\‘ UmbraGroup S.p.A.
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Dear Shareholders

2019 was a key and particularly profitable year, whose growth confirms the sustainability
of the business, the correctness of the strategy and the considerable capacity for |
execution.

The Group during the year took an important strategic step, opening up to the capital
markets with the undertaking of a stake by IPOC 3 Spa.

Although outside events during the year affecting both the respective markets and the '
general economy have impacted the performances of certain business lines (such as the »
industrial line), the Group has become more solid and better structured, while maintaining the energy, ability for lean decision-
making and innovation at its core, cognisant that it still has a long way to go and many new opportunities to discover.

The consolidation of operations and the growth which we are constantly striving to deliver make us aware of the fact that our
actions must focus not only on profitability, but also on a culture of safety, environmental sustainability and the commitment of
each individual to work together to make the workplace safer and more engaging.

Our “mission” will increasingly focus on creating value for the company, but also for our region’s economy and wider society.

Revenues for the year hit a record Euro 234.5 million, up 9.8% on the previous year, with 2019 EBITDA of Euro 33.1 million, a 14.1%
margin, compared to Euro 31.2 million in 2018 (14.6% margin), while the net profit was Euro 13.8 million (-6.2% on the previous
year). The Group does not have net financial debt as the net financial position is a cash position of Euro 16.6 million (Euro 12.3
million in the previous year).

The financial statements at December 31, 2019 were approved at a particularly critical time, in view of the recent outbreak globally
of Covid 19 and the ongoing health emergency which also impacted the economy significantly.

Thanks to the efforts of all employees, even in this emergency period we have guaranteed operational continuity, although first
and foremost with a focus on protecting the health and safety of workers and in compliance with the health recommendations
imposed by the competent authorities and the restrictions adopted by the governments of the various counties in which the Group
operates.

The future post-coronavirus pandemic will be full of challenges and new opportunities for growth, digital transformation and an
evolving way of working - without underestimating the situation - once UmbraGroup is again in a position to innovate and fully
operate on the market.

We finally thank all stakeholders for their continual support, beginning with our shareholders who have always been close to us,
even at particular points in time such as the present, supporting and advising us, which we hope they will continue to do as we
seek to deliver upon even more challenging goals.

Thanks goes to the Board of Directors who have played a key support role in all strategic decisions.

A round of applause is deserved for all workers who every day, at every level, demonstrate their dedication and self-sacrifice to
the Umbra Group.

Company under the Management and Co-ordination of Poliscom srl

Share Capital Euro 12,055,987.94 fully paid-in
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UMBRAGROUP S.P.A.

Companies Office Registration No.: 02016930543
Economic and Administrative Register No.: 174039

UMBRAGROUP S.P.A.

Registered office in VIA VALTER BALDACCINI, 1 - PACIANA LOCALITY - 06034 FOLIGNO (PG) Share capital
Euro 12,055,987.94 fully paid-in

Consolidated financial statements at 31/12/2019

Balance Sheet - Assets 31/12/2019 31/12/2018

A) Subscribed capital unpaid
(of which called up)

B) Fixed assets

I. Intangible assets

1) Set-up and expansion costs 28
2) Development costs 327 112
3) Patents and intellectual property rights 1,172 1,040
5) Goodwill 288 406
6) Assets in progress and payments on account 11 482
7) Other 2,557 3,030
4,383 5,070

Il. Property, plant & equipment

1) Land and buildings 25,443 25,457
2) Plant and machinery 28,696 26,114
3) Industrial and commercial equipment 4,381 3,717
4) Other assets 87 84
5) Assets in progress and payments on account 3,143 3,186
61,750 58,558

Ill. Financial assets
2) Receivables
d-bis) others

- due beyond one year 69 53

69 53

69 53

Total fixed assets 66,202 63,681

C) Current assets

I. Inventories
1) Raw materials, ancillaries and consumables 16,151 15,267
2) Work in progress and semi-finished goods 32,280 23,398
4) Finished products and goods 10,324 14,764

58,755 53,429

Consolidated financial statements at 31/12/2019 Page 1



UMBRAGROUP S.P.A.

Il. Receivables
1) Customers
- due within one year
- due beyond one year

4) Parent companies
- due within one year
- due beyond one year

5-bis) Tax receivables
- due within one year
- due beyond one year

5-ter) Deferred tax assets
- due within one year
- due beyond one year

5-quater) Others
- due within one year
- due beyond one year

Ill. Current financial
assets
5) Derivative financial instruments - assets

IV. Cash and cash equivalents
1) Bank and postal deposits
3) Cash in hand and similar

Total current assets

D) Prepayments and accrued income

Total assets

Balance Sheet - Liabilities

A) Shareholders’ Equity

I. Share capital

Il. Share premium reserve
lll. Revaluation reserve
IV. Legal reserve

VI. Other reserves, separately indicated
Extraordinary reserve

26,542 25,593
26,542 25,593

487 488
487 488

2,448 2,586
2,448 2,586

5,229 1,860
5,229 1,860

5,769 7,862
5,769 7,862

40,475 38,389

60 100

60 100

77,647 61,997

20 16

77,667 62,013

176,957 153,931

1,765 2,872

244,924 220,484

31/12/2019 31/12/2018

12,056 11,303

24,194 4,948

3,741 3,741

2,260 2,261

39,736 38,760

Consolidated financial statements at 31/12/2019
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UMBRAGROUP S.P.A.

Merger reserve
Capital grants reserve (article 55 of Tax Code)
Non distributable reserve as per article 2426
Euro conversion reserve
9) Reserve for gains from sale of treasury shares
10) exchange gains reserve

Consolidation reserve

VII. Cash flow hedge reserve

VIIl. Retained earnings/(accumulated losses)

IX. Net profit for the year

Loss covered in the year

X. Negative reserve for treasury shares in portfolio
Total group shareholders’ equity

-) Capital and reserves attributable to non-controlling
interests
-) Minority interest profit/(loss)

Total minority interest shareholders’ equity
Total consolidated shareholders’ equity

B) Provisions for risks and charges
1) Pension and similar obligations
2) Taxes, including deferred tax liabilities
3) Derivative financial instruments - liabilities
4) Others
5) Provisions for risks and charges

Total provisions for risks and charges
C) Post-employment benefits
D) Payables

4) Bank payables

- due within one year
- due beyond one year

5) Other lenders
- due within one year
- due beyond one year

6) Advances
- due within one year
- due beyond one year

7) Trade payables
- due within one year
- due beyond one year

596 596
171 171
112 70

1,681 1,274
278 267
573

8,843 8,843

51,990 49,981

(5) )

14,742 15,712

13,695 14,651

(652) (804)

122,021 101,786

241 189

100 53

341 242

122,362 102,028

46 42

3,541 1,127

329 1,472

4,060 6,879

7,976 9,520

3,887 3,965

13,805 14,361
46,873 35,068
60,678 49,429

568 187
1,834 3,999
2,402 4,186

675 1,952
675 1,952

33,077 33,396
33,077 33,396

Consolidated financial statements at 31/12/2019
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UMBRAGROUP S.P.A.

11) Payables to parent companies
- due within one year 1,265 822
- due beyond one year

1,265 822
12) Tax payables
- due within one year 1,885 1,705
- due beyond one year

1,885 1,705
13) Social security
institutions
- due within one year 2,280 2,320
- due beyond one year
2,280 2,320

14) Other payables
- due within one year 5,172 5,227
- due beyond one year

5,172 5,227
Total payables 107,434 99,037
E) Accrued liabilities and deferred income 3,265 5,934
Total liabilities 244,924 220,484
Income Statement 31/12/2019 31/12/2018
A) Value of production
1) Revenues from sales and services 234,516 213,614
2) Changes in inventory of work-in-progress, 3,766 1,992
semi-finished & finished products
4) Increase in internal work capitalised 566
5) Other revenue and income showing separately capital
grants:
- miscellaneous 4,568 1,852
- operating grants 2,596 2,733
7,164 4,585
Total value of production 245,446 220,757
B) Costs of production
6) Raw materials, ancillaries, consumables and goods 77,841 65,428
7) Services 46,145 49,898
8) Rent, leasing and similar costs 4,344 3,720
9) Personnel costs
a) Salaries and wages 67,631 58,892
b) Social security charges 10,533 9,895
c) Post-employment benefits 2,018 1,933

Consolidated financial statements at 31/12/2019 Page 4



UMBRAGROUP S.P.A.

d) Pension and similar obligations

e) Other costs 2,810 2,318
82,992 73,038
10) Amortisation, depreciation and write-downs
a) Amortisation of 1,526 1,267
intangible assets
b) Depreciation of 8,780 7,251

property, plant and equipment
c) Other fixed asset write-downs

d) Write-down of current receivables 42 215
and cash and cash equivalents

10,348 8,733
11) Change in inventories of raw materials, (695) (3,840)
ancillaries, consumables and goods
14) Other operating charges 1,687 1,268
Total costs of production 222,662 198,245
Difference between value and costs of production (A- 22,784 22,512
B)
C) Financial income and charges
16) Other financial income:
15) other income with separate indication of income
from subsidiaries and associates and income from parent
companies and companies under the control of these latter:
- other 35 84
35 84
35 84
15) Interest and other financial charges with separate
indication of income from subsidiaries and associates and
income from parent companies and companies under the
control of these latter:
- other 1,564 1,250
1,564 1,250
17-bis) Exchange gains and losses 317 977
Total financial income and charges (1,212) (189)
D) Adjustment to financial assets
18) Revaluations:
d) of derivative financial instruments 91 7
91 57
19) Write-downs:
d) of derivative financial instruments 1,495 1,918
1,495 1,918
Total adjustment of financial assets (1,404) (1,861)
Result for the year before taxes (A-B+C+D+E) 20,168 20,462
20) Income tax, including deferred tax income/charge
Current taxes 7,631 6,477

Consolidated financial statements at 31/12/2019 Page 5



UMBRAGROUP S.P.A.

Prior year taxes 45 (30)
Deferred tax income & charges (2,303) (689)
6,373 5,758

21) Net profit for the year 13,795 14,704
-) Group net profit 13,695 14,651
-) Minority interest profit 100 53

Chairman of the Board of Directors
Antonello Marcucci

Consolidated financial statements at 31/12/2019 Page 6



UMBRAGROUP S.P.A.

Companies Office Registration No.: 02016930543
Economic and Administrative Register No.: 174039

UMBRAGROUP S.P.A.

Registered office in VIA VALTER BALDACCINI, 1 - PACIANA LOCALITY - 06034 FOLIGNO (PG) - Share capital Euro

12,055,987.94 fully paid-in

Consolidated cash flow statement
indirect method at 31/12/2019

Description year year
31/12/2019 31/12/2018
A) Cash flow from operating activities (indirect method)
Net profit for the year 13,795 14,704
Income taxes 6,373 5,758
Interest charges/(income) 1,529 1,166
(Dividends)
(Gains)/losses on sale of assets (7) 144
1) Profit (loss) for the year before taxes, interest, dividends and gains/losses from 21,690 21,772
disposals
Non-cash adjustments not impacting working capital
Provisions 2,023 2,529
Amortisation & depreciation 10,306 8,518
Impairments - -
Adjustments to non-cash financial instrument assets and liabilities (1,103) 1,685
Other non-cash increases/(decreases) (2,880) (5,052)
Total non-cash adjustments not impacting working capital 8,346 7,680
2) Cash flow before working capital changes 30,036 29,452
Change in net working capital
Decrease/(Increase) in inventories (5,326) (19,850)
Decrease/(Increase) in trade receivables (949) (6,998)
Increase/(Decrease) in trade payables (319) 10,086
Decrease/(Increase) in prepayments and accrued income 1,107 (621)
Increase/(Decrease) in accrued liabilities and deferred income (2,669) 776
Other Decreases/(Other Increases) in working capital (1,063) 4,254
Total changes in working capital (9,216) (12,353)
3) Cash flow after net working capital changes 20,817 17,099
Other adjustments
Interest received/(paid) (1,529) (1,166)
(Income taxes paid) (6,914) (4,814)
Dividends received - -
(Utilisation of provisions) (2,097) (2,011)
Other receipts/(payments) - -
Total other adjustments (10,540) (7,991)
Cash flow from operating activities (A) 10,277 9,108
B) Cash flow from investing activities
Property, plant & equipment
(Investments) (13,395) (8,113)
Divestments 1,837 1,055
Intangible assets
(Investments) (840) (2,282)
Divestments 3
Financial assets
(Investments) (16) (1)
Divestments

Consolidated cash flow statement at 31/12/2019
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UMBRAGROUP S.P.A.

Current financial assets

(Investments)

Divestments

(Acquisition of subsidiaries net of cash and cash equivalents)

Disposal of subsidiaries net of cash and cash equivalents

Cash flow from investing activities (B) (12,411) (9,341)

C) Cash flow from financing activities

Third party funds

Increase/(Decrease) in short-term bank payables (556) (4,439)

New loans 26,572

(Repayment of loans) (14,767) (9,624)
Own funds

Paid-in share capital increase 19,387 10,416

(Repayment of share capital)

Disposal/(Acquisition) of treasury shares 152 (48)

(Dividends and advances on dividends paid) (13,000) (3,000)
Cash flow from financing activities (C) 17,788 (6,695)

Increase (decrease) in cash and cash equivalents (A+ B £ C) 15,654 (6,928)

Currency effect on cash and cash equivalents

Opening cash and cash equivalents

Bank and postal deposits 61,997 68,931
Cheques

Cash in hand and similar 16 10
Total opening cash and cash equivalents 62,013 68,941

Of which not freely utilisable

Closing cash and cash equivalents

Bank and postal deposits 77,647 61,997
Cheques

Cash in hand and similar 20 16
Total closing cash and cash equivalents 77,667 62,013

Of which not freely utilisable

Acquisition or disposal of subsidiaries

Total fees paid or received (6,344)

Part of fees in cash and cash equivalents

Cash and cash equivalents acquired or disposed through acquisition/disposal of 618
subsidiaries

Carrying amount of assets/liabilities acquired or disposed of

Chairman of the Board of Directors
Antonello Marcucci

Consolidated cash flow statement at 31/12/2019 Page 8



UMBRAGROUP

Companies Office Registration No.: 02016930543
Economic and Administrative Register No.: 174039

UMBRAGROUP S.P.A.

A company under the management and direction of POLISCOM SRL

Registered office in VIA VALTER BALDACCINI,1 - PACIANA INDUSTRIAL ZONE - 6034 FOLIGNO (PG)
Share capital Euro 12,055,987.94 fully paid-in

Directors’ Report at 31/12/2019
(in Euro/000)

Dear Shareholders,

2019 was a significant year for our Group as - based on an in-depth analysis of our business lines - we identified the areas
for safety and sustainability to which we have dedicated resources and focus.

The operating results, activities and objectives outlined in this report all revolve around an awareness that no result can
be achieved without engraining a culture of environmental safety and sustainability, in addition to the commitment from
each member of personnel to work together to make the workplace safer and more engaging.

The results delivered are only a stepping stone on a journey that focuses on fresh goals and an open and constructive
dialogue to ensure ongoing and shared improvements, which also considering the Covid-19 pandemic - whereby safety,
together with an effective prevention campaign, will become a strategic cornerstone for our Group’s future.

A net profit of Euro 13,795 thousand is reported for 2019 - reducing 6.2% on Euro 14,704 thousand in 2018 - after

amortisation and depreciation of Euro 10,348 thousand and current and deferred taxes totalling Euro 6,373 thousand.
The Adjusted net profit was Euro 13,318 thousand, decreasing Euro 4,205 thousand on the previous year.

(Euro thousands)

Description 2019 2018
Net Profit 13,795 14,704
Amortisation 1,526 1,267
Depreciation 8,780 7,251
Provisions 42 215
Cash flow 24,143 23,437

Adjusted net profit*

Adjusted net profit

Cash Flow
-6.2%
- +3.3%
R

2019 2018 2019 2018

* The Adjusted net profit is calculated by excluding the extraordinary items from the net profit.

Directors’ Report on the Consolidated Financial Statements at 31/12/2019 9



UMBRAGROUP

Operating conditions and developments

In accordance with Article 2428, the company operates from the registered office in Foligno, with secondary offices also

in Foligno and at the Albanella (SA) research centre.

UMBRAGROUP at a glance

2019 2018 Change
Revenues 234,516 213,614 20,902
EBITDA 33,132 31,245 1,887
Adjusted EBITDA 35,435 33,146 2,289
Free Cash Flow (2,134) (233) (1,901)
Net Financial Position (16,683) (12,368) (4,315)
Adjusted Financial Position (9,181) (3,653) (5,528)
Employees and collaborators 1,294 1,307 (13)

EMPLOYEES BY GEOGRAPHIC AREA

B ltaly Germany [l USA

EMPLOYEES BY CATEGORY

B Executives B Managers & white collar Blue-collar

Directors’ Report on the Consolidated Financial Statements at 31/12/2019
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UMBRAGROUP

Values

The acronym FIRST encapsulates our values and explains why our customers consistently choose us as their partner:

|28 OCUS ON THE CUSTOMER

NNOVATION

The acronym FIRST
encompasses the
g UMBRAGROUP
values and is the reason
VA LU E S many customers
choose UMBRAGROUP

every day as their
FIRST choice.

ESPECT

M OCIAL RESPONSABILITY

EAMWORK

Mission and Vision

Directors’ Report on the Consolidated Financial Statements at 31/12/2019 11



UMBRAGROUP

UMBRAGROUP’s mission stems from the desire to be a partner in the realization of shared projects. The objective is:

‘To be, in the eyes of the customer, THE supplier of ball screws, bearings, actuators and components for the high-tech

markets. An excellent service shall be at the heart of all operations.”

AGILE
PASSIONATE
PARSNER
REVOLUTIONIZING

MOTION
SOLUTIONS

The History
o

KUHN=—
et
The company begins Management Buyout and UCS acquires Kuhn GmbH
production of balls screws for full acquisition of UCS (Germany)
shares Cuscinetti

FAG Kugelfischer, Schweinfurt and
GEPI found Umbra Cuscinetti
5.p.A. (UCS) to manufacture high  the aerospace industry
precision bearings
UCS opens the new facility

-
(Production area 25,000 m?,

FM Elettromeccanica UCS acquires
becomes part of Umbra Northwest Gears Inc.
(NGI)

NGI changes name and
becomes Umbra Cuscinetti Inc.

al | ie
Umbra Inc. opens new facility Opening of an electrical UCS acquires Prazisionkuge In
motors research centre in Eltmann GmbH (PKE),
Albanella (Salerno). strengthening its collaboration
with Schaeffler

owned by Everett (Washington -
Usa)

T
Offices 4,600 m?)

Ipoc 3 5.p.a. takes a

w K OMSGO
i’ Linear Motion Optimizod:
UMBRAGROUP
UG acguires AMCO srl
holding

with strategic objective
to gain production
synergies

UCS acquires 52% of SERMS Srl. UG acguires Linear Motion Lie
{Thomson), located in the USA and
inventor of steel balls. Acquisition
campleted through holding
company incarporated in the State
of WA

Company management is
handed over to the second
generation of the Baldaccini uCS changes name to
UMBRAGROUP Societa per
Azioni from January 1, 2018

Group Structure

12
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UMBRAGROUP

UMBRAGROUP S A,
Foligno - ITALIA

RN Prézisionsspirdeln UMBRA CUSCINETTI INC. PRAZISIONSKUGELN AMCos.tl. SERMS Sl UGI HOLDING INC

Frelberg am Neckar - GERMANIA Everett - USA Eltmann - GERMANIA. Foligne - ITALIA Temnl- ITALIA UsA

LINEAR MOTION LLC EQUILAND LLC
Usa UsA

PRAZISIONSKUGELN ELTMANN
GmbH
Eltmann - GERMANY

Ball bearings

THOMSON AEROSPACE & DEFENSE KUHN PRAZISIONSSPINDELN SERMS S1l

owned by Linear Motion LLC. . . 2 und GEWINDETECHNIK Temni (TR) - ITALY
Saginaw (MI) - USA d GmbH Environmental Testing and
Steel balls, Linear Actuaiors Freiberg - GERMANY Mechanical Design

L

Steel balls

UBRAGROUP S.p.A.
Foligno (PG) - ITALY
alls, actuators, bearings, electro-spindles,

milling het
UMBRA CUSCINETTT Inc. milling heads

Everett (WA) - USA
Gears, torque tubes
AEROSPACE MANUFACTURING
COMPANY SRL
Foligno (PG) - ITALY

Precision mechanical processing

UMBRAGROUP S.p.A.
Albanella (SA) - ITALY

Research Centre

Company Umbra Cuscinetti Inc.

Directors’ Report on the Consolidated Financial Statements at 31/12/2019 13



UMBRAGROUP

Holding 100%
Direct control

Activities - Production and Sale of aerospace components and maintenance services

Company Kuhn GmbH
Holding 100%
Direct control

Activities - Production and Sale of ball screws for industrial applications

Prazisionskugeln Eltmann GmbH

Holding 100%

Direct control

Activities - Production and Sale of ball bearings

Company UGI Holding Inc.

Holding 100%

Direct control

Activities carried out - Financial Holding company

Company Linear Motion LLC

Holding 100%

Direct control

Activities carried out - Production and Sale of aerospace components.

Company Equiland LLC

Holding 100%

Direct control

Activities carried out - Real estate company

Company AMCO S.r.l

Holding 100%

Direct control

Activities carried out - Production and Sale of industrial products.

Company Serms Srl
Holding 52%
Direct control

Activities — materials testing

The Group structure did not change during the year.

Shareholder structure

S,

~
X

Directors’ Report on the Consolidated Financial Statements at 31/12/2019
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UMBRAGROUP

Employees & coll. 3.70% Other ex. parties 3.19%

Treasury Shares 0.87%

Bifin 6.68%

Safin 15.66%

Poliscom 51.15%

IPOC 18.75%

Parent Company structure and Governance model

Shareholders’
Meeting

Independent Audit Board of Statutory

Auditors

Firm

Board of Directors

Chief Executive

Officer

Key

Organisational
Managers

I ' Functions to be

"""" established

Board of Directors

Directors’ Report on the Consolidated Financial Statements at 31/12/2019
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UMBRAGROUP

OFFICE

Average age of directors Average age: 52.7
Chairperson Marcucci Antonello -
Chief Executive Officer Baldaccini Antonio 33%
22%
Chief Executive Officer Ortolani Reno .
Director Baldaccini Beatrice OVER 60 50-60 30-50
YEARS YEARS YEARS

Director Belletti Marco

Director Maestrini Giancarlo

Director * Busso Donatella

Director * Sasso Andrea

Director * Bonfiglioli Sonia

*Independent Directors

Board of Directors conclusion of mandate: Approval of 2021 Annual Accounts

Board of Statutory Auditors

OFFICE

Age of statutory auditors Average age: 45.8

Chairperson Spigarelli Mariano
Statutory Auditor Mariotti Simone 20% 20%
Statutory Auditor Vannucci Luca
Alternate Auditor Besio Paolo OVER 50 40-50 30-40
YEARS YEARS YEARS

Alternate Auditor Bini Laura

Independent Audit Firm Ernst & Young SpA

Board of Statutory Auditors conclusion of mandate: Approval of 2021 Annual Accounts

Supervisory Board

Chairperson Buchetti Cristiana

Member Pinotti Daria

Directors’ Report on the Consolidated Financial Statements at 31/12/2019 16



UMBRAGROUP

REMUNERATION COMMITTEE STRATEGIC COMMITTEE

Beatrice Baldaccini Antonello Marcucci

Andrea Sasso Antonio Baldaccini

Donatella Busso Sonia Bonfiglioli

Andrea Sasso

Giancarlo Maestrini

Governance Model

At December 31, 2019, the Group comprised 6 direct subsidiaries and the parent company UMBRAGROUP S.p.A., and 2
indirect subsidiaries through UGI Holding Inc., which have demonstrated continual growth and development.

The parent company has a traditional governance system comprising the Shareholders’ Meeting, the Board of Directors
and the Board of Statutory Auditors in an oversight role.

The audit is carried out by the independent audit firm EY Spa.

The Board of Directors is granted broad strategic decision-making powers over the company and the Group and for
corporate governance and the management of the internal control procedures. Its functions include the setting of the
type and level of risk compatible with the strategic objectives, with their assessments also including all risks considered
significant with regard to the sustainability of operations over the medium/long-term.

The Board of Directors has internally set up the Remuneration and Appointments Committee and a Strategic Committee,
while the Group has also adopted an Organisational Model in accordance with Legislative Decree 231/2001, which
includes the appointment of a Supervisory Board.

The Remuneration and Appointments Committee, comprising three directors, of which two independent and one non-
executive, expresses opinions and draws up proposals for the Board of Directors with regard in particular to the
remuneration policies and the incentive plans of the Executive Directors and senior managers.

The Strategic Committee, comprising five members (the Chairman, the Chief Executive Officer, two Independent Directors
and a Non-Executive Director), performs an exploratory role, drawing up proposals, recommendations and opinions to
facilitate more informed Board decision-making.

The Board of Statutory Auditors, comprising three Statutory Auditors and two Alternate Auditors, verifies compliance
with law and the By-Laws, with the principles of correct administration and in particular the adequacy of the organisation,
administration and accounting structure adopted by the Group companies and its correct functioning and the adequacy
of the internal control system.

Finally, the Supervisory Board, comprising two members, verifies the efficacy of the organisation, management and
control model approved by UMBRAGROUP S.p.A.. In particular, the Supervisory Board controls the procedures for the
prevention of the following sustainability-related offenses: offenses in violation of workplace health and safety rules,
environmental offenses and offenses against the individual.

Directors’ Report on the Consolidated Financial Statements at 31/12/2019 17



UMBRAGROUP

Operating performance

Economic overview

The drop off in international trade and slowing global growth continued in the final part of 2019. Significant risks stem
from trade tensions, the slowdown of the Chinese economy and the uncertainty regarding the conditions of the United
Kingdom’s withdrawal from the European Union.

Global financial conditions were particularly expansive during the year. The greater uncertainty on the growth outlook
and the accommodating positions of the central banks resulted in a sharp fall in long-term yields (Source: Bank of Italy).
The Eurozone economy generally weakened during the year as a result of the vulnerability of the key sectors and
countries, including Germany, to global trade developments. There is growing risk that the unfavourable phase of the
cycle will give rise to a prolonged decline in the level of inflation. The European Central Bank’s Governing Council
confirmed its views of previous months, adopting a series of expansionary measures that met with general consent.
According to the latest estimates released, consumer prices are expected to increase 0.8% in 2019. On the basis of the
International Monetary Fund’s projections, the Eurozone grew 1.2% in 2019, a 0.1% downward revision on last July’s
forecasts.

With regards to Italy, according to the most recent indications, economic activity did not show significant signs of
recovery in 2019. It was particularly impacted by the weakness of manufacturing, alongside however slightly positive
growth for services and a modest recovery for construction. Investments in capital goods increased, due in part to the
reintroduction of the tax incentives in effect since April. Exports remained stable overall, despite the decline in global
trade. The new tariffs on the European Union announced by the U.S. administration will concern a relatively limited share
of Italian exports to the United States, but the indirect effects could be significant in 2020.

US GDP in 2019 slowed, while growing in Japan. UK GDP is expected to report a slight slowdown, initially impacted by the
release of accumulated stock as a precautionary measure ahead of the original Brexit deadline of March 2019.

The latest US GDP growth estimates are for a 2.3% expansion, with the UK at 1.2% and Japan at 1.0% for 2019. Cyclical
conditions weakened further for the manufacturing sector in the final part of 2019. Among the developing economies,
Chinese economic activity slowed during the year. Growth in 2019 also significantly weakened in India, while Brazil and
Russia saw a contained slowdown. The latest 2019 growth estimates for these countries are respectively 6.2%, 5.8%, 0.8%
and 1.1%.

According to the latest International Monetary Fund forecasts, recently revised downwards, 2019 global GDP is expected
to grow 2.9%, following 3.6% in 2018 - a slowdown of 0.7%. The revision mainly reflects the impact of heightened trade
tensions, only mitigated in part by the effect of the demand stimulus measures implemented in the main countries
(International Monetary Fund).

In 2019, the average Euro/Dollar exchange rate was 1.12, down 5.2% on 2018.

Analysing the monthly performance, the Euro saw alternating movements in the initial two months of the year, hitting a
2019 high of 1.154 Euro/Dollar on January 10, 2019 on the back of a sustained economic expansion during 2018. The
exchange rates gradually decreased from March, with a low in September 2020, irrespective of a slight recovery in June.
The Euro/Dollar exchange rate at 31.12.2019 was 1.12.
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Euro/USD Exchange rate
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The table below presents the average 2019 rates and the December 31, 2019 rates for the most significant Group
currencies, in addition to the percentage change against the Euro compared to the average and year-end rates for 2018.

Average exchange rates Year-end exchange rates

Change Change

2019 2018 on 2018 31/12/2019 31/12/2018 on 2018
:1 Euro :1Euro % :1Euro :1Euro %
US Dollar (USD) 1.119 1.181 -5.2% 1.1234 1.145 -1.9%
Canadian Dollar (CAD) 1.485 1.529 -2.9% 1.459 1.561 -6.5%
Australian Dollar (AUD) 1.611 1.58 2.0% 1.599 1.622 -1.4%
UK Sterling (GPB) 0.877 0.885 -0.9% 0.8508 0.895 -4.9%
Swiss Franc (CHF) 1.1124 1.155 -3.7% 1.085 1.127 -3.7%

Significant events in 2019

IPOC 3 acquires a stake in UmbraGroup

On March 29, UmbraGroup opened up to the capital markets through the transaction concluded with IPOC 3 S.p.a, a
vehicle company promoted by AGC and Electa Ventures, of which the IPO CLUB Fund - managed by Azimut Libera Impresa
SGR S.p.A. - is the cornerstone investor.

IPOC 3 S.p.a, together with its co-investors, acquired an 18.75% stake in UmbraGroup through a mixed transaction
involving a reserved share capital increase and a share acquisition by all current shareholders.

The value of the transaction in terms of the share capital increase was Euro 20 million.

Simultaneous to the transaction, an extraordinary dividend of Euro 10 million was paid.

New Board of Directors appointed

With the entry of the IPOC3 Fund, the Board of Directors was reappointed.

The Board of Directors, with a mandate until the approval of the Financial Statements at 31.12.2021, saw the entry of 3
new members:

e Sonia Bonfiglioli
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e Marco Belletti
e Giancarlo Maestrini

Paris Air Show Le Bourget — June 2019

This is the largest aeronautic industry trade fair. Umbragroup participated, as has been the case in recent years, through
the “Polo Aeronautico Umbro” (Umbro Aeronautic Hub), of which Antonio Baldaccini is Chairman. It is a crucial meeting
point for all sector operators: aircraft constructors, system integrators, suppliers of components and raw materials. Le
Bourget Umbragroup signed an agreement for the production of electro-mechanical actuators for satellites with Thales
Alenia, concluding negotiations which lasted for several months.

DSEl London — September 2019

DSEI (Defense and Security Equipment International) is a biennial event focused exclusively on defense, security and law
enforcement. Umbra participated at DSEI for the first time with its own stand, demonstrating the capacity and capability
of the Group companies in the Defense sector. This sector represents a significant percentage of aeronautic revenues.

Suppliers’ Meeting

The 28th suppliers' meeting was held at the parent company's offices on November 12, 2019. The meeting served as a
forum for sharing experiences and airing issues relating to the supply chain, while also building a real sense of
partnership. A major focus was placed at the event on the interaction between UmbraGroup and its suppliers, so as to
improve dialogue and reach shared solutions.

Group company sector operating performances

Aurospace Line

The aerospace industry in 2019 reached the peak of a period of growth which began at the end of 2009. Although
declines were observed amid the international crises of 2011 and 2012, sector growth had generally followed an upward
path.

Many analysts predicted a gradual decline in demand already from 2020, to thereafter bottom out in 2022.

They predicted a fresh uptake in growth from 2023. This decline in demand is considered a natural development after 10-
11 years of almost uninterrupted growth and is in line with forecasts for a moderate recession.

Civil aircraft demand for the coming 10 years is estimated at approx. Euro 1,485 billion, with annual growth of close to
1.4%. Demand is driven particularly by Asia and the Middle East and is influenced by a number of general economic and
technological factors. Commercial narrow and wide body aircraft represent nearly 80% of the total civil aircraft market.
The demand for new narrow body aircraft supported by the global economic performance also featured and was driven
by policies promoted by the leading constructors towards new more eco-sustainable aircraft, such as Airbus with the
A320NEO re-motorised family and the A220 (former CSeries of Bombardier) family and Boeing with the re-engined 737
Max programme. This latter programme was however halted in 2019 following two serious fatal accidents and their
consequent suspension by the Certifying Bodies. Production of the 737 Max was therefore suspended from the beginning
of 2020.

No new innovative narrow body programmes are currently being researched and therefore are not expected to emerge
before 2035. The demand for wide-body aircraft is driven by the ramp-up of the Airbus A350 and Boeing 787
programmes, while demand for large four engine aircraft (A380, B747) is now dropping off due to a lack of economy
compared to the more efficient twin-engines. Over the coming years, the twin-engine wide body range will be further
extended with the entry of the new 777X models of Boeing (from 2020), which will compete with the recently added
A330NEO.

2019 sales declined on 2018. Net aircraft orders with capacity in excess of 110 seats was 830 (776 Airbus and 54 Boeing),
decreasing by approx. 50% on the previous year (1,670 net orders), due to the suspension of Boeing 737 Boeing
deliveries.
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Production rates and global deliveries are also dropping. As has been seen over the last two years, Airbus and Boeing
have expanded their presence in the “high capacity regional aircraft” crossover segment, consisting of intermediate
capacity aircraft - between common regional aircraft (turboprop up to 70 seats and jets up to a 100 seats) and the higher
capacity airliners. Boeing is creating a new enterprise (Boeing Brazil - 80% owned) in partnership with Embraer, with
which the Commercial Aviation division of the Brazilian constructor will merge (E-Jets/E2 programme from 70 to 130
seats). This transaction requires the approval of the main global Antitrust bodies: The US, Japan and China have provided
positive opinions. The European Union however has requested more in-depth investigations and therefore the creation of
the new Boeing / Embraer entity has been postponed until at least Q2 2020. In 2019, regional aircraft sales totalled
approx. Euro 6 billion, of which 86 turboprop aircraft. The competitive environment for regional aircraft is also changing.
Bombardier transferred the Q400 turboprop programme to De Havilland Aircraft of Canada and the CRJ regional jet
programme to the Japanese Mitsubishi, which had already declared the phaseout in 2021 by which time the Space Jet
should have entered into service. The ART programme confirmed its leadership in the turboprop aircraft segment with 65
orders (24 ATR72 and 41 ATR42), while the Q400 direct competitor reported 11 sales. 2019 featured a range of
significant events, as outlined in the civil aircraft paragraph (B737 MAX accidents, poor Boeing orders, reduced Boeing
aircraft delivery and production rates, postponement of the launch of new aircraft), whose impacts are gradually
becoming apparent for Airbus, Boeing and the entire sub-contracting supply chain. (Source: Leonardo Spa).

The aerospace industry has now been hit by a “perfect storm” as a result of the combined effect of the grounding of the
737 Max and the knock-on effects from Covid-19, with airlines required to stop flights or reduce them to a minimum for a
period of time which is difficult to define. All of these factors will certainly have an impact on aircraft forecasts for the
coming decade.

For the “Defense” sector, in 2019 demand was at the same levels as 2018. The 2020 outlook, drawn up before the
pandemic, confirmed a certain stagnation in the sector. However, at the end of 2019, the US Administration began to
fear a possible reduction in the volumes of some programmes, due to a smaller federal budget. It is possible that - as
happened during other crises which hit the commercial aviation sector hard - governments will review their defense
sector budget plans to support an industry which would be heavily impacted by the drop in demand caused by the
pandemic.

Industrial Line

Unfortunately, 2019 was confirmed as a setback year for Italian manufacturers of machine tools, robots and automation,
with a decline both on the domestic and overseas markets.

Exports and imports of machine tools fell during the year, with the latter impacted to a greater degree. Total exports
were down 1.7% on 2018, for a total of Euro 3,364 million. The main market is the United States, followed by Germany,
with China in third place. France is fourth, followed by Poland.

Overall imports declined 9.3% to Euro 1,444 million.  Purchases in Germany, South Korea, Japan, in addition to China,
contracted.

The downturn in the sector is mainly due to the complex international environment which, in many markets including also
Italy, has translated into a partial halting of production system investment.

The trade clash between the two economic powers of the United States and China, the crisis within the main
manufacturing sectors - principally the automotive sector - and the outbreaks of war in global hotspots, have made
manufacturing enterprise operations particularly complex and the future highly uncertain.

The sector in Italy in 2020 is expected to slow further, although remaining at significantly high levels (in line with 2017).
Production will decline to Euro 5,900 million (-8.4%), impacted by exports which are expected to drop 5.3% to Euro 3,390
million. Consumption, i.e. demand from ltalian users, will fall to Euro 4,305 million (-10.1%). The partial containment of
the domestic market will have repercussions on the deliveries of Italian constructors, which will contract to Euro 2,510
million (-12.2%), and for imports, which will reduce to Euro 1,795 million (-7%). Exports will grow by approx. two
percentage points to 57.5%.
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The renewal process of the Italian manufacturing industry and also the digital transformation of production plant have
not yet run their course. Now more than ever it is necessary that the Government introduces measures for innovation
which support enterprises on this path, in the hope that such become structural and long-term, as is evident in the design
of the Budget Law, provided that financial cover is available in such a particular moment as the country now finds itself in
view of the Covid-19 pandemic.

Operating Results

In 2019 volumes were up by 9.8% on the previous year.

For the Aerospace Line, a significant improvement of 17.7% was reported in 2019 over 2018, with a contraction for the
EMA Aerospace line and a significant increase in revenues (+19.8%) for all other aerospace products (screws, balls and
gears).

In the industrial sector, 2018’s volumes were confirmed. Specifically, the bearings line reported a slight decrease (-6.1%),
with a more significant contraction for the EMA Industrial line (19.2%), with all other industrial products increasing (Ball
bearings, screws, electro-spindles).

The net financial position at December 31, 2019 was a cash position of Euro 16,683 thousand, improving on the previous
year by Euro 4,315 thousand.

The 2019 highlights follow:

(Euro thousands)

2019 2018 Change Cge. %
Revenues 234,516 213,614 20,902 9.8%
Value of Production 245,446 220,757 24,689 11.2%
Vvalveadded 106881 ! 98,408 ¢ 8473 . 8.6%
EBITDA 33132 31,245 1887 | 6.0%
Adj EBITDA 35,435 33,146 2,289 6.9%
EBITDA Margin (EBITDA/Revenues) 14.1%  146% - 05% .
Adj EBITDA Margin (Adj EBITDA/Revenues) 15.1% 155% - 04% . i
EBIT 22,784 22,512 272 1.2%
EBIT/Revenues 9.7% 10.5% -0.8%
Net Profit 13,795 14,704 (909) -6.2%
Capital Employed 244,924 220,484 24,440 11.1%
Total investments 15,215 10,395 4,820 46.4%
Net working capital 51,340 39,464 11,876 30.1%
Net capital employed 105,679 89,660 16,019 17.9%
Freecashflow (2134) (233)  (1,901) 816%
Netfinancialposition _ (16683) _ (12,368) _ (4315) _ 34.9%
| Adj Net Financial Position (9,181)  (3,653)  (5528)  >100%.

For a better representation of Group operating performances, some of the information reported has been adjusted to
take account of non-recurring factors.

The Group’s alternative performance indicators are defined as follows:
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Net working capital: the difference between current assets and current liabilities (excluding cash and cash equivalents,
financial payables and provisions for risks and charges).

Net capital employed: fixed assets and net working capital.

Net Financial Position (NFP): the difference between cash and cash equivalents and current and non-current financial
payables.

Net Financial Position (Adj NFP): obtained by subtracting Leasing Payables from the NFP.

Sources of funding: the net financial position, net equity and current liabilities.

The income statement in addition presents interim margins as follows:

Value of production: the sum of revenues from sales and services, other operating revenues, the increase in internal work
capitalised and changes in inventories of semi-finished and finished products.

Value added: margin attained as the difference between revenues net of premiums and consumables, services and
outsourcing costs. The added value in fact measures the wealth generated by the company in the year against that
distributed.

EBITDA: the difference between revenues from sales and consumables, service costs, personnel costs and net operating
income/charges. It represents the margin before amortisation, depreciation, financial management (financial
income/charges) and income taxes. EBITDA so defined is not recognised under Italian GAAP and therefore the
measurement criteria employed by UMBRAGROUP S.p.A. may differ from those of other companies and is therefore not
comparable. They are also illustrated before the non-recurring items and leasing charges according to the earnings
method.

ADJUSTED EBITDA: EBITDA before charges and income related to charges and income considered as non-recurring and
other non-operative charges and income regarding leasing instalments.

EBIT: the difference between EBITDA and amortisation, depreciation and write-downs. It represents the margin before
financial management and income taxes.

The above indicators are not governed by the Group’s accounting standards.

ROIC: Return on invested capital, calculated as the ratio between NOPAT (EBIT-Taxes) and Net Capital Employed i.e.
assets and net working capital.

NOPAT: Net operating profit after taxes. Profit as an indicator of earnings enables a comparison of the historic data of the
same company and sector.

ADJUSTED NET PROFIT: Book net profit net of extraordinary income and charges.

NET WORKING CAPITAL: this measure is the sum of inventories, trade receivables, current tax assets and other
receivables, minus trade payables, current tax liabilities and other payables.

NET FINANCIAL POSITION: net financial debt to banks and other lenders, net of cash and cash equivalents.

FREE CASH FLOW: a cash flow measure indicating the Group’s self-funding, calculated from cash flow generated from
operations, adjusted for net interest paid and cash flow absorbed from investments, net of income from fixed asset
disposals.

Revenues
Revenues from sales and services in 2019 amounted to Euro 234,516 thousand, compared to Euro 213,614 thousand in

2018 (+9.8%). The value of production was Euro 245,446 thousand, compared to Euro 220,757 thousand in 2018
(+11.2%).

Revenues by business line and the change on the previous year are outlined in the table below.

(in Euro thousands) Cge Change %
Aerospace Products 138,861 117,935 20,926 17.7%
Industrial Products 93,331 93,343 - 12 0.0%
Other 2,324 2,336 - 12 -0.5%
TOTAL 234,516 213,614 20,902 9.8%
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Revenue by business line
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HSTA Ballsrews

Breaking System Sector Gears
Ballscrews

(in Euro thousands) 2018 Change Change %
Other Aerospace Products 134,317 112,119 22,198 19.8%
EMA Aerospace 4,544 5,816 (1,272) -21.9%
Total 138,861 117,935 20,926 17.7%
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2019 2018

- Other Aerospace Products - EMA Aerospace - Other Aercspace Products - EMA Acrospace

Industrial Line breakdown:

STEEL BALLS BALL SCREWS BEARINGS
Diameter: [Precision Classes 1SO 1-3-5-7] [Balls, Cylinders, Tapered]
18.256mm-200mm Maximum length: 13m-42 feet External diameter:
Maximum diameter: 300mm-8.85 inches 200mm-850mm

7.8-33.4 inches

ELECTROMECHANICAL ACTUATORS

ELECTROSPINDLES & MILLING HEADS High load actuators: up to 5000kN
Power available: High speed actuators: up to 200m/min.
from 2kW to 60kW High frequency actuators: up to 40Hz

Change Change %

(in Euro thousands)

Bearings 33,703 35,877 - 2,174 -6.1%
EMA Industrial 8,175 10,115 - 1,940 -19.2%
Other Industrial Products 51,453 47,351 4,102 8.7%
Total 93,331 93,343 - 12 0.0%
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2019 2018
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Sales by region
The table below outlines changes in sales by each area.

Revenue by region

120,000

98,790 100,056 105,082 u [taly
100,000 97168
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60,000 = United States of
America
40,000
M Other
20472 19,664
20,000 7 0,173
-
Italy EMEA (excluding Italy) United States of America Other
2019 12018

The United States of America is the leading market in terms of Group sales with Euro 105,082 thousand, accounting for
47% of total revenues. The EMEA (Europe, Middle East and Africa) region is the second largest Group sales market with
Euro 98,790 thousand.

Germany drove EMEA growth, followed by Switzerland and the United Kingdom.

Italy with total revenues of Euro 20,472 thousand - considered separately from the rest of Europe - reported growth of
4.1% on the previous year.

Costs

The core operational costs (extensively detailed in the explanatory notes) are as follows:
(Euro thousands)

2019 % Revenue 2018 % Revenue Cge. [of- 7
Raw Materials and 77,841 33.2% 65,428 30.6% 12,413 19.0%
production components
Service costs 46,145 19.7% 49,898 23.4% (3,753) -7.5%
Rent, lease and similar costs 4,344 1.9% 3,720 1.7% 624 16.8%
Personnel costs 82,992 35.4% 73,038 34.2% 9,954 13.6%
Total operating costs 211,322 90.1% 192,084 89.9% 19,238
Amortisation & depreciation 10,306 4.4% 8,518 4.0% 1,788 21.0%
Provisions & Write-downs 42 0.0% 215 0.1% (173) 100.0%

Before analysing the individual accounts, it is noted that the 2019 figures consider in the consolidation the companies UGI
HOLDING Inc and AMCO S.r.l for the entire year, while in 2018 considering the companies respectively for 9 months and 3
months, based on the acquisition date.
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Against increased production volumes of 9.8%, Raw material procurement costs increased 19.0% (Euro 12,413
thousand).

The percentage of raw material and miscellaneous component costs for production on revenues in 2019 increased 2.6%
over the previous year, while the percentage of service costs decreased 3.7%.

Service costs decreased Euro 3,753 thousand on 2018 (-7.5%); the main account was outsourcing. For further details,
reference should be made to the Explanatory Notes to the Consolidated Financial Statements at 31.12.2019.

Rent, leasing and similar costs increased Euro 624 thousand (+16.8%) on the previous year.

This increase is in turn attributable to the new investments made under finance lease contracts, which had an adverse
effect on EBITDA of 0.19 percentage points.

Personnel costs totalled Euro 82,992 thousand (+13.6% on Euro 73,038 thousand in 2018). The workforce did not report
significant changes;

Personnel costs, as in previous years, were impacted by the application of better conditions for employees than under the
National Metalwork industry contract, with the issue of a 14™ month, a production bonus and a significant MBO for
managers, which in 2019 resulted in Euro 5,399 thousand of additional charges and accounted for 6.5% of total personnel
costs.

Amortisation and depreciation totalled Euro 10,306 thousand, compared to Euro 8,518 thousand in the previous year
(4.4% of Revenues - 4% in 2018).

The financial performance follows:

Net financial charges in 2019 were Euro 1,529 thousand, of which financial charges of Euro 1,564 thousand and financial
income of Euro 35 thousand; financial charges mainly concerned the parent company UMBRAGROUP S.p.A (52% of the
total) and Umbra Cuscinetti Inc. (27% of the total).

It is noted that the net financial charges on sales revenues in 2019 increased 0.2%, from 0.5% in 2018, to 0.7% in 2019.

2019 % Revenue 2018 % Revenue Cge Cge %
Interest and other financial charges (1,564) 0.7% (1,250) 0.6% (314) 25.1%
Other financial Charges/(Income) 35 0.0% 84 0.0% (49) -58.3%
Net Financial Charges (1,529) 0.7% (1,166) 0.5% (363) 31.1%
Exchange Losses/(Gains) 317 0.1% 977 0.5% (660) -67.6%
Adjust. to financial assets/liabilities (1,404) 0.6% (1,861) 0.9% 457 -24.6%
Income taxes and net result
2019 2018 Change Cge. %
Current taxes (7,631) (6,477) (1,154) 18%
Prior year taxes 45 30 15 50%
Deferred tax income/charge 1,303 689 614 89%
Total Income Taxes (6,283) (5,758) (525) 9%
Profit before taxes 20,168 20,462 (294) -1%
Tax Rate 31.2% 31.7% -0.5%

The 2019 net profit was Euro 13,795 thousand (Euro 14,704 thousand in 2018, -6.6% on the previous year), after ordinary
amortisation and depreciation of Euro 10,298 thousand (Euro 8,518 thousand in 2018).

EBIT was Euro 22,784 thousand, substantially in line with 2018 (Euro 22,512 thousand). In terms of the revenue margin,
the operating profit was 9.7% in 2019 (10.5% in 2018).

Operating cash flow (Net Result, Amortisation and Depreciation and Provisions) were Euro 24,143 thousand, increasing
on the previous year 3%.

The Tax rate remained substantially unchanged at 31.6%, compared at 31.7% in 2018.

The reclassified income statement follows:
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(Euro thousands)

2019 2018

Value of production 245,446 220,757
Consumables & external costs 129,322 116,474
Personnel costs 82,992 73,038
% on value of production 33.8% 33.1%
% on value of production 13.5% 14.2%
Write-downs & Provisions 42 215
Amortisation & depreciation 10,306 8,518
% on value of production 9.3% 10.2%
Financial income 35 84
Financial charges (1,564) (1,250)
Exchange gains/losses 317 977
Net financial charges (1,212) (189)

% on value of production -0.5% -0.1%
Adjustments to fin. asset/liability values (1,404) (1,861)

% on value of production -0.6% -0.8%
Result before taxes 20,168 20,462
% on value of production 8.2% 9.3%
Income taxes (6,374) (5,758)

Minority interest result (100) (53)

Net Profit 13,695 14,651

A further reclassification of the added value income statement for 2019 compared with the previous year is reported

below, with a breakdown of the net global added value.

(in Euro thousands) 2019 2018 Change Change %
Value of production 245,446 220,757 24,689 11.2%
Costs 128,330 119,046 9,284 7.8%
Gross added value 117,116 101,711 15,405 15.1%
Net added value 104,724 94,750 9,974 10.5%
2019 2018 Change %

Net added value 104,724 94,750 9,974 10.5%
A) Remuneration of personnel 82,992 73,038 9,954 13.6%
(Employee)

B) Remuneration of credit capital 1,564 1,250 314 25.1%
(financial charges)

C) Remuneration of the public administration 6,373 5,758 615 10.7%
(direct taxes)

D) Remuneration of risk capital 3,000 3,000 - 0.0%
(dividends)

E) Company remuneration 10,795 11,704 (909) -7.8%
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Net global added value at 31.12.2019

= A) Remuneration of personnel
= B) Remuneration of credit
capital

= C) Remuneration of the public
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m D) Remuneration of risk capital

M E) Company remuneration

The 2019 results are presented in the following graph:

In Euro thousands

245,446 129,332
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write-downs

Graph outlining the EBITDA and EBIT performance for 2019 and 2018, and as a percentage of the Value of Production.
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Adjusted EBITDA

Adjusted EBITDA for 2019 is reported below, compared with the previous year, with indication of elements influencing
EBITDA although outside of the Group’s core operations.

31.12.2019 31.12.2018 Change Change %
EBITDA 33,132 31,245 1,887 6.04%
% EBITDA on Total Revenues 14% 15% -1%
UMBRAGROUP S.p.a leaving incentive 32 448 (416) -93%
UG extraordinary costs 510 - 510 -100%
Release Law 808 (1,949) - (1,949) -100%
UCI Leaving incentives - 342 (342) -100%
UCI extraordinary costs 3,490 - 3,490 100%
gl\a/lngGROUP S.p.a obsolescence provision i ) 414 100%
Linear Motion acquisition costs - 685 (685) 100%
PPA Linear Motion risks provision (2,560) (1,390) (1,170) 84%
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IFRS 16 Effect UMBRAGROUP S.p.a 1,975 1,879 96 5%
IFRS 16 Effect PKE 190 190 - 0%
IFRS Effect Amco S.r.| 615 160 455 284%
ADJ EBITDA 35,435 33,145 2,290 6.9%
% Adj EBITDA on Total Revenues 15.11% 15.50% -0.4%
ADJ EBITDA — 2019
40,000
a7 190 615 35,435

35,000 510

33,122 1,949

30,000

25,000

20,000

15,000

10,000

5,000

EBITDA UG
Extraordinary costs

Release Law 808

3,490 2,560

uci Linear Motion

Extraordinary costs PPA risks provision

IFRS 16 effect UG

IFRS 16 effect PKE

IFRS 16 effect
AMCO

ADJ EBITDA

The EBITDA and EBIT of the Group companies is reported below, with indication of the percentage contribution of each to

the consolidated results.

2018 % 2019 % 2018 % 2019 %

UMBRAGROUP S.p.a 27,991| 89.0% 33,140| 99.6% 22,699 | 99.7% 27,408 | 119.4%
Umbra Cuscinetti Inc. (230)| -0.7%| (6,602)| -19.8% (1,763)| -7.7% (8,285)| -36.1%
UGI Holding (394)| -1.3% 1,763 5.3% (1,526) | -6.7% 144 0.6%

Kuhn Gmbh 1,567 | 5.0% 1,502 4.5% 1,348 | 5.9% 1,224 5.3%

PKE Gmbh 2,190| 7.0% 2,014 6.1% 1,860 | 8.2% 1,639 7.1%

AMCO S.r.l 157| 0.5% 1,157 3.5% 23| 0.1% 565 2.5%

Serms S.r.| 183| 0.6% 296 0.9% 136| 0.6% 266 1.2%

Total 31,464

100%

33270  100%

22,777

100%

22,961

100%

_ Eliminations| ____219| | 18] | e | 7|

Consolidated result 31,245

33,132

22,512

22,784
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Contribution to Group EBITDA

45,000

1,763 (6,602)
40,000 2,014 —
1,502
33,140 296 33,132
35,000 —_— 1,158
|

30,000
25,000
20,000
15,000
10,000

5,000

UmbraGroup S.p.a Kuhn Gmbh PKE Gmbh UGI Holding Inc UCl Inc Serms AMCO EBITDA TOTAL

The ROIC at 31.12.2019 calculated as the ratio between Nopat and Net Capital Employed decreased compared to 2018,
although remaining at good levels against the WACC. A breakdown is provided below:

2019 2018

ROIC 13.65% 14.78%
WACC 11.12% 9.37%
Change 2.53% 5.41%

The positive difference demonstrates that the Group’s return is higher than the weighted average cost of capital (Equity +
Debt), which is the minimum return for profitability purposes.

The performance is summarised by the following indicators:

2019 2018

ROE 11.3% 14.4%
ROS 9.7% 10.5%
ROI 9.3% 10.2%
EBITDA Margin (EBITDA/Revenues) 14.1% 14.6%
Adj EBITDA Margin (Adj EBITDA/Revenues) 15.1% 15.5%

The ROE (Return on Equity) was determined as the ratio between the Group net profit (NP) and the net equity (NE) in the
period. The ROS (Return on sales) is the ratio between the operating result (OR) and Revenues. The ROI (Return on
investments) is the ratio between the operating result (OR) and the Net capital employed (NCE). The EBITDA margin is the
ratio between EBITDA and revenues from sales and services; the Adjusted EBITDA Margin was also calculated, net of the
effects related to non-recurring revenues and costs and leasing costs.

These two indicators should not be considered separately or as a replacement of the financial statement accounts drawn
up according to Italian GAAP; rather, these indicators should be used to supplement

the results calculated according to Italian GAAP and to assist the reader’s understanding of the Group’s operating
performances.
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Equity and financial position

A summary of the Balance Sheet accounts in the consolidated financial statements is provided below, reclassified

according to the financial criterion.

In Euro/000

Assets 2019 2018
Liquid assets 178,721 156,803
- Current liquidity 77,727 62,113
- Trade receivables 26,542 25,593
- Receivables from subsidiaries - -
- Other Receivables 15,697 15,668
- Final inventories 58,755 53,429
Fixed assets 66,202 63,681
- Intangible assets 4,383 5,070
- Property, plant & equipment 61,750 58,558
- Financial assets 69 53
Capital Employed 244,924 220,484
Liabilities 2019 2018
Short-term trade payables 33,077 33,396
Companies subject to control of parent companies - -
Other Payables 15,373 21,108
Payables to parent companies 1,265 822
Short-term financial payables 13,817 14,469
Medium/Long-term financial payables 47,167 35,176
Post-Employment Benefit Provision and Provisions for

Risks and Charges 11,863 13,485
Own Funds 122,021 101,786
Non-controlling interest capital and reserves 341 242
Sources of Capital Employed 244,924 220,484

Capital employed increased Euro 24,440 thousand (+11.1%).

The accounts reporting the greatest changes were:

a. Fixed Assets: the net increase in fixed assets was Euro 2,521 thousand. The investments relate to property, plant
and equipment (mainly plant and machinery). In addition to the parent company UmbraGroup S.p.a, the company

investing most in Capex is Ugi Holding Inc.

b. Inventories: the item stood at Euro 58,755 thousand, increasing Euro 5,326 thousand on the previous year;
c. Trade receivables: these amount to Euro 26,542 thousand, accounting for 11.4% of revenues; they increased 3.7%

on 2018.

d. Other Receivables: the account is in line with the previous year. For further information, reference should be

made to the Explanatory Notes.
e. Current liquidity: the account increased Euro 15,615 thousand;

Post-Employment Benefit Provision and Provisions for Risks and Charges: The account increased Euro 1,622
thousand over 31.12.2018. Within this account, we indicate the future losses coverage risks provision established
to cover the liabilities of the subsidiary Linear Motion LLC, equal to Euro 3,648 thousand; the risks provision
concerns a contingent liability, whose accrual was based on the realisation of future losses; currently, a series of
reasons exist, related to contracts in place, that indicate that Linear Motion LLC., acquired by the Group in March
2018 shall continue to return losses also in the coming years; the value of the provision and its release to the
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income statement was calculated on the basis of the existing supply contracts due to conclude in 2022. The above
provision was set up on the acquisition, i.e. at the time of the Purchase Price Allocation assessment;

b. Short-term trade payables: the account is substantially in line with the previous year.

c. Financial payables: the account increased due to:
- Drawdown of loans by the parent company UmbraGroup S.p.a
- Repayment of loans by the subsidiary UmbraCuscinetti Inc.
- Drawdown of loans by the subsidiary UGi Holding Inc.

d. Own funds: the account includes the Share Capital for Euro 12,056 thousand, Reserves for Euro 91,528 thousand
and Group profits for Euro 13,795 thousand. Compared to 31.12.2018, shareholders’ equity increased Euro 20,235
thousand;

The increase in shareholders’ equity, in addition to the results for the year, were significantly influenced by the
share capital increase of Euro 20,000 thousand, with the entry into the company’s ownership of IPOC3, as outlined
in detail in the significant events section.

Rotation Indexes

2019 2018

Trade receivable days outstanding 42 45

(trade receivables / net revenues *365)

Trade payables days outstanding 93 101
(trade payables / purchase of goods and
services *365)

Inventory rotation days 206 238

(final inventories/consumables total * 365)

The increase in inventory rotation days in 2018 was significantly influenced by the change in the consolidation scope, with
the entry of Ugi Holding Inc and AMCO S.r.l.. Excluding this corporate transaction, the 2018 rotation days would have
been 208.

In light of this key aspect, in 2019 rotation improved by two days, highlighting the significant focus that the UmbraGroup
places on inventory in order to boost efficiency and free financial resources to be used for business operations.

The net financial position in 2019 - a cash position of Euro 16,683 thousand - improved Euro 4,315 thousand on the end
of 2018.

In Euro/000

Description 31/12/2019 31/12/2018

Bank Deposits (77,647) (61,997)
Cash (20) (16)
Current loans and borrowings 13,805 14,361

Payables to other lenders MIUR & PON

Short-term Net Financial Position (63, 742) (47, 544)

Non-current loans and borrowings 46,873 35,068
Payables to other lenders MIUR & PON 186 108
Medium/long-term Net Financial Position 47,059 35,176
Total (16,683) (12,368)
Lease Payable 7,502 8,715
Adjusted NFP (9,181) (3,653)

Directors’ Report on the Consolidated Financial Statements at 31/12/2019 34



UMBRAGROUP

Net liquidity increased on 2018 due to the generation of cash flows, the new loans drawn down and the increased
shareholders’ equity, as described above; the capacity to generate cash of the Group companies remains excellent, as
does the maintenance of the net working capital balance.

In considering the movement in bank deposits, account should be taken of the payment of dividends for Euro 13 million,
of which 3 million as per the Shareholders’ Meeting motion concerning the allocation of the net profit and Euro 10 million
with the entry of IPOC 3 into the ownership of UmbraGroup S.p.a

Overall bank payables (current and non-current) at December 31, 2019 amount to Euro 60,678 thousand (Euro 49,429
thousand in 2018), decreasing on the previous year Euro 11,249 thousand; the payable to the MIUR and to MISE (Ministry
for Economic Development) concerning a research project is therefore indicated separately, which at December 31, 2019
amounted to Euro 306 thousand.

Financial debt and equity movements

2019 2018 2017 2016 2015 2014 2013 2012
PEN BT+ML (16.683) (12.368) (5.127) 1.306 5.768 10.649 19.220 25.631
Equity 101.786 79.767 79.767 68.852 58.791 55.038 48.045 45.205
N.C N.C N.C 1,9% 9,8% 19,3% 40,0% 56,7%

The NFP/Equity indicator (Net Financial Position on Shareholders’ Equity) for 2019, as in 2018, was not calculable as
UmbraGroup had a negative debt ratio.

Cash and cash equivalents and financial payables by maturity are respectively presented at December 31, 2019.

Maturity of payables and liquidity at 31.12.2019
Euro millions

80.00
60.67

60.00 Sl
: 6.77 .
1029 -

11.36

]
20.00 13.79 -
0.00 .

Maturity 2020 Maturity 2021 Maturity 2022 Maturity 2023 Maturity 2024 Maturity beyond 5 Gross debt
years

40.00

-20.00

-40.00

-60.00

-80.00
-77.67

-100.00

The following table indicates the equity and financial profile of the Group with the relative changes:
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Balance Sheet 2019 2018 Change
Net trade receivables 26,542 25,593 949
Other receivables 15,697 15,668 29
Inventories 58,755 53,429 5,326
Current financial assets 60 100 (40)
Current non-financial liabilities (49,714) (55,326) 5,612
A) Net Working Capital 51,340 39,464 11,876
Receivables beyond 12 months 69 53 16
Intangible assets 4,383 5,070 - 687
Tangible assets 61,750 58,558 3,192
Long-term non-financial liabilities - -
B) Net Fixed Assets 66,202 63,681
C) Post-employment benefit provision (3,887) (3,965)
D) Provisions for risks and charges (7,976) (9,520)
E) Capital employed net of 105,679 89,660 16,019
current liabilities
(A+B+C+D)
Financed by:
Financial receivables - subsidiaries - - -
Short-term debt 13,817 14,469 (652)
Financial payables — Medium-term 47,167 35,176 11,991
Cash & cash equivalents and short-term current (77,667) (62,013) -

F) Net financial debt (16,683) (12,368) (4,315)
H) Shareholders’ Equity 122,362 102,028 20,334

1) Total (F+H) as in E 105,679 89,660 16,019

The movement concerns:

(Funding)/Liquidity generated by:

Change in net working capital (11,876)
Change in Net Fixed Assets (2,521)

Change in M/LT non-financial liabilities, Tax provision (1,622)

Sub-total (16,019)

Change in shareholders' equity 20,334

Total 4,315

Net Working Capital at December 31, 2019 increased Euro 11,876 thousand (+30.1%); Net Fixed Assets rose Euro 2,517
thousand (+4%) due to investments in property, plant and equipment; the increase in Shareholders’ Equity was Euro
20,334 and includes the net profit of Euro 13,795 thousand, the share capital increase of Euro 20,000 thousand and the
issue of dividends totalling Euro 13,000 thousand.

For further details, reference should be made to the Explanatory Notes.

The main Cash Flow statement items follow.
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Cash & cash equivalents at beginning of year 62,013 68,941
A) Cash generated (absorbed) from operating activities 10,277 9,108
B) Cash flow generated (absorbed) from investing activities (12,411) (9,341)
C) Cash flow generated (absorbed) from financing activities 17,888 (6,695)
Change in cash and cash equivalents 15,754 - 6,928
Cash & cash equivalents at end of year 77,767 62,013

Operating activities - Group operating cash flows of Euro 10,277 thousand were generated in 2019 (Euro 9,108 thousand

in 2018: +12.8%).

Investing activities - Cash of Euro 12,411 thousand was absorbed by investing activities in 2019 (Euro 9,341 thousand in

the previous year: +32.9%).

Financing activities - Cash flows of Euro 17,888 thousand were generated by financing activities in 2019, compared to an
absorption of cash totalling Euro 6,695 in 2018. The generation of cash in 2019 related to financing activity mainly
concerns the drawdown of loans by the parent company and the share capital increase with the entry of IPOC 3 into the

ownership of UmbraGroup S.p.a.

The payment of dividends to shareholders resulted in an outflow of Euro 13,000 thousand, of which 3,000 approved on

the approval of the 2018 Annual Accounts and 10,000 issued as an extraordinary dividend.

Cash Flow Statement 2019
90,000

80,000 17,888

9,108 (12,411)
70,000
62,013
60,000
50,000
40,000
30,000

20,000

10,000

Cash & cash equivalents at beginning of Cash generated (absorbed) from Cash flow generated (absorbed) from Cash flow generated (absorbed) from
year operating activities investing activities financing activities

The balance sheet is summarised by the following financial and equity indicators:

(Euro thousands)

77,767

Closing cash & cash equivalents

Directors’ Report on the Consolidated Financial Statements at 31/12/2019



UMBRAGROUP

Total Payables 107,434 99,037
Current Assets 176,957 153,931
Current ratio 1.952 1.571
Acid-test ratio 2.922 2.406
Shareholders’ Equity 122,362 102,028
Shareholders’ Equity / Total Assets 0.50 0.46
NFP / SE N.C N.C
Debt ratio 0.96 1.01
NFP / EBITDA N.C N.C
EBITDA/Net interest 21.18 25.00

The current ratio, calculated as the ratio between current assets excluding inventory and current liabilities, is 1.952 (up
on 2018). The acid-test ratio, calculated as the ratio between current assets and current liabilities, is 2.922 (increasing on
2018).

The debt ratio is the ratio between Net Capital Employed and Net Equity and shows the amount of investment made
against the capital conferred (Net Equity). The debt ratio decreased on the previous year.

The NFP/Shareholders’ Equity ratio, calculated as the ratio between the net financial position at year-end and total
Shareholders’ Equity, was not calculable due to the positive NFP.

Similarly, since the company has a positive net financial position (net cash), the ratio of NFP to EBITDA cannot be
calculated.

Investments

Investments totalling Euro 15,215 thousand (+46.4% on 2018) were made in the year.
The areas of investment were as follows:

(Euro thousands)

Intangible Assets 2019 2018
Development costs 433 115
Software licenses 654 608
Goodwill - 238
Assets in progress and advances 482 452
Other intangible assets 221 869
1,790 2,282

Tangible assets 2019 2018
Land and buildings 962 254
Plant and machinery 9,010 4,998
Industrial and commercial equipment 2,003 1,445
Other assets 7 20
Assets under development and payments on account 1,443 1,396
13,425 8,113
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Capex 2019 - Tangible & intangible assets
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Total

It should also be noted that in 2019 investments under lease contracts amounted to Euro 1,280 thousand.
The movements in Intangible and Tangible Assets are reported upon in the Explanatory Notes.

Human Resources and Organization

UMBRAGROUP puts the individual at the centre of its operations; in a business in which expertise is a fundamental factor
for success, the management and development of human capital is a key competitive advantage.
Having qualified, motivated and engaged personnel is in fact crucial for the business’s long-term success. Working at
Umbragroup means joining a community which does not tolerate any type of discrimination or favoritism, and one which
mindfully invests in the future - supporting talented individuals to realise their professional and personal potential.

Details on Group personnel is presented below.

UMBRAGROUP personnel

2019 2018

ol

Q

5@

S

?

5@

UGS 778
PKE 107
KUHN 42
ucl 99
LINEAR MOTIOI 124
AMCO SRL 64
SERMS SRL 4
UMBRAGROUP

* the above figure includes part-time personnel

Workforce breakdown by qualification

49

827
112

53
117
158

745
116
50
109
141
58
4

47
4

792
120

60
136
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Due to the differences between the education systems of the various countries, educational qualifications are classified as
follows:
e Elementary and Secondary: those who did not go on to university education;
e Diploma (Higher Education): those who undertook a university education or studies which permitted direct entry
into a profession (e.g. surveyor diploma);
e Degree: Includes all those undertaking university or post-university (e.g. Masters) studies.

Age of employees Group average
UGS PKE KUHN ucli HNEAR AMCO SERMS
Employees age MOTION
Up to 30 years 5% 21% 36% 13% 1% 40% 50%
31 to 50 years 68% 36% 41% 60% 31% 56% 33%
over 50 years 27% 43% 23% 27% 68% 4% 17%
M upto30years M from 31to50years B Over 50
Contract method Group average
Contract ;¢ PKE KUHN va  UNEAR - aMco  serms
method MOTION
Open-ended 699 95 37 115 n.a. 45 4
Fixed 6 16 16 1 n.a. 24 1
Apprentices 14 - - 1 n.a. 1 1
Temporary 108 1 - 13 n.a. - -
Total 827 112 53 130 0] 70 6
Open-ended M Fixed M Apprentices WM Temporary
Seniority of service Group average
LINE
Yearsof a5 PKE KUHN ucl INEAR * aAmco  seRms
service MOTION

up to 5 years 12% 44% 55% 75% 29% 59% 67%

6 to 10 years 10% 3% 9% 8% 8% 7% 17% ) "
11to 20 years 52% 3% 23% 13% 21% 30% 16% ° * &
over 20 years 26% 50% 13% 4% 42% 4% 0%

<5 6-10 11-20 >20
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New hires, Internal transfers Personnel 2019

N | |
GROUP  31/12/2018 - Departures nterna 31/12/2019
Hires transfers
Executives 22 5 3 - 24
Managers & 399 32 56 13 375
white collar
Blue-collar 839 48 68 - 1 819
Interns 76 - - - 122
Total 1,336 85 127 14 1,340
PKE 31/12/2008 W Departures Internal = 511572019
Hires transfers
Executives 3 0 0 0 3
Managers & 18 0 0 0 18
white collar
Blue-collar 99 0 8 0 91
Total 120 0 8 0 112
New Internal
ucl 31/12/2018 ) Departures 31/12/2019
Hires transfers
Executives 2 2 3 0 1
Managers & 61 11 29 3 43
white collar
Blue-collar 73 25 25 -1 77
Total 136 38 57 P 117
SERMS  31/12/2018 oV Departures Internal 51572019
Hires transfers
Executives 0 0 o] 0 0
Marlmagers & 6 0 1 1 5
white collar
Blue-collar 0 0 1 1
Total 6 (0] (0] 1 6

*the figure includes temporary workers

Internal

UG 31/12/2018  New Hires Departures 31/12/2019
transfers
Executives 12 1 0 0 13
Managers 14 0 1 0 13
White-collar 225 7 12 9 229
Blue-collar 465 1 9 0 450
Interns 76 0 0 0 122
Total 792 9 22 9 827
KUHN  31/12/2018 NewHires Departures "™ 31/12/2019
transfers
Executives 1 o] 0 0 1
Managers & 15 2 7 0 10
white collar
Blue-collar 44 10 12 0 42
AMCO  31/12/2018 NewHires Departures "M 31/15/2019
transfers
Executives 0 o] 0 0 0
Malj\agers & 3 0 0 0 3
white collar
Blue-collar 51 12 2 0 61
Lnear 31 /15/2018  New Hires Departures "™ 3171572019
Motion transfers
Executives 4 2 0 0 6
Managers & 52 12 8 0 56
white collar
Blue-collar 107 0 11 0 96
Total 163 14 19 (0] 158

2019 featured the conclusion of the company’s re-engineering project in the individual Business Areas (Industrial,
Aerospace and MRO). This has developed close control of the production processes and strong integration with the
support processes. 2019 saw changes at various levels and the entry of a new manager to oversee the Industrial business

line.

The Human Resources service continued its ongoing dialogue with the various stakeholders to pinpoint its training and
development needs. The process of needs planning, monitoring and control of training is complex as it involves all
company services in line with their specific needs. The HR service commits to integrating across the aboard the various
requirements and to providing tailor-made solutions to match the specific needs.

The 2019 pre-fixed macro objectives were: Introduction of the Umbra Production System, Aerospace culture and
regulatory framework, the digitalisation of processes, production excellence and development of the Leadership Model.

The following points encapsulate the training focus:

Training activities to support the introduction of the Umbra Operating System within the Aerospace Line

e Aerospace culture: knowledge and application of rules and regulations;

e Promotion of foreign languages (English, German).
Leadership Training

Management and technical training for Facility & Production Maintenance and Energy Management

The introduction of the Umbra Operating System to the Aerospace business line included also the Facility & Maintenance
Service. The introduction of KPI's and a daily performance monitoring system ensure the increasing availability of
production assets for the three business areas. Other training activities to support the service focused on energy
monitoring and savings, readying the business to manage all the data necessary for the sustainability report.
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Total training hours numbered 33,562, as follows:

Training Hours UMBRAGROUP PKE KUHN AMCO SERMS [V]¢]] Total

New hires - N.a. 352 - 56 N.a. 408
Information Systems 2,653 8 N.a 11 - - N.a. 2,672
Technical 2,349 250 N.a. 60 88 6,485 N.a. 9,232
Safety 7,435 - N.a. 282 - 22 N.a. 7,739
Admin. and organisation 6,669 15 N.a. 141 68 215 N.a. 7,108
Foreign languages 4,741 N.a. - - - N.a. 4,741
Other 1,663 - N.a. - - - N.a. 1,663

25,510 273 846 156 6,778 33,563

* the companies for which “N.A.” is reported do not have data traceability available.
Company welfare

UMBRAGROUP S.p.A chose to invest in the integration of company welfare and remuneration policies both in terms of
collective and company level agreements. From 2018, performance-based bonus agreements included the option for
employees to choose whether they want to convert the bonus in whole or in part into goods and services falling within
the categories defined in the Tax Code (TUIR). This option compliments the traditional payment of performance-based
bonuses in salaries. As from July 2018 employees of UMBRAGROUP can choose to convert their performance-based
bonus, either in whole or in part, into welfare credits spendable within a platform of services. Employees can choose to
buy trips and holidays, tickets to cultural and sports events or they can ask for a reimbursement of expenses linked to
their children's education or the treatment and assistance of elderly or non-self-sufficient relatives. Via the welfare
platform employees can use their welfare credits to pay for benefits not covered by their health plan, including excluded
services, excesses and dental benefits. The integration is strongly promoted by the company in order to continue helping
employees manage their own well-being and health.

In 2019, the Timeswapp INAZ welfare platform was launched, integrated in the HR portal and payroll procedure.

Industrial Relations

In terms of Industrial Relations, UmbraGroup, in January and July held the usual meetings with all personnel (General
Meetings), in order to communicate the operating performance, the technology scenarios, investments, the employment
trends and market developments.

Supplier Relations

The optimisation of costs, procurement efficiency, the protection of local interests, adequate supplier remuneration and
the meeting of payment deadlines are elements which are a feature of UMBRAGROUP S.p.A.’s supply chain sustainability,
consolidating over time fair dealings with suppliers, based on trust, transparency and facilitating the creation of long-term
value.

Social Responsibility
In 2019, UMBRAGROUP remained committed to supporting both the local and international community.

Its first important contribution was a donation to the projects pursued by the Valter Baldaccini Foundation, of which
UMBRAGROUP is a founding partner.

Cost in
Project Euro
Valter Baldaccini Foundation 100,000
TOTAL 100,000

Sponsorships and charitable donations
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Sponsorships

In accordance with the internal guidelines, sponsorships in 2019 concerned initiatives and projects which are an
expression of the company’s founding values, such as respect and the socio-educational development of the outside
community through sport, the protection of the environment and the regions’ social development.

The “Sport is Life” slogan reflects the initiatives supported at the main sporting organisations within the locality of the
parent company, promoters of popular sports such as football and athletics, which attract large attendances, educating
those involved on sacrifice, dedication, the achievement of goals and the overcoming of their limits. In addition, the
partnership with Sir Safety Volley Perugia, one of the leading companies not only in our district but also nationally, and
with the athlete Andrea Santarelli, in view of the upcoming Olympics, were maintained.

Sport, social development and respect were all features of the initiative of the internal Employee Recreational Centres
(CRAL), with the funding of the equipping of the green area for outdoor sports, replacing the company entrance and
municipal property, while maintaining public access. This illustrated a sense of civic responsibility and respect for the
welfare of citizens.

The Business Week was again sponsored in 2019: a laboratory for young businesspeople which involved more than 100
young people in entrepreneurial projects and approx. 10 professionals from companies in the surrounding area, gaining
experience in the field in terms of leadership skills and team management.

Another initiative of note was the sponsorship of the “Andy Warhol ...in the City” event which saw the city of Perugia
pleasantly overwhelmed by exhibitions, street art, tattoo performances and musical talent within the Pop Art genre. Art
as Andy Warhol intended it: accessible to all. This was a cultural opportunity for coming together and an incentive for
tourism in our Region.

Other minor sponsorships concerned the provision of public information, supporting small local magazines and other
initiatives to strengthen the values outlined, in line with the internal guidelines.

Charitable donations

A company of ours, capable of generating wealth for its distribution also among the most-needy, is one of the corporate
guidelines, which once again gives life to the Groups’ values: FIRST.

Respecting everyone, and supporting Social Development, UMBRAGROUP seeks every year to be involved in projects
which can benefit the entire community, supporting social initiatives.

Again in 2019, the first and main contribution, both domestically and internationally, was the donation to the Valter
Baldaccini Foundation, in support of its projects.

The Partnership with ANT continues for the MENS ANT project, which supports healthy eating and awareness-raising
among employees, involving also the company canteen in the provision of healthy meals. Mental well-being is also
achieved through physical well-being.

Among the smaller donations, the company donated to the Foligno White Cross, supporting the purchase of new first aid
equipment and to the ANC of Foligno for the Dog efficiency project at the training camps.

Valter Baldaccini Foundation

In 2019, the Valter Baldaccini Foundation undertook nine projects, four in Italy and five internationally, of which one in
America, one in Europe and three in Africa.

At a local level, the collaboration with the Seraphic Institute of Assisi continued, supporting a project being carried out
together with the ATLAS Centre. They are working on research to expand the communication capacity of individuals with
autism spectrum disorders, combining art therapy with new technologies. Together with the ANT Foundation, home
support for cancer patients in the area was renewed, ensuring seven cancer patients the peace of their own home and
the security of professional and specialist care. The “With the Family” project was also initiated locally together with
Doctors Marta Franci and Maria Frigeri of the Foundation’s Scientific Committee, undertaken together with the Tenda
Community and the USL 2 Healthcare District. The project supports, through home and educational visits, 10 families in
difficulty with newborn babies. The educational initiative follows a precise scientific method: the Touchpoints approach
of the US pediatrician B. Brazelton. All of the team have had specialist training on the method. The project was outlined
to the community through the “With families: the Touchpoints approach of Brazelton to ensure the best possible start for
everyone” conference, held on November 23, 2019 at the Children’s library in Foligno. With the Foligno Diocese Caritas
the “Family and work” project continued, which supports unemployed women and men by offering them a work grant.
One of them, for the first time, was hired at UMBRAGROUP, subsequently gaining a full-time employment contract. (The
disbursement for this project took place in 2018)

Internationally, long-distance adoptions continue in Africa, allowing 54 children to go to school: 40 in Kenya and 14 in
Burkina Faso. The majority of adoptions are supported by UMBRAGROUP employees. In Kenya, “Mutanu: the pink
garden” continues to thrive and together with the cultivation of vegetables the 20 women involved in this project have
started raising goats this year. For the first time, the Foundation also crossed the ocean, to Michigan (USA), in which
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Emmaus House is found, an entity which welcomes women with a difficult past, having experienced abuse, addiction and
imprisonment and helps them to rebuild their lives, independently and with dignity. The women live in houses together
with a manager, who supports them on the road to independence, helping them to manage the house and the money
they earn. The foundation in 2019 supported one of the House Managers and contributed to the reimbursement of
expenses of one of the women accepted.

In 2019, the collaboration with Kosovo (in Leskoc) resumed for the restructuring and extension of a stable, which gives 10
young people an opportunity to work, raising 40 beef calves. Last June, two young people were given a valuable training
opportunity: Aida and Antoneta benefited from a scholarship to participate in the Business Week organised by
UMBRAGROUP. In September, a group of 4 volunteers left for Kosovo, to understand the project for the construction of
the stable and to experience first-hand the situation of extreme difficulty. Overall, 34 volunteers this year decided to
stand with the Foundation, supporting it in its activities and serving once a month at the Caritas canteen in Foligno.

The network of donors supporting the foundation’s projects and initiatives continues to grow and expand.

A reflective work in addition began on the figure of Valter Baldaccini and in 2019 the first publication dedicated to him
was published: “Valter Baldaccini. A great man, a great friend (1945-2014)”, written by his dear friend Ottaviano Turrioni
(published by Morlacchi). The book was presented in Cannara on September 9, 2019, in Albanella on December 17, 2019
and in Foligno on December 20, 2019.

During the year, the Foundation began to reflect on its initial years of activity and its identity. Family, education and work
were three areas of action identified, around which future projects will focus.

A summary of donations in 2019 is presented below. The “CNOS-FAP Casa del Ragazzo” Project, begun with the
fundraising following the 2016 earthquake, benefitted in 2019 from its first disbursement.

Dishursements 2019

Projects Description Amount Area
Seraphic Institute of Assisi Research with ATLAS Center on sensory stimulation through art therapy and technology €6,000]Italy
“With families” Home educational support to 10 families, under the supervision of the Brazelton Touchpoints Centre. Organization of the Conference on November 23, 2019 € 24,000 Italy
ANT Delegation Foundation Umbria |Home care for 7 cancer patients € 15,480 Italy
CNOS-FAP Casa del Ragazzo Post-earthquake restructuring €30,000]Italy
Muntanu: the rose garden Cultivation of a vegetable garden and goat breeding for 20 women €5,400|Africa
Long distance support Kenya 40 long distance adoptions in Kenya Amount expected for 2020 € 21,500|Africa
Long distance support Burkina Faso |14 long distance adoptions in Kenya €2,100|Africa
Restructuring and extension of the stable for the rearing of beef calves €30,000]
Kosovo - - —— Europe
2 Scholarships for Business Week participation €1,195
Emmaus House Support to one of the House Managers of the House and contribution to the reimbursement of expenses of a woman accepted by Emmaus €7,000{America
Total €142,675

Euro 17,150.00 was also allocated to supplement existing projects and for smaller projects. The 2019 Financial
Statements of the Valter Baldaccini Foundation, with details on the projects carried out, is available on the website
www.fondazionevb.org

Ethics Code

The Ethics Code is the document in which UMBRAGROUP lays down the system of rules and values that ensures that it
performs its role responsibly, while also emphasising its commitments to its internal and external stakeholders.

The Code, approved by the Parent Company in 2014, was extended to all Italian and international subsidiaries in January
2018. It is divided into seven sections, the contents of which apply to the boards, management, employees and
independent contractors of group companies.

Environment, Safety and Health

The main results for 2019 and the projects in development were:
Safety indicators
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Organisation _No. of No. of % accidents on total employees
accidents employees
UmbraGroup S.p.A. 8 820 1.0%
Umbra Cuscinetti Inc. 5 131 3.8%
Thomson LLC 3 158 1.9%
Kuhn GmbH 0 60 0.0%
PKE GmbH 2 113 1.8%
Serms Srl 0 5 0.0%
AMCo s.r.l. 3 66 4.5%

*including temporary

UMBRAGROUP S.p.A.

Accidents and Occupational illnesses

In 2019, 8 accidents occurred, of which one commuting, for a total of 342 lost days. Approximately half of these days
(precisely 51%) was due to on-commute accidents in 2018. Considering only those accidents occurring during working
activities, the frequency and gravity indices were at historic lows, respectively of 5.08 and 0.12.

Certifications
TOV Italia in October 2019 confirmed the certification of the Environmental Operating and Workplace health and safety
Systems as complying with the ISO 14001 and OHSAS 18001 rules.

Environmental indicators
With regards to the environmental indicators, processes were made more efficient. In fact, against an increase in the
value of production of approx. 11.6%, all indicators reported decreases:

- well water consumption: -10%;
- total waste produced: -7.2% (of which -1.6% special waste and -13.4% hazardous waste).
- potable water use: -2.2%.

Expenses and investments

In 2019, UmbraGroup incurred total expenses relating to its Environment, Health and Safety area of Euro 1,454,973, of
which investments of Euro 670,411 (including atmospheric emission reduction systems).

The above amount breaks down as follows:

- Environment Area: Euro 806,596, including investments of Euro 413,256;

- Worker Health and Safety Area: Euro 648,377, including investments of Euro 257,155.

Training
Total expenditure for external teaching related to the environment, health and safety amounts to Euro 88,662 for a total
man hours of 7,435.

objectives
Main objectives of improvements achieved in 2019:
Foligno offices, via Baldaccini
e specific training provided on crisis response to 10 team leaders through the project Rescue Team Leader;
e purchase of radios for emergency team personnel;
e elimination of carcinogenic sealants;
e implementation of Nickel-free Zinc and Manganese phosphating processes;
e improved protection systems for cover access;
o installation of protection systems for noise exposure reduction aerospace turnery area (COMEV);
e purchase of shelving and transpallets for the storage and handling of rings in the heat treatment of bearings
facility.
o retrofitting lathe for lapping K0402;
e extension and improvement of waste and washing areas;
e purchase REI containers for outdoor storage of chemicals;
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e extension of the hydrants line in the waste area and north-west side;

Foligno offices, via Ezio Bartolomei
e specific training provided on crisis response to 1 team leader through the project Rescue Team Leader;
e elimination of carcinogenic sealants;

Albanella offices
e increase in the number of first aid workers (6 persons);
e installation of CO2 extinguishers on electrical panels;

Activities to promote the health of employees within the MAP scope continue:

In 2019, the activities of the personal trainer involved 460 workers, with assistance directly at their workstations;
simultaneously, 150 visits were made to the wellness facility.

The first year of the Ecomoving project was in addition concluded, whose numbers were as follows:

- 100 users involved;

- 50,729 km total recorded (of which 28,200 carpooling, 10,700 bicycle, 2,000 on public transport and the remainder
on foot);

- 7.3 Tonnes of COz avoided.

The numbers, although under the set objectives, reflect an ongoing increase in the number of participants, also through
the improvements introduced during the year.

“Italia Loves Sicurezza”: two training initiatives were held at Foligno schools, during the global safety day of April
28.

Prézisionskugeln Eltmann GmbH
In 2019, 2 accidents occurred.
The company passed the ISO 14001 and 50001 maintenance audits with zero non-conformity.

Umbra Cuscinetti Inc

The US subsidiary’s policy is that “No task is so important that we cannot protect ourselves, our associates or the
environment.”

There were 5 accidents in 2019, of which 3 followed by an absence from work and 2 by a change of duties. There were 37
near misses and 2 best practices implemented.

Kuhn GmbH
No accidents occurred in 2019. Environment and security activities were managed ad interim by the production manager.

SERMS Sri

From the current year, the RSPP (Health and Safety Officer), although the same person who undertook this role
previously, is no longer a direct employee of the company. There were no accidents in 2019. All of the objectives set out
in the improvement plan were delivered and no particular anomalies are reported.

AMCo Srl
3 accidents occurred in 2019 for a total of 39 days of work absences. The company always utilises a specialised consultant
from an outside company for worker health and safety issues.

Thomson LLC

There were 3 accidents in 2019, of which 2 followed by an absence from work and 1 by a change of duties.
The programme for the recovery of recyclable waste began in 2018 continued.

The main energy consumption and waste production in 2019 was as follows:
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Energy Sources
(Kwh) UMBRAGROUP PKE KUHN AMCO SERMS UGl ucl
Electrical consumption 21,682,108 4,884,438 N.a. 1,498 N/A N.a. 6,912,100
Cubic Metres UMBRAGROUP PKE KUHN AMCO SERMS UGl ucl
Gas and natural gas 581,790 366,814 N/A 14,216 N/A N.a. 101,955

* the companies for which “N.A.” is reported do not have data traceability available.

Management and co-ordination

As per Article 2497 bis, paragraph 5, the Group is subject to the management and co-ordination of Poliscom Srl, with
registered office in Perugia, Via G.B. Pontani, 10, Perugia Companies Registration Office No. 2778900544, Economic and
Administrative Index No. 240425. The financial highlights for Poliscom Srl from the last approved financial statements
(2018) follows.

Revenues -
Financial income 3,625,641
Net profit 3,611,755
Shareholders’ Equity 25,020,552
Total Assets 30,963,542

Transactions with subsidiary, associate, parent and related companies

Transactions with the parent company under the Tax Consolidation are reported below.

(Euro thousands)

Company Receivables Payables
Poliscom Srl 486,613 1,264,471

The parent company undertook the following related party transactions:

- EDILUMBRAS.1.[;
These transactions are of a commercial nature and concern the management of the former production site of
UMBRAGROUP at Via Piave, Foligno. These transactions are part of ordinary operations and are regulated at market

conditions, i.e. the conditions that would be applied between two independent parties, and are undertaken in the
interests of the company.

Commercial transactions are summarised below:

(Euro thousands)
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Components and

Company Trade receivables Trade payables Sales treatments
purchased

EDIL UMBRA S.r.| - 43 - - 116

Subsequent events

Subsequent to year-end, in the initial days of January Boeing announced the ending of production of the 737 Max,
following the decision in March 2019 to ground the aircraft in the wake of two fatal accidents in Indonesia and Ethiopia.
Boeing’s decision to stop production clearly impacted our volumes - to the extent that we have prepared two alternative
scenarios to the approved budget of December 2019. These seek to offset the decrease through new MRO and industrial
area opportunities, in addition to a close focus on costs savings.
In February 2020, a new “Covid-19” virus was declared to have also reached Italy and Europe following its emergence in
China. It quickly spread to many countries across the world and was defined by the World Health Organisation as a
“pandemic situation”.
All this has resulted in significant pressure on ltaly’s entire healthcare system and the issuance by our government of
restrictive measures - both on the freedom of movement of the individual and the shutting down of economic activities.
Umbragroup promptly reacted to the Coronavirus emergency, setting up a committee to quickly take actions to protect
the health and safety of workers and where possible introduce remote working.
Currently, with the continuance of the emergency and of the restrictive measures imposed by the government, the
effects of Covid-19 are expected to impact the normal running of company operations and specifically:

e Regular production activities and on-time deliveries;

e Relationships with the entire supply chain;
Payments by customers;
Reduced production efficiency.
In addition, the significant uncertainties surrounding the pandemic’s evolution must be considered. These are currently
unquantifiable and will certainly have repercussions on the economic-manufacturing system - not only of Umbragroup
but of the entire country.
No major disruptions to either production or supply chain activities have so far been recorded.
It is currently very difficult to quantify the possible impact on our income statement and our financial resources, although
we expect that the events related to Covid-19 will not impact the company’s growth prospects over the medium-term or
even the short-term, nor impact our solidity.

On February 17, 2020, the Board of Directors of the company drew up and approved the report as per Article 2437-ter of
the Civil Code, to be submitted to the Extraordinary Shareholders’ Meeting regarding the introduction of loyalty shares to
benefit the shareholder Poliscom, who currently holds a majority of voting rights, converting, in accordance with Article
2351, paragraph 4 of the Civil Code, 33,333 class B shares (equal to 10% of the share capital), currently held by the
shareholder Poliscom, into a similar number of special class loyalty shares (the “B2 Shares”), which give the right, inter
alia, to the exercise at all Ordinary and Extraordinary Shareholders’ Meetings of the company three votes for each B2
Share held.

Outlook

The Group’s 2020 Budget before the Covid-19 impact forecast for 2020 a slight reduction in volumes, as set out in the
2019-2022 business plan.

This context of uncertainty and the ongoing pandemic, combined with the restrictive measures progressively adopted by
national governments, could lead in the short-term to an inevitable impact on the Group's revenues and operating
results. In this environment, the UmbraGroup has already introduced a series of measures to mitigate the impact of this
risk, so that profitability and adequate cash generation is maintained, subject to a level of investment which ensures the
sustainability of the business over the medium to long-term.

At present, however, it is impossible to predict how this situation will play out, and nor is it possible to determine the
possible impacts that could give rise to adjustments to the carrying amounts of the Company's assets and liabilities.
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Principal risks and uncertainties

On the basis of the disclosure required by Article 2428 of the Civil Code, paragraph 2 No. 6 bis, the company operates in a
highly dynamic market and consequently is faced with a multitude of business risks. Value creation is therefore not
possible without undertaking risks. The management of risks is therefore an integral part of company operations.

Risk management fosters awareness in company decision-making, reduces the volatility of results against objectives and
is key to creating a competitive advantage.

Group operations are exposed to a range of risks, including: market risk (including price risk, currency risk and interest
rate risk), credit risk and liquidity risk.

Market risk

Market risk concerns the possibility that changes in exchange rates, interest rates or raw material prices (brass,
aluminium, steel, stainless steel and cast iron) may impact the value of assets, liabilities or expected cash flows.

Price risk

Raw material prices depend on a broad range of factors which are difficult to predict and largely may not be controlled by
the Group. Although historically the Group has not encountered particular difficulties in acquiring adequate amounts of
and appropriate quality raw materials, it may not be discounted that difficulties may arise in terms of supply, resulting in
increased costs with impacts on Group results.

Interest rate risk

The Group is exposed to fluctuating interest rates on funding operations, payables and bank loans and on leasing
contracts.

Overall, the Group’s fixed rate debt at December 31, 2019 was approx. 96% of total financial debt; for the management of
variable rate debt, interest rate swap derivatives are utilised; 4% of total financial debt is hedged through IRS’s.

Currency risk

The Group is exposed to fluctuations in the exchange rates of the currencies in which sales transactions with group
companies and third-party clients are executed (principally US Dollars). In 2019, approx. 35% of total revenues were in
USD (at the average exchange rate for the year).

This risk is in addition to the possibility that the Euro value of revenues reduces following unfavourable exchange rate
movements, impacting the achievement of the desired margin.

In order to contain the currency risk from commercial operations, the Group undertakes derivative contracts to fix in
advance the conversion rate, or a preset range of conversion rates, at future dates.

Forward contracts are undertaken on the basis of the budget and such hedges conclude on the expected payment date of
the relative sales invoices.

Liquidity risk

The Group manages liquidity risk through close control of the operating working capital components and in particular
trade receivables and trade payables.

The Group is committed to strong cash generation to meet supplier payments, without therefore compromising short-
term treasury equilibrium and avoiding current liquidity difficulties.

Credit risk

Credit risk represents the exposure of the Group to potential losses due to the non-compliance with obligations by
commercial and financial counterparties.

The Group generally favours consolidated ongoing commercial relationships. According to Group policy, customers that
request payment extensions are subject to a credit rate check, both using information which may be sourced from
specialised agencies and from observation and analysis of existing client data. Moreover, the collection of receivables is
constantly monitored during the year in order to ensure timely action and to reduce the risk of losses.

Coronavirus related business risks

From January 2020, the outbreak in China of the new Covid-19 coronavirus had a significant impact on production and
commercial operations in the country. Imports/exports were also consequently impacted, with the virus spreading from
February to the rest of the world and particularly Italy, forcing the governmental authorities to intervene by imposing
restrictions on economic activities and the movement of persons and materials.

The Group has introduced the highest possible safety and monitoring standards to manage and control the development
of Covid-19. In particular, the Group has taken actions to protect employees, with increased sanitary and hygiene
procedures particularly in the production areas.

The Group has promoted remote working and to date no employees have been infected.

No major disruptions to either production or supply chain activities have so far been recorded. In addition, a Crisis
Committee was set up which assesses the situation every two days.

It may not be excluded that the developing situation has significant repercussions on production activities.

Information in accordance with Article 2428 of the Civil Code
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The main research and development activities carried out in 2019 by the Group are listed below, as it continues to
strengthen its research by a greater focus on two key areas:

A. “More electric aircraft”

B. “Automation”.

With regards to “More electric aircraft” research, participation in European programmes with leading aerospace
enterprises continued for the development of cutting-edge technologies which go beyond state-of-the-art technology.
Umbra’s main areas of development in 2019 focused on electric landing gear, electric motors substituting conventional
power, primary surface actuators and lubrication for the life of electromechanical actuators.

Industrial relations for the research activities in progress have been developed and were further consolidated with sector
leaders (such as Airbus and Leonardo) which, thanks to identified innovations, can boost business volumes. With regards
to Airbus, in 2019 Umbragroup took over from another partner a major European Research project for the design and
construction of actuators for the surfaces of a new helicopter under development whose maiden flight is scheduled for
2022.

With regards to “Automation” research, in 2019 process innovation for the automation, restructuring and optimisation of
production lines continued.
Research focused on additive manufacturing components began in 2019.

Simultaneously, a number of energy sector Research projects are coming to completion, which have developed know-
how on materials, high performance electric windings, low friction bearings and integrated systems architectures.

Treasury shares

At December 31, 2019, the company holds 2,320 treasury shares, comprising 0.70% of the share capital.

During the year, treasury share purchases and sales were made.

These treasury shares are to be allocated partly to the stock option, long-term incentive and stock grant plan approved
respectively by the Shareholders’ Meeting of May 27, 2016, by the Shareholders’ Meeting of May 29, 2017 and by the
Shareholders’ Meeting of December 17, 2018.

The company has not held and does not hold, neither directly or indirectly, parent company shares. The company does
not hold treasury shares through trust companies or nominees.

We outline in detail below the direct holding of treasury shares.

Description Number held Share capital (%)
Treasury shares 2,320 0.70%

Tax consolidation participation

The Group exercised for 2019, in continuance since 2009, the national tax consolidation option with the parent company
Poliscom Srl.

Dividends

On January 28, 2019, the Shareholders’ Meeting approved the distribution of an extraordinary dividend of Euro 32.46 per
share, for a total amount of Euro 10,000 thousand.

On May 10, 2019, the Ordinary Shareholders’ Meeting approved the Financial Statements of Umbragroup S.p.A. at
December 31, 2018 and the distribution of dividends of Euro 3,000 thousand, with payment from July 1, 2019.

In 2019, dividends were paid for a total amount of Euro 13,000 thousand.

Legislative Decree 231/01

The Group adopted an Organisational Model in 2014 modelled on its specific needs, setting out a complete system of
internal control and organisation in order to ensure legality, correctness and transparency in the conducting of business,
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in addition to the protection of UMBRAGROUP S.p.A. from liability under Legislative Decree No. 231/01, and therefore in
protection of all Group interest holders.

The Supervisory Board comprises the Attorney Cristiana Buchetti as Chairperson and Mr. Daria Pinotti.

In 2019, the Supervisory Board declared that the entire UMBRAGROUP organisational structure was in continual
development, both in terms of the organisation and the governance structure. Therefore, the efficacy of the
organisational model for the prevention of offenses is constantly monitored, without however significant changes to the
Model. This is all ahead of a company reorganisation. On the basis of the results of the reports of the Supervisory Board,
it is emerged that UMBRAGROUP has expressed - within the audit activities - major availability and attention regarding
the issues of the responsibility of the company following the committal of offenses.

Chairman of the Board of Directors
Antonello Marcucci

Foligno,
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UMBRAGROUP S.P.A.
A company under the management and direction of Poliscom Srl
Registered office in Via Valter Baldaccini, 1 — Paciana Locality — 06034 Foligno PG
Share capital Euro 12,055,987.94 fully paid-in

Notes to the consolidated financial statements at December 31, 2019
In Euro thousands

Explanatory Notes - first part
Dear Shareholders,

These financial statements, presented for your examination and approval, report a net profit of Euro 13,695 thousand,
- 6.5% on Euro 14,651 thousand for the previous year.

General information
The UMBRAGROUP Group is headed by the parent company UmbraGroup Spa, with registered office in Foligno, Via
Valter Baldaccini 1, Foligno. At December 31, 2019, UmbraGroup Spa was held 51.15% by Poliscom Srl.

Group activities and significant events

The Group operates in the mechanical sector and particularly is engaged in the manufacturing of aerospace market
products and for the industrial bearings and industrial operating machinery component sectors.

Significant events in the year

IPOC 3 acquires a stake in UmbraGroup

On March 29, UmbraGroup S.p.a opened up to the capital markets through the transaction concluded with IPOC 3
S.p.a, a vehicle company promoted by AGC and Electa Ventures, of which the IPO CLUB Fund - managed by Azimut
Libera Impresa SGR S.p.A. - is the cornerstone investor.

IPOC 3 S.p.a, together with its co-investors, acquired an 18.75% stake in UmbraGroup S.p.a through a mixed
transaction involving a reserved share capital increase and a share acquisition by all current shareholders.

The value of the transaction in terms of the share capital increase was Euro 20 million.

Simultaneous to the transaction, an extraordinary dividend of Euro 10 million was paid.

New Board of Directors appointed

With the entry of the IPOC3 Fund, the Board of Directors was reappointed.

The Board of Directors, with a mandate until the approval of the Financial Statements at December 31, 2021, saw the
entry of 3 new members:

. Sonia Bonfiglioli
. Marco Belletti
. Giancarlo Maestrini

Paris Air Show Le Bourget —June 2019

This is the largest aeronautic industry trade fair. Umbragroup S.p.a participated, as has been the case in recent years,
through the “Polo Aeronautico Umbro” (Umbro Aeronautic Hub), of which Antonio Baldaccini is Chairman. It is a
crucial meeting point for all sector operators: aircraft constructors, system integrators, suppliers of components and
raw materials. Le Bourget Umbragroup signed an agreement for the production of electro-mechanical actuators for
satellites with Thales Alenia, concluding negotiations which lasted for several months.

DSE| London — September 2019
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DSEI (Defense and Security Equipment International) is a biennial event focused exclusively on defense, security and
law enforcement. Umbra participated at DSEI for the first time with its own stand, demonstrating the capacity and
capability of the Group companies in the Defense sector. This sector represents a significant percentage of aeronautic
revenues.

Suppliers’ Meeting

The 28th suppliers' meeting was held at the company's offices on November 12, 2019. The meeting served as a forum
for sharing experiences and airing issues relating to the supply chain, while also building a real sense of partnership. A
major focus was placed at the event on the interaction between UmbraGroup and its suppliers, so as to improve
dialogue and reach shared solutions.

Basis of preparation

The consolidated financial statements comprising the balance sheet, the income statement, the cash flow statement
and the explanatory notes were prepared in accordance with Article 29 of Legislative Decree 127/91, as reported in
these Explanatory Notes, prepared in accordance with Article 38 of the same Decree. Where necessary, Italian GAAP
have been applied and, in their absence, the accounting standards recommended by the IASB and approved by Consob.
In addition to the various appendices as required by law, reconciliation schedules are also included of the net result and
equity of the parent company and of the consolidated financial statements.

The consolidated financial statements present the previous year figures for comparative purposes.

The present notes to the financial statements disclose the data and information required by Article 38 of the decree.

The basis of preparation and the accounting policies of the financial statements at December 31, 2019 take account of
the new developments introduced into domestic law by Legislative Decree 139/2015, transposing Directive
2013/34/EC. Italian GAAP were amended by Legislative Decree 139/2015.

Consolidation scope and methods

The consolidated financial statements are based on the financial statements of UMBRAGROUP S.P.A.(parent company)
and the companies in which the parent company directly or indirectly holds a controlling interest.

The financial statements of companies included in the consolidated financial statements are incorporated on a line-by-
line basis.

The list of these companies is provided in a specific section of the Explanatory Notes.

No exclusions were made based on dissimilarity.

No companies were consolidated proportionally.

For the consolidation, the statutory financial statements of the individual companies were used, already approved by
the respective Shareholders’ Meetings and reclassified and adjusted in line with the accounting standards and policies
adopted by the Group.

Basis of Consolidation

The carrying value of investments in consolidated companies is eliminated against the corresponding fraction of net
equity. The differences arising from the elimination are allocated to the individual balance sheet items which justify
them and the balance, if positive, will be entered in an asset account called "goodwill", unless it must be fully or
partially charged to the income statement in item B14. The amount recorded under assets is amortised over the period
provided for in the first paragraph, no. 6 of Article 2426. If negative, the difference is allocated, where possible, to the
deduction of assets recorded at values higher than their recoverable value and liabilities recorded at a value lower than
their repayment value. The residual negative difference is recorded in the net equity account “Consolidation reserve”
or in a specific “Consolidated risk and future charges provision” in accordance with the criteria of Article 33, paragraph
3 of Legislative Decree 127/91.

The provision is used in subsequent years in order to reflect the assumptions made at the time of its estimate on
purchase.
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The minority interests’ share in equity is shown separately in the consolidated balance sheet. Their portion of the
results for the year is likewise shown separately in the consolidated profit and loss account.
Transactions and balances between consolidated companies are fully eliminated.
Gains and losses from transactions between consolidated companies not arising through transactions with third parties
are eliminated.
The separate financial statements of each company belonging to the Group are prepared in the currency of the country
in which they operate (functional currency). For the purposes of the consolidated financial statements, the financial
statements of each foreign entity are expressed in Euro, which is the operational currency of the Group and the
presentation currency of the consolidated financial statements.
The conversion of overseas subsidiary company and associate company financial statements was undertaken by using:

- Thereporting balance sheet date exchange rate for assets and liabilities;

- The average exchange rate for income statement items.
The net effect of the translation of the investee financial statements to the financial statements’ currency is recorded in
the “Euro conversion reserve”.

For the translation of financial statements in foreign currencies, the following rates were applied:

Currency

at 31/12/2019 Year Average
usS Dollar 1.1234 1.1195

Accounting policies

The accounting policies for the consolidated financial statements at December 31, 2019 are those utilised for the
statutory financial statements of the parent company which prepares the consolidated financial statements and do not
differ from those used in the prior year consolidation, in particular with regards to the measurement and continuity of
these policies.
The financial statement accounts have been measured according to the prudence and accruals concepts and on a going
concern basis.

In applying the materiality principle, the obligations in terms of recognition, measurement, presentation and disclosure
were not observed where not assisting the presentation of a true and fair view.

In particular, the accounting policies adopted in the preparation of the financial statements are as follows:
Fixed assets

Intangible assets

They are stated at historical cost, net of accumulated amortisation charged directly to the individual items.

Formation, start-up and similar costs and research, development and advertising costs with long-term use are recorded
as assets, with the prior approval of the Board of Statutory Auditors, and are amortised over a period of three years.
Industrial patent and intellectual property rights are amortised at an annual rate of 20%.

Leasehold improvements, not separable from assets and therefore without independent functionality, are recognised
at purchase cost and amortised in accordance with the duration of the contract.

Intangible assets are written-down when there is a permanent impairment in their value. Where in subsequent years
the reasons for the write-down no longer exist, the original value is restored, adjusted only for amortisation.

The presence of intangible asset impairments was assessed. This assessment did not indicate the existence of potential
intangible asset impairments.

The account also includes the consolidation difference corresponding to the excess of the acquisition cost with respect
to the part of the shareholders’ equity of consolidated companies. The consolidation difference is amortised over a
period of 5 years from the date of acquisition, on the basis of the residual possible use.

Property, plant & equipment
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They are recorded at purchase cost and adjusted by the accumulated depreciation provision.

The amount stated in the financial statements includes incidental costs and costs incurred for the use of the asset,
reducing the cost for significant commercial and cash discounts.

Depreciation recorded in the income statement has been calculated in consideration of the use, intended purpose and
economic-technical duration, on the basis of the residual possible useful life.

The rates used by the parent company, which have not been amended on the previous year and reduced by half in the
year of entry into service of the asset, are as follows:

e land and buildings: 3%

e plant and machinery: 10% — 17.5%

e equipment: 25% - 30%

e EDP:20%

e  office furniture and fittings: 12%

e motor vehicles 25%

Tangible assets are written-down when there is a permanent impairment in their value. Where in subsequent years the
reasons for the write-down no longer exist, the original value is restored, adjusted only for depreciation.

Ordinary maintenance costs are fully charged to the income statement. Incremental maintenance costs are attributed
to the asset concerned and depreciated over the residual useful life of the asset.

Parent company property, plant and equipment were revalued on the basis of: Law 342 of December 21, 2000 (Plant
and Machinery) and Law 185 of November 29, 2008 (Land and Buildings). No assets were discretionarily or voluntarily
revalued and the asset values were determined objectively on the basis of their use.

The presence of tangible asset impairments was assessed.
This assessment did not indicate the existence of potential tangible asset impairment.

Finance leases

Finance leases are recorded in the financial statements in accordance with the equity method, recording the lease
instalment payments as per the accruals concept. The Notes to the financial statements provide the additional
information required by legislation relating to finance lease contracts in accordance with the finance method.

For finance leases deriving from a lease back operation, the gains arising are recorded in the income statement in
accordance with the accruals concept, recording deferred income in the balance sheet and a gradual allocation of the
income to the income statement, based on the duration of the lease finance contract.

Receivables

With regards to receivables recognised before the financial year beginning January 1, 2016, these are indicated at
realisable value as, in accordance with OIC 15, it was decided not to apply the amortised cost criterion as the effects
would be irrelevant.

For this reason, no discounting of receivables with maturity of less than 12 months was undertaken.

There are no receivables arising in the present year with maturity of greater than 12 months.

The nominal value is adjusted by means of a doubtful debt provision which takes account of the impairment indicators.
Receivables are cancelled from the financial statements when the contractual rights upon cash flows deriving from the
receivable lapse or where all of the risks relating to the receivable subject to collection are transferred.

Payables

With regards to payables recognised before the financial year beginning January 1, 2016, these are recorded at nominal
value as, in accordance with OIC 19, it was decided not to apply the amortised cost criterion and discounting.

The amortised cost criterion was not applied as the effects are irrelevant for the presentation of a true and fair view.
Therefore, payables are stated at their nominal value.

Payables with maturity of less than 12 months were not discounted as the effects were considered irrelevant.
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Accruals and deferrals

These are recorded according to the accruals concept.

The conditions which determined the original recording of long-term accruals and deferrals are verified, adopting
appropriate changes where necessary.

Inventories

Inventories were measured as per paragraph 9) of Article 2426 of the Civil Code, restated in OIC 13, and are recognised
at the lower between purchase cost according to the weighted average cost method and realisable value. Finished
products and products being processed are valued at the effectively incurred industrial production cost.

Obsolete and slow-moving inventories are indirectly written down through the creation of an appropriate obsolescence
provision established on the basis of their possibility for utilisation or disposal.

Treasury shares

Treasury shares are recorded as a reduction of equity.

The recognition of treasury shares and the effects from any future sales shall be recorded as shareholders’ equity
movements.

Derivative financial instruments
Financial instruments are utilised by the Group to hedge risks from bank debt interest rate movements and to hedge
exchange rate fluctuations.

Derivative financial instruments, even if incorporated into other financial instruments, were initially recognised when
the company acquired the associated rights and obligations; their valuation was made at fair value both at the initial
recognition date and at each closing date of the financial statements. Changes in fair value compared to the previous
year relating to hedging derivatives were recognised in the financial statements in a special equity reserve. This reserve
is recorded through the income statement for the amount and over the same time period corresponding to the
occurrence or changes in the cash flows of the instrument hedged or on the occurrence of the operation hedged.

The hedged items were measured in line with the derivative hedging instrument.

Derivative financial instruments with a positive fair value were recorded in the balance sheet assets. Their classification
in fixed or current assets depends on the nature of the instrument itself:

- A derivative financial instrument designated as a hedge for cash flows or the fair value of an asset follows the
classification of the hedged asset under current or fixed assets;

- A derivative financial instrument designated as a hedge for cash flows and the fair value of a liability within the
financial year, a firm commitment or a highly probable forecast transaction, is classified under current assets;

- A derivative financial instrument designated as a hedge for cash flows and the fair value of a liability beyond the
financial year, is classified under fixed assets;

- A non-hedging derivative financial instrument is classified under current assets in the next financial year.

Derivative financial instruments with negative fair value were recorded in the balance sheet under provisions for risks
and charges.

Derivative financial instruments, except as discussed below, were valued as hedges when a close and documented
correlation between the characteristics of the instrument or the hedged transaction was detected from the outset.

For the valuation of simple hedging transactions, the simplified method was adopted for derivative financial
instruments that have very similar characteristics to those of the hedged item, with reference to the maturity, nominal
value, settlement dates and underlying variables. These were applied in line with market conditions.

As per OIC 29, the effects of accounting standard changes were calculated retrospectively, recognising the cumulative
effect from the change to the measurement criteria to opening shareholders’ equity at January 1, 2016, retained
earnings or a differing item of shareholders’ equity where more appropriate, net of deferred taxes.

For comparative purposes, the company, with regard only to derivative contracts considered as hedges, adjusted the
opening shareholders’ equity of the previous year as if the new accounting standard had been applied. With regard
however to derivative contracts not considered as hedges, as per OIC 29 - Section 19, as calculating the effects relating
to the previous year was excessively onerous, the company limited itself to applying the new accounting standard to
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the carrying amount of assets and liabilities at the beginning of 2016 and adjusting the corresponding opening
shareholders’ equity for 2016.

In particular, the company subscribed a number of derivative financial instruments to hedge interest rate movements
on its debt and the exchange rate on sales made in US Dollars.

The company has undertaken derivative financial contracts exclusively for hedging purposes, as the company’s financial
management policy does not permit the undertaking of financial instruments for speculative purposes.

For derivatives relating to interest rate risk on projected cash flows, although undertaken for hedging purposes, the
company decided not to apply hedge accounting.

Derivative financial instruments which satisfy the requirements of OIC 32 were recognised as per hedge accounting.
With reference to non-hedging derivative financial instruments, variations in the financial instruments’ fair value are
recognised in the income statement in the year of reference.

The derivatives utilised are Over the Counter (OTC) instruments traded bilaterally with market counterparties.

Provisions for risks and charges

Provisions for risks and charges are recorded in respect of certain or probable losses or payables, the amount or due
date of which could not be determined at the reporting date.

These provisions have been measured in accordance with the prudence and accruals concepts and no provision has
been made for matters without any economic justification.

The contingent liabilities reflected in these provisions are probable and may be estimated with reasonable accuracy.

Post-employment benefit provision

This provision represents the actual liability towards employees under applicable law and labour agreements.

It corresponds to the total indemnities accrued in favour of employees at December 31, 2006, net of advances paid,
and is equal to the amount payable to staff in the event of the termination of the employment contract as at this date.
The provision does not include indemnities matured from January 1, 2007, allocated to supplementary pensions as per
Legislative Decree No. 252 of December 5, 2005 (or transferred to the INPS treasury fund).

Income taxes
Income taxes are recorded in accordance with the accruals principle; therefore, they include:

o the provisions for taxes paid or to be paid for the year, in accordance with the income tax rates and
regulations in force;

. the amount of deferred tax income and charges in relation to timing differences arising and reversed in the
year.

Since 2009, the company and the parent company POLISCOM SRL have chosen the national tax consolidation option
(Article 117 and subsequent Pres. Decree No. 917/76), permitting IRES to be calculated on a tax base representing the
aggregate of the taxable income and tax losses of the individual companies.

Transactions, plus reciprocal responsibilities and obligations between the consolidating and consolidated companies,
are defined in the consolidation agreement.

The tax payable is recognised under Tax Payables in terms of IRAP and Payables to subsidiaries for IRES, all net of
payments on account, withholding taxes and in general tax credits.

The current IRES charge is calculated on an estimate of the taxable income and tax losses of the parent company and
the subsidiary taking part in the tax consolidation, net of payments on account, withholding taxes and tax credits of
these companies. Tax liabilities are offset by the amounts due from the consolidated company to the consolidating
company for the current tax on income transferred under the tax consolidation.

Deferred tax assets & liabilities

Deferred tax assets and liabilities have been calculated on the basis of tax rates expected for the periods in which the
timing differences will reverse. They are calculated on the basis of temporary differences between the tax value of
assets and liabilities and their relative book value.

Deferred tax liabilities are recognised under provisions for risks and charges, while deferred tax assets are recognised
and indicated separately to the account 4ter - Deferred tax assets.

Deferred tax assets are recognised only where a reasonable probability of recovery exists and on the basis of expected
future tax rate movements.

Deferred tax assets and liabilities have been calculated on the basis of tax rates expected for the periods in which the
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timing differences will reverse.

Deferred tax assets and liabilities on IRES corporation tax arise from timing differences between the carrying amount of
assets and liabilities determined in accordance with the financial reporting criteria set out by the Italian civil code and
their tax base.

Current and deferred IRAP regional tax is determined exclusively with reference to the company.

Revenue recognition

Revenues from the sale of products are recognised on the transfer of the related risks and benefits, which normally
takes place when the goods are shipped or delivered.

Revenues of a financial nature and revenues from services are recognised on an accruals basis.

The revenues and income, costs and charges related to transactions in foreign currencies are recorded at the exchange
rate when the transaction took place.

Capital grants and operating grants

Capital grants are recognised on the formal approval of the proposed Entity and are gradually recognised to the income
statement on the basis of the useful life of the asset subject to the grant. Grants, recognised to account A.5, are
accrued to subsequent years through the recognition of deferred income. depreciation is calculated on the gross cost
of the assets and other revenues and income are recognised to the income statement on an accruals basis.

Operating grants are recognised on the formal approval of the proposed Entity and are recognised to the income
statement on an accruals basis in accordance with Article 2426 of the Civil Code.

Translation of foreign currency balances

Receivables and payables originally in foreign currencies, recorded using the exchange rates in force on the date on
which they arose, are aligned to the exchange rates at the balance sheet date on the basis of the Bank of Italy figures.

In particular, assets and liabilities which comprise monetary items in foreign currencies are recognised at the exchange
rate at the reporting date and the relative exchange gains and losses are respectively credited and debited to the
Income Statement at account 17 bis Exchange gains and losses.

Any net gain deriving from the adjustment of foreign currency amounts at year-end are included in the result for the
year and, on the approval of the financial statements and consequent allocation of the result to the legal reserve, are
recorded, for the part not absorbed by any losses for the year, in a non-distributable reserve until their subsequent
realisation.

However, non-monetary assets and liabilities in foreign currencies are recorded at the exchange rate at the moment of
their purchase or at a lower rate at the year-end only if the negative changes have resulted in a permanent impairment
in the value of the fixed assets.

Guarantees, commitments and contingent liabilities

Commitments, not recorded in the balance sheet, represent obligations assumed by the company with third parties
deriving from legal obligations with certain obligations but not yet carried out by either party. Commitments include
those whose execution and relative amount are certain (e.g. forward sales and purchase contracts) and those whose
execution is certain but the relative amount is not certain (e.g. contracts with price revision clauses). Commitments are
reported at the nominal value deriving from the relative documentation.

Exceptions
There were no exceptional cases requiring exemptions as per Article 2423, paragraph 5 of the Civil Code.

Intangible assets

31/12/2019 Balance at 31/12/2018 Change
4,383 5,070 (687)

A breakdown follows:
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Description 31/12/2018 Increas. Amort. Reclassifications Other 31/12/2019
changes

Start-up and - 35 7 - - 28
expansion costs
Development 112 - 217 432 - 327
Industrial patents & 1,040 613 521 39 1 1,172
intellectual property
rights
Goodwill 406 - 118 - 1 289
Assets in progress and 482 - - (471) - 11
advances
Other 3,030 189 663 - - 2,556
Total 5,070 837 1,526 - 2 4,383

Intangible assets amount to Euro 4,383 thousand, reporting a net decrease of Euro 687 thousand. Amortisation in the
year amounted to Euro 1,526 thousand.

Start-up and expansion costs increased by Euro 35 thousand, due to the capitalisation of costs related to the share
capital increase on the acquisition of the stake by IPOC 3.

Development costs include costs related to prototypes preceding production or utilisation, as per OIC 24. For the
capitalised costs, the technical feasibility and the generation of future economic benefits were verified. They are
amortised on a straight-line basis over three years.

Increases for investments principally refer to the Software account for Euro 613 thousand and to the Other account for
Euro 189 thousand.

The Goodwill account refers to what was recognised following the acquisition of the Serms Srl and AMCO Srl
shareholdings; this account will be amortised over a period of 5 years. The value of goodwill recognised for Serms Srl
was Euro 358 thousand; in 2018, following the acquisition of AMCO Srl, goodwill was recognised for Euro 239
thousand.

Movements from one account to another

It was not considered appropriate to carry out a reclassification of intangible assets in the financial statements at
December 31, 2018 with respect to the previous financial statements, in order to provide a more transparent and
correct accounting representation.

Write-downs and reversals carried out during the year
With reference to intangible assets, it was not necessary to carry out write-downs or reversals of impairment losses.

Property, plant & equipment

Balance at 31/12/2019 Balance at 31/12/2018 Change
61,750 58,558 3,192
A breakdown follows:
Description 31/12/2018 Increases Deprec. Decreases Other changes 31/12/2019
Land and buildings 25,457 964 1,111 1 132 25,443
Plant and machinery 26,114 8,421 6,304 (329) 794 28,696
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Industrial and commercial equipment 3,717 1,972 1,339 (2) 31 4,381
Other assets 84 31 26 (1) (1) 87
Assets in progress and advances 3,186 2,006 (1,501) (548) 3,143
Total 58,558 13,395 8,780 (1,831) 408 61,750

Property, plant and equipment amount to Euro 61,750 thousand, reporting a net increase of Euro 3,192 thousand.
Depreciation in the year totalled Euro 8,780 thousand.

The most significant increases concerned Plant and machinery for Euro 8,421 thousand and Industrial and commercial
equipment for Euro 1,972 thousand.

The Land and Buildings category includes land for Euro 3,059 thousand.

As per OIC 16, we report that the majority of the land at company offices was acquired separately from the buildings
and have not been subject to depreciation since purchase as considered to having maintained their value. Only part of
the land, amounting to Euro 100 thousand and relating to the specific cost of the area on purchase, has been
separated. No depreciation has been applied since 2007 to these latter.

Plant and machinery amount to Euro 28,696 thousand, reporting a net increase of Euro 2,582 thousand. Depreciation
in the year totalled Euro 6,304 thousand. The most significant increases concerned test benches and automatic
production cycle plant.

Industrial and commercial equipment amounted to Euro 4,381 thousand, reporting a net increase of Euro 663
thousand. Depreciation in the year totalled Euro 1,972 thousand. The main increases concerned control instruments
and industrial production equipment.

The account Assets in progress and payments on account principally include advances to suppliers for the purchase of
automatic plant for Euro 424 thousand concerning the parent company and Euro 2,719 thousand concerning the
subsidiaries.

The account in addition includes Euro 400 thousand concerning the currency adjustment effect regarding the property,
plant and equipment of Umbra Cuscinetti Inc. and UGI Holding Inc.

Write-downs and reversals of impairment losses in the year
With reference to tangible assets, it was not necessary to carry out write-downs or reversals of impairment losses.

Total revaluations of fixed assets at year-end

In accordance with Article 10, Law No. 72/1983, the following property, plant and equipment upon which monetary
revaluations were made and exceptions to statutory accounting policies were recognised to the company’s financial
statements at December 31, 2017.

As highlighted in the introduction to these Explanatory Notes, property, plant and equipment were revalued on the
basis of special laws and in particular Law 342 of December 21, 2000 limited to plant and machinery and according to
Law 185 of November 29, 2008 with regard to Land and Buildings; no discretionary or voluntary revaluations were
made, with the revaluations, within the maximum limit of the value in use of the asset, objectively determined.

Description Legal Economic Total
revaluations revaluations revaluations
Land and buildings 3,857 3,857
Plant and machinery 3,936 3,936
Total 7,793 7,793

As required by the OIC 16 accounting standard, the net effect of the revaluation was posted in the equity reserve under

the account A.lll "Revaluation reserve".

Finance leases
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The Group has 19 finance lease contracts in place, of which 17 concerning the parent company and 2 concerning the
subsidiaries.

In compliance with the indications provided by OIC 12, the table below outlines the effects that would have occurred
on net equity and profit through recording the leases under the finance method compared to the method of charging
the periodic instalments directly to the income statement.

ASSETS
A) Contracts in course

al) Value of assets under leases at the end of the previous year:

of which gross value 16,617

of which accumulated depreciation 5,078

Total 11,539
a2) assets acquired in the year 1,280
a3) assets redeemed in the year -
a4d) depreciation in the year 2,173
a7) Value of assets under leases at the end of the year:

of which gross value 17,898

of which accumulated depreciation 7,252

Total 10,646

a8) reversal of prepayments on finance leases
B) Assets redeemed

b1) difference in value of assets redeemed, in accordance with the finance method,
compared to the net book value at the end of the year

C) LIABILTIES

c1) implicit payables at the end of the previous year:

of which due within one year 2,284
of which due between 1 & 5 years 6,544
of which due beyond 5 years 136
Total 8,964
c2) implicit payables arising in the year 1,280
c3) reductions for repayment of capital 2,600

c4) reductions for redemptions in the year -

c5) implicit payables at the end of the year:

of which due within one year 2,445
of which due between 1 & 5 years 4,980
of which due beyond 5 years 77
Total 7,502
c6) reversal of prepayments on finance lease charges 1,221
D) gross effect at end of year (A+B-C) 1,923
E) net tax effect (553)
F) effect on closing shareholders’ equity 1,370
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INCOME STATEMENT

Reversal of finance lease charges

Depreciation on contracts in course

Depreciation on assets redeemed

Recording of finance charges on leasing operations

Adjustments / write-backs on leased assets

Effect on pre-tax result

Recording of the tax effect

Effects on net result

Financial assets

Investments

2,781
2,054

153

455

(111)
344

List of companies consolidated line-by-line as per Article 26 of Legislative Decree No. 127/91 at 31/12/2019

City (if in .
Italy) or Tax. N?' (for Sl'?are' Prof|t/(|oss? for Shareholders’ | Holding | Holding in Book
Name Italian capital in the year in L .
Overseas . equity in Euro | in Euro | percentage value
businesses) Euro Euro
state
Umbra Cuscinetti USA 589 (6,376) 336 336 100% -
Inc.
Prazisionskugeln Germany 100 1,167 8,540 100% 100
Eltmann GmbH 8,54
0
Kuhn GmbH Germany 782 910 9,382 100% 459
9,38
2
Serms Srl Italy 01310710551 16 208 709 369 52% 365
UGI Holding INC USA 3,645 (1,513) 10,974 10,9 100% 3,645
74
AMCO Srl Italy 02909880540 100 481 2,950 2,95 100% 2,700
0
Total 7,269
In 2019, the Group composition did not change.
Receivables
A breakdown follows:
Description 31/12/2018 | Increases Decreases |31/12/2019
Others 53 16 - 69
Total 53 16 - 69

Non-current receivables of Euro 69 thousand were recognised to the financial statements concerning amounts paid as

deposits.
Current assets

Inventories
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Balance at 31/12/2019

Balance at 31/12/2018

Change

58,755

53,429

5,326

The accounting policies adopted are unchanged from the previous year and are described in the first part of the

present Notes.

Description 31/12/2018 Increases Decreases Consolidation |31/12/2019
adjustments
Raw material, ancillary and 15,267 1,188 - (304) 16,151
consumables
Products in work-in-progress and 23,398 8,882 - - 32,280
semi-processed
Finished products and goods 14,764 (4,194) - (246) 10,324
Total 53,429 5,876 - (550) 58,755
31/12/2019 31/12/2018 Changes
Raw material, ancillary and consumables 17,484 16,637 847
Products in work-in-progress and semi- 36,643 26,384 10,259
processed
Finished products and goods 11,953 18,303 (6,350)
Inventory obsolescence provision (7,324) (7,895) 571
58,755 53,429 5,327

The inventory obsolescence provision at December 31, 2019 of Euro 7,324 thousand reports the following movements

in the year:

Description

Inventory obsolescence provision at 31/12/2018
Utilisation of the inventory obsolescence provision in the year
Accrual to the inventory obsolescence provision in the year

Other changes

Amount

Balance of inventory obsolescence provision at 31/12/2019

7,895
(2,835)
2,264

7,324

Utilisations of Euro 2,835 thousand concern the parent company for Euro 358 thousand and for Euro 2,477 thousand

the subsidiaries.

The accrual for Euro 2,264 thousand relates mainly to the parent company for Euro 1,338 thousand and for Euro 931

thousand to the US subsidiaries.

The movements in the Inventory obsolescence provision result from the application of the new inventory obsolescence
policy, which sets out separate guidelines according to the segment and business line.

Current receivables

A maturity analysis of consolidated accounts receivable, after the elimination of inter-company items, is presented

below.

Description Within Beyond Beyond Total Of which sale back
one year one year 5 years commitments
Trade receivables 26,542 - 26,542 -
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Parent companies 487 - - 487 -
Tax receivables 2,448 - - 2,448 -
Deferred tax assets 5,229 - - 5,229 -
Others 5,769 - - 5,769 -

40,475 - - 40,475 -

The company has chosen the option to not utilise the amortised cost criterion and to not discount receivables as the
accounting policies adopted do not provide for the discounting of receivables with maturity of less than 12 months; to
not discount receivables in the case in which the effective interest rate does not significantly differ from market
interest rates; to not apply the amortised cost criterion for receivables with maturity of less than 12 months and finally
to not apply the amortised cost criterion in the case in which settlement costs, commissions and any other difference
between the initial value and the value at maturity is minimal.

On the basis of these policies, the receivables were valued at their estimated realisable value.

The breakdown of the main receivable items is presented below.

The net value of trade receivables was Euro 26,542 thousand, increasing Euro 949 thousand on December 31, 2018;
the account includes bank drafts presented by the parent company to be deposited at Credit Institutions for Euro 487
thousand. The adjustment of foreign currency items converted by the parent company at the year-end exchange rate
resulted in the realisation of an exchange loss of Euro 64 thousand.

Trade receivables concern ordinary sales operations and are from Italian and overseas clients.

Receivables from parent companies relate to receivables from Poliscom Srl:

- for IRES taxes of Euro 487 thousand concerning the repayment request presented by this latter as
Consolidating company and on behalf of the Consolidated company UmbraGroup S.p.A., excess taxes paid by
this latter for tax periods preceding financial year 2012, and in particular for years 2009, 2010 and 2011, due
to the non-deduction of IRAP relating to personnel and similar expenses, recognised, from financial year 2012,
by Article 2, paragraphs 1 to 1-ter of Legislative Decree 6.12.2011 No. 201, converted into Law No. 214 of
27.12.2011;

Tax receivables principally include:

- the VAT receivable for Euro 2,041 thousand, of which Euro 1,453 thousand concerning the annual receivable from
the December settlement carried forward of the parent company, Euro 577 thousand concerning the annual
receivable from the December settlement carried forward of the subsidiary AMCO Srl and Euro 11 thousand
concerning the annual receivable from the December settlement carried forward of the subsidiary Serms Srl;

- theincome tax receivable of Euro 50 thousand concerning the subsidiary AMCO Srl;

- theincome tax payable concerning for Euro 104 thousand the US subsidiary UGI Holding Inc.;

- the tax receivable of Euro 180 thousand concerning the German subsidiary PKE GmbH.

Deferred tax assets of Euro 5,229 thousand relate to temporarily deductible differences of the Group, of which Euro
1,272 thousand relating to the parent company and Euro 3,958 thousand concerning the subsidiaries.

Other receivables at December 31, 2019, amounting to Euro 5,769 thousand, are as follows:

Description Amount
Advances to suppliers 117
Social security institutions 8
ASTIB Grant 80
Reprise — Clean Sky Grant 82
TVB Grant 465
AG2 Grant 22
EMA 4Flight Grant 92
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Fase Lag Grant 60
Valema Grant 52
Genera Grant 359
Pro Ema Grant 916
Imare Grant 331
Imagine Grant 365
PON Miur Lub for Life Grant 1,352
PON Miur Siad Grant 300
Orbetec Grant 59
Law 598/94 96
Short-term deposits 53
Other Receivables 79
Without recourse factored receivables 881

5,769

The amount of Euro 80 thousand relates to the receivable from the European Union, through the Clean Sky 2
programme, for the European research project called ASTIB (Total grant Euro 2,354 thousand - Amount received Euro
2,275 thousand).

The amount of Euro 82 thousand relates to the receivable from the European Union for a European research project
called Reprise — Clean Sky 2 (Total grant Euro 545 thousand - Amount received Euro 463 thousand).

The amount of Euro 465 thousand relates to the receivable from the Ministry for Economic Development (CSEA) for the
European research project called TVB (Total grant Euro 465 thousand - No amount received).

The amount of Euro 22 thousand relates to the receivable from the European Union for the European research project
called AG2 co-ordinated by the Italian Aerospace Research Centre (Total grant Euro 183 thousand - Amount received
Euro 161 thousand).

The amount of Euro 92 thousand relates to the receivable from the European Union for a European research project
called Ema 4Flight coordinated by the Fundacion Tecnalia Research & Innovation (Total grant Euro 450 thousand -
Amount received Euro 337 thousand).

The amount of Euro 60 thousand relates to the receivable from the European Union for a European research project
called Fase Lag (Total grant Euro 401 thousand - Amount received Euro 341 thousand).

The amount of Euro 52 thousand relates to the receivable from the European Union for a European research project
called Valema and coordinated by GMV SAU (Total grant Euro 171 thousand - Amount received Euro 118 thousand).
The amount of Euro 359 thousand relates to the receivable from the Ministry for Economic Development for the
European research project called Genera (Total grant Euro 729 thousand - Amount received Euro 360 thousand).

The amount of Euro 916 thousand relates to the receivable from the Umbria Region for the European research project
called Pro Ema (Total grant Euro 916 thousand - No amount received).

The amount of Euro 331 thousand relates to the receivable from the Ministry for Economic Development for the
European research project called Imare co-ordinated by Costruzioni Motori Diesel S.p.A. (Total grant Euro 331 thousand
- No amount received).

The amount of Euro 365 thousand relates to the receivable from the European Union for a European research project
called IMAGINE (Total grant Euro 1,462 thousand - Amount received Euro 1,097 thousand).

The amount of Euro 1,352 thousand relates to the receivable from the Ministry for Education, the Universities and
Research called Pon Miur Lub for Life (Total grant Euro 1,352 thousand - No amount received).

The amount of Euro 300 thousand relates to the receivable from the Ministry for Education, the Universities and
Research called Pon Miur Siad (Total grant Euro 300 thousand - No amount received).

The amount of Euro 59 thousand concerns the receivable from the European Commission - Research Executive Agency
called Orbetec (Total grant Euro 168 - Amount received Euro 109 thousand).

The amount of Euro 96 thousand relates to the receivable from the Umbria Region under Law 598/94 (Total grant Euro
96 thousand - No amount received).

The without recourse receivables factored have been placed with the factoring companies Eurofactor and SG Factoring
- for receivables factored but not yet settled at December 31, 2019.

Trade receivables are adjusted to reflect their estimated realisable value through a doubtful debt provision and whose
movements were as follows:
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Description Total
Balance at 31/12/2018 950
Utilisation in the year (30)
Provision for the year 42
Exchange adjustments -
Balance at 31/12/2019 962
Utilisations in the year relate to certain losses.
Current financial assets
Change in current financial assets
Balance at Balance at Change
31/12/2019 31/12/2018
60 100 (40)
Opening Changes in the year | Closing balance
balance 8 ¥ g
Current derivative financial instruments - Assets 100 (40) 60

Long-term derivative financial instrument assets refer for Euro 60 thousand to financial instruments hedging the
exchange rate concerning the parent company UmbraGroup Spa.

Cash and cash equivalents

Balance at 31/12/2019

Balance at 31/12/2018 Change
77,667 62,013 15,654
Description 31/12/2018 Increases Decreases 31/12/2019
Bank and postal deposits 61,997 15,650 - 77,647
Cash in hand and similar 16 4 - 20
Total 62,013 15,654 - 77,667
The account reflects the balance of cash and cash equivalents on hand at year-end.
Prepayments and accrued income
Balance at 31/12/2019 Balance at 31/12/2018 Change
1,765 2,872 (1,107)
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They relate to income and charges accounted for on an accruals basis, irrespective of the date of payment or receipt.

At December 31, 2019, there were no prepayments and accrued income with a duration exceeding five years, except
for those relating to the Parent Company’s leasehold contract for which the amount with a duration of over five years
amounts to Euro 70 thousand.

The breakdown of the account is as follows.

Description Amount
Misc. Revenues 4
Insurance premiums 292
Leasing Fees 1,278
Misc. Costs 191
Total 1,765

Explanatory Notes - Liabilities and Shareholders' Equity
Equity

Reconciliation between net result and net equity as reported in the parent company and consolidated financial
statements

A reconciliation follows of consolidated net equity and the result for the year ended December 31, 2019 with the
amounts reported in the parent company financial statements:

Net Equity Net Result
Net equity and net result for the year as reported in the 97,279 14,219
parent company financial statements
Adjustments in compliance with accounting standards (28) 27
Elimination of book values of consolidated holdings:
a) difference between book value and pro-quota net equity 25,581 -
b) pro-quota results of investees (5,222) (5,222)
c) gains/losses attributed at the acquisition date of the 285 (120)
investees
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d) reversal of write down in investments 4,922 4,922

Elimination of the effects of transactions between (796) (131)
consolidated companies

Net equity and net result pertaining to Group 122,021 13,695
Net equity and net result pertaining to minority interests 341 100
Consolidated net equity and net result 122,362 13,795

Statement of changes in consolidated net equity

UMBRAGROUP SPA
STATEMENT OF CHANGES IN NET EQUITY
FOR YEARS ENDED 31.12.2018 & 31.12.2019
In Euro thousands

SHARE SHARE REVALUATION LEGAL CAPITAL OTHER TRANSLATION  CONVERSION CONSOLIDATION RETAINED NET NEGATIVE
CAPITAL PREMIUM RESERVE RESERVE GRANTS  RESERVES RESERVE RESERVE RESERVE EARNINGS PROFIT TREASURY TOTAL
RESERVE (ACC. LOSS) (Loss) SHARES RESERVE
DECEMBER 31, 2017 11,303 4,948 3,741 2,261 171 34,223 (15) (91) - 12,784 16,687 (6,245) 79,767
ALLOCATION 2017 PROFIT
- To Reserves - 10,839 2,848 (13,687) -
- Dividends (3,000) (3,000)
TRANSLATION RESERVE CHANGE 1,365 1,365
OTHER CHANGES (5,369) 8 8,843 80 5,441 9,003
2018 NET PROFIT 14,651 14,651
DECEMBER 31, 2018 11,303 4,948 3,741 2,261 171 39,693 (7) 1,274 8,843 15,712 14,651 (804) 101,786
ALLOCATION 2018 PROFIT

- To Reserves 12,297 (646) (11,651) -
- Dividends (3,000) (3,000)
TRANSLATION RESERVE CHANGE 407 407
OTHER CHANGES 753 19,246 (1) (10,695) 2 (324) 152 9,133
2019 NET PROFIT 13,695 13,695
DECEMBER 31, 2019 12,056 24,194 3,741 2,260 171 41,295 (5) 1,681 8,843 14,742 13,695 (652) 122,021

NET EQUITY AND NET RESULT
PERTAINING TO MINORITY INTERESTS 341

GROUP & MIN. INTEREST

CONSOLIDATED NET EQUITY 122,362

The Other changes account presents below the main amounts from the statement of changes in Shareholders’ Equity:

- Euro 753 thousand concerning the Share capital increase for the entry of the new shareholder IPOC 3 S.p.a.;

- Euro 19,426 thousand concerning the share premium paid on the above Share capital increase;

- Euro 10,695 thousand includes: Euro 10,000 thousand for extraordinary dividends issued before the entry of
IPOC 3 S.p.a., Euro 707 thousand for the allocation of Stock Grants and Euro 12 thousand regarding the gain
realised following the sale of treasury shares;

- Euro 152 thousand concerning the acquisition and sale of treasury shares as commented upon below.

Changes in cash flow hedge reserve
The movements in the cash flow hedge reserve were as follows:

Cash flow hedge
reserve
Opening balance (8)
Changes in the year
Decreases due to fair value changes 3
Closing balance (5)

In order to partially limit the risk linked to the variability of interest rates, the Parent Company has proceeded to ensure
IRS for medium and long-term loan transactions. This is better described at the end of these Explanatory Notes in the
section where information relating to the fair value of derivative financial instruments is provided, as required by Art.
2427-bis, first paragraph, no. 1 of the Civil Code.
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The company subscribed to derivative financial instruments to perform interest rate risk hedging transactions on its
bank debt for loans with medium- and long-term repayment.

The company has undertaken derivative financial contracts exclusively for hedging purposes, as the company’s financial
management policy does not permit the undertaking of financial instruments for speculative purposes.

The derivatives utilised are Over the Counter (OTC) instruments traded bilaterally with market counterparties.

The account Cash Flow Hedge reserve, negative for Euro 5 thousand, reflects the recognition of the fair value of interest
rate hedges for which hedge accounting has been applied.

For derivative Euro/USD interest rate hedge contracts, although undertaken for hedging purposes, the company
decided not to apply hedge accounting.

Other net equity accounts
The following complementary information regarding the revaluation reserves is provided:

Reserves Monetary revaluations Non-monetary revaluations
Revaluation reserve Law 185/2008 3,741 -

The shareholders’ equity contains the following reserves:

Reserves or other provisions, which in the event of distribution, form assessable income of the company, independent
of the period of formation.

Reserves Amount
Revaluation reserve Law 185/2008 3,741
3,741

Reserves or other provisions, which in the event of distribution, do not form assessable income for shareholders,
independent of the period of formation.

Reserves Amount
Share premium reserve 4,948
4,948

Reserves incorporated in the share capital
The share capital does not include reserves which in the case of distribution would contribute to the assessable income
of the company or of shareholders.

Negative reserve for acquisition of treasury shares
The movement of treasury shares is as follows:

Description 31/12/2018 Increases Decreases |31/12/2019
UMBRAGROUP S.P.A. 804 721 (873) 652

In 2019, 1,030 shares were acquired at a value of Euro 700 each for consideration of Euro 721 thousand; 3,105 shares
were sold at an average value of Euro 281.12 for consideration of Euro 873 thousand; the gain was recognised to a
specific Shareholders’ equity reserve.

At December 31, 2019, the company holds 2,320 treasury shares, comprising 0.70% of the share capital.

These treasury shares are to be allocated partly to the stock option, long-term incentive and stock grant plan approved
respectively by the Shareholders’ Meeting of May 27, 2016, by the Shareholders’ Meeting of May 29, 2017 and by the
Shareholders’ Meeting of December 17, 2018.

The company has not held and does not hold, neither directly or indirectly, parent company shares. The company
does not hold treasury shares through trust companies or nominees.

We outline in detail below the direct holding of treasury shares.
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Description Number held Share capital (%)
Treasury shares 2,320 0.70%

In accordance with the provisions of law this shareholding is within the limit set by Articles 2357 and 2357 bis of the
Civil Code.

Provisions for risks and charges

The breakdown of the account is as follows.

Description 31/12/2018 Increases Decreases Consolidation 31/12/2019
adjustments

Pensions and similar 42 4 - - 46
obligations
Taxation, including 1,127 2,784 (370) - 3,541
deferred taxes
Derivative financial 1,472 308 (1,451) - 329
instruments — Liabilities
Other 6,879 142 (2,961) - 4,060
Total 9,520 3,238 (4,782) - 7,976

The account Post-employment benefit provisions and similar obligations refers to the subsidiary Serms Srl and relates
to the severance indemnity granted to the Chairman of this company’s Board of Directors.

Tax provisions include Deferred tax liabilities of Euro 3,541 thousand concerning temporary assessable differences. For
a description of these amounts, reference should be made to the final paragraph of the present notes.

Derivative Financial Instruments - liabilities for Euro 329 thousand include the fair value at December 31, 2019 of
interest rate derivatives on medium/long-term loans for Euro 7 thousand and on the Euro/USD exchange rate for Euro

322 thousand.

Other provisions for risks and charges are broken down as follows.

Description Amount
Future losses Linear Motion LLC 3,648
Legal expenses provision 285
Product warranty provision 120
Other Provisions 7
Total 4,060

Other provisions for Euro 4,060 thousand concern:

- Euro 3,648 thousand to the provision for future losses of Linear Motion LLC; the risks provision concerns a
contingent liability, whose accrual was based on the realisation of future losses; currently, a series of reliable
reasons exist indicating that Linear Motion LLC., acquired by the Group in March 2018, shall continue to return
losses also in the coming years; the net loss was calculated on the basis of the existing supply contracts due to
conclude in 2022. The above provision was established by taking the value of Shareholders’ Equity on the basis
of the valuations carried out on the Purchase Price Allocation;

- Euro 285 thousand to the legal expenses provision against a commercial dispute concerning the parent
company;

- Euro 35 thousand to the product warranty provision of the German subsidiary PKE GmbH;

- Euro 85 thousand to the product warranty provision of the US subsidiary UGI Holding Inc..

Post-employment benefit provision
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The breakdown of the account is as follows.

Description 31/12/2018 Increases Decreases | 31/12/2019
Employee termination 3,965 2,019 (2,097) 3,887
indemnities, movements

This provision reflects the Group's liability to all employees as of December 31, 2019, net of advance payments made.
This provision represents the actual liability towards employees under applicable law and labour agreements.
The provision concerns the parent company and the subsidiaries Serms Srl and AMCO Srl.

For the parent company, it corresponds to the total indemnities accrued in favour of employees at December 31, 2006,
net of advances paid, and is equal to the amount payable to staff in the event of the termination of the employment

contract as at this date.

The provision does not include indemnities matured from January 1, 2007, allocated to supplementary pensions as per
Legislative Decree No. 252 of December 5, 2005 (or transferred to the INPS treasury fund).

Payables

Consolidated payables, after elimination of intercompany balances, are measured at their nominal value and the

breakdown is as follows:

Description Total Within one year Beyond one year Of which over 5
years

Bank payables 60,678 13,805 46,873 5,289
Payables to other lenders 2,402 568 1,834 -
)Advances 675 - - -
Trade payables 33,077 33,077 - -
Payables to parent companies 1,265 1,265 - -
Tax payables 1,885 1,885 - -
Payables to social security 2,280 2,280 . -
institutions

Other payables 5,172 5,172 . -
Total 107,434 58,052 48,707 5,289

Bank payables at December 31, 2019 of Euro 60,678 thousand include loans and reflect the effective payable for

capital.

Bank payables due within one year exclusively include the capital portion of loans due within twelve months.

Loans outstanding at December 31, 2019 are outlined below.

Notes to the consolidated financial statements

at December 31, 2019

Pag. 71




UMBRAGROUP S.P.A.

Casse di Risparmio dell’Umbria — Intesa Group Loan: On May 24, 2016, the parent company drew down a loan for Euro
7,000 thousand; the loan is repayable in 10 half-yearly instalments in arrears concluding on May 24, 2021 with variable
half-yearly interest on the basis of the Euribor at six months plus a spread; the residual payable at December 31, 2019
is Euro 2,111 thousand.

The covenants on the loan and the relative value at December 31, 2019, with non-compliance of at least two of the
above-indicated parameters resulting in an increase in the spread, were as follows:

Covenants 31.12.2019
EBITDA / Financial charges >=4.5 22.3
Net Financial Position / Net Equity <=1.2 NA
Net Financial Position / EBITDA <=3.0 NA

These covenants concern the consolidated financial statements.

The company hedged the variable condition on the above loan through an IRS with a maximum cost of 0.45% until
maturity.

Banco Popolare Loan: On November 7, 2016, the parent company drew down a loan of Euro 5,000 thousand; the loan
has a grace period until December 31, 2016 and is repayable in 14 half-yearly instalments in arrears concluding on
December 31, 2023 at a fixed interest rate; the residual payable at December 31, 2019 is Euro 2,894 thousand.

Banca Popolare di Ancona Loan: On November 17, 2016, the parent company drew down a loan for Euro 5,000
thousand; the loan is repayable in 28 quarterly instalments in arrears concluding on November 17, 2023 at a fixed
interest rate; the residual payable at December 31, 2019 is Euro 2,894 thousand.

The covenants on the loan and the relative value at December 31, 2019, with non-compliance of at least one of the
above-indicated parameters resulting in an increase in the spread, were as follows:

Covenants 31.12.2019
EBITDA / Financial charges >=4.0 46.7
Net Financial Position / Net Equity <=15 0.008
Net Financial Position / EBITDA <=25 0.02

These covenants concern the statutory financial statements.

Credit Agricole - Cariparma Loan: On January 16, 2017, the parent company drew down a loan of Euro 5,000 thousand;
the loan is repayable in 28 quarterly instalments in arrears concluding on March 31, 2024 at a fixed interest rate; the
residual payable at December 31, 2019 is Euro 3,035 thousand.

The covenants on the loan and the relative value at December 31, 2019, with non-compliance of just one of the above-
indicated parameters resulting in an increase in the spread, were as follows:

Covenants 31.12.2019
Net Financial Position / Net Equity <=15 NA
Net Financial Position / EBITDA <=35 NA

These covenants concern the consolidated financial statements.

Unicredit Loan: On February 23, 2017, the parent company drew down a loan for Euro 5,000 thousand; the loan is
repayable in 20 quarterly instalments in arrears concluding on February 28, 2022 at a fixed interest rate; the residual
payable at December 31, 2019 is Euro 2,250 thousand.
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Intesa SanPaolo Loan: On March 28, 2017, the parent company drew down a loan of Euro 10,000 thousand; the loan is
repayable in 14 half-yearly instalments in arrears concluding on March 28, 2024 at a fixed interest rate; the residual
payable at December 31, 2018 is Euro 6,496 thousand.

BNP Paribas Loan: On March 31, 2017, the company drew down a loan of Euro 7,000 thousand; the loan is repayable in
28 quarterly instalments in arrears concluding on March 31, 2024 at a fixed interest rate; the residual payable at
December 31, 2019 is Euro 4,299 thousand.

The covenants on the loan and the relative value at December 31, 2019, whose non-compliance triggers the
acceleration clause, were as follows:

Covenants 31.12.2019

Net Financial Position / EBITDA <=3.0 NA

These covenants concern the consolidated financial statements.

Mediocredito Loan: On September 29, 2017, the parent company drew down a loan of Euro 10,000 thousand; the loan
is repayable in 14 half-yearly instalments in arrears concluding on September 29, 2024 at a fixed interest rate; the
residual payable at December 31, 2019 is Euro 7,221 thousand.

The covenants on the loan and the relative value at December 31, 2019, with non-compliance of at least one of the
above-indicated parameters resulting in an increase in the spread, were as follows:

Covenants 31.12.2019

EBITDA / Gross Financial Charges >4.5 22.3
Net Financial Position / Net Equity <1.2 NA
Net Financial Position / EBITDA <3 NA

These covenants concern the consolidated financial statements.

Banca Popolare di Spoleto Loan: On November 21, 2017, the parent company drew down a loan for Euro 4,000
thousand; the loan is repayable in 20 quarterly instalments in arrears concluding on December 10, 2022 at a fixed
interest rate; the residual payable at December 31, 2019 is Euro 2,418 thousand.

Unicredit Loan: The parent company drew down a loan for Euro 10,000 thousand on November 13, 2019; the loan is
repayable in 28 quarterly instalments in arrears concluding on November 30, 2026 at a fixed interest rate. The residual
payable at December 31, 2019 was Euro 10,000 thousand, as the initial instalment is scheduled for February 29, 2020.
Euro 2,857 thousand of the payable is due beyond 5 years.

Monte dei Paschi di Siena Loan: on November 27, 2019, the parent company drew down a loan for Euro 5,000
thousand; the loan is repayable in 15 half-yearly instalments in arrears concluding on December 31, 2026 at a fixed
interest rate. The residual payable at December 31, 2019 is Euro 5,000 thousand, as a grace period runs until
December 31, 2019. Euro 1,468 thousand of the payable is due beyond 5 years.

In 2019, the parent company fully repaid on natural maturity the Loan subscribed on September 15, 2014 with BNL for
an original amount of Euro 7,500 thousand.

The interest rate applied is in line with market conditions.

The outstanding loans drawn down by the US subsidiary Umbra Cuscinetti Inc. at December 31, 2019 are reported
below.

BNP Paribas Loan: the loan, drawn down by the US subsidiary Umbra Cuscinetti Inc. on January 22, 2019 for an amount
of USD 4,000 thousand, with a grace period until June 22, 2019, is repayable in 24 quarterly instalments maturing on
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June 22, 2025 with interest based on the Libor at three months plus a spread; the residual payable at December 31,
2019 is USD 3,833 thousand.
USD 333 thousand of the payable is due beyond 5 years.

The covenants on the loan and the relative value at December 31, 2019, whose non-compliance triggers the
acceleration clause, were as follows:

Covenants 31.12.2019

Net Financial Position / Net Equity <=1.0 NA
Net Financial Position / EBITDA <=3 NA

These covenants concern the consolidated financial statements.

In 2019, the US subsidiary Umbra Cuscinetti Inc. repaid in advance the loans from Bank of America and JP Morgan
Chase due to the failure to comply with the covenants.

The outstanding loans drawn down by the German subsidiary PKE GmbH at December 31, 2018 are reported below.

Kreissparkasse Loan: the loan, drawn down by the German subsidiary PKE GmbH on June 30, 2015 for an amount of
Euro 1,400 thousand, is repayable in quarterly instalments from September 30, 2015 and concluding on June 30, 2022
at a fixed interest rate; the residual payable at December 31, 2019 is Euro 500 thousand.

The outstanding loans at December 31, 2019 drawn down by the US subsidiary Linear Motion LLC (operating subsidiary
of UGI Holding Inc.) are outlined below.

BNP Paribas Loan: the loan, drawn down by the US subsidiary Linear Motion LLC on January 22, 2019 for an amount of
USD 9,000 thousand, with a grace period until June 22, 2019, is repayable in 24 quarterly instalments maturing on June
22, 2025 with interest based on the Libor at three months plus a spread; the residual payable at December 31, 2019 is
USD 8,250 thousand.

USD 750 thousand of the payable is due beyond 5 years.

The covenants on the loan and the relative value at December 31, 2019, whose non-compliance triggers the
acceleration clause, were as follows:

Covenants 31.12.2019
Net Financial Position / Net Equity <=1.0 NA
Net Financial Position / EBITDA <=3 NA

These covenants concern the consolidated financial statements.

The amortised cost was not applied to loans drawn down in 2019 considering the immateriality of the settlement costs
incurred, which were therefore accrued according to the loan duration.
The interest rate applied is in line with market conditions.

Payables to other lenders comprise:

- Payable to the Ministry for Production Activities (former Ministry for Industry) for Euro 1,934 thousand
relating to research and development projects for an electromechanical actuator for the Agusta — Westland
helicopter and the VRS A380. The loan, issued in a number of tranches, carries a zero-interest rate. In 2019,
the parent company continued repayments in relation to the receipts on the Agusta — Westland project; in
2019, Euro 87 thousand was repaid.
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In 2019, the company, following in-depth technical and financial analysis based on the Ministry’s directives
wrote off part of the debt and recognised prior year charges to the income statement. The “VRS Ball Screw for
thrust reverse actuator of A380 engine — viti a ricircolazione di sfere” research project funded under Law
808/85 for Euro 3,242 thousand is subject to repayment under the “ROYALITIES” system, as recognised as a
project regarding national security.

In general terms, stating that the royalties have the legal form of true and proper royalties, i.e. constituting a
percentage of the profits from sales “(...), when asked by the Ministry for Economic Development about the
possibility of partial repayment of the funding where sales do not produce the expected revenues, the
Attorney General's Office made it clear that “the repayment of national security funding must be based on the
actual sales and market developments should be considered a factor in terms of the repayment of the grant.
Therefore, in the case of projects in the national security field, instead of the funding repayment system, the
royalty system applies i.e. repayments are made on the basis of collections up to the amount issued, and if
sales are lower than expected, only partial reimbursement shall be made.

Therefore, the Parent Company shall repay, as provided for in the Decree, in 5 equal annual instalments
starting from June 30, 2020, the amount of the royalties calculated on the receipts accrued to December 31,
2019 and annually the amount of sales made in subsequent years.

The lower sales than originally forecast by the customer is not due to the Parent Company, but rather
exclusively relates to the programme’s closure.

Finally, as it is now certain that the repayment of the royalties on the actual sales compared to those forecast
involves the payment of a lower amount than the funding received and that recorded in the accounts as a
payable, the Parent Company at December 31, 2019 recorded prior year income of Euro 1,949 thousand.

- Payable to the Ministry for Education, the Universities and Research for Euro 108 thousand relating to the
subsidised loan for the DM38703 Research project activities. The subsidised loan instalments mature in
January and July of each year; the final instalment is scheduled for January 1, 2021.

- Payable to the Ministry of Economic Development (MISE) relating to the Genera research project for Euro 198
thousand. The GENERA project (MISE grant decree No. 4250 of 23.10.2017) provides for subsidised funding,
for a nominal percentage of 20% of eligible costs.

Each beneficiary of the subsidised funding is required to repay the amount through equal half-yearly
instalments in arrears, on June 30 and December 31 of each year, including capital and interest, at a rate of
0.17%, with 16 instalments, in addition to a grace period of a maximum of 3 years, running from the date of
the grant decree.

The interest during the grace period, calculated on the basis of the effective drawdowns of the subsidised
funding and its duration, is paid on the same maturities as the subsidised funding instalments.

- Payable to Factoring company for Euro 162 thousand concerning collections over the final days of the year
related to the factoring of receivables without recourse and without notification.

Advances for Euro 675 thousand refer to the advance payments received from customers relating to goods and
services not yet supplied.

Trade payables amount to Euro 33,077 thousand and decreased Euro 319 thousand on the previous year. They are
recognised net of commercial discounts; cash discounts are however recognised on payment. The nominal value of
these payables was adjusted, on recognition of returns or premiums (adjustment to invoicing), to the amount agreed
with the counterparty.

Payables to parent companies for Euro 1,265 thousand concerns payables for IRES taxes following subscription to the
national tax consolidation.

Amount
IRES transferred to tax consolidation 5,467
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Withholding taxes transferred to tax (3)

consolidation

Advances paid (4,199)
1,265

The account tax payables amounts to Euro 1,885 thousand and increased Euro 180 thousand on the previous year; this
account includes only definite tax liabilities, as the liabilities for probable income taxes or where the amount or the
date of payment is uncertain, in relation to deferred tax liabilities, are recorded in the account B2 under liabilities
(Deferred tax liabilities).
This account principally comprises:

- tax payables for withholding taxes of Euro 839 thousand;

- tax and property payables of Euro 967 thousand;

- VAT payables of Euro 79 thousand;
The tax payables account did not change significantly.

Payables to social security institutions amount to Euro 2,280 thousand, decreasing Euro 40 thousand on the previous
year; this account principally concerns parent company payables due at year-end to these institutions relating to the
charge upon the company and employees for December salaries and payables suspended following the 1997
earthquake due from June 2009, as per Article 2, paragraph 109 of Law No. 244 of December 24, 2007 (the “2008
Finance Law”) and Article 2 of Legislative Decree No. 61 of April 8, 2008, converted by Law No. 103.

Other payables of Euro 5,172 thousand principally include:
- employee payables for salaries accrued and not yet settled of Euro 2,904 thousand, of which Euro 138
thousand concerning the parent company and Euro 2,765 thousand relating to the subsidiaries;
- employee payables for vacations not taken of Euro 1,014 thousand, of which Euro 834 thousand concerning
the parent company and Euro 180 thousand relating to the subsidiaries;
- director payables for remuneration of Euro 325 thousand;
- company Welfare payables regarding the parent company of Euro 413 thousand;

The company has chosen the option to not utilise the amortised cost criterion and to not discount payables as the
accounting policies adopted do not provide for the discounting of payables with maturity of less than 12 months, to not
discount payables in the case in which the effective interest rate does not significantly differ from market interest
rates, to not apply the amortised cost criterion for payables with maturity of less than 12 months and finally to not
apply the amortised cost criterion in the case in which settlement costs, commissions and any other difference
between the initial value and the value at maturity is minimal.

Under these policies, payables are therefore recognised at nominal value.

Accrued liabilities and deferred income

Balance at 31/12/2019 Balance at 31/12/2018 Change
3,265 5,934 (2,669)

The account relates to costs and revenues recorded in accordance with the accruals principle.

At December 31, 2019, there was deferred income with a duration exceeding five years for a total amount of Euro 420
thousand relating to a contribution in the account for plant regulated by Law 488/92, lll and V Call and pertaining to the
Parent Company.

The breakdown of the account is as follows.

Description Amount
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Insurance premiums 17
Grants received 2,594
Current account interest 87
Leasing 63
Other 504

3,265

Explanatory Notes - Income Statement
Value of production

2019 2018 Change
245,446 220,757 24,689

The Value of production amounts to Euro 220,757 thousand, up Euro 46,494 thousand on the previous year.

Description 31/12/2019 31/12/2018 Changes
Revenues from sales and services 234,516 213,614 20,902
Changes in inventories 3,766 1,992 1,774
Increase in internal work capitalised - 566 (566)
Other revenues and income 7,164 4,585 2,579
245,446 220,757 24,689

Sales revenues amount to Euro 234,516 thousand, up Euro 20,902 thousand (+9.8%) on the previous year. The
movement is strictly related to that stated in the Directors’ Report.

Revenues by company and the consolidation adjustments are presented below.

Revenues from consolidated sales 31/12/2019 31/12/2018 Changes
UmbraGroup Spa 152,961 139,576 13,385
Umbra Cuscinetti Inc. 31,789 32,366 (577)
UGI Holding Inc. 37,052 25,621 11,431
PKE GmbH 19,789 20,169 (380)
Kuhn GMBH 7,056 7,156 (100)
AMCO Srl 7,402 1,531 5,871
Serms Srl 766 542 224
Consolidation adjustments (22,299) (13,347) (8,952)
Total 234,516 213,614 20,902
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The increase in sales revenues of UGI Holding and AMCO Srl mainly relates to the fact that in 2018 their consolidation,
with acquisition in 2018, was based on their relative duration within the consolidation scope. If the companies had
been consolidated for 12 months in 2018, the revenue increase in 2019 would have been 4.1%.

Other revenues and income total Euro 7,164 thousand, up Euro 2,579 thousand.

This account principally comprises:
- Grants for plant of Euro 40 thousand;

- Operating grants of Euro 2,597 thousand;

- Future losses provision release concerning Linear Motion LLC for Euro 2,287 thousand;
- Release relating to Law 808, as commented upon previously, for Euro 1,949 thousand.

Revenues by segment

The breakdown of the account is as follows.

Category 31/12/2019 31/12/2018 Changes
Sales of goods 232,152 211,170 20,982
Sales of accessories 40 108 (68)
Services 2,324 2,336 (12)
Total 234,516 213,614 20,902
Category 31/12/2019 31/12/2018 Changes
Aerospace Products 138,861 117,935 20,926
Industrial Products 93,331 93,343 (12)
Other 2,324 2,336 (12)
Total 234,516 213,614 20,902
Revenues by region
The breakdown of the account is as follows.
Region 31/12/2019 31/12/2018 Changes
Italy 20,472 19,664 808
EMEA 98,790 100,056 (1,266)
United States of 105,082 92,164 12,918
America
Other 10,173 1,730 8,443
Total 234,516 213,614 20,902

Costs of production

Notes to the consolidated financial statements
at December 31, 2019

Pag. 78



UMBRAGROUP S.P.A.

The breakdown of the account is as follows.

Description 31/12/2018 Increases Decreases Consolidation 31/12/2019
adjustments

Raw materials, consumables and 65,428 26,801 (14,388) 77,841
goods

Services 49,898 5,783 (9,536) 46,145
Rent, leasing and similar costs 3,720 624 - - 4,344
Salaries and wages 58,892 8,739 - - 67,631
Social security charges 9,895 638 - - 10,533
Post-employment benefits 1,933 85 - - 2,018
Other personnel costs 2,318 702 - (210) 2,810
Amortisation 1,267 123 - 136 1,526
Depreciation 7,251 1,624 - (95) 8,780
Doubtful debt provision 215 - 173 - 42
Change in inventories of raw (3,840) 3,017 128 (695)
materials

Provisions for risks - - -
Other operating charges 1,268 419 - - 1,687
Total 198,245 48,555 173 (23,965) 222,662

Production cost movements are strictly correlated to the comments in the Directors’ Report and the description of
point A (Value of production) of the Income Statement.

Raw materials, consumables and goods and Service costs

Raw material costs in 2019 totalled Euro 77,841 thousand (Euro 65,428 thousand in 2018), increasing Euro 12,413
thousand on the previous year (+19.0%).

Service costs decreased Euro 3,753 thousand, -7.5% on 2018.

Rent, lease and similar costs increased Euro 624 thousand on the previous year (+16.8%), principally due to higher
leasing charges on contracts regarding new investments.

Personnel costs

Personnel costs in 2019 amounted to Euro 82,992 thousand (Euro 73,038 thousand in 2018), increasing Euro 9,954
thousand (+13.6%).

The account includes all costs for personnel including increases, promotions, vacation days not taken and provisions in
accordance with law and collective contractual agreements.

Other personnel costs of Euro 2,810 thousand principally include:
- Euro 757 thousand for the Parent Company’s canteen costs;
- Euro 654 thousand for the cost regarding parent company training and Euro 310 thousand for training at the
Subsidiaries;
- Euro 321 thousand for costs related to the healthcare of the parent company’s employees and for Euro 23
thousand the subsidiary’s cost.

Description 31/12/2019 31/12/2018
Personnel costs 80,182 70,720
Other personnel costs 2,810 2,318
82,992 73,038

Amortisation, depreciation and provisions
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Category 31/12/2019 31/12/2018
Amortisation of intangible assets 1,526 1,267
Depreciation of tangible assets 8,780 7,251
Write-down of current receivables 42 215

Amortisation and depreciation is reported in the statement of Fixed Asset changes.
The doubtful debt provision refers to the nominal value of trade receivables to express their expected realisable value.

Other operating charges

The breakdown of this account is shown in the following table:

Description 31/12/2019 31/12/2018
Membership fees 234 223
Non income-based taxes and duties 684 660
Other operating charges 769 385
1,687 1,268

Membership fees mainly include Euro 212 thousand regarding the US subsidiaries.
Taxes and duties refer for Euro 167 thousand to the parent company and for Euro 517 thousand to the subsidiaries.
Other operating charges include Euro 374 thousand concerning qualitative non-compliance.

There were no recorded costs of an exceptional amount or proportion.

Financial income and charges
The breakdown of the account is as follows.

2019 2018 Change
(1,212) (189) (1,023)

The breakdown of the account is as follows.

Description 31/12/2019 31/12/2018 Changes
Other income 35 84
(Interest and other financial charges) (1,564) (1,250)
Exchange gains/(losses) 317 977
(1,212) (189) (1,023)

Exchange gains/(losses) report net income of Euro 317 thousand.
Of the total amount resulting from the income statement, the non-realised currency component corresponds to a
profit of Euro 230 thousand.

Interest and other financial charges for Euro 1,564 thousand mainly include:
- Euro 367 thousand concerning medium-term loans of the parent company and Euro 580 thousand concerning
the subsidiaries;
- Euro 365 thousand concerning without recourse factoring transactions regarding the parent company and for
Euro 15 thousand concerning the subsidiaries.
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Adjustments on financial assets

Description 31/12/2019 31/12/2018 Changes
Revaluations  of  derivative  financial 91 57 34
instruments
Write-downs  of  derivative  financial (1,495) (1,918) 423
instruments
Total (1,404) (1,861) 457

Adjustments to financial assets exclusively concern the fair value adjustment of derivative financial instruments both
on their natural maturity and at year-end.

These items particularly concern positive and negative fair value changes on derivative financial instruments for which
hedge accounting has not been applied.

For the changes in value for each category of derivative financial instruments referred to above, reference should be
made to the information provided below as required by Art. 2427-bis, first paragraph, no. 1 of the Civil Code.

Income taxes for the year

2019 2018 Change
6,373 5,758 (615)
Income taxes 31/12/2019 31/12/2018 Changes
Current income taxes: 7,824 6,477 1,347
IRES and tax effect of subsidiaries 6,511 5,415 1,096
IRAP 1,313 1,062 251
Prior year taxes (148) (30) (118)
Deferred tax charge (income) 1,303 (689) 1,992
IRES and tax effect of subsidiaries 1,303 (689) 1,992
IRAP - -
6,373 5,758 (615)

Income taxes on an accruals basis for the year were recorded.
The Tax rate was 31.6% (28.1% in 2018).

A reconciliation is provided below between the reported tax charge and the theoretical tax charge:

Reconciliation between reported and theoretical tax charge (IRES)

Description Amount| Income taxes
Parent company result before tax 20,654

Theoretical tax charge (%) 24 4,957
Temporary differences assessable in future years:

Adjustment to foreign currency items (230)

Total (230)

Temporary differences deductible in future years:

Directors fees to be paid 262

Total 262

Reversal of temporary differences from previous years

Prior year gains 66

Grants received (587)

Directors fees paid (280)
Non-deductible amortisation & depreciation -

Obsolescence provision 977
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Total 176
Non-reversing differences in future years

IMU Property tax 55
Non-deductible costs (29)
Vehicle management costs 173
ACE Tax Break (347)
IRAP Deduction (129)
“Superamortisation” (806)
“Hyperamortisation” (2,107)
Other decreases (489)
Other increases 5,662
Total 1,983
Parent company assessable income 22,844
Subsidiaries assessable income (6,847)
Total assessable income 15,997
Current IRES income taxes 6,511

Determination of assessable IRAP

Description Amount| Income taxes
Difference between parent company value and costs of production 71,798
Other decreases (1,979)
Deductions art. 11 paragraph 1) letter a) Legislative Decree 446 (37,671)
Other increases 1,169
Total 33,317
Theoretical tax charge (%) 3.9 1,299
Temporary differences deductible in future years:
Assessable IRAP 33,317
Current IRAP income taxes 1,313

Deferred tax assets/liabilities

The deferred tax charge relates to the deferred tax provision made of Euro 579 thousand.

Deferred tax liabilities are calculated based on the global allocation criteria, taking into account the cumulative amount
of all of the temporary differences, based on the average expected rates in force when these temporary differences
reverse.

Deferred tax assets are recorded if there is reasonable certainty that the temporary differences will reverse in future
years against assessable income not lower than the differences that will be reversed.

The directors consider the deferred tax assets recognised to the Financial Statements of Umbra Cuscinetti Inc to be
recoverable, partly thanks to future assessable income as per the business plans, and partly through the “Cares Act”,
i.e. a US government regulatory provision which establishes the option to Carry Back the 2018 and 2019 tax losses
through utilising assessable income realised over the 5 preceding years.

The temporary differences that resulted in the recording of deferred tax income and charges are shown in the table
below together with the relative effect.

Recording of deferred tax assets and liabilities and consequent effects:

Breakdown of deductible temporary differences
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UmbraGroup Spa Year to Year to Year to Year to Year to Year to Year to Year to
31/12/2019 31/12/2019 31/12/2019 31/12/2019 31/12/2018 31/12/2018 31/12/2018 31/12/2018
Amount of Tax effect Amount of Tax effect Amount of Tax effect Amount of Tax effect
temporary IRES temporary IRAP temporary IRES temporary IRAP
IRES IRAP IRES IRAP
differences differences differences differences
Amortisation and 462 111 462 18 462 111 462 18
depreciation not
deducted as per Law
185/2008 (buildings
revaluation)
Risk provisions 284 68 284 11 284 68 284 11
Operating grants 98 23 929 223
taxed on cash basis
Unrealised exchange 65 15 21 5
losses
Doubtful debt 629 150 629 150
provision
Inventory 3,631 871 2,653 636
obsolescence
provision
IRS Derivatives 6 1 9 2
Total 5,175 1,239 746 29 4,987 1,195 746 29
Breakdown of assessable temporary differences
UmbraGroup Spa Year to Year to Year to Year to Year to Year to Year to Year to
31/12/2019 31/12/2019 31/12/2019 31/12/2019 31/12/2018 31/12/2018 31/12/2018 31/12/2018
Amount of Tax effect Amount of Tax effect Amount of Tax effect Amount of Tax effect
temporary IRES temporary IRAP temporary IRES temporary IRAP
IRES IRAP IRES IRAP
differences differences differences differences
Operating grants 2,728 654 3,084 740
taxed on cash basis
Unrealised exchange 385 92 594 142
gains
Gains 65 15
Total 3,113 746 3,743 897
Umbra Cuscinetti Inc. Amount of 31/12/2019 Amount of 31/12/2018
Values in USD temporary Tax effect temporary Tax effect
differences differences
Deferred tax assets:
Doubtful debt provision 77 17 - -
R&D Credit 391 391
Personnel costs 496 108
Deferred revenues 959 210 - -
Section 263a 860 188 - -
NOL 11,695 2,558
267A & 163) & others 367 80
Inventory obsolescence provision 703 154 - -
Total 15,548 3,707 - -
Deferred taxes:
Amortisation & Depreciation 7,532 1,626
IRS 11 2
Total 7,543 1,628 1,285 270

Net deferred tax liability (asset)
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Tax rate

UGI Holding Inc.
Values in USD

Deferred tax assets:

Provisions and Reserves

Losses

Amortisation & Depreciation

Other costs
Total

Deferred taxes:
Fixed assets

Deferred income

Total

Net deferred tax liability (asset)

Tax rate

PKE GmbH

Deferred tax assets:

Goodwill
Total
Tax rate

Explanatory Notes - Other Information

Workforce

21%

Amount of
temporary
differences

2,070
339
694

3,103

6,422
327
6,749

21%

Amount of
temporary
differences

53
53
30%

31/12/2019
Tax effect

460

75
155
690

1,428
72
1,500

31/12/2019
Tax effect

16
16

21%

Amount of
temporary
differences

2,253
766

10
3,029

18
18

21%

Amount of
temporary
differences

62
62
30%

The average workforce by category of the fully consolidated companies is presented below.

Workforce 31/12/2019 31/12/2018 Changes
Executives 24 28 11
White-collar & Managers 375 398 58
Blue-collar 817 822 182
Other 122 90 54
Total 1,338 1,338 306

31/12/2018
Tax effect

473
160

635

31/12/2018
Tax effect

18
18

Remuneration, advances and receivables granted to directors and statutory auditors and commitments undertaken

on their behalf

Directors

Statutory Auditors

Remuneration

942

47

Fees of the auditor or the independent audit firm

In accordance with law the fees paid for services provided by the auditor are reported below:

Amount
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Annual accounts audit 80
Total fees of the auditor or the independent audit firm 80

Off balance sheet commitments, guarantees and contingent liabilities

Pursuant to the provisions of Article 2427, first paragraph, No. 9) of the Civil Code we disclose the following
information in relation to commitments, guarantees and contingent liabilities:

Description 31/12/2019

Treasury shares acquisition commitments 2,035

Commitments for USD option contracts 25,530
27,565

Commitments undertaken by the company include:
- Share purchase commitments of Euro 2,035 thousand; this stems from options agreed by the parent company
with employees on undertaking shareholdings;
- Commitments for option contracts to hedge risks from Euro/USD exchange rate fluctuations concerning the
parent company for a countervalue of Euro 25,530 thousand.

Related party transactions

Transactions with the parent company under the Tax Consolidation are reported below.

Company Receivable Payables
s
Poliscom Srl 487 1,265

The company undertakes transactions with the following related party:

- EDILUMBRAS.r.I;
These transactions are of a commercial nature and concern the management of the former production site at Via Piave,
Foligno. These transactions are part of ordinary operations and are regulated at market conditions, i.e. the conditions
that would be applied between two independent parties, and are undertaken in the interests of the company.

The transactions are summarised below:
(Euro thousands)

Trade Trade Components and
Company . Sales treatments Other
receivables payables
purchased
EDIL UMBRA S.r.| - 43 - - 116

Off-balance sheet agreements

(Ref. Article 2427, first paragraph, No. 22-ter of the Civil Code).
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There are no off-balance sheet agreements.
Subsequent events

Subsequent to year-end, in the initial days of January Boeing announced the ending of production of the 737 Max,
following the decision in March 2019 to ground the aircraft in the wake of two fatal accidents in Indonesia and
Ethiopia.

Boeing’s decision to stop production clearly impacted our volumes - to the extent that we have prepared two
alternative scenarios to the approved budget of December 2019. These seek to offset the decrease through new MRO
and industrial area opportunities, in addition to a close focus on costs savings.

In February 2020, a new “Covid 19” virus was declared to have also reached Italy and Europe following its emergence in
China. It quickly spread to many countries across the world and was defined by the World Health Organisation as a
“pandemic situation”.

All this has resulted in significant pressure on Italy’s entire healthcare system and the issuance by our government of
restrictive measures - both on the freedom of movement of the individual and the shutting down of economic
activities.

Umbragroup promptly reacted to the Coronavirus emergency, setting up a committee to quickly take actions to protect
the health and safety of workers and where possible introduce remote working.

Currently, with the continuance of the emergency and of the restrictive measures imposed by the government, the
effects of Covid-19 are expected to impact the normal running of company operations and specifically:

o Regular production activities and on-time deliveries;
. Relationships with the entire supply chain;

- Payments by customers;

. Reduced production efficiency.

In addition, the significant uncertainties surrounding the pandemic’s evolution must be considered. These are currently
unquantifiable and will certainly have repercussions on the economic-manufacturing system - not only of Umbragroup
but of the entire country.

No major disruptions to either production or supply chain activities have so far been recorded.

It is currently very difficult to quantify the possible impact on our income statement and our financial resources,
although we expect that the events related to Covid-19 will not impact the company’s growth prospects over the
medium-term or even the short-term, nor impact our solidity.

On February 17, 2020, the Board of Directors of the company drew up and approved the report as per Article 2437-ter
of the Civil Code, to be submitted to the Extraordinary Shareholders’ Meeting regarding the introduction of loyalty
shares to benefit the shareholder Poliscom, who currently holds a majority of voting rights, converting, in accordance
with Article 2351, paragraph 4 of the Civil Code, 33,333 class B shares (equal to 10% of the share capital), currently held
by the shareholder Poliscom, into a similar number of special class loyalty shares (the “B2 Shares”), which give the
right, inter alia, to the exercise at all Ordinary and Extraordinary Shareholders’ Meetings of the company three votes
for each B2 Share held.

Larger/smaller undertakings preparing the financial statements

In accordance with law, the information as per Article 2427, first paragraph, No. 22 quinquies and sexies), of the Civil
Code is disclosed.

Larger undertaking SmaIIe.r
undertaking
Name of the company Poliscom Srl UmbraGroup
Spa
City (if in Italy) or overseas state Perugia Foligno PG
Tax. No. (for Italian businesses) 02778900544 02016930543
Place of filing of the consolidated financial statements Perugia Perugia

The company UmbraGroup S.p.A. is controlled by Poliscom Srl, with registered office in Perugia, Via Giovanni Battista

Notes to the consolidated financial statements
at December 31, 2019 Pag. 86



UMBRAGROUP S.P.A.

Pontani 10, which prepares the consolidated financial statements of the entire Group (the wider scope of
undertakings).

The company UmbraGroup S.p.A., with registered office in Foligno, Via Valter Baldaccini 1, prepares the consolidated
financial statements of the smaller scope of undertakings within the Group.

Information on derivative financial instruments as per Article 2427-bis of the Civil Code

The fair value and information (concerning the present year and the previous year) on the extent and nature of each
category of derivative financial instruments issued by the company are detailed below. These are sub-divided by
category taking in account the characteristics of the instruments and their purpose.

There are no contractual terms or conditions in derivative contracts that can influence the amount, maturities and
certainties of future cash flows which are also guaranteed by the reliability of counterparties represented by leading
banking institutions.

Instruments subscribed by the Parent Company
Derivative financial instruments with characteristics permitting accounting designation as hedging instruments

The derivative financial instruments in the following table are interest rate hedges on medium/long-term debt.

In Euro Fair Value 31/12/2019 Fair Value 31/12/2018
Non-
Notional Current current Current Non-current
Counterparty Type Maturity date capital portion portion portion portion
Intesa San
Paolo IRS 24/05/2021 2,111,322 (6,945) - (10,571) -
(6,945) - (10,571)

Derivative financial instruments without characteristics permitting accounting designation as hedging instruments

The derivative financial instruments in the following table hedge cash flows in foreign currencies and in particular the
US Dollar.

Positive fair value Negative fair value
Amounts in Euro 31/12/2019 31/12/2018 31/12/2019 31/12/2018
Us Dollar 60,036 - 321,969 1,461,326

For all derivatives, the fair value was calculated on the basis of market data.

Deferred tax assets concerning both hedging and non-hedging derivatives are reported in the previous table regarding
“Recognition of deferred tax assets and liabilities and consequent effects”.

Movements in fair value reserves were indicated previously in the comment to changes in shareholders’ equity.

Key financial highlights of the company which exercises management and co-ordination

The company is under the management and coordination of Poliscom Srl.

The financial highlights from the latest approved financial statements of the above company which exercises
management and coordination are presented in the table below (Article 2497-bis, fourth paragraph of the Civil Code).
However, the company Poliscom Srl prepares the consolidated financial statements for the entire Group.
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In Euro Latest year Previous year

B) Fixed assets 29,058,016 27,668,096
C) Current assets 1,904,761 3,465,448
D) Prepayments and accrued income 765 990
Total assets 30,963,542 31,134,534
A) Shareholders’ Equity

Share capital 1,000,000 1,000,000

Reserves 20,408,796 18,623,245

Net profit 3,611,755 1,785,551

Total Net Equity 25,020,551 21,408,796
B) Provisions for risks and charges 178 238
D) Payables 5,942,813 9,725,494
E) Accrued liabilities and deferred income 6
Total liabilities 30,963,542 31,134,534

Latest year

Previous year

A) Value of production 7 1
B) Costs of production 53,495 56,066
C) Financial income and charges 3,625,641 1,780,086
Income taxes (39,602) (61,530)
Net profit 3,611,755 1,785,551

Disclosure as per Article 1, paragraph 125 of Law No. 124 of August 4, 2017

With regards to the obligations for transparency and the publication of public grants, governed by Article 1, paragraphs
125-129 of Law No. 124/2017 and subsequently supplemented by the “security” Legislative Decree (No. 113/2018) and
the “simplification” Legislative Decree (No. 135/2018), which introduce a series of publication and transparency
obligations to be fulfilled by parties undertaking transactions with the Public Administration and in view of the
interpretation of Assonime through Circular No. 5 of February 22, 2019, the company decided to present in this
paragraph the amounts received in 2019 in the form of grants from:

- European Union for the “ASTIB” research project as part of the Clean Sky 2 programme for a total amount of Euro
4,327,636, of which Euro 2,899,348 thousand collected as parent company and distributed to the other Group
companies involved in the project;

- European Union for the “AG2” research project, for a total amount of Euro 161,189;

- European Union for the “Ema 4 Flight” research project, for a total amount of Euro 20,889;

- European Union for the “Fase Lag” research for a total amount of Euro 99,727, of which Euro 59,602 collected as
parent company and distributed to the other Group companies involved in the project;

- European Union for the “VALEMA” research project, for a total amount of Euro 20,334;

- European Union for the “GENERA” research project, for a total amount of Euro 369,814;

For completeness of information, the “Clean Sky 2” and “AG2” Astib programmes fall within the scope of the same
contract with the European Union and have the same percentages of support; the company separates the two projects
for improved internal reporting.

These consolidated financial statements, consisting of the balance sheet, the income statement, the cash flow
statement and the explanatory notes, present a true and fair view of the equity and financial position and results for
the year. They correspond with the parent company accounting records and the information transmitted by the
companies included in the consolidation.

Chairman of the Board of Directors
Antonello Marcucci
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(Translation from the original Italian text)

To the Shareholders of
UmbraGroup S.p.A.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of UmbraGroup Group (the Group), which
comprise the balance sheet as at 31 December 2019, the income statement and consolidated
statement of cash flows for the year then ended, and explanatory notes.

In our opinion, the consolidated financial statements give a true and fair view of the financial position
of the Group as at 31 December 2019, and of its financial performance and its cash flows for the year
then ended in accordance with the Italian regulations governing financial statements.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA Italia). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of
UmbraGroup S.p.A. in accordance with the regulations and standards on ethics and independence
applicable to audits of financial statements under Italian Laws. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter

We draw attention to:

- whatis stated in the paragraph of the notes to the consolidated financial statements “Finance
leases”, which describes the financial lease transactions recognized on the consolidated
financial statement according to the equity method, in line with what was done in the previous
years and allowed by Italian Generally Accepted Accounting Principles. Our opinion is not
modified in respect of this matter.

- whatis stated in the paragraph of the notes to the consolidate financial statements
“Subsequent events”, which describes the effects of the spreading of COVID 19 and of all
related measures imposed by the Italian government to protect the public health on the
Company’s business operations. Our opinion is not modified in respect of this matter.
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Other matter

The audit activity has been partially affected by the spreading of COVID 19 and all related measures
imposed by the Italian government to protect the public health, including restrictions to all travel
initiatives. Consequently, due to an objective situation of force majeure, certain audit procedures
performed in accordance with the applicable auditing standards have been carried out considering (i)
a revised organization of our employees and audit teams, based on a wide use of smart working
models, and (ii) different means to connect with client management personnel and gather audit
evidence, that primarily involved the use of electronic support provided through remote
communication networks.

As required by the law, the explanatory notes include the condensed financial information of the
entity that exercises management and coordination over Parent Company UmbraGroup S.p.A.. Such
financial information has not been audited by us.

Responsibilities of Directors and Those Charged with Governance for the
Consolidated Financial Statements

The Directors are responsible for the preparation of the consolidated financial statements that give a
true and fair view in accordance with the Italian regulations governing financial statements, and,
within the terms provided by the 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 ability to continue as a going concern and,
when preparing the consolidated financial statements, for the appropriateness of the going concern
assumption, and for appropriate disclosure thereof. The Directors prepare the consolidated financial
statements on a going concern basis unless they either intend to liquidate the Parent Company
UmbraGroup S.p.A. or to cease operations, or have no realistic alternative but to do so.

The statutory audit committee (“Collegio Sindacale”) is responsible, within the terms provided by the
law, for overseeing the Group’s financial reporting process.

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,
but is not a guarantee that an audit conducted in accordance with International Standards on Auditing
(ISA Italia) will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with International Standards on Auditing (ISA Italia), we have
exercised professional judgment and maintained professional skepticism throughout the audit. In
addition:
e we have identified and assessed the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, designed and performed audit procedures
responsive to those risks, and obtained audit evidence that is sufficient and appropriate to
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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;

e we have 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;

e we have evaluated the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Directors;

e we have concluded on the appropriateness of 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 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 consider this matter in forming 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;

o we have evaluated the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that achieves fair
presentation.

e we have obtained sufficient appropriate audit evidence regarding the financial information of
the entities 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.

We have communicated with those charged with governance, identified at an appropriate level as
required by ISA lItalia, 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 identify
during our audit.

Report on compliance with other legal and regulatory requirements

Opinion pursuant to article 14, paragraph 2, subparagraph e), of Legislative
Decree n. 39 dated 27 January 2010

The Directors of UmbraGroup S.p.A. are responsible for the preparation of the Report on Operations
of Group UmbraGroup as at 31 December 2019, including its consistency with the related
consolidated financial statements and its compliance with the applicable laws and regulations.

We have performed the procedures required under audit standard SA Italia n. 720B, in order to
express an opinion on the consistency of the Report on Operations, with the consolidated financial
statements of UmbraGroup Group as at 31 December 2019 and on its compliance with the applicable
laws and regulations, and in order to assess whether it contains material misstatements.



EY

Building a better
working world

In our opinion, the Report on Operations is consistent with the consolidated financial statements of
UmbraGroup Group as at 31 December 2019 and comply with the applicable laws and regulations.

With reference to the statement required by art. 14, paragraph 2, subparagraph e), of Legislative
Decree n. 39, dated 27 January 2010, based on our knowledge and understanding of the entity and
its environment obtained through our audit, we have no matters to report.

Perugia, May, 13 2020

EY S.p.A.
Signed by: Dante Valobra, Auditor

This report has been translated into the English language solely for the convenience of
international readers.



