 400,667 E = 2 400,667 11,161,950 -3.6%
Year ended 31 December 2018 690,000 = - 3 690,000 7,881,519 8.8%
Financial income
Year ended 31 December 2019 370,762 - - - 370,762 399,855 92.7%
Year ended 31 December 2018 989,219 - - & 989,219 1,077,358 91.8%
Financial expenses
Year ended 31 December 2019 134,816 - 134,816 1,745,477 7.7%
Year ended 31 December 2018 470,000 - 470,000 1,867,300 252%

Transactions with parent company Newlat Group

Cash and cash equivalents, amounting to €30,940 thousand and €24,159 thousand respectively at 31
December 2018 and 2019, are attributable to the cash pooling relationships of Newlat Food S.p.A. with
the parent company. Administrative expenses for the year ending 31 December 2019 are attributable
to: operating expenses incurred by Newlat, Centrale del Latte di Salerno S.p.A.and Newlat Deutschland
in relation to service contracts (€187 thousand) and fees incurred in relation to the cash pooling agre-
ements signed by Newlat and Centrale del Latte di Salerno S.p.A. (€213 thousand).

Transactions with companies controlled by the parent companies

The following are the companies controlled by the parent companies with which the Company has con-
ducted transactions during the periods under review:

« Corticella Molini e Pastifici S.p.A., a real estate company to which lease royalties are paid;
* New Property S.p.A., a real estate company to which lease royalties are paid;

» other companies controlled by the parent companies, such as Newservice S.r.l., Latterie Riu-
nite Piana del Sele S.r.l.and Piana del Sele Latteria Sociale S.p.A.

Corticella Molini e Pastifici S.p.A. (merged into New Property S.p.A.)
At 31 December 2019,€1,641 thousand of right-of-use assets and €460 thousand and €1,222 thousand
respectively of current and non-current lease liabilities relate to real estate owned by Corticella Molini

e Pastifici S.p.A. and leased to Newlat through an agreement signed on 1 July 2017. The recognition of
this contract according to IFRS 16 led to the recognition of depreciation, recorded in the cost of sales, of
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€469 thousand, and financial charges of €46 thousand. Non-current financial assets at amortised cost
at 31 December 2019 refer to security deposits paid to Corticella Molini e Pastifici S.p.A. in relation to
this contract.

New Property S.p.A.

At 31 December 2018, €7,826 thousand of right-of-use assets and €1,881 thousand and €8,018 thou-
sand respectively of current and non-current lease liabilities relate to the real estate spun off to New
Property S.p.A.on 1 June 2017 and subsequently leased to Newlat. The recognition of these contracts
according to IFRS 16 led to the recognition of depreciation, recorded in the cost of sales, of €2,291 thou-
sand, and financial charges of €218 thousand for the year ended 31 December 2019.

Of the other receivables and current assets at 31 December 2018, €10,000 thousand referred to the
adjustment deriving from the differences between the book values of the assets and liabilities spun off
to New Property S.p.A.,between 31 December 2016 and the effective date of the spin-off,namely 1 June
2017.This receivable was collected in full by Newlat in the first half of 2019.
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10 COMMITMENTS AND GUARANTEES

The table below shows commitments for lease payments in relation to operating leases in accordance
with IAS 17. The amount of these commitments, subject to discounting,is reflected in the lease liabilities
pursuant to IFRS 16..

(in € thousands) A Jecetiliek )

' 2019 2018
Commitments for operating Jeases

- less than 1 year 1,931 1,931
- between 1 and 5 years 18,075 18,075
- over 5 yvears 4,881 4881
Total commitments for operating leases 24,887 24,887

The guarantees given to the Company by Newlat Group S.A. amounted to €47,900 thousand at 31 De-
cember 2019 and refer, in the amount of €32,400 thousand, to a surety provided in relation to payables
to banks for available lines of credit. The remaining amount, totalling €15,500 thousand at 31 Decem-
ber 2019, refers to letters of sponsorship in favour of Newlat Deutschland in relation to transactions
with UniCredit.

11 OTHER INFORMATION

11.1 Remuneration to directors, statutory auditors and managers
with strategic responsibilities

The fees payable to Directors and Statutory Auditors amounted to €44 thousand and €15 thousand re-
spectively in the year ended 31 December 2019.

The total remuneration of managers with strategic responsibilities came to €221 thousand at 31 De-
cember 2019. No loans or advances were granted to Directors in 2019.

11.2 Independent Auditors’ fees

The independent auditors’ fees for activities carried out in 2019 totalled €130 thousand.

11.3 Research and development activities
The research and development (“R&D”) carried out within Newlat Food S.p.A. is based on the ability to
develop innovative products, sometimes evocative of local tradition, while respecting the target mar-
kets.
Research and development costs incurred during 2019 and 2018 have been instrumental in pursuing
the Company’s production and commercial strategies,aimed at making product ranges more innovative
and strengthening its position in the market.

Research and development expenses totalled €3,389 thousand for the year ended 31 December 2019,
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fully expensed in the income statement and corresponding to 1.31% of revenues from contracts with
the Company’s customers for that year.

It should be noted that the Company intends to avail itself of the research and development tax credit

provided for in article 1, paragraph 35, of Law no. 190 of 23 December 2014,and to use it in the manner
specified in the said legislation.

11.4 Proposal for allocation of the result for the year

Shareholders,

the separate financial statements that we submit for your approval show a profit for the year of €7,474,719,
of which we propose to allocate 5% to the legal reserve and 95% to the extraordinary reserve.
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RESULTS, ASSETS AND LIABILITIES AND CASH FLOWS
OF THE PARENT COMPANY NEWLAT GROUP SA
THAT EXERCISES MANAGEMENT AND CONTROL ACTIVITIES.

(in EUR) SEPARATE FINANCIAL STATEMENTS
AT 31.12.2019
STATEMENT OF FINANCIAL POSITION
ASSETS
Intangible assets 325
Property, plant and equipment 530,366
Equity investments 160,386,833
Other non-current recervables 2.149
Total non-current assets 160,919,674
Recervables and other current items 132,815,233
Short-term liquidity and investments 42,407,394
Total current assets 175,222,627
Total assets 336,142,301
LIABILITIES
Equity 252,605,984
Provisions for risks and charges 1,032,292
Total non-current liabilities 1,032,292
Current payables and habilities 82,504,025
Total current liabilities 82,504,025
Total liabilities 336,142,301
INCOME STATEMENT
Other revenues and income 799,927
Other operating costs 1,646,102
Fimancial (income)/expenses (23,415)
Capital gains on equity investments 64,049,225
Profit (loss) before taxes 63,226,466
Income taxes 122,708
Profit/loss for the year 63,103,757
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CERTIFICATION OF THE FINANCIAL STATEMENTS
PURSUANT TO ARTICLE 154-BIS OF LEGISLATIVE DECREE 58/98

ewlat
FOOD SpA

A MULTIBRAND COMPANY

Taking into consideration article 154-bis (3) and (4) of Legislative Decree no. 58 of 24 February 1998,
the undersigned, Angelo Mastrolia, as CEO, and Rocco Sergi, as Financial Reporting Officer, of

Newlat Food Group, certify:
the adequacy in relation to the company characteristics, and
the effective application

of the administrative and accounting procedures for preparing the financial statements during the

2018 financial year,
It is furthermore declared that the financial statements at 31 December 2019;

a) were prepared in compliance with the applicable international accounting standards
adopted by the European Community, pursuant to Regulation (EC) no. 1606/2002 of
the European Parliament and Council, of 19 July 2002;

b) correspond with the accounting books and records;

c) provide a true and correct representation of the asset, economic and financial

situation of

the issuer and of the companies included in the consolidation.
The management report includes a reliable analysis of the performance and results of operations as
well as the issuer’s situation, together with a description of the key risks and uncertainties the issuer is

exposed to.

Reggio Emilia, 19 March 2020
Chief Executive Officer Financial Reporting Officer

Angelo Mastrolia Rocco Sergi

Pezzull
D ELVERDE @
icella ~ Centrale Gy
Oor wacct  dellatte | 5o
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INDEPENDENT AUDITING FIRM’S REPORT

a5

pwec

Independent auditor’s report
in accordance with article 14 of Legislative Decree no. 39 of 27 Junuary 2010 and article 10 of
Regulation (EU) no. 537/2014

To the shareholders of Newlat Food SpA

Report on the audit of the separate financial statements

Opinion

We have audited the separate financial statlements of Newlal Food SpA (hereinafter also the
“Company”), which comprise the statement of financial position as of 31 December 2019, the income
statement, statement of other comprehensive income, statement of changes in equity, statement of
cash flows for the year then ended and explanatory notes to the separate financial statements,
including a summary of significant accounting policies.

In our opinion, the separate financial statements give a true and fair view of the financial position of
Newlat Food SpA as of 31 December 2019 and of the result of its operations and cash flows for the
vear then ended in accordance with International Financial Reporting Standards as adopted by the
European Union, as well as with the regulations issued to implement article g9 of Legislative Decree
no. 38/2005.

Basis for opinion

We conducted our audil in accordance with International Standards on Auditing (ISA Italy).

Our responsibilities under those standards are further deseribed in the “Auditor’s responsibilities for
the audit of the separate financial statements” section of this report. We are independent of the
Company pursuant to the regulations and standards on ethics and independence applicable to audits
of financial statements under Italian law. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Kev audil matters are those matters that, in our professional judgment, were of most significance in
our audit of the separate financial statements of the current period. These matters were addressed in
the context of our audit of the separate financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

PricewaterhouseCoopers SpA

Sede legale e amministrativa: Milano 20049 Via Monte Rosa 91 Tel. 0277851 Fax 027785240 Cap. Soc. Eure 6.890.000,00 iv., C.F. ePIVAe
Reg. Imp. Milaro 12070880155 Tscrita &) n® no644 del Registro del Revisori Legali - Altri Ulfici; Ancona 60131 Via Sandro Totti 1 Tal
0712132911 - Bari 70122 Via Abate Gimmia 72 Tel. 0805640211 - Bergamo 24121 Largo Belotti 5 Tel, 035200601 - Bologna 40126 Via Angelo
Finelli 8 Tel 0516186211 - Brescia 25121 Viale Doea d*Ansta 28 Tel. 0303607501 - Catanda 95120 Corso Italia 3oz Tel 09575324911 - Firenre
£0121 Viale Gramse: 15 el 0552482511 - Genova 16121 Piazza Piceapiotra 9 Tel. 01029041 - Napoli 80121 Via dei Mille 16 Tel. 08136181
Padova 35138 Via Vicenza 4 Tel. 049873481 - Palermo 90141 Via Marchese Ugo 60 Tel. 091349737 - Parma 43121 Viale Tanara 20/A Tol
og21275011 - Pesoara 65127 Piazza Ettore Troile 8 Tel 0854545711 - Roma 00154 Largo Fochotti 29 Tol. 06570251 - Torine 10122 Corso
Palestro 10 Tol. 011556771 - Trento 38122 Viale della Costituziona 33 Tol. 0461257004 - Treviso 31100 Viale Folissent 9o Tol. 04226096911
Trieste 34125 \lntr\-nrr Battisti 18 Tel. 0403480781 - Udine 33100 Vie Posoolle 43 Tel. 043225799 - Varese 21100 Via Albuz 43 Tel
0332285039 - Verona 37135 Viz Francia 21/C Tel. 0458263001  Vieenza 36100 Piazza Pontelandolfo 9 Tel. o444903511

www.pwe,conn /it

299
ANNUAL REPORT 2019



i

pwc

Key Audit Matters

Recoverability of the investment in the
German subsidiary Newlat GmbH

(See notes 2.3 — "Accounting policies” and 8.4 -
“Investments in subsidiaries” to the separate
financial statements as of 31 December 2019)

As of 31 December 2o1g, the carrying amount of
investments in entities controlled by Newlat FFood
SpA reported in the separate financial statements
was equal to approximately Euro 68.3 million,
entirely related to the newly controlled subsidiary
Newlat GmbH.

Investments in subsidiaries are carried at cost;
whenever indicators of possible impairment exist,
cost is compared with the recoverable amount,
which is the higher of fair value less costs to sell
and value in use.

At least annually, the Company tests the
recoverability of the carrying amounts of equity
investments and performs an analysis to identify
any indicators of impairment of investments in
subsidiaries: if such indicators are present.
management of the Company determines the
recoverable amount of the investments,

In our statutory audit of the separate financial
statements, we considered this a key audit matter
in consideration of the materiality of the balance
relative to the financial position of Newlat Food
SpA as of 31 December 2010,

The valuation models applied to determine the
recoverable amount (value in use) of investments
in subsidiaries are based on complex valuations
and estimates made by management, referred to
the growth projections reflected in the Business
Plan 2019 — 2022, which was approved by the
Board of Directors on 22 July 2019. In detail, the
valuation models of the investments in the
Company's only subsidiary and the assumptions
used in those models are influenced by future
market conditions with regard to the future cash
flows, the perpetual growth rate and the discount

Auditing procedures performed in
response to key audit matters

Our audit approach involved, first of all,
understanding and evaluating the method
and procedures defined by the Company to
determine the recoverable amount of the
investment in Newlat GmbH, which were
approved by the Doard of Directors on 19
March 2020, in accordance with
International Financial Reporting Standard
IAS 36 as adopted by the European Union.

We verified, also involving business valuation
experts from the PwC network, that the
method used by the Company was consistent
with IAS 36 as adopted by the European
Union and with prevailing valuation practice.

The key valuation parameters adopted by the
Company were analysed in terms of
reasonableness. With specific reference to the
method of determination of the discount rate
(average weighted cost of capital, “WACC"),
we verified that the latter had been
determined in accordance with best practices
and using market data adopted for entities
operating in the same segment as Newlat
Gmbll. Similarly, we analysed the
determination of the medium-/long-term
growth rate (“g”) against the guidelines given
by IFRS as adopted by the European Union.

We verified the consistency of the cash flows
used in the valuation models and those
included in the Business Plan 2019 - 2022,
We analysed the reasonableness of estimated
future cash {lows by discussion with the
Company's management.

We also veritfied the mathematical accuracy of
the valuation models prepared by the

Company.

Finally, we verified the adequacy and

20f7
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Key Audit Matters
rate,

In order to assess the recoverability of the
investment in Newlat GmbH as of 31 December
2019, the Directors of Newlat Food SpA, with the
support of an external advisor, prepared a specific
impairment tesl.

Recoverability of goodwill

(See notes 2.3 — “Aecounting policies” and 8.3 -
“Intangible assets — goodwill” to the separate
Jinancial statements as of 31 December zo19)

As of 31 December 2019, the carrying amount of
goodwill in the separate financial statements of
Newlal Food SpA was approximately Euro 3.9
million, originating from the recognition of the
merger of the wholly-owned subsidiary Centrale
del Latte di Salerno SpA, which became effective
for legal purposes on 31 December 2010, with
retrospective effect for accounting and tax
purposes from 1 January 2019.

The Company verifies the recoverability of
goodwill at least annually.

In our statutory audil of the separate financial
statements, we considered this a key audit matter
in consideration of the materiality of the balance
relative to the financial position of Newlat Food
SpA as of 31 December 2019 and of the elements
of estimation intrinsic to the assessment of
recoverability made by the Company’s Directors.

The valuation models applied to determine the
recoverable amount (value in use) of the cash
generating unit (“CGU") to which goodwill has
been allocated are based on complex valuations
and estimates made by management, referred to
the growth projections reflected in the Business
Plan 2019 — 2022, which was approved by the
Board of Directors on 22 July 2019. In detail, the
valuation models of the recoverable amount of the
CGU to which goodwill has been allocated and the

Audiring procedures performed in
response to key audit matters
completeness of disclosures provided in the
notes to the separate financial statements.

Our andit approach involved, first of all,
understanding and evaluating the method
and procedures defined by the Company (o
determine the recoverable amount of the CGU
to which goodwill has been allocated, which
were approved by the Board of Directors on
19 March 2020, in accordance with
International Financial Reporting Standard
IAS 36 as adopted by the European Union.

Specifically, we verified the reasonableness of
the assumptions made by the Directors of
Newlat Food SpA underlying the
identification of the CGU.

We verified, also involving business valuation
experts from the PwC network, that the
method used by the Company was consistent
with IAS 36 as adopted by the European
Union and with prevailing valuation practice.

Moreover, the key valuation parameters
adopted by the Company were analysed in
terms of reasonableness. With specific
reference to the method applied to determine
the discount rate (average weighted cost of
capital, “WACC"), we verified that the latter
had been determined in accordance with best
practices and using market data. Similarly, we
analysed the determination of the medium-
/long-term growth rate (“g") against the
guidelines given by IFRS as adopted by the
European Union.

We also verified the consistency of the cash
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Key Audit Matters Auditing procedures performed in
response to key audit matlers
assumptions used in those models are influenced  flows used in the valuation models and those

by future market conditions with regard to the included in the Business Plan 2019 - 2022,

future cash flows, the perpetual growth rate and

the discount rate. We analysed the reasonableness of estimated
future cash flows by discussion with the

[n order to assess the recoverability of goodwill, Company's management.

the Directors of Newlal Food SpA, with the

support of an external advisor, prepared a specific  We also verified the mathematical accuracy of

impairment test. the valuation models prepared by the
Company.

Finally, we verified the adequacy and
completeness of disclosures provided in the
notes to the separate financial statements.

Emphasis of matter

We draw your attention to the disclosure provided in the explanatory note 1.1 — ‘General information
and significant transactions carried out in 2019  with regard to the accounting and financial effects of
significant transactions carried out by Newlat Food SpA during the year ended 31 December 2019,
which affect the comparability of the separate [inancial statements with the accounting figures of the
previous year. Our opinion is nol qualified for this matter.

Other matters

The Company, as required by law, has included in the explanatory notes to the separate financial
statements the key figures of the latest financial statements of the entity which directs and coordinates
its activities. Our opinion on the separate financial statements of Newlat Food SpA does not extend to
those figures,

Responsibilities of the Directors and thase charged with governance (“Collegio
Sindacale”) for the separate financial statements

The Directors of Newlal Food SpA are responsible for the preparation of separate financial
statements that give a true and fair view in accordance with International Financial Reporting
Standards as adopted by the European Union, as well as with the regulations issued to implement
article 9 of Legislative Decree no. 38/2005 and, in the terms prescribed by law, for such internal
control as they determine is necessary Lo enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

The Directors are responsible for assessing the Company's ability to continue as a going concern and,

in preparing the separate financial statements, for the appropriate application of the going concern
basis of accounting, and for disclosing matters related to going concern. In preparing the separate

4of7
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financial statements, the Directors use the going concern basis of accounting, unless they either
intend to liguidate the Company or Lo cease operations, or have no realistic alternative bul to do so.

Those charged with governance (“"Collegio Sindacale”) of Newlal Food SpA are responsible for
overseeing, in the terms prescribed by law, the Company's financial reporting process.

Auditor’s responsibilities for the audit of the separate financial statements

Our objectives are to obtain reasonable assurance about whether the separate financial statements as
a whole are free from material misstatement, whether due 1o fraud or error, and to issue an auditor's
report that includes our opinion, Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with International Standards on Auditing (ISA
[taly) will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economie decisions of users taken on the basis of the separate financial
statements.

As part of our audit conducted in accordance with International Standards on Auditing (ISA [taly),
we exercised our professional judgement and maintained professional scepticism throughout the
audit. Furthermore:

. we identified and assessed the risks of material misstatement of the separate financial
statements, whether due to fraud or error; we designed and performed audit procedures
responsive Lo those risks; we obtained audit evidence that is sufficient and appropriate Lo
provide a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control;

. we obtained an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control;

- we evaluated the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Directors;
3 we concluded on the appropriateness of the Directors’ use of the going concern basis of

accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw altenlion in our auditor's reporl Lo the related disclosures in the financial slalements
or, if such disclosures are inadequate, lo modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However. future events or
conditions may cause the Company to cease to continue as a going concern;

- we evaluated the overall presentation, structure and content of the separate financial
statements, including the disclosures, and whether the separale financial stalements represent
the underlying transactions and events in a manner that achieves [air presentation.

We communicated with those charged with governance, identified at an appropriate level as required
by ISA Italy, regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identified during our
audit.
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We also provided those charged wilh governance with a statement that we complied with the
regulations and standards on ethies and independence applicable under Italian law and communicated
with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determined those matters
that were of most significance in the audit of the separate financial statements of the current period
and are therefore the key audit matters. We described these matters in our auditor’s report.

Additional disclosures required by article 10 of Regulation (EU) no. 537/2014

On 8 July 2019, the shareholders of Newlal Food SpA in general meeting engaged us to perform the
statutory audit of the Company’s separate and consolidated financial stalements for the years ending
31 December 2019 to 31 December 2027.

We declare that we did not provide any prohibited non-audit services referred to in article 5,
paragraph 1 of Regulation (EU) no. 537/2014 and that we remained independent of the Company in
conducting the statutory audit.

We confirm that the opinion on the separate financial statements expressed in this report is consistent
with the additional report to those charged with governance (“Collegio Sindacale”), in its capacity as
audit commiltee, prepared pursuant to article 11 of the alorementioned Regulation.

Report on compliance with other laws and regulations

Opinion in accordance with article 14, paragraph 2, letter ¢) of Legislative Decree
no. 39/10 and article 123-bis, paragraph g of Legislative Decree no. 58/1998

The Directors of Newlat Food SpA are responsible for preparing a report on operations (jointly
prepared for both separate and consolidated financial statements) and a report on the Company’s
corporate governance and ownership structure as of 31 December 2019, including their consistency
with the relevant separate financial statements and their compliance with the law.

We have performed the procedures required under auditing standard (SA Italy) no. 720B in order to
express an opinion on the consistency of the report on operations and of the specific information
included in the report on corporate governance and ownership structure referred to in article 123-his,
paragraph 4 of Legislative Decree no. 58/1998, with the separate financial statements of Newlat Food
SpA as of 31 December 2019 and on their compliance with the law, as well as to issue a statement on
material misstatements, if any.

In our opinion, the report on operations and the specific information included in the report on
corporate governance and ownership structure mentioned above are consistent with the separate
financial statements of Newlat Food SpA as of 31 December 2019 and are prepared in compliance with
the law.
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With reference 1o the statement referred (o in arlicle 14, paragraph 2, letter e) of Legislative Decree
no. 39/2010, issued on the basis of our knowledge and understanding of the Company and its
environment obtained in the course of the audit, we have nothing to report.

Bologna, 27 March 2020

PricewaterhouseCoopers SpA

signed by

Gianni Bendandi
(Partner)

“This report has been translated into the English language from the original, which was issued in
Italian language, solely for the convenience of international readers. Reference in this report to the
financial statements refer to the financial statements in original Italian and nat to any their
translation.”
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REPORT OF THE BOARD OF STATUTORY AUDITORS
TO THE SHAREHOLDERS’ MEETING

NEWLAT FOOD S.p.A.

Registered Office in Reggio Emilia, Via Kennedy, 16 - 42124
Share capital: € 40,780,482.00, fully paid-in
Reggio Emilia Companies Register, Tax ID and VAT no. 00183410653
Economic Administrative Index no. RE277595
Report of the Board of Statutory Auditors to the Newlat Food S.p.A. Shareholders’ Meeting of
29 April pursuant to art. 153 of Legislative Decree 58/98 and art. 2429 of the Italian Civil Code

Dear Shareholders,

1. Introduction: legislative, regulatory and code of conduct sources

This Report was prepared by the Board of Statutory Auditors of NEWLAT FOOD 8.p.A. (hereinafter
the “Company” or “NEWLAT FOOD”) appouted by the Shareholders’ Meeting on 8 July 2019 and
currently in office until the approval of the financial statements for the year ended 31 December 2021.

This Report details the supervision activities and other activities carried out by the Board of Statutory
Auditors during the year ended 31 December 2019, prepared pursuant to Legislative Decree no. 58/1998
(“TUF”) and subsequent amendments, art. 2429 of the Italian Civil Code, the Rules of Conduct of the
Board of Statutory Aunditors of listed companies issued by the National Association of Certified
Accountants and Accounting Experts, and also in compliance with the guidance contained in the
CONSOB Communication DEM/ 1025564 of 6 April 2001, as amended.

Given that NEWLAT FOOD has adopted the traditional Governance model, and that the auditing was
appointed to PricewaterhonseCoopers Sp.A. (hereinafter also “PWC”) for the financial years 2019 to
2027, the Board of Statutory Auditors comcides with the “Internal Control and Audit Commuttee”, which
has additional specific control and monitoring functions on financial reporting and statutory auditing
provided for in Artcle 19 of Legislatve Decree of 27 January 2010 no. 39, as amended, which are also
discussed in this Report.

With this Report, the Board of Statutory Auditors also reports on the supervision activities carried out
with regard to the obligations relating to non-financial information pursuant to Legislative Decree no.

254/2016.

2. Supervision of compliance with laws, regulations and articles of association

During the 2019 financial year, the Board of Statutory Auditors met 8 times. The Board of Statutory
Auditors attended all the meetings of the Board of Directors held in 2019, and all those after 31
December 2019 to date. The Remuneration and Appointments Committee met once in 2019 and once in
2020. The Control and Risks Commmttee met once m 2019 and twice m 2020. The Related Party

Transactions Commuttee met once in 2019 and twice 1 2020.
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The Board of Statutory Auditors participated, in its entirety, in the Shareholders’ Meeting of 27 June
2019. The Board of Statutory Auditors met regularly with the independent auditing firm PWC.

The Board of Statutory Auditors liaised with the Head of the Internal Audit Department and held regular
meetings with the heads of some key corporate functions (such as the Chairman and CEO, Deputy CEQ,
Deputy CEO & CCO, the Financial Reporting Officer and CFO)

The Board of Statutory Auditors continuously acquired useful documentation and nformation in order to

plan its activities, which concerned in particular:

a) Supervision of: (i) Compliance of the resolutions adopted by the corporate bodies
with the law and regulatory provisions, as well as with the Articles of Association; (ii)
Pursuant to Article 149, paragraph 1, letter c-bis of Legislative Decree 58/98, the
method of actual implementation of the Corporate Governance Code of listed
companies which NEWLAT FOOD has adhered to; (iii)) Compliance with the
obligations regarding inside information; (iv) Compliance of the internal procedure
concerning related party transactions with the principles specified in the Regulations
approved by CONSOB with Resolution no. 17221 of 12 March 2010 and subsequent
amendments (hereinafter “RPT Regulation™); (v) The functioning of the corporate
information process, verifying compliance with the laws and regulations concerning
the preparation and layout of the separate and consolidated financial statements, as
well as the accompanying documentation, for this purpose also examining the Annual
Report of the Financial Reporting Officer; (vi) The actions taken with reference to the
provisions on privacy, for which the Company has appointed a Data Protection
Officer; and (vil) Compliance of the non-financial statement (hereinafter also “NFS™)
with the provisions of Legislative Decree no. 254/2016 and subsequent amendments;

b) Verification of the following: (1) Compliance with the rules on the holding of
meetings of corporate bodies and the fulfilment of the periodic reporting obligation by
the delegated bodies regarding the exercise of delegated powers; (ii) That none of the
Statutory Auditors had an interest, on their own behalf or on behalf of third parties, in
a specific transaction during the 2019 financial year and that the conditions of
independence are maintained, including through the internal process of continuous
self-assessment concerning the recurrence and maintenance of the eligibility
requirements of members and the correctness and effectiveness of their operations;
(1i1) Monitoring the actual methods of implementing corporate governance rules; and
(iv) Preparation of the Remuneration Report.

To date, there have been no reports to CONSOB pursuant to Article 149 (3) of the Consolidated
Law on Finance (TUF).

3. Most significant economigc, financial and equity transactions - related party transactions

The Board of Statutory Auditors reports the significant events during the year under review:
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e On 9 April 2019, Newlat entered into a contract with Molinos del Plata S.L.U. and
Molinos Rio de la Plata S.A. to buy and sell shares representing the entire share
capital of Delverde Industrie Alimentari S.p.A.;

e On 27 June 2019, the Shareholders’ Meeting of Newlat Food S.p.A. resolved to
approve the separate and consolidated financial statements for 2018 and to allocate
the €3,113,716 profit for the year to the Statutory Reserve (5%) and the Extraordinary
Reserve (95%);

e On 6 September 2019, the administrative bodies of Newlat Food, Delverde and
Centrale del Latte di Salerno approved, respectively, the proposed merger by
incorporation of Delverde and Centrale del Latte di Salerno into Newlat Food S.p.A.
pursuant to article 2505 (merger of a wholly owned subsidiary) of the Italian Civil
Code (the “Mergers”™);

e Extraordinary meetings of shareholders of Delverde, Centrale del Latte di Salerno and
Newlat Food S.p.A. were held on 17 September 2019, approving the aforementioned
Mergers;

e On 25 October 2019, Borsa Italiana confirmed that the Shares were sufficiently

distributed and arranged that they commence trading on the STAR segment of the
MTA on Tuesday, 29 October 2019;

e The Company successfully completed the institutional placement of 12,700,000
shares on 28 October 2019 and was admitted to trading on the STAR segment of the
MTA on 29 October;

e On 29 October 2019, the transfer of shares in Newlat GmbH Deutschland from
Newlat Group SA to Newlat Food S.p.A. was completed. The provisional fee was
€55,000 thousand. The price adjustment was fixed within 50 days of the date of
admission to trading on the STAR segment of the MTA;

e On 28 November 2019, the “greenshoe option” was partially exercised for 1,080,482
shares.

On 2 December 2019, the price adjustment for the transfer of Newlat GmbH shares
was fixed at a total amount of €13,324 thousand.

Taking into account the size and structure of the Company and NEWLAT FOOD Group, the Board of
Statutory Auditors considers that the Board of Directors, in its Annual Financial Report for the year
ended 31 December 2019, provided an adequate illustration of the transactions with subsidiaries and
other related parties, explaining the economic, financial and equity effects. The Board of Statutory
Anditors also acknowledges the significant events occurring after the end of the financial year and the
management outlook. With reference to the spread of the virus known as SARS-CoV-2 and the related

respiratory disease COVID-19, the company has promptly implemented strategic decisions and
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appropriate actions. Although there is still considerable uncertainty about the future development of the
Coronavirus, the Company renews its full confidence with regard to the organic growth forecasts and

confirms the option to evaluate external growth options.

4. Supervision of compliance with the principles of good administration

In order to monitor compliance with the principles of good administration, in addition to attendance at

all Board of Directors meetings, the Board of Statutory Auditors declares that:

e it has obtained the information during the 2019 financial year about the activities
performed and the most significant economic, financial and equity transactions
carried out by NEWLAT FOOD and its subsidiaries in the 2019 financial year from
the Directors. All this is reported accurately in the documents relating to the
consolidated financial statements and the separate financial statements. Based on the
information made available to the Board of Statutory Auditors, the latter can
reasonably consider that the transactions carried out in 2019 were performed in
accordance with the law and the Articles of Association, and that they were not
demonstrably irresponsible, reckless or in conflict with the resolutions passed by the
Shareholders” Meeting or likely to compromise the integrity of the share capital.

e it did not identify any atypical or unusual transactions with Group companies or with
third parties carried out during the 2019 financial year. Reference should be made to
the Management Report and the risk analysis contained in the consolidated financial
statements and the separate financial statements for the risks and effects of the
transactions carried out.

The Board of Directors identified the nature and level of risk compatible with the Company’s
strategic objectives when drawing up its strategic, mdustral and financial plans. This assessment
mncluded all and any risks that may become significant 1n terms of sustaimning the Company’s
activities 1 the medium to long term. In support of the ICRMS and the Control and Risks
Committee, on 8 July 2019 the Board of Directors appointed Angelo Mastrolia as the director
responsible for the ICRMS, who will perform the functions histed m the Corporate Governance
Code. With the help of the Control and Risks Committee, the Board of Directors also prepared
guidelines for the Internal Control and Risk Management System (ICRMS). The ICRMS 1s
capable of identifying, measuring, managing and monitoring major risks and is in line with

national and mternational best practice.

5. Supervision activities on the adequacy of the organisational structure

Within its scope of responsibility, the Board of Statutory Auditors acquired knowledge and monitored the
adequacy of the Company’s organisational structure and considers that the structure, which was being
adjusted with the entry of new figures, is adequate. The Company has a Supervisory Board which
currently consists of Massimo Carlomagno, as Chairman, and Ester Sammartino, as a Member. The Board

of Directors approved its “Organisation, Management and Control Model” in accordance with Legislative
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Decree 231/2001 on 30 March 2016, updating it most recently on 9 August 2019. The Model was drawn
up on the basis of guidelines issued by Confindustria (the Italian industry confederation) in accordance
with the relevant legislation, and sets out standards for conduct, procedures and control activities, 1n

additon to powers and mandates designed to prevent the offences outlined in Legislaive Decree
231/2001.

No breaches of the Model or irregulanties emerged after examming the mformation recerved from
managers of the various areas of the Company, and no acts or conduct have come to light that constitute

an infringement of the provisions of Legislative Decree 231/2001.

Regarding the self-assessment process of the Board of Directors and its Commuttees, a largely adequate

picture emerges.

6. Supervision of the internal control and risk management system and the administrative and

acco lll‘lﬁl‘lg system

The Board of Statutory Auditors examined the assessment expressed by the Board of Directors on the
adequacy and effective functioning of the Internal Control and Risk Management System (heremafter
“ICRMS”) through: (1) identification of the ICRMS Guidelines, within which the company validated the
mtegrated nsk management model; (u) certification of the Separate Fmancial Statements and
Consolidated Financial Statements by the Chairman of the Board of Directors and the Financial
Reporting Officer, who provided the appropmate statements; (1) regular meetings with the Internal Audit
Manager; (v) examinatuon of company documents and the results of the work carried out by PWC; (v)
participation in the work of the Control and Risks Committee. It received information from PWC
concerning the new regulations having an impact on auditing activities, as well as confirmation ot the
mndependence of PWC and communication of the non-statutory audit services provided; and (vi) with
reference to the issues of social responsibility, monitored the data and mformation related to

sustainability, which were presented in the Non-Financial Statement.

7. Audit of the separate financial statements, the consolidated financial statements and the

consolidated non-financial report

The Board of Statutory Auditors carried out the checks on compliance with the rules relating to the
preparation of the Separate Financial Statements of NEWLAT FOOD and the Group Consolidated
Fmancial Statements for the year ended 31 December 2019, and duly noted the statement of the
responsible bodies for which the separate financial statements and the consolidated financial statements
were prepared in accordance with IAS/IFRS accounting standards. The notes to the financial statements
contamn the information required by the international accounting standards regarding the impairment of
assets. The procedure adopted by the Company for the impairment test since its listing was updated in
March 2020 for both goodwill and the value of trademarks. The Company used external experts for the

procedure (impairment tests).

The Board of Statutory Auditors momnitored the approval of the Non-Financial Statement. The Board of
Statutory Auditors met both the function responsible for its preparation and representatives of PWC, and
examuned the documentation made available. The Board of Statutory Auditors acknowledges the report
of PWC, from which it can be seen that there are no elements, facts or circumstances that suggest that the

NFS was not drafted in comphance with the relevant regulations. PricewaterhouseCoopers S.p.A., which
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was appointed the task of statutory auditing, issued, on 27 March 2020, the reports pursuant to Article 14
of Legislative Decree 39/2010 and art. 10 of Regulation (EU) No. 537/2014 for the Separate Financial
Statements and Consolidated Financial Statements of NEWLAT FOOD S.p.A. as of 31 December 2019,
reporting that no irregularities were found. In particular, PWC certifies that the separate financial
statements and the consolidated financial statements provide a truthful and correct representation of the
equity and financial situation of Newlat Food S.p.A. as of 31 December 2019 and of the Newlat Group as
of 31 December 2019, respectively, and of the net result and cash flows for the year ended on that date, in
accordance with the International Financial Reporting Standards adopted by the European Union, as well
as the provisions issued m implementation of Article 9 of Legislative Decree no. 38 /2005.

8. Methods of actual implementation of corporate governance rules

The Board of Statutory Auditors reports, based on acquired information, on the adjustment of the
corporate governance structure of the Company. At the start of the listing, the Company carried out a
self-assessment of the members of the Board of Directors and its Commuttees. The Board of Statutory
Auditors veritied that the Annual Corporate Governance Report was prepared i accordance with existing
regulations. No complaints or reports were received by the Board of Statutory Auditors pursuant to

Article 2408 of the Italian Civil Code.

9. Opinions of the Board of Statutory Auditors

During the previous financial year and since 31 December 2019, the Board of Statutory Auditors has
issued the following opinions: (1) Opinion on adequacy pursuant to Article 2441, sixth paragraph, of the
Italian Civil Code; (i) Opinion on the proposal to award a new appointment of statutory auditing to the
aunditing firm for the years 2019-2027 subject to the start of trading of the Company’s shares on the
Mercato Telematico Azionario (“MTA”); (i) Opinion on the Memorandum on the management control

system; and (iv) Opinion on the assignment of non-auditing activities to PWC Law 262/2005.

10. Conclusions and proposals regarding the financial statements and their approval

Based on the supervision activities carried out during the financial yvear, the Board of Statutory Auditors,
taking into account the above, does not find any reason to oppose the approval of the NEWLAT FOOD
S.p.A. financial statements as of 31 December 2019 and the proposal made by the Board of Directors on
19 March 2020 regarding the allocation of the net result for the financial year.

27 March 2020
On behalf of the Board of Statutory Auditors

Massimo Carlomagno Chairman
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