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Overview of the F.I.L.A. Group

The F.I.LL.A. Group operates in the creativity tools market, producing colouring, design, modelling,
writing and painting objects, such as pencils, crayons, modelling clay, chalk, oil colours, acrylics,
watercolours, paints and paper for the fine arts, school and leisure.

The F.LLL.A. Group at December 31, 2017 operates through 19 production facilities and 35
subsidiaries across the globe and employs approx. 8,000, becoming a pinnacle for creative solutions in
many countries with brands such as GIOTTO, DAS, LYRA, CANSON, MAIMERI, DALER &
ROWNEY LUKAS and TICONDEROGA.

Founded in Florence in 1920, F.I.L.A. has achieved strong growth over the last twenty years,
supported by a series of strategic acquisitions: the Italian Company Adica Pongo in 1994, the US
Group Dixon Ticonderoga in 2005, the German Group LYRA in 2008, the Mexican Company
Lapiceria Mexicana in 2010 and the Maimeri business unit in 2014. In addition to these operations, on
the conclusion of an initiative which began with the acquisition of a minority stake in 2011, control
was acquired in 2015 of the Indian company DOMS Industries Pvt Ltd.

In 2016, the F.I.L.A. Group has focused upon development on strategic art & craft sector acquisitions,
seeking to become the leading market player. On February 3, 2016, F.I.L.A. S.p.A. acquired control
of the Daler-Rowney Lukas Group, an illustrious brand producing and distributing since 1783
materials and accessories on the arts & crafts market, with a direct presence in the United Kingdom,

the Dominican Republic, Germany and the USA.

In September 2016, the F.I.L.A. Group acquired St. Cuthberts, a highly-renowned English paper mill,
founded in 1907, located in the south-west of England and involved in the production of high quality

artist’s papers.

In October 2016, F.I.L.A. S.p.A. acquired the Canson Group, founded in 1557 by the Montgolfier
family, with headquarters in Annonay in France, production facilities in France and conversion and
distribution centres in Italy, France, the USA, China, Australia and Brazil. Canson products are
available in over 120 countries and the brand is the most respected globally involved in the production
and distribution of high added value paper for the fine arts, design, leisure and schools, but also for

artists’ editions and technical and digital drawing materials.
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Organisational structure

The F.I.LL.A. S.p.A. organisational model is reported below.
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Il - Directors’ Report

Economic overview

The sustained growth of the BRICS was reconfirmed in 2017, while signs of recovery were apparent

in North America and, to a lesser extent, also in Europe.

The F.I.L.A. Group markets saw strong growth in Asia (particularly India and in South America),

while the North American market performed well. Management focused closely on the integration of

the recently acquired entities (Daler-Rowney Lukas Group and Canson), both in production and

commercial terms.

The inflation and GDP figures for the main countries in which the F.I.L.A. Group companies operate

are reported below:

December 31, 2017

December 31, 2016

Country Inflation GDP Inflation GDP
Euro zone Italia 1.40% 1.50% -0.10% 0.80%
Spagna 2.00% 3.10% -0.30% 3.10%
Portogallo 1.60% 2.50% 0.70% 1.00%
Grecia 1.20% 1.80% -0.10% 0.10%
Francia 1.20% 1.60% 0.30% 1.30%
Turchia 10.90% 5.10% 8.40% 3.30%
Germania 1.60% 2.00% 0.40% 1.70%
Polonia 1.90% 3.80% -0.60% 3.10%
Svezia 1.60% 3.10% 1.10% 3.60%
North America USA 2.10% 2.20% 1.20% 1.60%
Canada 1.60% 3.00% 1.60% 1.20%
Latin America Mexico 5.90% 2.10% 2.80% 2.10%
Cile 2.30% 1.40% 4.00% 1.70%
Argentina 26.90% 2.50% n.a. -1.80%
BRICs Cina 1.80% 6.80% 2.10% 6.60%
India 3.80% 6.70% 5.50% 7.60%
Brasile 3.70% 0.70% 9.00% -3.30%
Russia 4.20% 1.80% 7.20% -0.80%
Others Sud Africa 5.40% 0.70% 6.40% 0.10%
Australia 2.00% 2.20% 1.30% 2,90%

Source: International Monetary Fund, October 2017
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Key Financial Highlights

The F.I.L.A. Group 2017 Key Financial Highlights are reported below.

% core

% core

. . Change
December 2017 business December 2016 business 2017 - 2016
Euro thousands revenue revenue
Core Business Revenue 510,354 100.0% 422,609 100.0% 87,745 20.8%
EBITDA @ 73,124 14.3% 56,824 13.4% 16,300 28.7%
EBIT 53,268 10.4% 41,086 9.7% 12,182 29.6%
Net financial expense (22,359) -4.4% (5,780) -1.4% (16,579) -286.8%
Total income taxes (135542) 2.7% (13,334) -3.2% (208) -1.6%
F.I.L.A. Group Net Profit/(loss) 15,767 3.1% 20,993 5.0% (5,226) -24.9%
Earnings per share (€ cents)
basic 0.38 0.51
diluted 0.38 0.50
% core % core Change
December 2017 business December 2016 business 2017 - 20?6
NORMALISED - Euro thousands revenue revenue
Core Business Revenue 510,354 100.0% 422,609 100.0% 87,745 20.8%
EBITDA ® 80,605 15.8% 67,222 15.9% 13,383 19.9%
EBIT 60,820 11.9% 51,484 12.2% 9,336 18.1%
Net financial expense (15,849) -3.1% (6,062) -1.4% (9,787) -161.4%
Total income taxes (14,277) -2.8% (16,211) -3.8% 1,934 11.9%
F.I.L.A. Group Net Profit 29,105 5.7% 28,225 6.7% 880 3.1%
Earnings per share (€ cents)
basic 0.70 0.69
diluted 0.69 0.67
December 31, December 31, Change
2017 2016 2017 - 2016
Euro thousands
Cash Flows from operating activities 23,643 41,696 (18,053)
Investments 23,899 12,446 11,453
% core business revenue 4.7% 2.9%
December 31, December 31, Change
2017 2016 2017 - 2016
Euro thousands
Net capital employed 479,191 462,407 16,784
Net Financial debt @ (239,614) (223437) (16,177)
Equity (239,577) (238,970) (607)

@ The Gross Operating Profit (EBITDA) corresponds to the operating result before amortisation and depreciation and write-down;

@ Indicator of the net financial structure, calculated as the aggregate of the current and non-current financial debt, net of cash and cash equivalents
and current financial assets and loans provided to third parties classified as non-current asset. The net financial position as per CONSOB
Communication DEM/6064293 of July 28, 2006 excludes non-current financial assets. The non-current financial assets of the F.I.L.A. Group at
December 31, 2017 amount to Euro 3,918 thousand, of which Euro 6 thousand included in the calculation of the net financial position; therefore the
F.I.L.A. Group financial indicator does not equate, for this amount, with the net financial position as defined in the above-mentioned Consob
communication. For further details, see paragraph ‘Financial Overview” of the Report below.
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2017 Adjustments:

- the adjustments of the 2017 EBITDA relate to non-recurring operating costs of approx. Euro
7.5 million, principally for Group reorganisation plans and the Stock Grant Plan for specific

Group employees;

- the financial management adjustment was Euro 6.5 million and concerned the financial
charge recognised by F.I.L.A. S.p.A. in application of the Canson Group purchase price
adjustment mechanism (Euro 7.5 million). This amount was partly offset by the financial
income of the company Lyra KG (Germany) and deriving from the sale of the 30% stake held
in FILA Nordic AB (Sweden) amounting to approx. Euro 1 million;

= the adjustment of the 2017 Group Result concerns the above-stated adjustments, net of the tax
effect.

2016 Adjustments:
= the adjustments of the 2016 EBITDA relate to non-recurring operating costs of approx. Euro
10.4 million, principally for consultancy in support of M&A transactions carried out by the
Group, in addition to reorganisation charges;
= the adjustments of Net financial expense regard the elimination of net financial income of
Euro 0.3 million, principally related to the GB Pound hedge undertaken for the acquisition of

the Daler-Rowney Lukas Group;

- the asjustments of the 2016 Profit attributable to the owners of the parent concerns the above-

stated normalisations, net of the tax effect.

10
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F.I.L.A Group Key Financial Highlights

The F.I.L.A. Group 2017 Key Financial Highlights are reported below.

Adjusted operating results

The 2017 F.I.L.A. Group results report an increased EBITDA of 19.9% on 2016 (+3.31%, excluding
the M&A! effect).

% core % core

2017 business 2016 business Change 2017 - 2016
NORMALISED - Euro thousands revenue revenue
Core Business Revenue 510,354 100% 422,609 100% 87,745 20.8%
Other Revenue and Income 18,300 19,652 (1,352) -6.9%
Total Revenue 528,654 442,261 86,393 19.5%
“Total operating costs (448049)  -87.8% (375039)  88.7%  (73010) -195%
EBITDA 80,605  15.8% 67222 15.9% 13383 19.9%
Amortisation, depreciation and write-down (19,785)  -3.9% 15738)  3.7% (4,047)  257%
EBIT 60,820  11.9% 51484 122% 9336 18.1%
Net financial expense (15,849) -3.1% (6,062) -1.4% (9,787) -161.4%
Pre-tax profit 44,971 8.8% 45422 107% 451 10%
“Total income taxes 4277y 28% 16211)  -38% 1934 11.9%
NET PROFIT FOR THE YEAR - CONTINUING OPERATIONS 30,694 6.0% 20211 6.9% 1483  51%
Net Profit 30694  60% 20211 6.9% 1483 5.1%
Non-controlling interest profit 1,589 0.3% 986 0.2% 603  61.2%
F.I.L.A. Group Net Profit 20105  5.7% 28225  6.1% 880  3.1%

The principal changes compared to 2016 are illustrated below.

“Core Business Revenue” of Euro 510,354 thousand increased on the previous year Euro 87,745

thousand (+20.8%).

Organic growth was Euro 19,883 thousand (+4.7% on 2016), calculated net of negative currency
effects of approx. Euro 5,986 thousand (mainly due to the weakening of GB Pound and the Mexican
Peso, only in part offset by the strengthening of the Indian Rupee) and the M&A effect of approx.
Euro 73,848 thousand (of which principally: Euro 4,582 thousand relating to a month of Daler-
Rowney Lukas transactions, consolidated from February 2016, Euro 66,358 thousand relating to the
Canson Group, consolidated from October 2016, Euro 3,034 thousand concerning St. Cuthberts Mill,
consolidated from September 2016). This expansion principally relates to Central-South American for
Euro 8,943 thousand, up +15.7% (principally thanks to the Mexican company), Asia for Euro 7,750
thousand, +15.1% (mainly due to DOMS Industries Pvt Ltd) and North America for Euro 3,239

! M&A effect from companies acquired in 2016: Daler-Rowney Lukas Group, St. Cuthberts Holding Limited
and Canson Group.

11
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thousand (+2.4%). European revenues remain substantially stable (increasing Euro 378 thousand,
+0.2%).

In order to better illustrate F.I.L.A. Group developments, reference should be made to the table below

highlighting revenue compared with the previous period by “Strategic Segments

December 31,2017 December 31, 2016

m Pencils (coloured and
graphite)

B Other creativity instruments

Office, Industrial and other

Other Revenues and Income of Euro 18,300 thousand decreased Euro 1,352 thousand on the previous
year, of which Euro 922 thousand due to realised and unrealised exchange movements on commercial

transactions.

“Operating Costs” in 2017 of Euro 448,049 thousand increased Euro 73,010 thousand on 2016, almost
exclusively as a result of the M&A effect and residually the increase in commercial, marketing and

transport costs in support of the higher revenues.

“EBITDA” amounted to Euro 80,605 thousand, increasing Euro 13,383 thousand on 2016 (+19.9%,
of which +3.31% organic).

Amortisation, depreciation & write-downs increased Euro 4,047 thousand, due to the amortisation of
“Trademarks” and “Other Intangible assets”, valued according to the “Purchase Price Allocation”
under the corporate transactions executed in 2016 and the increase in depreciation concerning the new

companies acquired.

Adjusted “Net Financial Expense” increased on 2016 Euro 9,787 thousand, principally due to higher
interest charges incurred by F.I.LL.A. S.p.A. on the loan contracted in 2016 for the acquisitions, in
addition to currency differences on inter-company loans granted in Euro to companies in the United

States, Brazil, Russia and South Africa.

12



SFILD

Consolidated Financial Statements of the F.I.L.A. Group

Separate Financial Statements of F.I.L.A. S.p.A.

Adjusted Group “Income taxes” amounted to Euro 14,277 thousand, reducing on 2016 Euro 1,934
thousand; the reduction in the tax charge principally follows lower parent company income taxes and

the release of deferred taxes at Canson SAS following the reduction in the expected tax rate.

Excluding the profit attributable to non-controllinginterest, the F.I.L.A. Group adjusted profit for 2017
was Euro 29,105 thousand, compared to Euro 28,225 thousand in the previous year.

13
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The Group’s operations are affected by business seasonality, as reflected in the consolidated results.

The breakdown of the income statement by quarter highlights the concentration of sales in the second

and third quarters for the “schools’ campaign”.

through the “school suppliers” traditional channel and in August through the “retailers” channel.

The key financial highlights for 2017 and 2016 are reported below.

Specifically, in June significant sales are made

2016 2017
First 3 mth. First 6 mth. First 9 mth. First 3 mth. First 6 mth. First 9 mth
Euro thousands 2016 2016 2016 FY 2016 2017 2017 2017 FY 2017
Core Business Revenue 82,896 201,514 309,312 422,609 117,613 260,543 391,548 510,354
Full year portion 19.62% 47.68% 73.19% 100.00% 23.05% 51.05% 76.72% 100.00%
EBITDA 10,143 31,222 49,016 56,824 16,072 38,988 62,018 73,124
% core business revenue 12.24% 15.49% 15.85% 13.45% 13.67% 14.96% 15.84% 14.33%
Full year portion 17.85% 54.94% 86.26% 100.00% 21.98% 53.32% 84.81% 100.00%
Normalised EBITDA 11,870 36,572 55,169 67,222 17,106 43,846 67,959 80,605
% core business revenue 14.32% 18.15% 17.84% 15.91% 14.54% 16.83% 17.36% 15.79%
Full year portion 17.66% 54.41% 82.07% 100.00% 21.22% 54.40% 84.31% 100.00%
Net Financial Debt (166,344) (188,895) (175,798) (223,437) (255,852) (285,584) (276,466) (239,614)

14
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Statement of Financial Position

The F.I.L.A. Group Key Statement of Financial Position accounts at December 31, 2017 are reported

below.

December December Change
Euro thousands 2017 2016 2017 - 2016
Intangible Assets 208,091 218,440 (10,349)
Property, plant & equipment 88,355 81,321 7,034
Financial Assets 4,725 3,656 1,069
Net Fixed Assets 301,171 303,416 (2,245)
Other Assets/Non-Current Liabilities 15,564 20,737 (5,173)
Inventories 178,699 177,406 1,293
Trade and Other Receivables 132,768 113,582 19,186
Trade and Other Payables (96,263) (90,445) (5,818)
Other Current Assets and Liabilities 241 154 87
Net Working Capital 215,445 200,697 14,748
Provisions (52,989) (62,444) 9,455
Net Capital Employed 479,191 462,407 16,784
Equity (239,577) (238,970) (607)
Net Financial Debt (239,614) (223,437) (16,177)
Net Funding Sources (479,191) (462,407) (16,784)

The “Net Capital Employed” of the F.ILL.A. Group at December 31, 2017 of Euro 479,191 thousand
is principally comprised of “Net Fixed Assets” of Euro 301,171 thousand (decreasing on December
31, 2016 Euro 2,245 thousand) and the “Net Working Capital” totalling Euro 215,445 (increasing on
December 31, 2016 Euro 14,748 thousand).

The decrease in “Intangible Assets” on December 31, 2016 of Euro 10,349 thousand substantially
relates to exchange rate losses of Euro 5,485 thousand and the amortisation of intangible assets (Euro
6,714 thousand), particularly with regards to “Trademarks” and “Development Technology” by the
Group companies Daler-Rowney Lukas, St. Cuthberts Mill (United Kingdom), the Canson Group and
DOMS Industries Pvt Ltd (India), valued during their respective acquisitions.

The increase in “Property, plant and equipment” on December 31, 2016 of Euro 7.034 thousand
mainly relates to investments in “Plant and machinery” and “Buildings” (in use or under construction)
by Group companies in support of production volume growth and business development, in particular
in the “Art & Craft” sector. Overall net investments of Euro 21,917 thousand (including divestments)
principally concerned Canson SAS (France), DOMS Industries Pvt Ltd (India), Daler Rowney Ltd
(United Kingdom), Grupo F.I.L.A.-Dixon, S.A. de C.V. (Mexico), St. Cuthberts Mill Ltd (United
Kingdom) and F.I.L.A. S.p.A. Investments were rolled out to develop the existing production
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facilities and for the creation of a European logistics Hub at Annonay (France). The overall movement
also stems from exchange rate losses for Euro 2,827 thousand and depreciation of Euro 11,045

thousand.

Financial assets increased Euro 1.1 million compared to December 31, 2016, principally due to the
Fair Value adjustment of the Carrying amount of the hedging derivatives of F.I.L.A. S.p.A. (Euro 591
thousand and movements in investments in associates held by the Indian subsidiary DOMS Industries
Pvt Ltd (Euro 511 thousand).

The increase in “Net Working Capital” on December 31, 2016 of Euro 14,748 thousand relates to the

following:

= “Inventories” - increasing Euro 1,293 thousand, principally due to higher stock levels at the
companies Dixon Ticonderoga Company (USA) and Daler Rowney Ltd (United Kingdom) in
support of the sales strategies and expected turnover in the initial months of the subsequent year.

- “Trade and Other Assets” - increasing Euro 19,186 thousand, principally due to higher revenues in
the final part of the year in Central-South America and in North America, associated with a partial
extension of collection times.

= “Trade and Other Liabilities” - increasing Euro 5,818 thousand, principally relating to Dixon
Ticonderoga Company (USA) and Daler Rowney Ltd (United Kingdom) due to stock purchases
for meeting orders in the initial months of the subsequent year. In addition, the movement is in
part due to payables deriving from the acquisition of tangible assets by DOMS Industries Pvt Ltd
(India) against investments undertaken in the final part of the year for the development of the

local production sites.

The decrease in “Provisions” on December 31, 2016 of Euro 9,455 thousand is principally due to the
gradual release of deferred taxes on amortisation and depreciation of tangible and intangible assets
valued according to the “Purchase Price Allocation” (Euro 7,793 thousand) and the reduction in
“Employee Benefits” (Euro 2,607 thousand) due to the actuarial gains recognised in 2017 and
particularly at the company Daler Rowney Ltd (United Kingdom). Partially offsetting the decrease in
the Provisions for Risks and Charges was Euro 0.9 million for the provision for the year regarding the
senior management medium/long-term variable remuneration plan of F.I.L.A. S.p.A. and the
restructuring provisions accrued by a number of Group companies for the execution of Group

reorganisation plans.
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The “Equity” attributable to the owner of the Parent, amounting to Euro 239,577 thousand, increased
on December 31, 2016 Euro 607 thousand. Net of the income for the year of Euro 17,367 thousand
(of which Euro 1,600 thousand concerning non-controlling interests), the residual movement
principally concerns exchange rate losses of Euro 17,529 thousand, the payment of dividends for Euro
3,877 thousand (of which Euro 3,771 thousand concerning F.I.L.A. S.p.A. and Euro 166 thousand
minorities), the positive “Fair Value” adjustment of derivative instruments held by F.I.L.A. S.p.A. and
Canson SAS designated as hedges (Euro 556 thousand), the establishment of the “Share Based
Premium” reserve for Euro 2,309 thousand and the increase in the IAS 19 reserve of Euro 1,782

thousand.
The F.IL.A. Group “Net Financial Debt” at December 31, 2017 was a net debt of Euro 239,614

thousand, increasing Euro 16,177 thousand on December 31, 2016. For greater details, reference

should be made to the “Financial Overview” paragraph.
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Financial Overview

The overview of the 2017 Group operating and financial performance is completed by the Group Net

Financial Debt and Statement of Cash Flow reported below.

The Net Financial Debt at December 31, 2017 reports a debt of Euro 239,614 thousand.

December 31,2017 December 31, 2016 Change
Euro thousands

A Cash 67 73 (6)
Other cash equivalents 38,491 59,446 (20,955)

Securities held-for-trading -
D Liquidity (A+B +C) 38,558 59,519 (20,961)
E Current financial receivables 419 275 144
E  Current bank loans and borrowings (72,724) (52,879) (19,845)
Current portion of non-current debt (18,710) (24,158) 5,448
Other current loans and borrowings (8,239) (16,497) 8,258
I Current financial debt (F+ G+ H) (99,673) (93,534) (6,139)
J  Net current financial debt (I + E+ D) (60,696) (33,740) (26,956)
Kk Non-current bank loans and borrowings (178,420) (189,902) 11,482

L Bonds issued - - -
M Other non-current loans and borrowings (504) (150) (354)
N Non-current financial debt (K+ L + M) (178,924) (190,052) 11,128
O Net financial debt (J+N) (239,620) (223,792) (15,828)
P Loans issued to third parties 6 355 (349)
Q Net financial debt (O + P) - F.I.L.A. Group (239,614) (223,437) (16,177)

Note:

1) The net financial debt calculated at point “O” complies with Consob Communication DEM/6064293 of July 28, 2006, which excludes non-current financial assets.
The net financial debt of the F.I.L.A. Group differs from the above communication by Euro 6 thousand in relation to the non-current loans granted to third parties by

Omyacolor S.A. (Euro 6 thousand)

2) At December 31, 2017 there were no transactions with related parties which impacted the net financial debt.

Compared to December 31, 2016 (debt of Euro 223,437 thousand), net financial debt increased Euro

16,177 thousand, as outlined below in the Statement of Cash Flows.
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Euro thousands December 2017 December 2016
EBIT 53,268 41,086
Adjustments for non-cash items 22,758 17,865
Integrations for income taxes (14,849) (11,987)
Cash Flow from Operating Activities Before Changes in NWC 61,177 46,964
Change in NWC (33,069) (6,437)
Change in Inventories (10,818) (16,470)
Change in Trade and Other Receivables (28,495) (4,607)
Change in Trade and Other Payables 9,906 15,409
Change in Other Current Assets/Liabilities (3,662) (769)
Net cash Flow from Operating Activities 28,108 40,527
Investments in tangible and intangible assets (23,899) (12,446)
Other Investments 139 105
Equity Investments 793 (84,938)
Cash Flow used in Investing Activities (22,967) (97,280)
Change in Equity (3,833) (4,461)
Interest Expense (8,425) (5,761)
Cash Flow used in Financing Activities (12,258) (10,223)
Other changes 156 28
Total Net Cash Flow (6,961) (66,948)
Effect from exchange rate changes (2,452) 2,194
NFP from M&A operations (Change in Consolidation Scope) (6,764) (119,939)
Change in Net Financial Debt (16,177) (184,693)

The net cash flow absorbed in 2017 from “Operating Activities” of Euro 28,108 thousand (absorption

of operating cash at December 31, 2016 of Euro 40,527 thousand) concerns:

= generation of Euro 61,177 thousand (Euro 46,964 thousand in 2016) from “EBIT”, based on

the difference of the “Value” and the “Costs of Cash Generation” and the remaining ordinary

income components, excluding financial management;

= absorption of Euro 33,069 thousand (Euro -6,437 thousand at December 31, 2016) concerning

“Working Capital Management” and principally the increase in “Trade and Other Assets”, in

large part due to the significant increase in sales in the final part of the year in Central-South

America and in North America, associated with a partial extension of collection times.

“Investing Activities” absorbed liquidity of Euro 22,967 thousand (Euro 97,280 thousand in 2016), of

which:
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= liquidity of Euro 23,899 thousand (Euro 12,446 thousand in 2016), concerning net
investments in new plant and machinery and for the new Group ERP, principally
concerning Canson SAS (France), DOMS Industries Pvt Ltd (India), Daler Rowney Ltd
(United Kingdom), Grupo F.I.L.A.-Dixon, S.A. de C.V. (Mexico), St. Cuthberts Mill Ltd
(United Kingdom) and F.I.L.A. S.p.A.;

- for Euro 793 thousand (-Euro 84,938 thousand in 2016) investments and divestments in
holdings, principally relating to the generation of cash from the disposal of the minority
stake (31%) held in FILA Nordic AB (Sweden) by the German subsidiary Lyra KG.

“Financing Activities” absorbed liquidity of Euro 12,258 thousand (Euro 10,223 thousand in 2016), of
which:
= Euro 8,425 thousand (Euro 5,761 thousand in 2016) from interest paid on loans and credit
lines granted to Group companies, principally concerning the loan granted to F.I.L.A.
S.p.A. in support of the acquisitions in 2016;
- Euro 3,833 thousand (Euro 4,461 thousand in 2016) from the distribution of dividends to
F.LLL.A. S.p.A. shareholders and Group non-controlling interests, net of those paid to non-
controlling interests of the company FILA Art Products AG (Switzerland), currently in

the incorporation phase.
Excluding the currency effect from the translation of the net financial debt in currencies other than the
Euro (absorbing cash of Euro 2,452 thousand) and from corporate operations, the increase in the net

debt was therefore Euro 16,177 thousand (Euro 184,693 thousand at December 31, 2016).

“Net Liquidity” movements are reported below.

December 2017 December 2016
Euro thousands
Opening Cash and Cash Equivalents 53,973 17,542
Cash and cash equivalents 59,519 30,683
Bank overdrafts (5,546) (13,141)
Closing Cash and Cash Equivalents 20,425 53,973
Cash and cash equivalents 38,558 59,519
Bank overdrafts (18,133) (5,546)
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Operating segments

In terms of segment reporting, the F.I.L.A. Group has adopted IFRS 8, obligatory from January 1,
2009.

IFRS 8 requires an entity to base segment reporting on internal reporting, which is constantly
reviewed by the highest level of management in order to allocate resources to the various segments
and to analyse performance.

Geographical segmentats are the primary basis of analysis and of decision-making by F.I.L.A. Group
Management, therefore fully in line with the internal reporting prepared for these purposes.

The products of the F.I.L.A. Group are similar in terms of quality and production, target market,
margins, sales network and clients, even with reference to the different brands which the Group
markets. No diversification is therefore deemed to be present within the Segment, in consideration of
the substantial uniformity of the risks and benefits relating to the products produced by the F.I.L.A.
Group.

The segment disclosure accounting standards are in line with those utilised for the separate financial
statements.

Segment disclosure was therefore based on the location of operations (“Entity Locations”), broken
down as follows: “Europe”, “North America”, “Central and South America” and “Rest of the World”.
The “Rest of the World” includes the subsidiaries in South Africa and Australia.

The “Business Segment Reporting” of the F.ILL.A. Group aggregates companies by region on the

basis of the “operating location”.
For disclosure upon the association between the geographical segments and F.I.L.A. group
companies, reference should be made to the attachments to the report in the “List of companies

included in the consolidation scope and other equity investments” paragraph.

The segment reporting required in accordance with IFRS 8 is presented below.
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Group by geographical segment, at

December 2017 Europe ND!Th Central & Sogth Asia Rest Consolidation F.I.L.A. Group
Euro thousands America America of the World

Intangible Assets 124,612 16,941 3,746 62,760 108 (76) 208,091
Property, plant & equipment 53216 2571 6,338 25,973 257 88,355
Total Intangible and Tangible Assets 177,828 19,512 10,084 88,733 365 (76) 296,446
ofwhich Intercompany (76)

Inventories 76,251 48,103 31,761 26,074 3,166 (6,656) 178,699
Trade and Other Receivables 78,285 44,305 55515 11,595 1,189 (58,121) 132,768
Trade and Other Payables (89,969) (24,226) (21,166) (16,324) (2.858) 58,280 (96,263)
Other Current Assets and Liabilities (217) 1077 (411) (148) 241
Net Working Capital 64,290 69,259 65,699 21,197 1,497 (6,497) 215,445
ofwhich Intercompany (2,461) (2,720) (631) (449) (234)

Net Financial Debt (181,937) (22,207) (28,537) (2,571) (4,479) 117 (239,614)
ofwhich Intercompany 117

December 2016 Europe N"T‘h Central - Sm{th Asia Rest Consolidation F.I.L.A. Group
Euro thousands America America of the World

Intangible Assets 140,368 6,085 4976 66,980 107 (76) 218,440
Property, plant & equipment 44,788 3,035 6,820 26,323 355 81,321
Total Intangible and Tangible Assets 185,156 9,120 11,796 93,303 463 (76) 299,761
ofwhich Intercompany (76)

Inventories 77,053 47,859 33,391 25,147 2,690 (8,734) 177,406
Trade and Other Receivables 91,382 32,166 62,315 8431 1979 (82,691) 113,582
Trade and Other Payables (98518) (24,623) (33,.283) (13,056) (3,656) 82,691 (90,445)
Other Current Assets and Liabilities (907) 1524 (356) (107) 154
Net Working Capital 69,010 56,926 62,067 20,415 1,013 (8,734) 200,697
of which Intercompany (3,677) (3.892) (689) (290) (185)

Net Financial Debt (184,961) (14,052) (20,923) (776) (2,725) (223,437)
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Geographical Segments — Income Statement

The income statement for the F.I.L.A. Group by geographical segment for 2017 and 2016 is reported

below:
December 2017 North  Central - South : Rest of the - F.LLA.
Europe . . Asia Consolidation

Euro thousands America America World Group
Core Business Revenue 294,357 174,845 101,481 100,690 5,200 (166,219) 510,354
ofwhich Intercompany (74,328) (19,509) (33,901) (38,407) (74)

EBITDA 28,235 25,986 9,022 9,678 (910) 1113 73124
Net financial expense (31,308) 86 (4,680) (329) (261) 14,133 (22,359)
of which Intercompany 16,308 (2,578) 296 - 107

Net Profit/(loss) (14,893) 15,462 472 2,758 (916) 14,484 17,367
Non-controlling interest profit 499 - - 1,080 21 1,600
F.I.L.A. Group Net Profit (15,392) 15,462 472 1678 (937) 14,484 15,767
December 2016 North  Central - South , Rest of the ) F.LLA.

Europe . A . Asia Consolidation

Euro thousands America merica World Group
Core Business Revenue 247,063 135,588 96,159 89,942 2,621 (148,764) 422,609
of which Intercompany (68,904) (2,064) (39,173) (38,593) (29)

EBITDA 20,717 17,623 13,641 10,162 305 (5,624) 56,824
Net financial expense 6,666 3328 (1,575) (487) 145 (13,857) (5,780)
ofwhich Intercompany (11,064) (2,949) 112 - 44

Net Profit/(loss) 15432 13225 8437 3192 396 (18,709) 21972
Non-controlling interest profit/(loss) 268 - - 693 18 979
F.I.L.A. Group Net Profit/(loss) 15,164 13225 8437 2,499 378 (18,709) 20,993
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The “other information”, concerning property, plant and equipment and intangible fixed asset

investments of Group companies by geographical segment for December 31, 2017 and December 31,

2016 is reported below:

December 2017

North Central - South ) Rest of the F.LLA
Europe Ameri Ameri Asia World G
Euro thousands merica merica or] roup
Intangible Assets 2,014 18 11 8 2,050
Property, Plant and Equipment 14,585 477 1,440 5,318 28 21,848
Net Investments 16,599 477 1,458 5,329 36 23,899
* Allocation by "Entity Location"
December 2016 North Central - South . Rest of the F.ILLA
Europe Ameri Ameri Asia World G
Euro thousands merica merica or] roup
Intangible Assets 756 - 75 - 831
Property, Plant and Equipment 5,257 755 1,173 4,311 119 11,615
Net Investments 6,013 755 1,173 4,386 119 12,446

* Allocation by "Entity Location"
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Investments

Group investments for the year totalled Euro 24,079 thousand, broken down between “Intangible
Assets” for Euro 2,051 thousand and “Property, Plant and Equipment” for Euro 22,028 thousand,
undertaken both to achieve leaner production and to support sales volume growth.

The main intangible investments concerned F.I.L.A. S.p.A. for the installation of the new ERP and

residually “Concessions, Licenses, Trademarks and Similar Rights”.

Investments in “Land” entirely concerned DOMS Industries Pvt Ltd (India) which rolled out the
Umargaon production site expansion, acquiring land for a total of Euro 565 thousand.

With regards to “Buildings”, Group investments totalled Euro 1,677 thousand and particularly
concerned Daler Rowney Ltd (Euro 879 thousand concerning the construction of a new warehouse)
and DOMS Industries PVT Ltd (Euro 485 thousand).

Investments in “Plant and Machinery” by the F.LLL.A. Group concerned the ongoing production
facility expansion and production process streamlining. Particularly significant investments were
made in 2017 by DOMS Industries Pvt Ltd (Euro 2,869 thousand for the upgrading of the Art
Division production plant and the Jammu production facility), St. Cuthberts Mill Ltd (Euro 863
thousand), F.I.L.A. S.p.A. (Euro 534 thousand) and the two Daler Rowney Ltd companies (Euro
3,439 thousand) and Canson SAS (Euro 927 thousand) involved in the start-up of the new warehouses

and the extension of the local production sites.

Investments in “Industrial and Commercial Equipment” in 2017 amounted to Euro 819 thousand, of
which Euro 240 thousand by the Parent F.I.L.A. S.p.A., Euro 281 thousand by Lyra KG (Germany)
and Euro 161 thousand by Daler Rowney Ltd (United Kingdom).

“Assets under Construction” include internal constructions undertaken by the individual companies of
the Group which are not yet operational. The increase in the net carrying amount at December 31,
2017 was Euro 5,367 thousand, principally concerning the French company Canson SAS (Euro 6,361

thousand) for investments readying the new European logistics “Hub” at Annonay.
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Other Information

Management and control

The Company is not considered under the management and control of the parent Pencil S.p.A. in
accordance with Article 2497-bis of the Italian Civil Code.

Treasury shares

At December 31, 2017, the Company did not hold any treasury shares.

Research and development and Quality Control

The R&D and Quality Control functions are carried out by local teams at the various Group

production companies.

These departments avails of, where necessary, the support of technicians and production staff for the

execution and verification of specific projects.

Specifically, research and development is carried out principally in Europe, Central-South America

and Asia, where the main production facilities are located.

These operations are performed by expert technicians, who receive ongoing upskilling through

targeted training.

Research and development focuses essentially on the following:

= research and design of new materials and new technical solutions for product and packaging
innovations;
= product quality testing;
= comparative analyses with competitor products in order to improve product efficiency;
= research and design for production process innovation in order to improve efficiency.
Over recent years, the projects created by the dedicated research and development team have led to
the creation of innovative products, such as new formulas for modelling clay, new plastic materials,

new designs for paint and watercolour boxes, new industrial segment products and the polymer
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(“woodfree”) pencil. The team, in order to guarantee compliance with physical and chemical
specification rules, constantly monitors the development of product regulations (such as, for example
purposes, those concerning the use of preservatives), amending the formulas or developing new

formulas for altered products.

Research and development and Quality Control costs are broken down in the following table,

indicating also the dedicated teams by Group regions.

Euro thousands R&D Quality Assurance

Personnel Other Personnel Other

Geo Area Workers related Workers related

Cost Cost

Costs Costs

Europe 14 912 78 24 951 35
North America - - - 2 95 65
Central-South America 10 152 120 42 275 123
Asia 22 116 62 71 283 95
Total 46 1,179 261 139 1,603 318

Transactions with Related Parties

For the procedures adopted in relation to transactions with related parties, also in accordance with
Avrticle 2391-bis of the Italian Civil Code, reference should be made to the procedure adopted by the
parent pursuant to the Regulation approved by Consob with motion No. 17221 of March 12, 2010 and

subsequent amendments, published on the website of the company www.filagroup.it in the

“Governance” section.

Reference should be made to Annex 1 - Related Party Transactions of the Explanatory Notes to the

Consolidated Financial Statements of the F.I.L.A. Group
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Significant Events in the year

= On January 20, 2017, 52% of the share capital of FILA Art Products AG (Switzerland) was
acquired, a company involved in the sale of F.I.L.A. Group writing, art and design products in

Switzerland;

= on February 8, 2017, Lyra KG (Germany), a F.I.L.A. Group company controlled directly by
F.LL.A. S.p.A,, sold 30% of its investment in Fila Nordic AB to non-controlling interests.
The holding of Lyra KG (Germany) was 50% and therefore is considered a F.I.L.A. Group

subsidiary as per the definition of control in IFRS 10;

= on April 20, 2017, the Indian company DOMS Industries Pvt Ltd subscribed a portion of the
share capital increase of Pioneer Stationery Pvt Ltd (India) for a total of INR 5.1 million
(approx. Euro 65 thousand). The transaction resulted in changes in the ownership of Pioneer
Stationery Pvt Ltd (India), now held 51% by DOMS Industries Pvt Ltd (India);

= onJuly 21, 2017, the Indian subsidiary DOMS Industries Pvt Ltd acquired an additional 25%
of Uniwrite Pens and Plastics Pvt Ltd, an Indian company specialised in writing tools and in
particular ballpoint pens, previously held 35%. Consideration was approx. INR 9 million
(approx. Euro 121 thousand), increasing the investment held by DOMS Industries Pvt Ltd in
Uniwrite Pens and Plastics Pvt Ltd to 60%;

= on July 24, Canson SAS (France) signed with Mediocredito Italiano S.p.A. a long-term loan
contract for a total of Euro 6.350 million to fund the construction of a warehouse located in
Annonay, close to the city of Lyon. This loan is guaranteed by a mortgage on buildings
owned by Canson and by a corporate surety issued by F.I.L.A. S.p.A. in guarantee of the

payment obligations undertaken by Canson SAS in accordance with the loan contract;

= On July 26, 2017, F.I.L.A. S.p.A. announced the new composition of its share capital
following the full execution of the share capital increase approved on April 27, 2017 by the
Extraordinary Shareholders’ Meeting, in accordance with Article 2349 of the Civil Code, for
a nominal value of Euro 90.314, through the issue of 100,181 new ordinary shares, without
nominal value, to be released through the use of a corresponding part of the existing retained

earnings, allocated free of charge to employees of F.I.L.A. S.p.A. and its subsidiaries,
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beneficiaries of the extraordinary bonus approved by the ordinary shareholders’ meeting of

the same date;

= on August 31, 2017, the company Licyn Mercantil Industrial Ltda (Brazil) was merged by

incorporation into Canson Brasil I.P.E. Ltda (Brazil), effective from September 1, 2017.
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Subsequent events

On January 18, 2018, F.I.L.A. S.p.A., on the basis of strong operating and financial developments
both at company and Group level, negotiated with the lending banks a number of amendments to the
medium/long-term loan, contracted on May 12, 2016 for a total maximum amount of Euro 236,900
thousand and agreed with Intesa Sanpaolo S.p.A., Mediobanca — Banca di Credito Finanziario S.p.A.,
Banca Nazionale del Lavoro S.p.A. and UniCredit S.p.A..

The amendments and supplements to the Loan Contract currently under negotiation with the lending
banks related to the approval of improved conditions and terms for the company and the other Group
companies, both in terms of reducing the financial charges on the loan and with regards to lessening
the commitments in terms of the associated financial documentation and covenants. In addition, these
amendments included the undertaking by the company F.I.L.A. S.p.A. of an additional debt of a total
maximum amount of Euro 30 million from Banca Popolare di Milano, maturing on February 2, 2022,

increasing the total amount set out under the loan contract to Euro 266.9 million.

Outlook

The Indian and Central-South American markets are expected to see sustained growth for the
remainder of 2018, with substantially stable revenue growth in Europe and North America.

The commercial and strategic focus will centre both on school and office and Fine Art products, with
the latter expected to see stronger growth.

Management will continue to target the production and commercial integration of the recently
acquired entities, while as always ensuring satisfactory customer service. In particular focus will be
placed on the initial roll out of the SAP system as the common Group ERP and the launch of the

Annonay France warehouse as the main logistics hub for continental Europe.

Scheduled investments for 2018 concern new production plant and machinery and industrial

equipment at the main Group production entities.
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Going Concern

The Directors of F.I.LL.A. S.p.A. reasonably expect that F.I.L.A. S.p.A. and all of the other Group
companies will continue operations into the foreseeable future and have prepared the consolidated
financial statements of F.I.LL.A. S.p.A. on a going concern basis and in line with the long-term

economic and financial plan, which forecasts improving results.

Risk Management

The principal F.I.L.A. Group financial instruments include financial assets such as current accounts
and on demand deposits, loans and short and long-term bank loans and borrowings. The objective is
to finance the recurring and non-recurring transactions of F.I.L.A. Group.

In addition, the F.I.L.A. Group has in place trade receivables and payables arising from “core

business” operations.

The management of funding needs and the relative risks is undertaken by the individual F.I.L.A.
Group companies on the basis of the guidelines drawn up by the CFO of the parent F.I.L.A. S.p.A.
and approved by the Chief Executive Officer.
The principal objective of these guidelines is the ability to ensure a balanced equity structure in order
to maintain a solid capital base.
The main funding instruments used by the F.I.L.A. Group are:

= medium/long-term loans, in order to fund capital expenditure (principally the acquisition of

controlling investments and plant and machinery) and working capital;

= short-term loans and client advances subject to collection.

The average cost of debt was in line with the Euribor/Libor at 3 and 6 months, with the addition of a
spread which depends on the type of financial instrument utilised.
Loans issued in favour of subsidiaries may be accompanied by guarantees such as sureties and

patronage letters issued by the parent F.I.L.A. S.p.A..
Loans obtained by the parent F.I.L.A. S.p.A. provide for financial “covenants”. In relation to these

latter paragraphs reference should be made to: “Note 13 - Financial Liabilities” of the Explanatory

Notes to the Consolidated Financial Statements.
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The main financial risks, identified and managed by the F.I.L.A. Group are the following:

Market risks

Risk may be broken down into two categories:

Currency risk

The currency used for the F.I.LA. Group consolidated financial statements is the Euro. However, the
F.I.LLA. group undertakes and will continue to undertake transactions in currencies other than the
Euro, particularly as the geographic distribution of the various Group industrial activities differs from
the location of the group’s markets, with an exposure therefore to exchange rate fluctuation risk. For
this reason, the operating results of the F.I.L.A. Group may be impacted by currency movements, both
as a result of the conversion into Euro on consolidation and changes in the exchange rates on trade
payables and receivables in currencies other than the functional currency of the various F.I.L.A.

Group companies.

In addition, in limited cases, where financially beneficial or where local market conditions require
such, the company may undertake debt or use funds in currencies other than the functional currency.
The change in the exchange rate may result in the realisation or the recording of exchange gains or

losses.

The F.I.LLA. Group is exposed to risks deriving from exchange rate fluctuations, which may impact on

the profit for the year and on the net equity.

The principal exchange rates to which all F.I.L.A. Group companies are exposed concern the
individual local currencies and:

- the Euro as the consolidation currency;

= the US Dollar, as the base currency for international trade.
The Group has decided not to undertake derivative financial instruments to offset currency risk arising
from commercial transactions within a prospective twelve-month period (or also subsequently, where

considered beneficial according to the business’s characteristics).

The F.I.LA. Group incurs part of its costs and realises part of its revenues in currencies other than the

Euro and, in particular, in US Dollars, Mexican Pesos and GB Pound.

32



S Il
Consolidated Financial Statements of the F.I.L.A. Group
Separate Financial Statements of F.I.L.A. S.p.A.

The F.I.LA. Group generally adopts an implied hedging policy to protect against this risk through the
offsetting of costs and revenue in the same currency, in addition to acquiring funding in the local
currency.

The policy adopted by the Group is considered adequate to contain currency risk. However, it must
be considered that in the future currently unpredictable movements in the Euro may impact the
financial positions, financial performance and cash flows of the Group companies, in addition to the
comparability between periods.

Also in relation to the commercial activities, the companies of the Group may hold trade receivables
or payables in currencies other than the operational currency of the entity. This is appropriately
monitored by the F.I.L.A. Group, both in relation to the potential economic impact and in terms of
financial and liquidity risk.

A number of F.I.L.A. Group subsidiaries are based in countries not within the Eurozone, in particular
the United States, Canada, Australia, Mexico, the United Kingdom, Scandinavia, China, Argentina,
Chile, Brazil, Indonesia, South Africa, Russia and India. As the Group’s functional currency is the
Euro, the income statements of these companies are translated into Euro at the average exchange rate
and, at like-for-like revenue and margin in the local currency, changes in the exchange rate may result
in effects on the value in Euro of revenues, costs and results recognised in consolidation directly to

equity in the account “Translation Differences” (See Note 12).

In 2017, the nature and the structure of the exchange risk exposures and the Group monitoring

policies did not change substantially compared to the previous year.
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Liquidity risk

The liquidity risk to which the F.I.L.A. Group is exposed may arise from an incapacity or difficulty to
source, at beneficial conditions, the financing necessary to support operations in an appropriate
timeframe.

The cash flows, financing requirements and the liquidity of the Group companies are constantly

monitored centrally in order to guarantee the efficient management of financial resources.

The above-stated risks are monitored according to internal procedures and periodic commercial and
financial reporting, which allows management to assess and offset any impacts from these risks
through appropriate and timely policies.

The Group continually monitors financial risks in order to offset any impacts and undertake
appropriate corrective actions.
It has adopted at the same time the following policies and processes aimed at optimising the
management of financial resources, reducing the liquidity risk:

= maintenance of an adequate level of liquidity;

= diversification of funding instruments and a continual and active presence on the capital

markets;
= obtaining of adequate credit lines;

= monitoring of the liquidity position, in relation to business planning.

Financial transactions are carried out with leading highly rated Italian and international institutions.
Management believes that the funds and credit lines currently available, in addition to those that will
be generated from operating and financing activities, will permit the Group to satisfy its requirements
deriving from investing activities, working capital management and the repayment of debt in
accordance with maturities.

The capacity to generate liquidity through operations enables the Group to reduce liquidity risk to the
minimum, which concerns the difficulty in sourcing funding to ensure the on-time discharge of

financial liabilities.
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Interest rate risk
The F.I.LL.A. Group companies utilise external funding in the form of debt and use the liquidity
available in financial assets. Changes in the market interest rates impact on the cost and return of the

various forms of loans, with an effect therefore on the net financial expense of the Group.

The parent F.I.LL.A. S.p.A. issues loans almost exclusively to Group companies, directly on own
funds.

Bank debt exposes the F.I.L.A. Group to interest rate risk. In particular, variable rate loans result in
cash flow risk.

The F.I.L.A. Group chose to hedge the interest rate on the strategic loans issued to F.I.L.A. S.p.A. and
Canson SAS (France) through derivative hedges (Interest Rate Swaps) recognised as per 1AS 39
concerning hedge accounting.

Credit risk

The credit risk represents the exposure to potential losses following the non-fulfilment of obligations
by counterparties.

The maximum theoretical exposure to the credit risk for the Group at December 31, 2017 is the
carrying amount of the commercial assets recorded in the accounts, and the nominal amount of the
guarantees given on debts and commitments to third parties.

The F.I.LL.A. Group strives to reduce the risk relating to the insolvency of its customers through rules
which ensure that sales are made to customers who are reliable and solvent. These rules, based on
available solvency information and considering historical data, linked to exposure limits by individual
clients, in addition to insurance coverage on overseas clients (at Group level), ensure a good level of
credit control and therefore minimise the relative risk.

According to the F.I.L.A. Group policy, customers that request extensions of payment are subject to a
credit rate check. In addition, the maturity of trade receivables is monitored on an ongoing basis
throughout the year in order to anticipate and promptly intervene on credit positions which present
greater risk levels.

The credit risk is therefore offset by the fact that the credit concentration is low, with receivables

divided among a large number of counterparties and clients.

The individual positions are written down, if individually significant, with an allowance which

reflects the partial or total non-recovery of the receivable. The amount of the write-down takes into
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account the estimate of the recoverable cash flows and the relative date of collection, charges and
future recovery costs, in addition to the Fair Value of guarantees. Against the receivables which are
not individually written down, an individual and general provision is made, taking into account
historical experience and statistical data.

As previously illustrated, the principal F.I.L.A. Group financial instruments include financial assets
such as current accounts and on demand deposits, loans and short and long-term bank loans and
borrowings. The objective is to finance the recurring and non-recurring activities of the F.I.L.A.
Group.

In addition, the F.ILL.A. Group has in place trade receivables and payables arising from “core

business” operations.

Disclosure in accordance with IFRS 7
The table below reports the carrying amounts for each category identified by IAS 39, as required by
IFRS 7, with regard to the years ended December 31, 2017 and 2016.

Asset and
December 31, Bank Loan and Asset available for Asset Measured at liabilities . n
. Amortized Cost Fair Value
2017 Receivables sales Equity  measurement at
- FV booked in OCI
uro thousands
Non-Current financial assets
Financial assets Nota 3 3,918 2,865 1,053 3,918
Investments Measured at Equity Nota 4 782 782 782
Investments Measured at Cost Nota 5 31 31 31
Current financial assets
Current financial assets Nota 3 419 419 419
Trade and Other Receivables Nota 9 132,768 132,768 132,768
Cash and Cash Equivalents Nota 10 38,558 38,558 38,558
Non current financial liabilities
Non current financial liabilities Nota 13 (178,889) (178,889) (178,889)
Financial Instruments Nota 17 (35) (35) (35)
Current financial libilities
Current financial libilities Nota 13 (99,673) (99,673) (99,673)
Trade and Other Payables Nota 19 (96,263) (96,263) (96,263)
Asset and
December 31, Bank Loanand Asset available for Asset Measured at liabilities . .
. R Amortized Cost Fair Value
2016 Receivables sales Equity  measurement at
Euro thousands FV booked in OCI
Non-Current financial assets
Financial assets Nota 3 3.709 3247 462 3.709
Investments Measured at Equity Nota 4 271 2711 271
Investments Measured at Cost Nota 5 31 31 31
Current financial assets
Current financial assets Nota 3 275 275 275
Trade and Other Receivables Nota 9 113,582 113582 113,582
Cash and Cash Eauivalents Nota 10 59519 59,519 59519
Non current financial liabilities
Non current financial liabilities Nota 13 (190,052) (190,052) (190,052)
Financial Instruments Nota 17 - -
Current financial libilities
Current financial libilities Nota 13 (93,534) (93,534) (93,534)
Trade and Other Payables Nota 19 (90,445) (90,445) (90,445)

Financial liabilities measured at amortised cost principally concern the loan undertaken by F.I.L.A.

S.p.A. in 2016, issued by a banking syndicate comprising UniCredit S.p.A. as “Global coordinator -
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Mandated Lead Arranger”, Intesa Sanpaolo S.p.A. — Banca IMI, Mediobanca Banca di Credito
Finanziario S.p.A. and Banca Nazionale del Lavoro S.p.A. as “Mandated Lead Arranger”. The loan
was disbursed in February 2016 for Euro 109,357 thousand, against the total granting of Euro 130,000
thousand, including a “Revolving Credit Facility” of Euro 10,000 thousand in support of the
acquisition of the Daler-Rowney Lukas Group. In May 2016, the company obtained an extension to
the loan for a total nominal amount of Euro 236,900 thousand, following the acquisition of the
Canson Group (hereafter “Facility A2” and “Facility B”).

F.ILL.A. S.p.A. and Canson SAS (France) undertook derivative hedges against movements in the
interest rates of the structured loans contracted. The Interest Rate Swaps, structured with fixed rate
payments against variable payments, qualified as derivative hedges and were considered as per the
hedge accounting provisions of IAS 39. The fair value at December 31, 2017 amounts to Euro 1,053
thousand (“Non-current financial assets” in F.ILL.A. S.p.A.) and Euro 35 thousand (“Financial
instruments” liabilities in Canson SAS), with the fair value adjustment recognised as an equity

reserve.

In accordance with IFRS 7, the effects on the profit or loss and equity in relation to each category of
financial instruments of the Group in the years 2017 and 2016 are shown below, which mainly
includes the gains and losses deriving from the purchase and sale of financial assets or liabilities, as
well as the changes in the value of the financial instruments measured at fair value and the interest

expense/income matured on the financial assets/liabilities measured at amortised cost.

Financial gains and losses are recognised to the profit or loss:

December 31,2017 December 31, 2016
Euro thousands

Interest Income from Bank Deposits 39 141
Total financial income 39 141
Financial Assets and Liabilities at Amortised Cost (960) (488)
Exchange Gains/(Losses) on Financial transations 1,081 1,169
Total financial expenses 121 681
Total net financial expenses 160 823

Non-current loans are broken down below; the F.I.L.A. Group financial statement classification is

based on the settlement time criterion, as expressed by the contracts underlying each liability.
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For greater detail on the breakdown of financial liabilities, reference should be made to “Note 13.A -

Financial Liabilities”.

December 31, December 31,
Euro thousands 2017 2016
Non-current financial payables 178,924 190,052
Banks - Principal third parties 181,820 194,768
Banks - Interest third parties (3,400) (4,866)
Banks 178,420 189,902
Other Lenders - Principal third parties 513 164
Other Lenders - Interest third parties (44) (14)
Other lenders 469 150
Loans and borrowings - beyond one year 178,889 190,052
Financial Instruments - Principal 35 -
Financial instruments 35 -

The account “Other lenders” includes the non-current portion of loans issued by banks and other

lenders or the non-current portion of finance leases.

The balance at December 31, 2017 was Euro 178,924 thousand, of which Euro 178,420 thousand

concerning bank loans and borrowings, Euro 469 thousand loans from other lenders and Euro 35

thousand concerning the Interest Rate Swap undertaken by Canson SAS.

December 31, December 31,

Euro thousands 2017 2016
Current financial payables 99,673 93,534

Banks - Principal third parties 72,875 71,252
Banks - Interest third parties 254 205
Banks 73,129 71,458

Other Lenders - Principal third parties 8,249 16,485
Other Lenders - Interest third parties (10) 12
Other lenders 8,239 16,497

Bank Overdrafts - Principal third parties 18,133 5,546
Bank Overdrafts - Interest third parties 172 34
Bank overdrafts 18,305 5,580

Loans and borrowings - due within one year 99,673 93,534
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The balance at December 31, 2017 was Euro 99,673 thousand, of which Euro 73,129 thousand

concerning bank loans and borrowings, Euro 8,239 thousand concerning loans issued by other lenders

and Euro 18,305 thousand bank overdrafts.

Financial liabilities to “Other lenders” principally concern the price adjustment contractual

mechanism, based on profitability indicators, adopted for the acquisition of the Canson Group, with

F.ILL.A. S.p.A. recognising Euro7,500 thousand to the counterparties involved in the business

combination.

Receivables at December 31, 2017 were as follows:

December 31,

December 31,

Euro thousands 2017 2016 Variazione
Trade Receivables 118,701 102,689 16,012
Tax Receivables 5,198 4,070 1,128
Other Receivables 5,560 4,314 1,246
Prepayments and Accrued Income 3,309 2,509 800
Total 132,768 113,582 19,186
Payables at December 31, 2017 were as follows:
December 31, December 31, Variazione
Euro thousands 2017 2016
Trade Payables 68,374 63,170 5,204
Tax Payables 7,096 5,291 1,805
Other Payables 19,416 20,490 (1,074)
Accrued Liabilities & Def.Income 1,377 1,494 (117)
Total 96,263 90,445 5,818

In relation to “Trade and Other Liabilities” and “Trade and Other Assets”, reference should be made
to “Note 9.A - Trade and Other Assets” and “Note 19.A - Trade and Other Liabilities”.
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In accordance with IFRS 7 and further to that outlined in the “Directors’ Report — Financial Risks”,

the following is reported:

Currency risk

Net exposure of the main currencies:

December 31, 2017

December 31, 2016

(in Euro thousands) USD MXN CNY usD MXN CNY
Trade Receivables 41,392 677,105 2427 25,309 519,389 7,960
Financial Assets 912 7,080 533 60,285 7378 1,761
Financial Liabilities (21,671) (505,139) (37,204) (15,037) (389,424) (29,913)
Trade Payables (16,426) (138,360) (27,308) (10,430) (147,461) (22,756)

Net Balance sheet Exposure 4,207 40,686 (61,551) 60,126 (10,118) (42,949)

The impact on the profit or loss and the statement of financial position, both negative, following an
increase of 10% in the exchange rate of the main foreign currencies against the Euro, would be

approx. negative Euro 242 thousand (Euro 4,610 thousand at December 31, 2016).

Closing exchange rates applied:

Closing Exchange Rate

December 31,2017 December 31, 2016

Currency

USD /€ 1.199 1.054
MXN /€ 23.661 21.772
CNY /€ 7.804 7.320

Effect of a 10% increase against the Euro exchange rate:

Change in Equity

December 31,2017 December 31, 2016

Currency
USD /€ 319 5,185
MXN /€ 156 (42)
CNY /€ (717) (533)
Total (242) 4,610
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Interest rate risk

The current F.I.L.A. Group policy is to maintain variable interest rates, monitoring the interest rate
curve.

The financial assets and liabilities at variable rates are reported below:

December 31, December 31,
Euro thousands 2017 2016
Financial Liabilities 278,598 283,586
Financial assets/liabilities at variable rate 278,598 283,586

The financial instruments at variable rates typically include cash and cash equivalents, loans granted
to a number of Group companies and part of the loans and borrowings.

A change of 100 “basis points” in the interest rates applicable to financial assets and liabilities at
variable rates in place at December 31, 2017 would result in the following impacts on the financial

position and financial performance on an annual basis.

Euro thousands Equity
+ 100 bps - 100 bps
December 31, 2017
Financial Assets/Liabilities at Variable Rate 2,786 (2,786)
December 31, 2016
Financial Assets/Liabilities at Variable Rate 2,836 (2,836)

The same variables are maintained to establish the profit or loss and the statement of financial
position at December 31, 2017.

The capital portions of financial assets and liabilities of the F.I.L.A. Group are broken down by

contractual maturity for 2017 and 2016, in line with “Note 13.A — Financial Liabilities™:
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December 31, 2017 Within Within Within Within Within Total
Euro thousands 12 months 1-2 years 2-3 years 3-4 years 4-5 years
Financial assets
Cash and Cash Equivalents 38,558 - - - - 38,558
Loans and Receivables 352 - - - 6 358
Financial liabilities
Financial loan and borrowing - Banks @ 72,875 30,501 36970 20,500 90,449 251,295
Other Lenders 8,239 109 118 82 160 8,708
Expected cash flow (42,204) (30,610) (37,088) (20,582) (90,603) (221,086)
(1) The principal of bank loan amounts to 254,695 thousand euro, the medium-long term part has been adjusted
considering an amortized cost of 3,400 thousand Euro. The net value is 251,296 thousand Euro.
December 31, 2016 Within Within Within Within Within Total
Euro thousands 12 months 1-2 years 2-3 years 3-4 years 4-5 years
Financial assets
Cash and Cash Equivalents 59,519 - - - - 59,519
Loans and Receivables - 355 - - - 355
Financial liabilities
Financial loan and borrowing - Banks 71,252 18,836 29,449 36,123 105,494 261,154
Other Lenders 16,485 123 20 15 6 16,650
Expected cash flow (28,219) (18,604) (29,469) (36,138) (105,500) (217,930)

(1) The principal of bank loan amounts to 266,020 thousand euro, the medium-long term part has been adjusted
considering an amortized cost of 4,866 thousand Euro. The net value is 261.154 thousand Euro.

Credit Risk

At December 31, 2017, the account “Trade and Other Assets” totalling Euro 132,768 thousand (Euro
113,582 thousand at December 31, 2016) is reported net of the relative allowance for impairment of
Euro 5,262 thousand (Euro 4,794 thousand at December 31, 2016).

The aging of trade receivables at December 31, 2017 (Euro 118,701 thousand) compared with
December 31, 2016 is reported below:

GROSS TRADE RECEIVABLES: AGEING

December 31, December 31,

Euro thousands 2017 2016 Change
Not yet due 79,320 69,045 10,275
Overdue between 0-60 days 23,238 20,448 2,790
Overdue between 60-120 days 7,295 7,267 28
Overdue beyond 120 days 8,848 5,930 2918
Total amount 118,701 102,689 16,011
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Trade receivables classified by type of creditor are also presented below:

TRADE RECEIVABLES THIRD PARTIES - DISTRIBUTION CHANNEL

December 31, December 31, Change
Euro thousands 2017 2016 g
Wholesalers 39,192 33,230 5,962
School/Office Suppliers 12,130 11,861 270
Supermarkets 36,214 36,414 (200)
Retailers 19,743 7,722 12,021
Distributors 6,056 5,668 388
Promotional & B2B 3,385 4,713 (1,328)
Other 1,981 3,081 (1,100)
Third parties 118,701 102,689 16,012
In conclusion, the breakdown of trade receivables by geographical segment is presented below:
TRADE RECEIVABLES: BY GEOGRAPHICAL SEGMENT
December 31, December 31, Change
Euro thousands 2017 2016 9
Europe 36,603 34,162 2,441
North America 36,136 26,156 9,980
Central/South America 38,643 33,785 4,858
Asia 5,000 4278 722
Rest of the world 2,319 4,308 (1,989)
Total 118,701 102,689 16,012
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Environment and Safety

“Environment and Safety” issues are managed at local level by the F.I.LL.A. Group companies under
the applicable regulations and in accordance with the “Group policy”.

Within the F.I.L.A. Group a manager-in-charge of “Environment and Safety” is appointed by each
local entity, reporting to the respective General Managers, who in turn report to the parent F.I.L.A.
S.p.A.

“Environment and Safety” for F.ILL.A. S.p.A. has been managed with the support of a specialised
consultancy firm for a number of years. The actions implemented by F.I.L.A. S.p.A. are in line with
the environmental and workplace safety regulation (Legislative Decree Nos. 626 and No. 81 of April
9, 2008). Waste is appropriately disposed of and its movement is properly recorded in approved
registers. F.I.LL.A. S.p.A. is OHSAS 18001: 2007 certified with validity until 2019, and the last Audit
concluded positively without any issues arising in December 2017. All employees are assigned a
competent workplace doctor (under Legislative Decree No. 81/08) and obligatory visits are provided
for.

During the year no significant problems emerged in relation to the environment and safety area. The
ongoing environmental reclamation at the lands owned by the US subsidiary relates to previous

industrial activity before the acquisition by F.I.L.A. S.p.A..

The company, in accordance with Article 5, paragraph 3, letter b of Legislative Decree 254/2016 has
drawn up the consolidated non-financial disclosure as a separate report. The 2017 consolidated non-
financial disclosure, drawn up as per the “GRI Standards” and subject to limited audit by KPMG
S.p.A. is available on the Group website.
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Personnel

The FILA Group at the end of 2017 had 8,439 employees (7,724 at December 31, 2016), of which
over 99% on full-time contracts. The workforce is 47% female and who represent over 80% of part-

time contracts.

The increase of 715 was mainly in Asia and, particularly, at the Indian company DOMS Industries Pvt

Ltd which launched major plant expansion projects during the year.

Two tables breaking down the F.I.L.A. Group workforce at December 31, 2017 and December 31,

2016 respectively by geographical segment and category are presented below:

North Central - South Rest

Europe America America Asia of the World Total
December 31, 2016 1,114 171 1,768 4,636 35 7,724
December 31, 2017 1,099 206 1,836 5,263 35 8,439
Change (15) 35 68 627 0 715

Globally, the majority of F.I.L.A. Group personnel are located in Asia (with over 60% of Group
personnel at the end of 2017), followed by Central and South America (over 20%), Europe (over
12%), North America and the Rest of the World. The majority of the workforce in fact are based in

the countries in which the main production facilities are located (India, China and Mexico).

Manager White-collar Blue-collar Total

December 31, 2016 168 1,698 5,858 7,724

Increase 36 554 4,000 4,590
Decrease 23 433 3419 3875
December 31, 2017 181 1,819 6,439 8,439
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The 2017 average workforce of the F.I.L.A. Group was 8,082, increasing 534 on December 31, 2016.

Europe North Central/South Asia Rest Total
P America America of the World
Executives 70 30 13 19 9 141
Manager/White-collar 429 87 384 741 13 1,654
Blue-collar 602 69 1,402 3,667 13 5,753
Total at December 31, 2016 1,101 186 1,799 4,427 35 7,548
Europe North America CentraI/SOL_Jth Asia Rest of the World Total
America
Executives 97 32 16 23 6 174
Manager/White-collar 434 66 400 842 17 1,759
Blue-collar 576 91 1,386 4,084 12 6,149
Total at December 31, 2017 1,107 189 1,802 4,949 35 8,082
Change 6 3 3 522 534
The bonuses received by F.I.L.A. Group Managers in the year were as follows:
BENEFITS AND OTHER INCENTIVES FOR MANAGERS
December December
Nature
Euro thousands 2017 2016
Bonus 1,888 1,851 Perfomance Bonus
Total amount 1,888 1,851

In 2017, as in previous years, F.I.L.A. Group personnel undertook training and upskilling courses,

particularly in the administrative areas in order to maintain appropriate professional standards, in line

with the “Group policy”.
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Corporate Governance

For further information on corporate governance, reference should be made to the Corporate
Governance and Ownership Structure Report, prepared in