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Company Data and Governance

Registered office of the Company
Civitanavi Systems S.p.A.

Via del Progresso 5, 63827

Pedaso (FM) - Italy

VAT no. [T01795210432

Corporate website
https://www.civitanavi.com

Board of Directors

Andrea Pizzarulli Chairman of the Board of Directors and CEO
Michael Perlmutter Non-executive director
Thomas Jung Non-executive director
Mario Damiani* Non-executive director
Laura Guazzoni* Independent director**
Maria Serena Chiucchi* Independent director**
Tullio Rozzi* Independent director**

Lead Independent Director: Laura Guazzoni*

Remuneration and Appointments Committee

Laura Guazzoni* Chairwoman
Maria Serena Chiucchi * Member
Tullio Rozzi* Member

Control and Risk Committee

Laura Guazzoni* Chairwoman
Maria Serena Chiucchi* Member
Tullio Rozzi* Member

Board of Statutory Auditors

Marco Donadio Chairman of the Board of Statutory Auditors
Cesare Tomassetti Standing Statutory Auditor
Eleonora Mori Standing Statutory Auditor
Giuseppe Mogliani Alternate Statutory Auditor
Daniela Angeloni Alternate Statutory Auditor

Auditing Firm BDO Italia S.p.A.

Executive Competent for drafting the company’s accounting documents Letizia Galletti*

*In office from the Start Date of Trading in the Euronext Milan of the Italian Stock Exchange, on 17 February 2022
**Independent director pursuant to art. 148, paragraph 3 of the TUF [Consolidated Law on Finance], as cited in art. 147-ter, paragraph
4 of the TUF and pursuant to the Corporate Governance Code.

Methodological note
Values are reported in thousand euro and/or to euro punctual within the Directors' Report on Operations and Finanacial

Statements documents, accompanied by the related Notes.
Percentage ratios, margins and variations, have been calculated referring to punctual euro values.
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Letter to Shareholders

To the Shareholders,

CERTIFIED
< ﬂ This is an English translation of the original Italian document. In cases of conflict between the English language document and the Italian

This Annual Financial Report for the year that ended on 31 December 2021, of the company Civitanavi Systems S.p.A.
(hereinafter also referred to as the “Company”) consists of the statement of financial position, the income statement, the net
equity, and the cash flow statement, as well as the notes, together with the Directors' Report on Operations for the year ended
31 December 2021.

With effectiveness from 12 October 2021, the company transformed into a Public Limited Company by virtue of a notarial
deed dated 7 October 2021, taking steps to appoint the Board of Statutory Auditors.

On 13 October, the ordinary meeting of the shareholders accepted the resignation of the sole administrator and appointed a
new managing body composed of three members, envisaging the appointment of two additional independent directors,
subjecting the appointment to the condition precedent that the ordinary shares of the Company would start trading in the
Euronext Milan of the Italian Stock Exchange. On 21 December 2021, the meeting also appointed two additional directors, of
whom one is independent, with a similar condition precedent.

On 17 February 2022, the company started trading at the Italian Stock Exchange in the Euronext Milan main market with the
code ISIN IT0005466153. The Company and the parent company Civitanavi Systems Ltd opted to include in such Offer a
total number of 7,760,000 Shares, of which 5,760,000 Shares originating from a capital increase decided by the Company on
13 January 2022, and 2,000,000 Shares put up for sale by the parent company. Moreover, the Greenshoe Option — elarged to
the Selling Shareholder Civitanavi Systems Ltd — has been partially asserted for an amount of 674,500 Shares out of a
maximum amount of 776,000 Company Shares. The offer price was set at EUR 4.00 per Share.

A total of 8,434,500 Shares were allocated at the Offer Price, of which:

- 5,760,000 ordinary Shares newly issued by the Company, originating from the Capital Increase;
- 2,000,000 Shares put up for sale by the Selling Shareholder;

- 674,500 Shares of the Over-allotment Option granted by Civitanavi Ltd.

Based on the Offer Price, the Institutional Placement amounts to approximately EUR 33.7 million The stock is equal to
27.4% of the share capital of Civitanavi and the Company’s capitalisation, calculated on the Offer Price, on the trading start
date amounts to approximately EUR 123 million.

Based on the Offer Price, the net proceeds due to the Company in relation to the Capital Increase, net of maximum
commissions (including any discretional components) to be paid to the Joint Global Coordinators and to the Sponsor amount
to EUR 21.8 million.

At the document date share capital, entirely registered and paid up, amounts to EUR 4,244,000 divided into nr. 30,760,000
ordinary shares, without indications about the nominal value and dematerialised. Any ordinary share grant the right of vote in
ordinary and extraordinary assemblies, as well as the other administrative rights provided for by the applicable legal
dispositions and the Statutory. The Company has not in place any purchasing program of own shares and the Company is not
currently holding any own share.

It has not been issued any category of shares granting right of vote or any nature of right different than ordinary shares. Also,
it has not been issued any financial instruments that grant the right to subscribe new issued shares.

The Financial Statements on 31 December 2021 were drafted in compliance with the EU-IFRS. The financial statements that
we submit for your approval close with a total profit of EUR 4.8 million, following the accounting of accrued taxes for EUR
1.7 million, and amortisation/depreciation and write-downs for a total of EUR 1 million.

The 2021 results confirm the expectations in terms of total revenues of 25.1 million Euro (+31%) and EBITDA of 7.8 million
Euro (+55%), with a double-digit growth in the main financial indicators. Booking reaches a record value of EUR 29.8
million.

The results achieved confirm a solid and stable growth, strengthening our position in the field of inertial stabilization and
navigation systems globally. The expectations in terms of increase in total revenues and EBITDA compared to the same
period of 2020, allow us to confirm what was indicated to the market during the IPO process. The positive trend is supported
by the investments we are performing to expand the production capacity, with the aim to consolidate our relationships with
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international players of very high strategic importance. All this strengthens our confidence for 2022, despite the current
situation of general uncertainty, thanks also to the solidity of our supply chain and the wide geographic diversification of our
customer portfolio. We continue to work at a fast pace to drive growth with a view to creating value for our customers and
shareholders, through continuous innovation and the entrepreneurial spirit that has always characterized us.

Signed by
Andrea Pizzarulli
Chairman of the Board of Directors and CEO
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Directors' Report on Operations

The Directors' Report on Operations intends to provide disclosure on the Company’s situation and on the performance of the
management as a whole and int the various segments in which it operates, including through subsidiaries.

The Financial Statements have been arranged in XTHML format in compliance with the dispositions of Delegated
Regulation (EU) 2019/815 of the European Commission about technical rules relating to the specification of the single
electronic communication format (ESEF — European Single Electronic Format - “Delegated Regulation™).

Economic environment situation

Acting mainly in an international market, the economic context of sensoristics and inertial navigation is growing. Year 2021
is still affected by the particular situation caused by Covid-19 pandemic which has slightly decelerated the general growth of
the market of interest.

High tech (especially for semiconductors) and raw materials markets is strongly influenced by geo-political factors, the
effects of Covid-19 pandemic and the increase in consumption of electronic devices with consequent lacks of raw materials
for manufacturing activities.

Demand growth and company’s markets trend

The situation of the global market demand for inertial navigation systems is reported in this chapter, actual $ 3.8B (source:
Yole) are lower than expected forecasts (of the Yole itself) pre-pandemic.

As the Company possesses ITAR-FREE (International Traffic in Arms Regulations from USA State Department)

technology, the concentration of business development activities are mainly focused on ITAR-FREE requirements or USA
content free customers.

HIGH END INERTIAL MARKET SEGMENT FORECAST (VALUE IN $M)
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Moreover, there are significant trends in relevant sectors of the market where the Company is working, more specifically
Aerospace and Defence (Avionic, Space, Land, Naval/Other) and Industrial (Mining, Oil & Gas and Horizontal Directional
Drilling).

Noteworthy markets are Advanced Air Mobility for transportation of people and goods, sustainable vertical mobility

solutions based on point-to-point vertical takeoff and landing flight on short/medium distance by using hybrid/electric
propulsion aircraft (¢VTOL). Graphic below highlights the growth potentialities of this sector:

Snapshot of eVTOL?) market in 2035()

Visualising high volume commercialisation
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Note(s): (1) Total Addressable Market defines the revenue opportunify available; (2) Electric Vertical Takeoff and Landing (e VTOL) aircraft; (3] Porsche-Consulfing
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Company performance and analysis of the results for the financial year that ended on 31 December 2021

The Company, incorporated in 2012 (with maturity on 31 December 2100), is a solid corporate entity with three offices in
Italy, operating in the sector of the design, development and production of navigation and stabilisation systems in the
aerospace and defence (naval, land, aeronautics, and space) and industrial (mines, oil & gas, tunnelling and horizontal
drilling) segments, as well as the provision of consultancy services to undertakings in the same segments.

More specifically, the Company is a vertically integrated supplier of highly accurate inertial systems, designed and
manufactured with proprietary methods and techniques, based on FOG (Fiber Optic Gyroscope) and MEMS (Micro Electro
Mechanical Systems) technology, integrated with satellite navigation devices (GPS).

Thanks also to the founders’, Andrea Pizzarulli and Michael Perlmutter, many years of experience in the sector, the
Company fast became an important player in the global market for applications in the field of aerospace and defence and for
commercial applications, being born as an innovative start-up and becoming an innovative SME in 2017.

The Company carries out its activity at the registered office and production site of Pedaso (FM) and at two additional sites, in
Ardea (RM) and in Casoria (NA). The Pedaso (FM) site hosts the administrative structure, the sales structure, the main
research and development centre, as well as the prototyping and industrial production plants. At the Ardea (RM) and Casoria
(NA) sites, located in an area specifically dedicated to the development of aerospace-related activities, the Company carries
out design activities on top of those carried out at the main site. Moreover, at the Ardea (RM) site, the company performs
sales activities that are specifically dedicated and intended for operators in the Rome area. In 2020, Civitanavi incorporated a
company in London, mainly dedicated to sales activities; the London branch is not yet operative in 2021.

The 2021 results confirm the expectations in terms of turnover and EBITDA. In 2021, the company confirmed the strong
and constant growth trend, going from EUR 19,135 thousand of total Revenues on 31 December 2020 to EUR 25,142
thousand on 31 December 2021, with a growth in terms of total Revenues of 31%, notwithstanding the situation caused by
the pandemic which persisted during the year.

In the year 2021 the company stipulated a multi-year contract with a US company, leader in the aerospace sector, for the
development of an inertial measurement unit, and a multi-year partnership with a leading company in the Aerospace and
Defence sector.

Our procurement chain, planning, and production base have provided exceptional support to our services, meeting the
expectations in terms of turnover and EBITDA, notwithstanding the significant pressure on procurement chains. With regard
to this latter point, the procurement of raw materials, components, and semi-finished products, we would like to point out that
the Company carries out periodic reviews of the estimates regarding its needs, based on the expected production volumes, so
as to guarantee the constant availability of the materials required in order to maintain its production capacity.

Going against the usual trend observed in companies at the start-up stage, the company has grown constantly since its
establishment, both in terms of turnover and in terms of economic results. The company’s ability to generate income since its
inception gives an idea of the unique features of Civitanavi Systems. The company is currently going through a development
phase with transformation phenomena that have had an effect on its business, taking it from the sale of services to the sale of
products with highly innovative and technological features. The company has not yet reached its expected profitability levels,
as the income for 2020 and 2021 is not representative of the company’s potential for growth. Similarly, to what was the case
for the financial year 2020, the financial statements of 31 December 2021 ended on a positive note, with an increase in the
company’s turnover and market share, in a period shaped by a global emergency that did away with certainties from a social
and economic point of view. The continuous restrictions to mobility directly affected the development of new business deals,
as this type of market requires the continuous and direct exchange of opinions and ideas with potential customers. This
slowing down delayed the conclusion of important opportunities; the year 2021, however, despite the extremely positive
results, is not representative of the company’s exponential growth trend.

The gross operating margin (EBITDA) for 2021 is higher than that for 2020, accounting for a percentage of total revenue that
went from 26% to 31% on 31 December 2021. Please note that, in the financial statements for 2021, the Company capitalised
development costs of EUR 816 thousand (of which EUR 24 thousand to “Development costs” and EUR 792 thousand to
“Fixed assets in progress and advance payments”). The adjustment of EBITDA (EBITDA adjusted) on 31 December 2020
with regard to development costs resulted to EBITDA accounting for 35.6% of total income (2021 EBITDA adjusted of
31.8%). Please note that, during 2021, the amount of internal development costs incurred by the company decreased
compared to 2020, as the company focused its development activities on programs commissioned by customers (such cost
category is not considered for R&D tax credit purposes).

Please note that, in 2021, the Company capitalised the development costs as they met the requirement of their future use, in
accordance with what is laid down in the applicable accounting standards (IAS 38). In order to make it possible to compare
the economic data that also refer to previous financial years and to express the correct operational profitability, the Company
used the “EBITDA Adjusted” indicator, in the context of which, it, inter alia, neutralised, for the previous financial years, the
effect of development costs to which the capitalisation requirement would have applied.
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The profitability in financial statements of 31 December 2021 keenly felt the effect of the increase, compared to 2020, in the
sale of product categories with different margins. Please note that the company, in an agreement with a leading customer of
the Aerospace & Defence sector, signed in previous years, deemed that the sale of a significant number of KITs, essentially
at cost price, was of strategic importance. This agreement had a negative effect on the margins for the year 2020 (sales of
EUR 1,643 thousand for the year 2020) and particularly on those for 2021 (sales of EUR 4,543 thousand for the year 2021);
at the same time, however, it encouraged the loyalty of an international player with a very high growth potential and also
represents an important opportunity for additional income in 2022, in terms of Royalties.

With reference to the activity segments in which the Company operates, the table below shows the figures achieved in 2021
compared to the previous financial year.

in EUR th d 31 December % of the 31 December % of the

" ousands 2021 2021 total 2020 2020 total
Aeronautics 6,781 28% 1,177 7%
Land defence 1,052 4% 2,028 11%
Space 3,411 14% 4,809 26%
Other (Naval, Submarine, Guidance) 4,048 17% 3,528 19%
Total Aerospace and Defence 15,292 63% 11,543 63%
Industrial 8,572 36% 6,696 37%
Other 147 1% 11 0%
Total Operating revenues net of the change in FP/SFP inventories 24,011 100% 18,249 100%
Change in FP and SFP inventories 987 39

Total Operating revenues 24,998 18,288

The Company reported a solid performance in all business segments, confirming a significant portion of the Aerospace and
Defence sector and, at the same time, a constant presence in the Industrial segment. Civitanavi confirms its path to growth in
all core sectors of its business.

With reference to the geographical area, the table below shows the figures achieved in 2021 compared to the previous
financial year.

in EUR thousands 31 December % of the 31 December % of the
2021 2021 total 2020 2020 total
APAC 7,655 32% 4,882 27%
EMEA (except Italy) 8,881 37% 10,036 55%
Italy 5,701 24% 2,499 14%
USA 1,774 7% 786 4%
Rest of the World 0 0% 46 0%
Total Operating revenues net of the change in inventories 24,011 100% 18,249 100%
Change in FP and SFP inventories 987 39
Total Operating revenues 24,998 18,288

The operating revenues of EUR 24,998 thousand for the financial year that ended on 31 December 2021 increased by 37%
compared to the financial year 2020; the diversification of the customer portfolio by geographical area is guaranteed. Please
note that the Company does not entertain trade relations of any kind with the Russian Federation, Belarus and Ukraine.

Bookin

An important sign of the growth of the Company’s activities is given by the evolution recorded in recent years of customer
orders comprehensively obtained during one financial year, regardless of whether such orders were fulfilled or not during
that same financial year (a phenomenon known as “Booking”). During the three-year period from 2018 to 2020, the
Company’s Booking amounted to EUR 13.9 million, 13.5 million, and EUR 18.1 million, respectively.

On 31 December 2021, the Booking for 2021 amounts to EUR 29.8 million, a record in terms of orders received during a
single financial year.
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The table shows the booking growth trend and the related % of total revenues.

in EUR millions 2018 2019 2020 2021
Booking 13.9 13.5 18.1 29.8
% of Total Revenue 132% 78% 95% 119%

Foreseeable evolution of business performance, Backlog and Pipeline

The year 2021 was one-of-a-kind, due to a series of unprecedented events. The COVID-19 pandemic, which started in early
2020, continued to persist in all countries of the world, producing a continuous series of restrictions and limitations to social
and work life. However, the global effort for vaccination helped stimulate an economic recovery in many markets, also
powered by significant fiscal stimulation schemes.

Looking to 2022 and beyond, the Company continues to be optimistic about long-term demand trends in our sector, fuelled
by its two main distinctive competitive characteristics.

For 2022, the company foresees rising income volumes sustained by the development of backlogged activities on programs
and a good flow of new orders. It is confirmed that profitability will be high also thanks to the initiatives for the optimisation
of industrial processes and the improvement of the main products’ competitivity, despite the fact that the company is feeling
the effect of the difficulties encountered in the availability of critical raw materials on the market.

With regard to the procurement of raw materials, components, and semi-finished products, we would like to point out that the
Company carries out periodic reviews of the estimates regarding its needs, based on the expected production volumes, so as
to guarantee the constant availability of the materials it needs in order to maintain its production capacity. With the exception
of a relative difficulty with regard to the procurement of electronic materials, which the Company has to date circumvented
by thoroughly planning its needs, there are no significant trends that would compromise the company’s ability to keep the
warehouse stocks needed to sustain production.

With regard to the evolution of the situation that involves the Russian Federation, Belarus and Ukraine, the Company
confirms that it does not entertain relations of a commercial or other nature with these Countries and that no relations are

foreseen in 2022. The Company confirms that, also in 2022, its Operating revenue by Country will be highly diversified.

Hard Backlog, Soft Backlog and Pipeline

Definitions:
e Backlog: The value resulting from the sum of Hard Backlog and Soft Backlog.

e Hard Backlog: This term means existing contracts that relate to orders that have not yet been delivered to the
customers and the related order indications, to which the Company allocates a 100% probability that they will be
placed, net of the revenue that has already been recorded in the Company’s income statement.

e Soft Backlog: This term means the value of existing contracts, options and letters of intent, as well as contracts at an
advance stage of negotiations, that are not already included in the Hard Backlog.

e Pipeline: Flow of potential contracts, with new or already existing customers, that the company is developing.

On 31 December 2021, the counter value of the product purchase contracts and orders that have already been formalised
between the Company and its customers, net of the value of revenue that was already recorded as at the same date, (without
prejudice to cases of reduction, suspension or termination) amounted to a total of EUR 18.6 million (“Hard Backlog™). This
Backlog mainly refers to the “Aerospace and Defence” segment, as the “Industrial” segment has a short lead time and the
orders are concluded, on average, within three months from their execution.

In the context of its usual planning activity, taking into account the market of reference and its position and typical activity,
the Company internally also prepares data, of a purely management-related nature, that relate:

(i) to the potential counter value of the opportunities arising from the renewal and extension of already signed contracts or
from opportunities that have not yet been confirmed with a contract to which the Company assigns (as a weighing factor) a
probability of being stipulated of at least 50% (“Soft Backlog”), and which, on 31 December 2030, amount to a total of EUR
513.1 million;

10
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(i) to the potential counter value of the opportunities arising from the renewal and extension of already signed contracts or
from opportunities that have not yet been confirmed with a contract to which the Company assigns (as a weighing factor) a
probability of being stipulated lower than 50% (‘“Pipeline”), and which, on 31 December 2030, amount to a total of EUR
684.4 million.

The aforementioned values are not meant to provide an indication with regard to possible future objectives, nor do they
constitute an expectation in terms of revenues, and, in the Company’s opinion, are characterised by significant uncertainty, as
(i) they are only internal prospects of the Company made in the context of its own typical planning; (ii) have both
endogenous and exogenous features, also linked to the long period of time to which such values refer; and (iii) they cannot be
compared to other market studies, as they may refer to a longer period of time than that included in such studies.

The Soft Backlog and Pipeline values, in particular, take into consideration expectations based on hypothetical scenarios
formulated by the Company that may not come about, in whole or in part, due to unforeseeable events or due to incorrect
assessments by the Company or which may come about with values that do not match those initially measured by the
Company.

Analysis of the economic, equity and financial data

Below please find the charts, reclassified in accordance with current financial analysis practices, of the economic, equity and
financial data for the financial year that ended on 31 December 2021 compared to 31 December 2020.

Analysis of the reclassified economic data

. 31 December o 31 December o

in EUR thousands and as a percentage of Total Revenues 2021 %o 2020 %o
Operating revenues 24,998 99% 18,288 96%
Other revenues and income 144 1% 847 4%
Total revenues 25,142 100% 19,135 100%
Cost of purchase of goods and change of inventories 8,669 34% 6,549 34%
Services costs 3,627 14% 2,867 15%
Personnel costs 4,673 19% 4,255 22%
Other operating costs 411 2% 455 2%
Total operating costs 17,380 69% 14,125 74%
Operating Result before amortisation and depreciation and write-downs (EBITDA) 7,762 31% 5,010 26%
Write-downs of net financial assets 49 0% 33 0%
Amortisation and depreciation and write-downs 1,019 4% 939 5%
Operating profit (EBIT) 6,695 27% 4,038 21%
Financial income 100 0% 141 1%
Financial expenses (204) (1%) (193) (1%)
Profit (Loss) before tax 6,591 26% 3,985 21%
Income taxes (1,712) (7%) 1,906 10%
PROFIT / (LOSS) FOR THE YEAR (A) 4,879 19% 5,891 31%
Other Profits/(Losses) in the Comprehensive Income Statement net of the tax effect 4,879 19% 5,891 31%
Profits/(Losses) from re-measurement of liabilities for defined benefit schemes for employees (18) 0% (36) 10%
Cash flow Hedges 26 0% 3 31%
TOTAL COMPREHENSIVE PROFIT/(LOSS) FOR THE YEAR (A) + (B) 4,886 19% 5,858 31%

The operational management economic results for the financial year that ended on 31 December 2021 are as follows: total
revenues of EUR 25,142 thousand (EUR 19,135 thousand on 31 December 2020); EBITDA of EUR 7,762 thousand (EUR
5,010 thousand on 31 December 2020); EBIT of EUR 6,695 thousand ( EUR 4,038 thousand on 31 December 2020).

The decrease in the net profits for the financial year is attributable to the simple fiscal effect of the recognition of deferred
taxes in 2020 following the fiscal re-measurement; as proof of this, the result before tax of 2021 is significantly higher than
that of 2020.

Please note that, in 2020, “Income taxes” included the recognition of deferred taxes arised from the tax benefit that resulted

11
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from the re-measurement pursuant to the provisions of article 110 of (It.) Decree Law 104/2020 (converted with amendments

by (It.) Law 126/2020) in the financial statements of 31 December 2020, approved in accordance with the national
accounting principles and subject to derecognition on first adoption of the EU-IFRS.

Analysis of the reclassified equity data

in EUR thousands 31 December 2021 31 December 2020

Trade Receivables 9,636 6,527
Assets for work in progress on order 17,285 12,411
Inventories 5,549 2,951
Trade payables (3,341) (1,968)
Advance payments on work in progress (14,565) (11,769)
Net trade working capital 14,563 8,152
Other current assets 3,143 1,412
Tax payables (672) (768)
Other current liabilities (2,617) (1,376)
Net working capital 14,418 7,419
Tangible Assets 2,052 2,171
Right of use 1,868 1,882
Intangible assets 931 290
Investments in subsidiaries 50 50
Other non-current assets 0
Deferred tax assets 2,717 3,792
Defined benefit schemes (878) (656)
Provisions for risks and charges 0 (250)
Deferred tax liabilities (1) (14)
Net non-current assets 6,739 7,266
Net invested capital 21,157 14,685
Net debt (2,853) (1,268)
Equity (18,303) (13,417)
Total equity and net debt (21,157) (14,685)

The non-current assets on 31 December 2021 decreased by EUR 527 thousand compared to 31 December, due to the
combined effect of: 7) the decrease of tangible assets by EUR 118 thousand, mainly due to the recognition of the depreciation
quota for the period, if) the increase of intangible assets by EUR 641 thousand, mainly due to the capitalisation of
development costs, iii) the decrease of the provisions for risks and expenses by EUR 250 thousand due to the use of the
provision for losses from future orders, and iv) the decrease of deferred tax assets by EUR 1,075 thousand following the
preparation of the supplementary tax statements for the years 2018 and 2019 following the restatement made in the 2020
financial statements, to which we refer you for additional details.

The balance of the net working capital on 31 December 2021 amounts to EUR 14,418 thousand, an increase of EUR 6,999
thousand compared to the previous financial year (EUR 7,419 thousand on 31 December 2020); the increase recorded is
mainly attributable to the combined effect of:

i) the increase in trade receivables recorded during 2021 (an increase of EUR 3,109 thousand compared to 31
December 2020) that may mainly be attributed to the increase in shipments/sales in the fourth quarter of 2021
compared to Q4 2020 that is higher by EUR 2,205 thousand;

ii) the increase in items attributable to assets for works in progress on order (Assets for work in progress on order
net of advance payments for work in progress on order) which, compared to the previous financial year, were

12
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higher by EUR 2,078 thousand, in consideration of the progress of the order’s processing and contractually set
advance payments;

iii) the increase in warehouse inventories that amount to EUR 5,549 thousand (+ EUR 2,598 thousand compared to
31 December 2020), mainly attributable to the increase in semi-finished products and raw materials to meet
production needs, to the advance payments made during 2021 (EUR 769 thousand for sales concluded in 2022)
and in relation to the growth of the company’s turnover;

iv) the increase recorded in other current assets net of current liabilities, amounting to EUR 587 thousand, mainly
attributable to the significant tax credit following the supplementary tax statements. Moreover, please note that,
in 2021, among other assets, the costs relating to the listing on the stock exchange (in accordance with IAS 32),
for the amount of approximately EUR 500 thousand on 31 December 2021 were suspended.
Equity on 31 December 2021 is increased mainly due to the effect of the results for the period.

Please see the paragraph below in order to better understand the changes in net debt.

Analysis of net debt and net financial position

Below please find the evolution of net debt in the period between 31 December 2020 and 31 December 2021.

31 December 31 December

in EUR thousands 2021 2020 Change 2021 vs 2020
A. Cash 2 4 (2) (44%)
B. Cash equivalents 1,717 5,593 (3,876) (69%)
C. Other current financial assets 1,346 0 1,346 100%
D. Cash (A)+(B)+(C) 3,065 5,597 (2,532) (45%)
E. Current debt (including debt obligations, but excluding the current part of the non- 967) (3,505) 2,538 (72%)
current debt)

F. Current part of non-current debt (367) (376) 9 (2%)
G. Current debt (E)+(F) (1,334) (3,881) 2,547 (66%)
H. Net current debt (G)-(D) 1,732 1,716 16 1%
1. Non-current debt (excluding the current part and debt obligations) (2,926) (2,983) 58 (2%)
J. Debt obligations (1,659) 0 (1,659) 0%
K. Trade payables and other non-current payables 0 0 0 0%
L. Non-current debt (I)+(J)+(K) (4,585) (2,983) (1,601) 54%
M. Total debt (H)+(L) (2,853) (1,268) (1,586) 125%

The Company’s net debt amounts to EUR 2,853 thousand and EUR 1,268 thousand on 31 December 2021 and on 31
December 2020, respectively.

On 31 December 2021, net debt increased by EUR 1,586 thousand. This increase is mainly due to the combined effect of: (i)
the decrease in “Cash” by EUR 2,532, due to the effect of the cash absorbed by operational management and investments
during the financial year; (ii) the increase in “Non-current debts” by EUR 1,601 thousand, resulting from the stipulation of
new loans during 2021 (the last tranche of the MiSE [(It.) Ministry of Economic Development] loan of EUR 254 thousand
was disbursed) and the reclassification from “current” to “non-current” of the debt that refers to the Bond loan, the
“Obligations/Commitments to abstain from acting” covenant of which was not complied with on 31 December 2020 (for
more details, please see the following paragraph); (iii) the decrease in current debts by EUR 2,547 thousand that can be
mainly attributed to the repayment of the current quota of long-term loans and the reclassification mentioned in the previous
point.

On 21 December 2018, the Company issued an interest-bearing bond loan expiring on 21 December 2024, for the initial
nominal value of EUR 5 million, subscribed by an investor qualified pursuant to art. 2483 of the (It.) Civil Code.

The company has no existing loan contracts that require compliance with financial parameters and, during 2021, the
company obtained the deletion of the Covenant (“obligations and/or commitments to abstain from acting”) on the regulation
of the bond loan with regard to the obligation not to take on additional medium/long-term debt in any shape or form for a
principal amount individually higher than EUR 400 thousand per individual year, and in total higher than EUR 2,000
thousand for the entire term thereof.

Please note that, on 31 December 2021, the Company’s net debt, calculated net of the effect of the application of the standard
IFRS16, amounts to EUR 851 thousand (positive for EUR 699 thousand on 31 December 2020).
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Reclassified cash flow statement

Below please find the reclassified cash flow statement on 31 December 2021 compared to the previous financial year.

in EUR thousands 31.12.2021 31.12.2020

Profit before tax 6,591 3,985
Amortisation and depreciation and write-downs 1,019 939
Other non-monetary changes 1,223 337
Operating Cash Flow 8,832 5,261
Change in inventories (2,698) 245
Change in trade receivables (3,157) (2,854)
Change in Assets for work in progress on order and Advance payments on assets for work in progress (2,078) (903)
Change in trade payables 1,373 43
Change in other assets and liabilities (2,298) (389)
Change in Working Capital (8,858) (3,856)
Net (investments) in tangible fixed assets (459) (671)
Rights of use (*) (167) 93)
Net (investments) in intangible fixed assets (900) (166)
Net change in other non-current liabilities (33) 87)
Total non-current assets/liabilities 1,559) 1,017)
FREE CASH FLOW (1,586) 388
Initial net debt (1,268) (1,656)
Cash flow for the period (1,585) (388)
Final net debt (2,853) (1,268)

(*) Recognition of lease contracts pursuant to IFRS16, this item is not included in the Cash Flow Statement of the financial statements, as at the time of recognition of the right of
use’s value there are no monetary financial movements

During the financial year that ended on 31 December 2021, the operating cash flow of EUR 8,832 thousand was absorbed by
the change in Working Capital. The increased absorption of cash, compared to the previous financial year, amounts to EUR
5,002 thousand, and is mainly attributable to the following factors:

i) to the increase in warehouse inventories mainly attributable to the increase in semi-finished products and raw
materials to meet production needs, and to the advance payments of EUR 769 thousand made during 2021 for
sales concluded in 2022, and in relation to the growth of the company’s turnover;

ii) to the increase of trade receivables mainly as a result of the higher number of shipments/sales made in the
fourth quarter of 2021 compared to Q4 2020, as well as in relation to the growth of the company’s turnover;

iii) the increase in assets for works in progress on order (Assets for work in progress on order net of Advance
payments for work in progress on order), in consideration of the progress of the orders’ processing and
contractually set advance payments;

iv) the increase recorded in other current assets net of current liabilities, mainly attributable to the significant tax
credit following the supplementary tax statements. Moreover, please note that, in 2021, among other assets, the
costs relating to the listing on the stock exchange (in accordance with IAS 32), for the amount of approximately
EUR 500 thousand on 31 December 2021 were suspended.

During the financial year that ended on 31 December 2021, net investment activity and the net change in other non-current
liabilities absorbed cash of a total amount of EUR 1,559 thousand, an increase compared to the previous financial year, in
which net investment activities and the net change in other non-current liabilities absorbed cash for a total amount of EUR
1,017 thousand.

On 31 December 2021, therefore, the Company had absorbed cash-flow for a total of EUR 1,585 thousand, a decrease of
EUR 388 thousand compared to the previous period.
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Alternative Performance Measures (APM)

APMs refer to the measures used by the Company’s management to analyse the company’s trends and performances and that
derive directly from the financial statements. although they are not envisaged by the IAS/IFRS. Please note that the APMs, as
defined, may not be comparable to measures with the same name used by other companies.

Below please find the main economic indicators of the Company, referring to the financial year that ended on 31 December
2021 and the financial year that ended on 31 December 2020.

in EUR thousands, ratios and percentages 31.12.2021 31.12.2020 Change 2021 vs 2020
EBIT (1) 6,695 4,038 2,657 65.8%
EBIT margin (1) 26.6% 21.1% 5.5%

EBITDA (2) 7,762 5,010 2,752 54.9%
EBITDA margin (2) 30.9% 26.2% 4.7%

EBITDA Adjusted (3) 7,990 6,815 1,175 17.2%
EBITDA margin Adjusted (3) 31.8% 35.6% (3.8%)

ROS (6) 26.6% 21.1% 5.5%

Please note that the EBITDA adjusted for 2021 is 32% reducing than EBITDA adjusted for fiscal year 2020 (approximately
35.6%). EBITDA Adjusted for fiscal year 2021 is equal to Euro 7,990 thousand, increased about of EUR 1,175 thousand
(with a percentage growth of around 17%) than the EBITDA Adjusted if fiscal year 2020 (approximately Euro 6,815
thousand). The increase in absolute value terms is mainly caused by the growth of Total Revenues, instead, the percentage
decrease has to be mainly ascribed to the greater weight during 2021 than previous fiscal year, of sales of a significant
quantity of components and semifinished products at cost price, according to a commercial agreement signed during fiscal
year 2017 with a customer leader in the Aerospace and Defence sector Such components and semifinished products, once
assembled by the customer, enable to gain, starting from fiscal year 2022 as foreseen by the above mentioned agreement, the
Royalties linked to the customer’s final products, as they are subject to know-how licenses by the Company.

Please find below the main economic indicators of the Company, referring to the financial year that ended on 31 December
2021 and the financial year that ended on 31 December 2020.

in EUR thousands, ratios and percentages 31.12.2021 31.12.2020 Change 2021 vs 2020
ROE (4) 26.7% 43.9% (17.3%)
ROI (5) 31.6% 27.5% 4.1%

Please note that the decrease in ROE is attributable to an increase in Equity more than proportional compared to the increase
in the results for the financial year (as the company did not distribute dividends).

(1) EBIT is a measurement unit that can be used to assess the Company’s ability to generate profit exclusively from operational activity, excluding
the deduction of financial expenses and taxes. EBIT margin expresses EBIT as a percentage of the total revenues collected during the financial
year of reference.

(2) EBITDA is a measurement unit that can be used for the assessment of the Company’s operational performance; it is calculated as a profit or loss
for the financial year, gross of income taxes, revenues and financial expenses, amortisation and depreciation, write-downs and write-downs of net
financial assets. EBITDA margin is an indicator that measures the Company’s operational profitability as a percentage of the total revenues
collected during the financial year of reference and is defined as the ratio between the EBITDA and total revenues.

(3) EBITDA Adjusted is calculated as a profit or loss for the financial year, gross of income taxes, revenues and financial expenses, amortisation and
depreciation, write-downs and write-downs of net financial assets, foreign currency gains or losses, the effects of non-recurring transactions and
the effects of certain events and operations that the Management believes are not related to the Company’s operational performance. The
following elements were taken into account when calculating the Company’s indicator: in the financial year that ended on 31 December 2020, the
Company incurred costs for product development activities amounting to EUR 1,805 thousand; in the year that ended on 31 December 2021, this
type of cost, equal to EUR 816 thousand, was included in intangible fixed assets. On 31 December 2021, the company took into account non-
recurring costs of EUR 228 thousand, relating to a voluntary correction of errors. Please note that, in 2021, the Company capitalised the
development costs as they met the requirement of their future use, in accordance with what is laid down in the applicable accounting standards
(IAS 38). In order to make it possible to compare the economic data that also refer to previous financial years and to express the correct
operational profitability, the Company used the “EBITDA Adjusted” indicator, in the context of which, it, inter alia, neutralised, for the previous
financial years, the effect of development costs to which the capitalisation requirement would have applied.

(4) ROE is an indicator that measures profitability related to the Company’s equity capital. It is calculated as the ratio between the profits for the
financial year and the equity.

(5) ROIl is an indicator that shows profitability and economic efficiency in the management of normal operations, showing the ratio of EBIT and the
net capital invested (sum of the net non-current capital and the net working capital).

(6) ROS is an indicator that expresses the company’s profitability in relation to the revenue flow’s ability to generate income, and is expressed as the
ratio of EBIT to Total Revenues.

Below please find the main alternative performance measures relating to the equity data for the financial year that ended on
31 December 2021 and for the financial year that ended on 31 December 2020.
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in EUR thousands, ratios and percentages 31.12.2021 31.12.2020 Change 2021 vs 2020

Net Debt (1) 2,853 1,268 1,586 125.1%

Net Debt / Equity 0.16 0.09 0.07 77.8%

Net Debt / EBITDA (0.37) (0.25) (0.11) 45.3%
Average trade receivable collection days (2) 140 125 15 12.4%
Trade receivable turnover indicator (3) 2.6 29 (0.3) (11.0%)
Average trade payable payment days (4) 99.2 76.3 229 30.0%
Trade payable turnover indicator (5) 3.7 4.8 (1.1) (23.1%)
Warehouse turnover indicator (6) 1.6 22 (0.6) (27.3%)

Net non-current capital (7) 6,739 7,266 (527) (7.3%)

Net trade working capital (7) 14,563 8,152 6,412 78.7%

Net working capital - NWC (7) 14,418 7,419 6,999 94.3%

Net invested capital - NIC (7) 21,157 14,685 6,472 44.1%

Please note that the decrease in the inventory turnover indicator is attributable to the increase in warehouse stocks resulting
both from the increase of semi-finished products in order to meet production needs, and from the advance payments on raw
materials made during 2021 for sales concluded in 2022.

(1) As calculated in the paragraph Analysis of net debt and net financial position of this document.

(2) The average days for the collection of trade receivables indicate the average collection time of trade receivables from Company customers,
expressed in days. It is calculated as the ratio of (i) the trade receivables and (ii) total revenues. This ratio is multiplied by 365 days.

(3) The trade receivable turnover indicator is an indicator that expresses the number of times trade receivables are renewed during the year. It is
calculated as the ratio of (i) total revenues and (ii) the trade receivables at the end of the financial year.

(4) The average days for the payment of trade payables indicate the average payment time of trade payables to Company customers, expressed in
days. It is calculated as the ratio of: (i) trade payables and (ii) costs for raw materials, ancillary materials, consumables and goods, changes in
inventories and costs for trade services. This ratio is multiplied by 365 days.

(5) The trade payable turnover indicator is an indicator that expresses the number of times trade payables are renewed during the year. It is calculated
as the ratio of: (i) costs for raw materials, ancillary materials, consumables and goods, changes in inventories and costs for trade services; and (ii)
the trade payables at the end of the financial year.

(6) The warehouse turnover indicator is an indicator that expresses the number of times warehouse inventories are renewed during the year. The
indicator is calculated as the ratio of the sum of (i) costs for raw materials, ancillary materials, consumables and goods and (ii) the change in
inventories and (iii) the inventories at the end of the financial year.

(7) As calculated in the paragraph Analysis of reclassified equity data.

Investments

Investments relating to tangible fixed assets for the financial year that ended on 31 December 2021, amounting to EUR 459
thousand, mainly related to the purchase of machinery for production and instruments for expanding the production area.
Such investments aimed to increase the Company’s production capacity.

Intangible fixed assets are mainly related to the development activity performed during 2021, amounting to EUR 816
thousand. Such costs have been capitalised in the item “Development costs” for the amount of Euro 24 thousand and in the
item “Intangible fixed assets in progress” for the amount of EUR 792 thousand, respectively, as they relate to development
projects that are ongoing as of the fiscal year closing date.

Research and development activities

During 2021, company continued the intense research and development activity. Main projects followed up by the Company
are below reported:

A - New high-integration architectures

A project dedicated to the research, conception, design, and prototyping of innovative technologies for high-integration,
high-modularity and intrinsic redundancy technologies for inertial navigation and the definition of the related software and
hardware certification processes. The new, rapidly expanding, sector of Unmanned Aircraft Systems (UAS) with vertical
take-off and landing, electric Vertical Takeoff and Landing (eVTOL), requires new avionics that are simpler and more
compact for flight control, navigation and vehicle management. The avionics devices on the market (state of the art) are not
suitable for meeting all UAS requirements. The activities carried out and the innovative technical solutions of this
experimental development (product innovation) have made it possible to successfully define new architectures and solutions
aiming to bring about a significant evolution in inertial platforms and make them increasingly more compact and integrated,
also maintaining specific attention to “safety”’ (advantages for the entire sector of reference) and certification features.

This project is preparation for the development of new applications with the aim of obtaining new customers or of selling
them to existing customers as a new product.
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B - Algorithms and high-performance INS Self-calibration Instruments (submarine applications)

The project consists in the search for a technical solution for inertial navigation systems in the naval sector, in particular for
installations onboard submarines, that makes it possible to overcome certain critical issues that prevented the systems from
reaching high levels of performance in terms of the accuracy of the estimated geographical position for long periods of
navigation without the availability of help from satellite navigation systems (GNSS/GPS).

The main critical issue is linked to the fact that the inertial navigation system, in order to improve the accuracy of the data
provided, needs a long period of navigation and movement in various directions, with the help of the GNSS receiver, so as to
be able to estimate the sensors’ errors on different axes.

The technical solution on which this project is based makes it possible to autonomously make the rotations required to
estimate position measurement errors and therefore to compensate for them in order to improve performance.

C - High-performance accelerometers with MEMS technology

Study and prototyping of a newly conceived miniaturissd MEMS (Micro Electrical Mechanical System) accelerometer, with
accuracies such that, in combination with the FOG-PIC Project, dedicated to technology based on Fiber Optic Gyro (FOG),
they create competitive advantages and delivery solutions for more reliable, more precise and more compact navigation
systems, of a lower weight and power consumption.

This project relates to a transversal technology that will replace the technology that is currently used on existing customers.

D - MIMU-M

The MIMU-M project refers to a market of inertial navigation products, such as Attitude and Heading Reference Systems
(AHRS), based on MEMS technology, which, due to the sensor’s nature, covers an “average” accuracy band. With this
project the company intends to elevate MEMS technology to a significantly higher accuracy, reliability and performance
level with a series of innovative and original technological solutions that especially pertain to the MEMS sensor and its
correlation in AHRS.

This project relates to the development of new applications with the aim of obtaining new customers or of selling them to
existing customers as a new product.

E - TIGHTLY COUPLED

The project concerns the production of an innovative architecture for the close integration of the GNSS with an inertial
navigation system, with the use of lower-level complex data received by the GNSS receivers and the development of a
simulation environment to check the operation of such advanced systems in all possible operation scenarios.

This project relates to the development of new applications with the aim of obtaining new customers or of selling them to
existing customers as a new product.

F - FOG-PIC

The project concerns the experimental development of a subassembly, known as “FOG-PIC” (Fiber Optic Gyroscope
Photonic Integrated Circuit), and consists in the technological development, design, prototyping, and testing of an innovative
photonic device to be used as a strategic component inside a triad of gyroscopic sensors, for avionics applications in
advanced aerospace sectors. Such devices are used in Inertial Measurement Units (IMU) and Inertial Navigation Systems
(INS), for stabilisation and inertial navigation. The project led to the registration of a patent (still undergoing verification by
the competent authorities) and envisages two generations of devices based on completely different technologies, specifically:
- the first-generation FOG-PIC device that envisages the integration of critical optical components on a traditional optic
sublayer and has been partly financed by (It.) Law of 24 December 1985, no. 808, with funds of the MiSE [(It.) Ministry of
Economic Development] for industry in the acrospace, defence and security sector.

- the second-generation FOG-PIC device that envisages the integration of critical optical components on an exotic optic
sublayer and has been co-financed by the funds deriving from the General Defence Secretariat in the context of the National
Military Research Plan (PNRM).

This project relates to a transversal technology that will replace the technology that is currently used on existing customers.

G - Evolution of #1 and #2 mining products

The project aims to innovate and improve the technologies and solutions available for the instruments sector in support of
mining and oil-drilling exploration. The goal is to meet the customers’ needs to offer systems with increasingly higher
reliability and repeatability levels and that are perfectly suited to the customers’ operational requirements.

One of the objectives is to create a new family of inertial products that are easier to use, which may be powered by batteries
and no longer through power supply cables, with obvious portability and usability advantages on the market, thanks to the
fact that they are lighter and more reliable, and because they lower management costs.

Social, political and labor environment
Business Team is framed into Metal-mechanic employees' national agreement and the Company strongly promotes own

employees with bonuses, salaries increases and other incentives. The low personnel turnover and the capacity to engage
talented resources from all over the world is the proof that such politic is effectiveness and must continue in the future.
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Main risks and uncertainties

The Company’s activity is exposed to a series of financial risks that can influence its financial situation, the economic result
and the cash flows through the related impact on financial instrument transactions carried out. Below please find the main
information relating to the policies for managing the Company’s financial risks.

Credit risk

Given that it operates in both national and international markets, the Company is exposed to the risk that its customers may
delay the fulfilment of or not fulfil their obligations to pay within the timeframes and by the means agreed and that the
internal procedures adopted to assess the customers’ creditworthiness and solvency are not sufficient to guarantee the
collection of the amounts due. The provision for write-downs of receivables reflects the expected losses, calculated
throughout the life of such assets. The estimate of the expected losses is based on a twin approach that envisages the
individual analysis of each more material customer and a collective analysis that puts customers with similar characteristics
in groups. The positions which are found to be fully or partially ineligible are subject to individual write-down. In such case,
the amount of the write-down takes into account an estimate of the recoverable flows depending on the delay of the
payments. Conversely, all other positions are subject to collective measurement with the use of a provisions matrix based on
the seniority of receivables and on the experience of actual losses sustained. The historical information used in the definition
of the provision matrix is suitable for reflecting current and prospective information on macroeconomic factors that influence
the customers’ ability to settle their debts.

The value of receivables due to expire, gross of the provision for write-downs of receivables, for the financial year that ended
on 31 December 2021 and for the financial year that ended on 31 December 2020 amounts to EUR 5,521 thousand and EUR
2,273 thousand, respectively. Receivables past due, gross of the provision for write-downs of receivables, for the financial
year that ended on 31 December 2021 and for the financial year that ended on 31 December 2020 amount to EUR 4,251
thousand (44% of the total amount of gross trade receivables) and to EUR 4,341 thousand (66% of the total amount of gross
trade receivables).

Of these receivables past due, the part that refers to positions past due for over 90 days, for the financial year that ended on
31 December 2021 and for the financial year that ended on 31 December 2020, amounts to EUR 620 thousand and EUR 724
thousand, respectively. Between 31 December 2021 and 31 December 2020, positions past due for over 90 days decreased by
EUR 104 thousand (13%).

The amount of receivables past due over 90 days net of the Provision for write-downs of receivables amounts to EUR 484
thousand and refers, for EUR 128 thousand, to the VAT receivable relating to a trade receivable recognised as a loss in the
previous financial years; the remaining part is attributable to receivables from customers of consolidated reliability who were
granted an additional payment extension with a view to commercial growth.

Moreover, please note that the total trade receivables, increased in the fourth quarter of 2021 due to the significant increase in
shipments, decreased by approximately EUR 2,000 thousand in the first months of 2022, a symptom of a return to normal
operation trends.

Liquidity risk

The Company’s liquidity situations depends, on one hand, on the funds generated by or used in operating and investing
activities and, on the other hand, on the debt lending period and its renewal features or the liquidity of the funds employed
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and market terms and conditions. Cash flows, financing needs, and the Company’s liquidity are closely monitored and
managed by:

e maintaining an adequate level of available liquidity;

e diversifying the instruments for locating financial resources;

e obtaining adequate credit lines;

e monitoring future liquidity conditions, in relation to the corporate planning process.

Interest rate risk

The interest rate risk consists in the risk that the value of a financial instrument, and/or the level of cash flows generated
thereby, will vary as a result of market interest rate fluctuations. On 31 December 2021, the total debt exposure at variable
rate amounts to EUR 2,484 thousand (63% of the total debt exposure relating to medium/long-term financial liabilities,
including the current quota), mainly linked to the variations in the 3-month EURIBOR, while the total debt exposure at fixed
rate amounts to EUR 1,433 thousand (37% of the total debt exposure). Exposure to interest rate risk derives from the need to
finance operating activities, in both their industrial component and the financial component of obtaining such activities, and
from the need to use available liquidity. The variation in the market interest rates may have a negative or positive impact on
the Company’s economic result, having an indirect effect on the costs and yields of financing and investment operations. The
Company regularly measures its exposure to interest rate risk and manages such risks with the use of financial derivative
instruments. The use of financial derivative instruments is reserved for the management of exposure to the fluctuations of the
interest rates relating to monetary flows and speculative activities are neither put in place nor allowed. The only instrument
used for this purpose is the Interest Rate Swap (IRS). The debt exposure at variable rate on 31 December 2021, amounting to
EUR 2,500 thousand (notional value), is thus fully hedged by IRS.

Below please find details relating to the hedging derivative instruments subscribed:

31 December 2021
In EUR thousands Contractual notional Notional 0;03211 December Variable Rate | Fixed rate | Expiry | Fair value
UNICREDIT IRS PROTETTO (5,000) (2,500)| Euribor 3M 2%| 20/12/2024 (26)
PAYER
Total (5,000) (2,500) (26)

Risks related to the availability and the costs of the materials and components necessary for the development of the activity

If there were difficulties in finding the raw materials of the components and semi-finished products or they were not
available, the company would be subject to the risk to delay or stop the production process with a consequent extension in
delivery deadlines agreed with customers.

The unavailability, even if momentary, of raw materials, components and semi-finished products necessary for the
production cycle or any unpredictable or not manageable prices increases could significantly compromise the Company’s
ability to respond to market demand for own products.

In addition, the price of raw materials, components and semi-finished products, necessary for the realization of the
Company’s products, and more specifically electronic components and raw materials for mechanical processing, is
subject to the risk of fluctuations, even important, which depend essentially on external factors and not on the
Company.

On this point the Company carries out periodic reviews of the requirements on the basis of the expected production
volumes in order to ensure the availability of the materials necessary to maintain its production capacity. Excepting for
some challenges and difficulties in the procurement of electronic materials, which the Company overcome by an
accurate planning of its demands so far, no particular events occurred to compromise the proper inventory level in
order to support the production activity.
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Relationships with subsidiaries, associated and parent companies, and sister companies

For the relationships with subsidiaries, associated and parent companies, and sister companies, please see the analytical
information in the comments to these financial statements, and as required by art. 2497-bis of the (It.) Civil Code.
For more details, please see the paragraph “Operations with related parties” of the Notes to the Financial Statements.

Signed by
Andrea Pizzarulli
Chairman of the Board of Directors and CEO
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Financial Statements

Statement of financial situation

(in EUR) Notes 31 December 2021 31 December 2020
ASSETS

Non-current assets

Intangible assets 6.1 930,893 289,798
Right-of-use assets 6.2 1,867,827 1,882,498
Tangible assets 6.3 2,052,479 2,170,874
Investments in subsidiaries and other financial assets 6.4 50,001 50,282
Deferred tax assets 6.5 2,716,866 3,791,685
Total non-current assets 7,618,066 8,185,136
Current assets

Inventories 6.6 5,548,519 2,950,863
Trade receivables 6.7 9,635,848 6,527,072
Assets for work in progress on order 6.8 17,284,535 12,410,848
Other receivables and current assets 6.9 3,143,435 1,411,740
Current financial assets 6.10 1,346,041 0
Cash 6.11 1,719,184 5,596,905
Total current assets 38,677,561 28,897,428
TOTAL ASSETS 46,295,627 37,082,564
(in EUR) Notes 31 December 2021 31 December 2020

Share capital 500,000 500,000
Reserves 12,924,792 7,025,703
Net profit 4,878,619 5,891,315
Total Net Equity 6.12 18,303,411 13,417,018
Non-current liabilities

Non-current financial liabilities 6.13 2,724,701 1,155,350
Non-current lease liabilities 6.2 1,860,075 1,828,137
Deferred tax liabilities 6.5 1,154 13,577
Defined benefit schemes 6.14 878,173 655,934
Provisions for risks and charges 6.15 0 249,926
Total non-current liabilities 5,464,103 3,902,925
Current liabilities

Current financial liabilities 6.13 1,191,659 3,742,501
Current lease liabilities 6.2 142,002 138,572
Trade payables 6.16 3,340,891 1,967,692
Advance payments on assets for work in progress 6.8 14,564,765 11,769,412
Tax payables 6.17 672,248 768,273
Other current payables and liabilities 6.18 2,616,548 1,376,172
Total current liabilities 22,528,113 19,762,621
TOTAL LIABILITIES AND NET EQUITY 46,295,627 37,082,564
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Income statement

(in EUR) Notes 31 December 2021 31 December 2020
Operating revenues 7.1 24,997,804 18,288,036
Other revenues and income 7.2 144,085 847,403
Total Revenues 25,141,890 19,135,439
Raw material costs and change in inventories 7.3 8,669,186 6,549,214
Personnel costs 7.4 4,672,884 4,254,554
Services costs 7.5 3,626,831 2,866,879
Other operating costs 7.6 410,705 454,746
Write-downs of net financial assets 7.7 48,994 33,070
Amortisation and depreciation and write-downs 7.8 1,018,522 939,469
Operating profit 6,694,767 4,037,507
Financial income 7.9 99,714 140,597
Financial expenses 7.9 (203,978) (192,838)
Profit before tax 6,590,503 3,985,266
Income taxes 7.10 (1,711,884) 1,906,049
Net profit 4,878,619 5,891,315
Basic earnings per share 7.11 9.76 11.78
Diluted earnings per share 7.11 9.76 11.78
Statement of comprehensive income
(in EUR) Notes 31 December 2021 31 December 2020
Net profit 4,878,619 5,891,315
Other comprehensive gains/(losses) that will subsequently be 0 0
reclassified in the profit/(loss) for the year:
ilrsont:ﬁ/rg:riss) on the effective portion of cash flow hedge 2 B 25.963 3.171
;[;(;::L:)etll:ter components of the comprehensive income 25,963 3,171
Other components of the comprehensive income statement
that will not be reclassified in the income statement of 0 0
subsequent financial years
Actuarial profits (losses) for defined benefit schemes (6) ii (18,189) (36,339)
;l;(;:z:l:):::ter components of the comprehensive income (18,189) (36,339)
Comprehensive net profit 4,886,393 5,858,148
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(in EUR)

Notes

Share
capital

Reserves

Legal
reserve

Extraordinary
reserve

Cash flow
hedge
instruments
reserve

EU-IFRS
first-time
adoption
reserve

Actuarial
profit and loss
reserve

Other
reserves

Retained
earnings
(losses)

Net profit

Total net
equity

1 January
2020

6.12

500,000

100,000

6,735,007

(48,826)

(32,454)

(37,033)

357

(3,487,305)

3,813,707

7,543,452

Net profit

0

0

0

0

0

0

0

0

5,891,315

5,891,315

Total other
components
of the
comprehensiv
e income
statement

3,171

(36,339)

(33,168)

Comprehensiv
e net profit

3,171

(36,339)

5,891,315

5,858,147

Allocation of
the net profit
of the

previous year

2,386,995

2,244

1,424,468

(3,813,707)

Other
movements

0

15,418

0

15,418

Dividends
distributed

0

0

0

0

31 December
2020

6.12

500,000

100,000

9,122,002

(45,655)

(32,454)

(73,372)

2,600

(2,047,419)

5,891,315

13,417,018

1 January
2021

6.12

500,000

100,000

9,122,002

(45,655)

(32,454)

(73,372)

2,600

(2,047,419)

5,891,315

13,417,018

Net profit

0

0

0

0

0

0

0

4,878,619

4,878,619

Total other
components
of the
comprehensiv
e income
statement

25,963

(18,189)

7,773

Comprehensiv
e net profit

25,963

(18,189)

4,878,619

4,886,392

Allocation of
the net profit
of the

previous year

1,332,613

(2,600)

4,561,302

(5,891,315)

Other
movements

0

0

Dividends
distributed

0

0

0

31 December
2021

6.12

500,000

100,000

10,454,616

(19,692)

(32,454)

(91,561)

2,513,883

4,878,619

18,303,411
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Cash Flow Statement

in EUR thousands Notes el Dzegginber = Dzeg;:)nber
Net Profit 4,878,619 5,891,315
- Adjustments for:
Income Tax 7.10 1,711,884 (1,906,049)
Amortisation/depreciation 7.7.-7.8 1,018,522 939,469
Capital losses / (capital gains) for disposal 72-7.6 (150) 4,548
Financial expenses / (income) 7.9 104,265 52,241
Other non-monetary changes 1,118,711 279,955
Cas'h flow generated / (absorbed) by operating activities before changes in the net working 8,831,851 5,261,479
capital
Change in inventories 6.6 (2,697,656) 245,407
Change in trade receivables 6.7 (3,157,490) (2,854,051)
Change in Assets for work in progress on order and Advance payments on work in progress 6.8 (2,078,333) (902,642)
Change in trade payables 6.15 1,373,199 43,473
Change in other assets and liabilities 6.9-6.17 (1,024,474) 246,867
Cash flow generated / (absorbed) by operating activity 1,247,097 2,040,533
Change in provisions for risks and Defined benefit schemes 6.13 - 6.14 (262,605) (80,573)
Tax paid 7.10 (1,010,694) (554,797)
Net cash flow generated / (absorbed) by operating activity (A) (26,202) 1,405,163
Investments/Disposals in fixed assets 6.3 (459,418) (671,495)
Investments/Disposals in intangible assets 6.1 (899,997) (165,719)
Net cash flow generated / (absorbed) by investment activity (B) (1,359,415) (837,215)
New loans 6.12 254,362 777,720
Loans repayment 6.12 (1,226,291) (1,260,604)
Repayment of lease liabilities 6.2 (141,330) (123,243)
Financial expenses paid 7.9 (104,965) (113,676)
Financial income collected 7.9 72,162 27,073
Financial assets 6.10 (1,346,041) 0
Net cash flow generated/(absorbed) by financial activity (C) (2,492,104) (1,470,450)
Total change in cash and cash equivalents (A)+(B)+(C) (3,877,721) (902,502)
Cash and cash equivalent at the beginning of the year 5,596,905 5,691,922
Total change in cash and cash equivalents (3,877,721) (902,502)
Cash and cash equivalents at the end of the year 1,719,184 4,789,420
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NOTES TO THE FINANCIAL STATEMENTS AT 31 DECEMBER 2021

1. General information
1.1 Foreword

Civitanavi Systems S.p.A. (hereinafter “Civitanavi” or the “Company”) is a company incorporated and domiciled in Italy,
with registered office in Pedaso (FM), Via del Progresso no. 5, organised in accordance with the legal system of the Italian
Republic.

Civitanavi is controlled by the company Civitanavi Systems Ltd, which directly owns 72.58% of the share capital, while the
remaining quota is owned by floating shareholders.

The company is not subject to management and coordination by CIVITANAVI SYSTEMS LTD and, by virtue of a decision
dated 13/10/2021, the Civitanavi Board of Directors declared that there is no coordination activity, pursuant to art. 2497 et
seq. of the (It.) Civil Code, by Civitanavi Systems Ltd; in particular it noted that Civitanavi Systems Ltd (i) does not exercise
any active influence on the life of the Company, which results in complete autonomy of action by the directors of the latter;
(ii) does not prepare strategic, industrial, financial, commercial and budgetary plans for the Company; (iii) does not define or
influence the Company’s commercial or market strategies (iv) does not exercise effective decision-making powers over the
Company (v) limits the relationship with the Company to the simple exercise of the administrative and capital rights deriving
from the status of shareholder.

Please note that the Swiss Company is not part of a group and, during 2021, there was a single transaction between
Civitanavi Systems S.p.A. and Civitanavi Systems Ltd in relation to the sale of the trademark; please see paragraph 6.1 for
more details. In addiction the Company does not own shares of Civitanavi Systems Ltd, also through trust companies or
interposed person.

The company operates in the design, development and production of inertial navigation and stabilisation systems used in the
industrial (mining, oil & gas) and aerospace and defence (naval, land, aeronautics, and space) segments. The Company is a
vertically integrated supplier of highly accurate systems, designed and manufactured with proprietary methods and
techniques, based on FOG (Fiber Optic Gyroscope) and MEMS (Micro Electro Mechanical Systems) technology, possibly
also integrated with other satellite navigation devices (GPS, air speed data, odometers, etc.). The inertial navigation and
stabilisation systems produced by the Company, thanks to the application of the aforementioned FOG and MEMS
technologies, enable (i) autonomous and high-precision inertial navigation (without a GPS), (ii) stabilisation, (iij) precise
orientation (direction with reference to the geographical north) of the mobile device on which they are applied. The company
carries out its activity at the registered office and production site of Pedaso (FM) and at two additional sites, in Ardea (RM)
and in Casoria (NA). The Pedaso (FM) site hosts the administrative structure, the sales structure, the main research and
development centre, as well as the prototyping and industrial production plants. In 2020, Civitanavi incorporated a company
in London, mainly dedicated to sales activities; it is not yet operational in 2021.

The Financial Statements as at 31 December 2021 has been drawn up in compliance with EU-IFRS. The Statements
submitted for Your approval closes with a total profit of EUR 4,879 thousand, once accounted taxes for EUR 1,712 thousand
and amortization and depreciation totaling EUR 1,019 thousand. The Directors' Report on Operations has the aim to provide
information about the situation of the Company and overall business performances and in the different divisions it is
operating, also through subsidiaries, and it is drawn up in accordance with Art. 2428 of the Italian Civil Code.

The Financial Statements have been arranged in XTHML format in compliance with the dispositions of Delegated
Regulation (EU) 5019/815 of the European Commission about technical rules relating to the specification of the single
electronic communication format (ESEF — European Single Electronic Format - “Delegated Regulation™).

2. Summary of the accounting standards adopted

2.1 Preparation basis

These financial statements for the financial year that ended on 31 December 2021 (hereinafter the “Financial Statements of
31 December 2021”) were drafted by the Company in accordance with the International Accounting Standards (hereinafter
also “EU-IFRS”).

Please note that the Company does not draw up the consolidated financial statement as the Civitanavi UK subsidiary is not
relevant for truthful and correct representation of the patrimonial, financial and economic situation of the Group in
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compliance with legislative decree 127/1991 and following amendments.

Below please find the main accounting criteria and standards applied in the preparation of the Financial Statements of 31
December 2021.

2.2 Declaration of conformity with the international accounting standards

The Financial Statements of 31 December 2021 were drafted in compliance with the International Accounting Standards
approved by the European Commission and in force at such date. The term “EU-IFRS” means all the “International
Financial Reporting Standards”, all the “International Accounting Standards” (IAS) and all interpretations of the
“International Financial Reporting Interpretations Committee” (IFRIC), previously known as “Standing Interpretations
Committee” (SIC).

The financial statements were drafted based on the going concern principle. In fact, the directors assessed that, although the
company operates in a general economic and financial context characterised by the effects of the Covid-19 pandemic, there
are no significant uncertainties regarding business continuity.

2.3 General drafting principles

The Financial Statements of 31 December 2021 consist of the mandatory accounting statements envisaged by the standard
IAS 1, i.e. of the statement of financial situation, of the income statement, of the comprehensive income statement, of the
table of changes in equity, and of the cash flow statement, as well as of the notes to the financial statements, and are
accompanied by the report of the Board of Directors on business performance.

The Company has opted to structure the income statement by nature of expenditure, while the assets and liabilities of the
statement of financial situation are divided between current and non-current. The cash flow statement sdrafted using the
indirect method. The charts used are those that best represent the Company’s economic and financial situation.

An asset is classified as current when:

e it is assumed that such asset will be realised, or if it is held for sale or consumption, during the normal
performance of the operating cycle;

e it is held mainly with the purpose of being traded;
e itis assumed that it will be realised within twelve months from the end date of the financial year;

e it consists of cash or cash equivalents (unless its exchange or use to settle a liability is not allowed for at least
twelve months from the end date of the financial year).

All other assets are classified as non-current. In particular, the standard IAS 1 includes tangible assets, intangible assets and
long-term financial assets in non-current assets.

A liability is classified as current when:
e it is foreseen that it will be settled during the normal operating cycle;
e it is held mainly with the purpose of being traded;
e it will be extinguished within twelve months from the end date of the financial year;

e there is no unconditional right to defer its settlement for at least twelve months from the end date of the financial
year. The clauses of a liability that may, at the discretion of the counterparty, lead to its settlement with the issue
of equity instruments do not impact on its classification.

All other liabilities are classified by the undertaking as non-current.
The operating cycle is the time that elapses between the purchase of goods for the production process and their realisation in
cash or cash equivalents. Where the normal operating cycle is not clearly identifiable, it is assumed that it has a duration of

twelve months.

The Financial Statements of 31 December 2021 were drafted in Euros, the Company’s operating currency. The financial,
equity, economic situations, the comment information notes and the tables are expressed in Euros, unless otherwise indicated.

The Financial Statements of 31 December 2021 were prepared:

e based on the best knowledge of the EU-IFRS and taking into account the best legal and accounting theory on the
matter; any future guidelines and updates in interpretation will be reflected in subsequent financial years, by the
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means envisaged by the accounting standards of reference at any given time;

e on a going concern basis, in accordance with the principle of accrual accounting, in compliance with the
principle of the relevance and materiality of the information, of prevalence of substance over form, and with a
view to promoting consistency with future presentations. The assets and liabilities, the costs and revenues are not
mutually offset, unless this is allowed or required by the International Accounting Standards;

e on the basis of the conventional historical cost criterion, except for the measurement of financial assets and
liabilities in cases where the application of the fair value criterion is mandatory, and for the financial statements
of companies that operate in economies subject to hyperinflation, drafted on the basis of the current costs
criterion.

24 Accounting standards and measurement criteria

Below please find a description of the criteria adopted with reference to the classification, recognition, measurement, and
deletion of the various assets and liabilities items, as well as the criteria for the recognition of income components.

Intangible assets

An intangible asset is an asset which meets the following conditions simultaneously:
it is identifiable;

it is non-monetary;

it is without physical substance;

it is controlled by the undertaking that drafts the financial statements;

it is expected to produce future economic benefits for the undertaking.

If an asset does not meet the aforementioned requirements to be defined as an intangible asset, the expenses incurred to
purchase the asset or to generate it internally are accounted as a cost for the amount in which they were incurred.

Intangible assets are initially recognised at cost. The cost of intangible assets purchased from the outside includes the
purchase price and any directly attributable costs.

The goodwill generated internally is not recognised as an asset; the same applies to intangible assets deriving from research
(or the research stage of an internal project).

An intangible asset deriving from the development or the development stage of an internal project is recognised if it is proven
to meet the following conditions:

e the technical feasibility of completing the intangible asset so that it is available for use or for sale;

e the intention to complete the intangible asset to use or sell it;

e the ability to use or sell the intangible asset;

e the way in which the intangible asset is able to generate the future economic benefits and, in particular, the
existence of a market for the product of the intangible asset or for the intangible asset itself, or, if it must be used
for internal purposes, its utility;

e the availability of technical, financial or other resources that are sufficient to complete the development and for
the use or sale of the asset;

e the ability to reliably measure the cost attributable to the intangible asset during its development.

Intangible assets are measured with the use of the cost method in accordance with one of the two different criteria envisaged
by IAS 38 (cost model or revaluation model). The cost model envisages that after initial recognition intangible assets should

be carried at cost less accumulated amortisation and any accumulated impairment losses.

Below please find the useful life estimated by the Company for the various categories of intangible assets:

Intangible asset category Amortisation rate
Computer software use licences 33.33%
Trademark 5.56%
Development costs 20%

The following main intangible assets can be identified in the context of the Company:

(a) Intangible assets with a finite life
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Intangible assets with a finite life are recognised at cost, as described above, net of accumulated amortisation and any
impairments.

The amortisation starts at the time the asset is available for use and is spread systematically in relation to the residual
possibility that such asset will be used, i.e. based on the estimated useful life; the criteria indicated in the paragraphs
“Tangible assets” and “Impairment of tangible and intangible assets and of right-of-use assets”, respectively, apply to the
value to be amortised and the recoverability of the recorded value.

(b) Internally generated intangible assets - research and development costs

Research costs are included in the income statement in the period in which they were incurred.
Internally generated intangible assets deriving from the technological development of the company’s products are recorded in
the assets, only if the following conditions are met:

e the asset is identifiable;
e it is probable that the asset created will generate future economic benefits;
e the asset’s development costs can be reliably measured.

Capitalised development costs include just the expenses incurred that can be directly attributed to the development process
and mainly refer to the hours used by highly specialised internal personnel.

Such intangible assets with a finite life are amortised on a linear basis during the related useful lives of the product, generally
equal to five years.

It is deemed that five years is the average period beyond which the product may require an update of the software, of the
electronic components of reference, or of the technology.

Any impairments, as well as any reversals are calculated using the same methods reported below in the section relating to the
“Impairment of tangible and intangible assets and of right-of-use assets”.

When internally generated assets cannot be recorded in the financial statements, the development costs are included in the
income statement for the financial year in which they were incurred.

Right-of-use and lease assets and liabilities

In accordance with IFRS 16, a contract is, or contains, a lease if it conveys the right to control the use of an identified asset
for a period of time in exchange for a fee. The contract is assessed anew to ascertain whether it is, or contains, a lease only if
the contract’s terms and conditions are amended.

In the case of contracts that are, or contain, a lease, each lease component is separated from the non-lease components, unless
the Company applies the practical expedient laid down in paragraph 15 of IFRS 16. Such practical expedient makes it
possible for the lessee to choose, for each underlying asset class, not to separate the non-lease components from the lease
components and to account for each lease component and the associated non-lease components as a single lease component.

The term of the lease is defined as the lease period that may not be cancelled, to which both following periods are added:
e periods covered by an extension option if exercise of that option by the lessee is reasonably certain; and
e periods covered by a termination option if the lessee is reasonably certain not to exercise that option.

The assessment of whether the lessee is reasonably certain to exercise the option to extend the lease or not to exercise the
option to terminate the lease takes into account all relevant facts and circumstances that create an economic incentive for the
lessee to exercise the option to extend the lease or not to exercise the option to terminate the lease. In case of change in the
non-cancellable period of the lease, the lessee must once more define the term of the lease.
The Company recognises the right-of-use asset and the related lease liability on the commencement date.
On the commencement date, the right-of-use asset is measured at cost. The cost of the right-of-use asset includes:

a) the amount of the initial measurement of the lease liability;

b) the payments due for the lease made on or before the commencement date net of lease incentives received;

c) the initial direct costs incurred by the lessee; and

d) the estimate of the costs that the lessee will have to incur for the decommissioning and removal of the underlying
asset and for the restoration of the site where it is located or for the return of the underlying asset to the conditions
envisaged by the lease’s terms and conditions, unless such costs are incurred for the production of the inventories.
The lessee takes on the obligation that relates to the aforementioned costs on the commencement date or as a
consequence of the use of the underlying asset for a specific period.
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On the commencement date, the lessee must measure the lease liability at the current value of the payments due for the lease
that have not been made as of such date. The payments due for the lease include the following amounts:
a) the fixed payments, net of any lease incentives to be received,;
b) the variable payments due for the lease that depend from an indicator or a rate, initially measured using an
indicator or a rate on the commencement date;
c) the amounts that it is foreseen that the lessee must pay as residual value guarantees;
d) the price of the exercise of the purchase option, if the lessee is reasonably certain to exercise the option; and

e) the penalties for the termination of the lease, if the term of the lease takes into account the exercise by the lessee
of the option to terminate the lease.

The payments due for the lease must be updated using the implicit interest rate of the lease, if it is easy to determine. If that is
not possible, the lessee must use its incremental borrowing rate of interest, i.e. the incremental interest rate that the company
should pay to obtain a loan of the same term and amount as the lease contract.

Subsequently to the initial recognition, the right-of-use asset is measured at cost:
a) net of accumulated amortisation and accumulated impairments; and
b) adjusted to take into account any re-measurements of the lease liability.

Subsequently to the initial recognition, the lease liability is measured:
a) by increasing the carrying amount to take into account the interest on the lease liability;
b) by decreasing the carrying amount to take into account the payments due for the lease that have been made; and
c) by remeasuring the carrying amount to take into account any new measurements or amendments of the lease or
the review of the payments due for the lease fixed in the substance.

In case of amendments to the lease that do not constitute a separate lease, the right-to-use asset is remeasured (upwards or
downwards), consistently with the change in the lease liability on the date of the amendment. The lease liability is
remeasured based on the new conditions envisaged by the lease contract, using the discount rate on the date of the
amendment.

Please note that the Company makes use of the exemption envisaged by IFRS 16, with reference to leases of assets of a
modest value (i.e. when the value of the underlying asset, if new, is lower than, for example, USD 5.000). In such cases, the
right-of-use asset and the related lease liability are not recognised and the payments due for the lease are recognised in the
income statement.

The Company has decided not to take advantage of the exemption envisaged by IFRS 16 in relation to short-term leases (i.e.
lease contracts with a term of or lower than 12 months from the commencement date).

Lessors must classify each lease as an operating lease or a finance lease. A lease is classified as a finance lease if it transfers
substantially all the risks and rewards incidental to ownership of an underlying asset. A lease is classified as an operating
lease if it does not transfer substantially all the risks and rewards incidental to ownership of an underlying asset. In the case
of finance leases, on the commencement date the lessor must recognise in the statement of financial situation the assets held
under a finance lease and record them as a receivable of a value equal to the lease’s net investment. In the case of operating
leases, the lessor must recognise the payments due as income on a straight-line basis or on another systematic basis. The
lessor must also recognise the costs, including amortisation, incurred to realise the lease income.

Tangible assets

Buildings, plant and equipment are accounted for among tangible assets only when all of the following conditions are met:

e it is probable that the undertaking will reap the future economic benefits attributable to the good,
e the cost may be reliably determined.

Tangible assets are initially measured at cost, defined as the monetary amount or equivalent paid or the fair value of other
considerations paid to purchase an asset, at the time of purchase or replacement. Subsequently to the initial recognition,
tangible assets are measured with the cost method, net of recognised depreciation quotas and of any accumulated impairment.

The cost includes the expenses directly incurred to make it possibly to use the assets, as well as any decommissioning and

removal expenses that will be incurred as a consequence of contractual obligations that require that the asset be returned to its
initial condition.
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The expenses incurred for ordinary and/or cyclical maintenance and repairs are directly included in the income statement
when they are incurred. Costs pertaining to the expansion, modernisation or improvement of structural elements owned or
used by third parties are capitalised within the limits to which they meet the criteria for being classified separately as assets
or parts of an asset.

The depreciation criterion used for tangible assets is the straight-line method throughout their useful life.

Below please find the useful life estimated by the Company for the various categories of tangible assets:

Tangible asset category Amortisation rate
Electronic office machines 20%
Furnishings 15%

Air conditioning system 15%
Alarm system 30%
Electrical system 10%
Industrial and sundry and minor equipment 15%
Machinery 15%
Telephone system 20%
Other assets 15%

At the end of every financial year, the company checks whether there were significant changes in the expected characteristics
of the economic benefits deriving from the capitalised assets and, if that is the case, amends the depreciation criterion, which
is considered as a change in estimate in accordance with the provisions of the standard IAS 8.

The value of the tangible asset is fully written off when it is disposed of or when the undertaking expects that it cannot derive
any economic benefit from its sale.

Capital grants are recognised when there is a reasonable certainty that they will be collected and that all of the conditions
required for collection have been met. Capital grants are then booked as deferred income when collected and recognised as
income on a pro-rata basis over the useful lives of the respective assets.

Impairment of tangible and intangible assets and right-of-use assets

At each financial statements reference date, the company performs a check that aims to ascertain whether there are indicators
that the tangible, intangible and right-of-use assets may have been impaired. Both internal and external information sources
are taken into account for this purpose. In relation to the former (internal sources), the company takes into account: the
obsolescence or physical deterioration of the asset, any significant changes in the asset’s use, and the performance of the
asset compared to what is foreseen. With regard to external sources, the company takes into account: the market price trends
of the asset, any technological, market or regulatory advances, the market interest rate trends or the trend of the cost of
capital used to measure the investments.

If the presence of such indicators is identified, the recoverable value of such assets is estimated, including any write-downs
compared to the related book value in the comprehensive income statement. The recoverable value of an asset is the higher of
the fair value, net of ancillary sale costs, and the costs of sale, and the related use value, determined by discounting the future
cash flows estimated for such asset, including, if they are significant and reasonably determinable, those deriving from the
sale at the end of the related useful life, net of any disposal expenses. In determining the use value, expected future cash
flows are discounted using a discount rate gross of tax that reflects the current market measurements of the cost of money, in
relation to the investment period and the specific risks of the business. In the case of assets that do not produce broadly
independent cash flows, the recoverable value is determined in relation to the cash generating unit to which the assets belong.

Value impairments are recognised to the comprehensive income statement, if the carrying amount of the asset — or of the
relevant CGU to which the asset belongs — is higher than its recoverable value. Impairment losses of CGUs are first taken as
a reduction in the carrying amount of any allocated goodwill and then as a reduction in the other assets proportionally to their
carrying amount and within the limits of the related recoverable value. If the basis for previously-applied impairment should
cease to exist, the carrying amount of the asset is restored and allocated to the income statement, up to the limits of the net
book value that the asset in question would have had if no impairment had been applied but amortisation/depreciation had
been regular.

Investments in subsidiaries

Investments in subsidiaries are measured at cost, net of any impairments. Investments in subsidiaries are impaired when their
carrying amount exceeds their recoverable value. The carrying amounts of investments in subsidiaries are subject to
measurement every time there are obvious indicators, inside or outside of the undertaking, of the possibility that the value of
the investment may be impaired.
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In particular, the following indicators are analysed to assess whether an investment in a subsidiary has been impaired:

e the carrying amount of the investment in the separate financial statements exceeds the carrying amounts in the
consolidated financial statements of the investee’s net assets, including associated goodwill;

e the dividend exceeds the total comprehensive income of the subsidiary on the date of acquisition or incorporation;

e the operating result of the subsidiary is significantly lower than the amount envisaged by the management plant,
in case such indicator may be deemed to be significant for the company of reference;

e there are expectations of significantly lower operating results in future years;

e the existence of changes in the technological, market, economic or regulatory context in which the subsidiary
operates that may generate significant negative economic effects on the Company’s results.

The impairment test consists in comparing the carrying amount and the recoverable value of the investment in the subsidiary.
If the recoverable value of an investment in a subsidiary is lower than the carrying amount, the later is reduced to the
recoverable value. Such reduction constitutes an impairment accounted for in the income statement.

The recoverable value of an investment in a subsidiary is identified as the higher of the fair value and the use value. The use
value of an investment in a subsidiary is the current value of the future cash flows that are foreseen to originate from an
investment in a subsidiary that generates cash flows. The use value reflects the effects of factors that may be specific to the
entity, factors that may not be applicable to any and all entities. If the basis for previously applied impairment should cease to
exist, the carrying amount of the asset is restored and allocated to the income statement, up to the limits of the original cost.

Financial assets

At the time of their recognition, financial assets must be classif