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Directors’ report

Guala Closures Group

DIRECTORS' REPORT

INTRODUCTION

Guala Closures Group is a multinational Group leader in the
production of aluminium and non-refillable closures, which
operates in 5 different continents, with 29 production plants
and a commercial structure that operates out of more than
100 countries.

Starting 6 August 2018, Guala Closures Group, through its
parent company Guala Closures S.p.A. has been listed on
the STAR segment of the Milan stock exchange following a
business combination with Space 4 S.p.A. (Special Purpose
Acquisition Company listed on the MIV - Investment Vehicles
Market - of Borsa Italiana).

The ownership structure of the parent company of Guala
Closures Group as at the date of this document is characterised
by a significant portion of shares being held by the market.

These financial statements are characterised by the above
business combination and, therefore, to assist the reader
of the financial statements, the Directors’ report contains
“pro forma” data with a view to making the performance
of operations comparable between FY 2017 and FY 2018
(for more details, see the paragraph entitled “Statement of
financial position, results of operations and cash flows of
Guala Closures Group pro forma”).

DEFINITIONS

Lux BU: Company Branch transferred from GCL Holdings
S.C.A. to GCL International S.ar.l. on 31 July 2018 which in-
cludes certain goods, assets, liabilities and legal relationships
of GCL Holdings S.C.A. related, inter alia, to research and
development activities, as well as a portion of the trade
receivables and payables of GCL Holdings S.C.A. due from/to
Guala Closures Pre-merger, except for the balances arising
from intercompany loans granted to the latter.

Company: Space4 S.p.A., renamed Guala Closures S.p.A.
following the merger occurred on 6 August 2018.

Pre-merger Guala Closures: Guala Closures S.p.A. before
the merger into Space4 S.p.A. occurred on 6 August 2018.

Pre-merger Guala Closures Group: Guala Closures Group
before the merger into Space4 S.p.A. occurred on 6 August
2018

Post-merger Guala Closures Group: Space4 S.p.A. with
pre-merger Guala Closures Group in place following the
merger of Space4 S.p.A. into Guala Closures S.p.A..

Guala Closures Group: pre-merger Guala Closures Group
and post-merger Guala Closures Group.
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GROUP STR

URE AS AT 31 DECEMBER

18 — POST-MERGER GUALA CLOSURES GROUP

Guala Closures S.p.A.

100%

Guala Closures International

Guala Closures Australia
Holdings Pty L-Fd. .

[ wsiale gy

100%

Guala Closures Australia Pty
Ltd

43 Guala Closures New Zealand
Ltd

New Zealand :

Guala Closures Mexico
S.A.de CV.

Mexico

100%

Guala Closures Servicios
Mexico, S.A. de C\.

EEXL. Guala Closures de Colombia
Ltda

Guala Closures Argentina

SA

Guala Closures do Brasil
Ltda

Brazil

Guala Closures North
America Inc

United States

B\V.

Netherlands

EUROPE

GCL International S.ar.l.

Luxembourg

Guala Closures DGS Poland

Guala Closures Ukraine LLC

Guala Closures UK Ltd

United Kingdom

Guala Closures Iberica S.A.
Guala Closures Bulgaria A.D.
—

Guala Closures France SAS

France

GCL Pharma S.r.L.

Italy
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Guala Closures (India) Pvt
Ltd

Axiom Propack Pvt Ltd

Beijing Guala Closures Ltd
:
Guala Closures Japan KK

AFRICA

4y Guala Closures South Africa
Ltd

South Africa ju}

4] Guala Closures East Africa
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GROUP STRUCTURE AS AT 31 JULY 2018 - GUALA CLOSURES GROUP AT THE DATE OF THE
BUSINESS COMBINATION WITH SPACE4

Guala Closures S.p.A.

100%

Guala Closures International
B.V.

Netherlands

EUROPE

AFRICA

4y Guala Closures South Africa
Ltd

South Africa

Guala Closures (India) Pvt
Ltd

GCL International S.ar.l.

Guala Closures Mexico
S.A.de CV.

Mexico

Guala Closures Servicios
Mexico, S.A. de C\.

Guala Closures Australia
Holdings Pty L

100%

Luxembourg

Guala Closures Australia Pty Guala Closures DGS Poland

Ltd

43 Guala Closures New Zealand
Ltd

New Zealand :

Axiom Propack Pvt Ltd

Guala Closures Ukraine LLC

Beijing Guala Closures Ltd
*

Guala Closures Japan KK

Guala Closures UK Ltd
=

United Kingdom

e @

Guala Closures do Brasil
Ltda

Brazil

Guala Closures Iberica S.A.
Guala Closures Bulgaria A.D.
—

Guala Closures France SAS

France

100% GCL Pharma S.r.L.

Italy

Guala Closures North
America Inc

United States
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GROUP STR

URE AS AT 31 DECEMBER 2017 - PRE-MERGER G

Guala Closures S.p.A.

100%

Guala Closures International

Guala Closures Australia
Holdings Pty L-Fd. .

[ wsiale gy

100%

Guala Closures Australia Pty
Ltd

j43 Guala Closures New Zealand
Ltd

New Zealand :

Guala Closures Mexico
S.A.de CV.

Mexico

Guala Closures Servicios
Mexico, S.A. de C\.

Guala Closures Argentina

SA

Guala Closures do Brasil
Ltda

Brazil

Guala Closures North
America Inc

United States

B\V.

Netherlands

EUROPE

Guala Closures DGS Poland

SA

Guala Closures Ukraine LLC

Guala Closures UK Ltd
Tl L
|~ el

United Kingdom

Guala Closures |berica S.A.

Guala Closures Bulgaria A.D.

(e iy

100%

Guala Closures Tools EAD
—

Guala Closures France SAS

France

Pharma Trade S.r.l.
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Guala Closures Group

KEY FIGURES

PRO FORMA FIGURES'
2017 2018
Constant Constant exchange | Current exchange

Constant ex- Current exchange

change rates rates exchange rates rates end of year rates end of year
£ Million excluding UCP 2018 perimeter’ 2018 perimeter’

PRE-synergies

Revenue 535 580 543 579 626 588
Growth % 85% 1,5% 83% 17,1% 10,0%
Adjusted gross operating profit 111 112 105 112 116 108
(Adjusted EBITDA)
Growth % 1,4% (5,5%) 1,4% 4,9% (2,0%)
ESMAanet financial indebte- 553 449 431 449
dness
Reporteij net financial indeb- 553 453 435 453
tedness
Employees 4L.747
Plants 29 plants and 3 sales offices in 22 countries on 5 continents
Patents and utility models More than 140

Note:

1. Reference should be made to page 21 in this Directors’ report for the definition
of Pro forma and to the section “Alternative performance indicators” in this
Directors’ report on page 24 for information about the Group’s Alternative
performance indicators, such as Adjusted gross operating profit (Adjusted
EBITDA) and sales for 2018 at constant exchange rates.

2. The data pertaining to the end of year 2018 perimeter include an estimate
of the economic results of UCP for the entire year 2018, without considering
the possible post-acquisition synergies

Guala Closures S.p.A. (the “company” or the “parent”) (formerly
Spaces S.p.A.) was incorporated by Space Holding S.r.l. on
19 September 2017 with the name of Space4 S.p.A. Itis a
special purpose acquisition company (SPAC), set up under
[talian law as an SIV (special investment vehicle) pursuant
to the Italian stock exchange regulation. Trading began on
21 December 2017.

On 31 July 2018, SPAC Space4 S.p.A. acquired Guala Closures
S.p.A., the parent of Guala Closures Group (respectively
"pre-merger Guala Closures” or “pre-merger Guala Closures
Group”). On 6 August 2018 Guala Closures S.p.A. was merged
into Space4 S.p.A.. Furthermore, the latter company was
renamed Guala Closures S.p.A and the group headed by
Space4 S.p.A. was renamed Guala Closures Group.

Guala Closures S.p.A. is a company limited by shares set up
under Italian law and registered with the Alessandria com-
pany register. Its registered office is in via Rana 12, industrial
estate D6, Spinetta Marengo (Alessandria).

Guala Closures Group is a leading multinational group ma-
nufacturing closures for spirits, wine and non- alcoholic
drinks such as water, olive oil and vinegar, as well as pharma
products. The Group is also active in the production of PET
plastic preforms and bottles.

3. The ESMA net financial indebtedness at December 31, 2018 was € 449
million. Excluding approximately € 19 million relating to the acquisition
of UCP, this ESMA net financial indebtedness (pro-forma) at 31 December
2018 would have been € 431 million (€ 553 million at 31 December 2017)

4. Reported net financial indebtedness is calculated by deducting cash, cash
equivalents and financial assets from financial liabilities.

Thanks to the policy of continuous product development, the
Group is the world leader in “non-refillable” closures which
are an instrument against adulteration and counterfeiting of
liquids; these closures protect the quality and the reputation
of the most important international brands in the areas of
alcoholic beverages, soft drinks, wine, oil, pharmaceuticals
and cosmetics.

EVENTS OF THE YEAR AND STRATEGIES

2018 was a year of continuous, significant business growth
during which the Group confirmed its world leadership and
the long-standing resilience of its multinational business
model with more than 90% of sales made abroad, showing
it is an anti-cyclical business with stable margins and of
absolute importance of around 20%.

Despite an extremely volatile world context, characterised
by major financial and commercial tension, the increase in
market shares, the launch of new products, a significant
acquisition and the refinancing of debt in the context of
the stock market listing were pursued and successfully
implemented.
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Below is a summary, in chronological order, of the main events
which affected the Company and Guala Closures Group.

Change in company name:
On 1 January 2018, Pharma Trade S.r.l. changed its name
to GCL Pharma S.r.l..

Sale of the building located in Torre d'Isola (Italy):

On 19 February 2018, the preliminary sale of the building
located in Torre d'lsola (Italy) was signed in Milan. The consi-
deration agreed with the buyer amounts to Euro 2.1 million.

The transaction was completed on 29 June 2018 with the
signing of the notary deed and payment of the relevant
consideration.

Acquisition of non-controlling interests in Guala
Closures Argentina S.A.:

On 20 March 2018, pre-merger Guala Closures Group ac-
quired a residual non-controlling interest (1.62%) in Guala
Closures Argentina S.A. through its holding company Guala
Closures International B.V. for Euro 0.1 million.

Transfer of plant and machinery to a single plant with
Guala Closures UK Ltd:

A process to streamline production activities in Glasgow
beganin the first quarter of 2018, envisaging the transfer of
plant and machinery from the secondary site of Broomhill to
the main site of Kirkintilloch. The process is expected to be
completed in 2019. As at 31 December 2018, an amount has
been accrued for Euro 0.4 million in connection with these
events, as a result of a period provisions totalling Euro 0.8
million and uses of Euro 0.4 million.

Merger between companies of pre-merger Guala
Closures Group:

On 26 June 2018, the merger between Guala Closures Bulgaria
A.D. and Guala Closures Tools EAD was completed and the
new merging company remains Guala Closures Bulgaria A.D..

The purpose of the above merger is to concentrate and
rationalize the resources of the companies, realising cost
savings and, as a result, increasing the overall efficiency of
the structure of Guala Closures Group.

Business combinations and admission to listing

A. On 16 April 2018, the Boards of Directors of Space4
S.p.A. (renamed after the merger, as described below,
“Guala Closures S.p.A!, the “Company”), GCL Holdings
S.C.A., Peninsula Capital Il S.a.r.l. and pre-merger Guala
Closures S.p.A. approved the business combination, by
means of a Framework Agreement, to be implemented
through (i) the acquisition of an equity investment equal
to approximately 80% of the share capital of pre-merger
Guala Closures S.p.A. by the Company and Peninsula

Capital Il S.a.r.l.; (i) the merger of pre-merger Guala
Closures into the Company, and (iii) the admission to
listing of the ordinary shares resulting from the merger
of pre-merger Guala Closures into the Company, on the
STAR segment of the Italian Stock Exchange organized
and managed by Borsa ltaliana S.p.A. (the “Business
Combination”).

In accordance with the above master agreement the
completion of the business combination was subject to
conditional clauses, including the transfer of some goods,
assets, liabilities and legal relationships (the “BU Lux")
from the parent GCL Holdings S.C.A. to pre-merger Guala
Closures Group. On 7 May 2018, Guala Closures Interna-
tional B.V. acquired an investment in GCL International
S.arl and, on 25 May 2018, the Board of Directors of
the parent GCL Holdings S.C.A. approved GCL Holdings
S.C.As transfer of the BU Lux to GCL International S.a
r.l.. The BU Lux comprises GCL Holdings S.C.A's goods,
assets, liabilities and legal relationships related, inter
alia, to research and development activities, as well as
a portion of the trade receivables and payables of GCL
Holdings S.C.A. due from/to pre-merger Guala Closures,
except for the balances arising from the intercompany
loans granted to the latter.

On 30 July 2018, the Managers' capital increase was fully
subscribed and paid-in by GCL Holdings S.C.A. ("GCL")
for Euro 25,000,000 (of which Euro 370,161.40 allo-
cated to share capital and Euro 24,629,838.60 to share
premium reserve), against the issuance by pre-merger
Guala Closures of 3,701,614 ordinary shares, together
with 1,480,646 Guala Closures Management Warrants
(for an equivalent ratio of four Guala Closures Manage-
ment Warrants every ten issued ordinary shares). Such
amount was made available to GCL through a facility
agreement with Credit Suisse entered into on the same
date guaranteed through a pledge over the pre-merger
Guala Closures' shares held by GCL.

Further to the above, on 30 July 2018 the Board of
Directors of pre-merger Guala Closures resolved to (i)
use part of the share premium reserve (created with the
Managers' capital increase) to cover the losses carried
forward from the previous financial years which had
not already been covered pursuant to the resolution
of 28 May 2018, equal to Euro 4,893,059, the further
losses resulting from the quarterly financial statements
at March 31, 2018, for an overall amount equal to Euro
4,913,235 as well the additional Euro 3,897,765 losses
estimated at 30 July 2018 on the basis of the budget of
pre-merger Guala Closures; and (ii) redeem all the par-
ticipating financial instruments (SFP), by using the SFP
reserve and the remaining part of the share premium
reserve created with the Managers' capital increase.

The redemption of the SFP held by GCL was carried
out by offsetting a receivable held by pre-merger
Guala Closures vis-a-vis GCL. Such offsetting is part
of a broader intercompany netting transaction which
led to the write-off of all the payables and receivables
existing among pre-merger Guala Closures, its parent
(GCL) and its subsidiary Guala Closures International

ANNUAL REPORT 2018
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B.V.. Specifically, on 31 July 2018, the intercompany
loan granted in 2016 by pre-merger Guala Closures
to GCL for an amount equal to Euro 91,200,000, plus
interest, was extinguished by offsetting (i) pre-merger
Guala Closures’ payable to GCL arising from the SFP
redemption described above, against (ii) the assignment
of GCL's receivables from Guala Closures International
B.V. to pre-merger Guala Closures.

F. Asaconsequence of the resolutions and intercompany

netting transactions mentioned under letter (E) above,
at 31 July 2018, GCL's payable to pre-merger Guala
Closures totalled Euro 3,676,144. The receivable was
partially repaid on the same date through the payment
by GCL of Euro 2,219,000. The residual amount, equal
to Euro 1,457,144, was waived by pre-merger Guala
Closures, which therefore had no other outstanding
payables or receivables to/from at 31 July 2018.

G. Onthe closing date of the Business Combination (i.e. on

31 July 2018) the acquisition of the 61,200,000 ordinary
shares of pre-merger Guala Closures (equal to 78.13%
of its share capital) was completed with the transfer
by GCL of (i) 52,316,125 ordinary shares of pre-merger
Guala Closures to the Company, (i) 7,403,229 ordinary
shares of pre-merger Guala Closures to PIl G S.ar.l.,
and (iii) 1,480,646 ordinary shares of pre-merger Guala
Closures to Quaestio Capital SGR S.p.A., against the
payment of the agreed consideration. Furthermore,
on the same date pre-merger Guala Closures and the
Company signed the merger deed, the effects of which
have been conditioned to the approval by Consob (the
Italian commission for listed companies and the stock
exchange) of the prospectus for the listing of post-merger
Guala Closures (the “"Prospectus”).

H. Finally, further to the approval by Consob of the Pros-

pectus, the merger of pre-merger Guala Closures into
the Company became effective on 6 August 2018 (the
“Merger”). Following the Merger, the Company adopted
the corporate name of “Guala Closures S.p.A!" and its
ordinary shares and market warrants have been traded
on the Italian Stock Exchange (Mercato Telematico Azio-
nario), within the Star Segment since 6 August 2018.

Pre-merger Guala Closures’ financial indebtedness
A.  On 28 June 2018 pre-merger Guala Closures, in agree-

ment with the Company, started two distinct consent
solicitation procedures with the purpose of obtaining
a waiver by (i) the bondholders under the bond issued
by pre-merger Guala Closures in 2016 (the “Guala Clo-
sures Bonds") and (ii) the revolving credit facility lenders
under the 2016 revolving credit facility agreement (the
“RCF") in relation to their right to exercise the change
of control clauses provided under the Guala Closures

upon completion of the Business Combination. As part
of these procedures, the bondholders under the Guala
Closures Bond and the RCF lenders were also requested
to release certain security interests created to secure
their obligations under the relevant agreements. On 20
July 2018 and on 19 July 2018, the bondholders under
the Guala Closures Bonds and the RCF lenders respec-
tively, agreed to grant the above-mentioned waivers
and carried out the necessary activities to release the
relevant security interests.

Following the consultation procedures described under
letter (A), on 1 August 2018, pre-merger Guala Closures,
by agreement with the Company, fully repaid the Guala
Closures Bond and RCF for an amount of 100% of said
totals, plus any interest accrued as at the date of repay-
ment, using the proceeds from the intercompany loan
of Euro 552,475,766.67 granted by the Company on
20 July 2018 Part of such intercompany loan was made
available to the Company on the same date further to
the signing by the latter of a bridge facility agreement
(the "Bridge Facility Agreement”) with UniCredit Bank
AG, Milan Branch, acting as agent, and the original bridge
lenders (Credit Suisse AG, Milan Branch, Banca IMI S.p.A,,
Banco BPM S.p.A., Barclays Bank PLC and UniCredit
S.p.A.) for an amount equal to Euro 450 million, which
was repaid during the year.

Furthermore, on 20 July 2018, the Company also entered
into with UniCredit Bank AG, Milan Branch, as agent,
and the original lenders (Credit Suisse International,
Banco BPM S.p.A,, Barclays Bank PLC, Intesa Sanpaolo
S.p.A. and Unicredit S.p.A.) a new revolving credit facility
agreement governed by the law in England and Wales,
for a maximum amount of Euro 80 million (the “New
RCF"), Euribor/LIBOR GBP 3 months + 2.5% (zero floor).
The New RCF will expire five years and six months after
the first utilization of the bridge financing described
under letter (B) above.

Refinancing
A. On 3 October 2018, Guala Closures S.p.A. fully repaid the

Euro 450 million bridge loan, using the proceeds from a
floating-rate bond issue due in 2024 of Euro 455 million
(the "Bonds") (Euribor 3 months +3.5% - zero floor) under
an indenture contract governed by the laws of the State
of New York. The contract was signed, inter alia, by Guala
Closures S.p.A., as the issuer, The Law Debenture Trust
Corporation p.l.c., as the senior secured notes trustee
and Bondholders’ representatives pursuant to articles
2417 and 2418 of the Italian Civil Code, Deutsche Bank
AG, London branch, as the paying agent, and Deutsche
Bank Luxembourg S.A., as the transfer agent and the
registrar (the “Indenture”).

Bond and the RCF which would have been triggered B. On 11 October 2018, under some agreements to partici-

1. By means of the designation by Peninsula and its related companies PIl G
S.arl. as purchaser of the shares of Guala Closures pursuant to the master
agreement referred to under letter (A) above.
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pate in the new RCF and a supplement to the indenture,
Guala Closures International B.V., Guala Closures U.K.
Limited, Guala Closures Australia Holdings Pty Ltd,
Guala Closures Australia Pty Ltd, Guala Closures New
Zealand Limited, Guala Closures do Brasil LTDA and Guala
Closures Iberica S.A. granted a personal guarantee to
guarantee the facility made available by the new RCF
and the Bonds.

C. Inaddition to the above and in order to guarantee the
facility made available by the new RCF and the Bonds, the
following companies granted the following guarantees:

i.  Pledge over Guala Closures International B.V. shares
held by Guala Closures S.p.A;

ii. Pledge over Guala Closures International B.\s
receivables arising from some intercompany fi-
nancing contracts;

iii. Specific security deed on Guala Closures Australia
Holdings Pty Ltd shares held by Guala Closures
International B.V,;

iv. Specific security deed on Guala Closures Australia
Holdings Pty shares held by Guala Closures Australia
Holdings Pty Ltd;

v. Pledge over the FPI and shares of Guala Closures
Ukraine LLC held by Guala Closures International BV.;

vi. Specific security deed on Guala Closures New
Zealand Limited shares held by Guala Closures
International B.V.;

vii. Charge on Guala Closures U.K. Limited shares held
by Guala Closures International B.\.;
viii. Pledge over Guala Closures DGS Poland S.A. shares

held by Guala Closures International B.V;

Incorporation of a newco

On 30 October 2018, the Board of Directors of the subsidiary
GCL International S.ar.l. approved the incorporation of a new
company in Kenya, named Guala Closures East Africa Limited.
The newco will initially market the products manufactured
by other group companies and, in the future, it may set up
a production unit. The company was effectively established
on 8 November 2018.

Merger between group companies
Guala Closures (India) Pvt Limited and its subsidiary Axiom
Propack (Pvt) Limited (acquired in 2017) undertook a mer-
ger process, after which Axiom Propack Pvt Limited will be
merged into Guala Closures (India) Pvt.

As part of this process, on 11 September 2018 the com-
panies jointly requested the Mumbai National Company
Law Tribunal to approve the merger. Pending approval by

2. FY 2018 runs from 1 April 2017 to 31 March 2018
3. EBITDA adjusted to exclude the effect of non-recurring costs

the competent authorities, the merger is expected to be
finalized by 30 June 2019.

Acquisition of United Closures and Plastics (UCP)
On 12 December 2018, through its Luxembourg subsidiary
GCL International S.a r.l., the Group completed the purchase
of the important Scottish company, called United Closures
and Plastics ("UCP”), with registered office in Bridge of Al-
lan. UCP boasts a long-standing presence on the Scottish
market and supplies some historic brands of scotch whisky
with which it has consolidated relations.

In FY 2018°, UCP achieved net revenues of GBP 44.8 million,
with 2018 adjusted EBITDA® of GBP 3.5 million (or 2018 net
revenue of approximately Euro 51 million and 2018 adjusted
EBITDA of approximately Euro 4 million).

This transaction allows Guala Closures Group to expand its
presence on the Scottish market, extending its commercial
activities and innovation and production processes.

The Group will in fact be able to consolidate its collaboration
with the spirits multinationals operating in Scotland and, in
particular, with those of whisky, one of the most important
segments in the spirits sector. The transaction will also speed
up the reorganisation of industrial structures launched by the
Group in 2018, in order to achieve greater production efficiency.

The enterprise value is GBP 19.1 million (equal to approxi-
mately Euro 21.1 million), whilst the equity price is GBP 17.8
million (equal to approximately Euro 19.8 million).

The financial commitment of GBP 17.8 million has been
financed for GBP 10 million through the RCF multicurrency
available to the Group and, for the remainder, through use
of part of its available cash.

2018 investments:

During 2018, the Group invested Euro 36.0 million (net of
disposal and excluding the assets held for sale) (Euro 28.6
million in 2017), in order to support its future growth. The
main investments in 2018 were made in Italy, the Ukraine,
Poland, Mexico, India, Chile and Spain.

RESEARCH AND DEVELOPMENT

Guala Closures Group has more than 140 active patents
and IP rights.

The Group has always been a world leader in its market
segment, thanks to the innovative solutions designed for its
products and processes and its ability to anticipate future
market trends and transform them into new concepts.

2018 research and development activities have once again
confirmed the Group's creativity in spotting the trends of the
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market and be able to translate them into smart, sustainable
and valuable solutions.

The Group's traditional market is experiencing major changes;
the new generations, the “millennials” are shifting their inte-
rest towards the consumption of alcoholic drinks that differ
from those of the major manufacturers, looking for more
local, authentic, healthy and simpler products; this means a
strong growth of craft products, which also need to convey
their origin in the message transmitted by the packaging.

In the meantime, the market demand for “connected” pac-
kaging is growing and the Group has invested to ensure that
it is cutting-edge in this development.

A significant number of closures have been re-designed to
incorporate NFC (near-field communication) devices to allow
the end client to authenticate the product and/or connect to
the brand and obtain useful information. Brands can thus
interact with the client in the manner defined as “customer
engagement”.

Sustainability and reduced environmental impact of pac-
kaging is becoming increasingly important the world over.
The Group, which is already active in this sector with targets
for lower emissions and offsetting carbon, has invested in
research with partners in eco-compatible materials, flanked
by a new approach taken to product design to prepare the
products of today to use these new materials in the future.

Innovation and marketing are working together to interpret
these trends and transform inputs into captivating, com-
petitive ideas.

R&D targets in 2019
Most of the current group research and development goals
are in the area of:

» brand identity - highly aesthetic, thanks to the use of
colours, dimensions, forms and materials;

= trademark protection - anti-counterfeiting: highly tech-
nological security systems are conceived and designed,
exploiting the corporate know-how acquired through vast
experience and implementing cutting-edge technologies;

» new technologies, that are selected, piloted, approved
and introduced into the production cycle;

» sustainability, which takes the form of the use of new
environmentally-sustainable, compostable materials and
new product designs aiming to facilitate the treatment of
the product at the end of its life.

Implementation of RFID/NFC systems

NFC is today the most promising anti-counterfeiting tech-
nology. It can also offer exceptional opportunities in terms of
communication between brand and consumers and can open
of new opportunities in terms of the logistic traceability of
the product. In 2018, the research and development centre
in Luxembourg developed and launched some important
trials of closures equipped with the RFID/NFC system. The
aims of these closures are:

» product authentication
= consumer engagement
= |ogistic tracking and tracing

The aluminium NFC closures, thanks to the use of a patent
(pending), which allows NFC technology to work with the
presence of aluminium, they are the first launch of the very
first aluminium closure to the world, with built-in NFC. A
proprietary loT platform called the “Internet of Closures”
(IoC) has been perfected and its now fully operative. In
addition to this platform, the Group has also stipulated
agreements with start-up specialised in the loT world and
can now offer more varied, specialised solutions in various
areas as authentication based on blockchain and consumer
engagement.

We have 1 patent (pending) and various models deposited.

Aluminium electro-magnetic forming

This aluminium forming technology has been used in various
different applications in different industrial sectors. Since
2017 and for 2018, the Luxembourg research centre has
been working on this technology to take it into the world
of closures for alcoholic drinks. The aim is to obtain a new
generation of anti-counterfeiting plastic closures, finished
with a layer of highly aesthetic aluminium, formed in very
freely designed forms.

EMF technology has the following major advantages:
1. Great freedom of design;

2. The option of bypassing many of the limits of traditional
aluminium forming technologies;

3. The option of having very fine details and embossing and
debossing solutions simultaneously on the same piece;

4. Obtaining of all-new performance in terms of an-
ti-counterfeiting.

Three patents have been filed to protect this development.

Industry 4.0 - flexible automation

The aim of this strategic project for the Group is to construct
flexible assembly lines. With the aim of reducing production
costs and being able to automate the production processes
characterised by smaller numbers/lots, the Group has wor-
ked on the definition of new concepts of pick and place and
assembly. The general aim is to avoid manual operations,
reduce the traditional costs of automation and optimise
production flexibility.

Advanced robotics

In search of this greater flexibility in our assembly lines, we
have chosen advanced robotic systems for the picking and
positioning of components to be assembled. The choice
criteria were based on automated solutions characterised
by high precision, efficiency, feasibility in respect of the input
of parts on industrial assembly lines, with rapid changes,
great flexibility and a quick return on investment.
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Advanced 3d printing

3D printing is today one of the most promising technologies
able to bring revolutionary innovation into production pro-
cesses. The Group has chosen to invest to be a forerunner in
this field; HP 3D printing technology is available throughout
the Group to print:

» mechanical components for automation machines
» product samples
= small product pre-production

Performance in terms of speed is amongst the best on the
market and costs are highly competitive: in particular, some
mechanical components traditionally using CNC technology
for removal (mills/lathes) can be produced using HP tech-
nology at a fraction of the cost (1/5 up to 1/10).

3 Injection project

In 2018, the 3 injection project also started, aiming to conceive
and engineer a new multi-component closure developed in
a single injection moulding process.

The technology to be used is termed “multi-injection’, partly
already previously used by the Group but limited to bi-injec-
tion. The first draft product designs have been developed
and a specific multi-injection machine purchased, which can
inject 1-2-3 materials simultaneously and, therefore, with
three injection units (absolute innovation for the Group and
the closures sector). The first moulding trials were carried
out at the mould supplier (Matrix, Spain).

The key to the success of the Group's innovative approach is
its close collaboration not only with the Marketing Depart-
ment but also with external partners, from design agencies
to web and connectivity developers.

Implementing the Group’s vast technical know-how, which
ranges from design through to development, from plastic
and metal materials to electronics applied to packaging,
the Group is developing numerous new concepts that can
open up new markets.

The activities of the R&D department in 2018 led to roughly
Euro 2.4 million of costs, on the basis of pro-forma, and
roughly Euro 0.9 million of capitalized development ex-
penditure.

CORPORATE GOVERNANCE:

For information about corporate governance, reference is
made to the Report on Corporate Governance and Owner-
ship Structures, prepared in accordance with Art. 123 bis of
the Consolidated Finance Act, approved by the Company's
Board of Directors at the same time as the Directors’ report
made available by the Company at the registered office and
on the Group's website (www.gualaclosures.com — Investor
Relations section).

Please note that the information pursuant to paragraphs
1 and 2 of Art. 123-bis of Italian Legislative Decree no.
58/1998 is given in the separate "Report on Corporate Gov-

ernance and Ownership Structures’, which refers, for some
information relative to remuneration, to the "Remuneration
Report” prepared in accordance with Art. 123-ter of Italian
Legislative Decree no. 58/1998. Both Reports, approved by
the Board of Directors, are published within the envisaged
terms on the Company's website www.gualaclosures.com.

LEGAL DISPUTES

The Group continues its tireless defence of its patents
against counterfeit products. Successful outcomes were
achieved against competitors in many countries, where the
legal disputes demonstrated the importance and validity
of our patents.

The Group currently has ongoing lawsuits to protect its
patents, particularly in Ukraine, where the case against the
competitor Alcopack has been settled in our favour.

In addition, the Group has a nullity proceeding before the
EPO's Board of Appeal concerning the patent owned by
Doron Rigel/Jumpn’Pour and another proceeding against the
same party before the Court of Rome to declare the nullity
of the Italian extension of the same European Patent. Under
the scope of these latter proceedings, the court-appointed
expert witness has confirmed the invalidity of the intellectual
rights, also confirming that Guala Closures product would
not, in any case, interfere with such.

In relation to the fatal incident that took place on 30 January
2017 at the Magenta (MI) plant of pre-merger Guala Clo-
sures, thereafter merged by acquisition into the Company,
the heirs of the deceased were fully reimbursed in July 2018;
compensation was paid 80% by the insurance of pre-merger
Guala Closures and the remaining 20% by the Prevention
and Protection Service Manager appointed at the time of
the incident, Luigi Cichero.

As regards the liability pursuant to Italian Legislative Decree
no. 231/01, pre-merger Guala Closures, as part of the cri-
minal proceedings gen. reg. no. 4361/2017 with the Court
of Milan, formulated a plea bargain, to define the position
with the payment of a fine of Euro 50 thousand; the public
prosecution has already expressed an opinion in favour.

POLICIES FOR FINANCIAL AND OTHER BUSINESS

RISK MANAGEMENT

Reference should be made to note (8) Financial derivative
assets, (12) Current and non-current financial liabilities
and 15) “Financial derivative liabilities” to the consolidated
financial statements for further information on derivatives
in place at 31 December 2018 and the related accounting
treatment and to note 34) “Fair value of financial instruments
and sensitivity analysis” for other financial instruments and
risk management policies.
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Interest rate risk and stock price change

This risk relates to volatility of the market rates which
determine the interest expense paid on outstanding loans.

The Group is exposed to interest rate risk as almost the full
amount of its financial liabilities is subject to the payment
of interest at floating rates subject to short-term repricing.

The Group's policy is to hedge a small portion of the payable
amount subject to interest rate risk. Interest rate swaps are
used to hedge the risk which enable the interest rate to be
set at fixed amounts.

The Group has two interest rate swaps in place at 31 De-
cember 2018 to hedge the floating interest rates on the
property finance lease. These derivatives meet the formal
requirements of IFRS 9 as at 31 December 2018 and have
been recognized as hedging instruments.

With reference to market risk, market warrants are measured
at fair value to profit & loss. Consequently, the corresponding
changes could significantly affect the Company's economic
performance:

» anincrease in the fair value of the market warrant could
lead to an increase in liabilities and financial expenses
for the Company;

» areduction in the fair value of the market warrant could
lead to a reduction in liabilities and financial income for
the Company.

It is hereby acknowledged that these financial liabilities /
financial income represent change in fair value that never
affect the Group cash flow.

Currency risk

This risk relates to the effect of fluctuations in exchange
rates on sales and purchases in currencies other than the
functional currencies of the various group entities.

The Group is exposed to currency risk, mainly in relation to
fluctuations of the USA dollar, Australian dollar, British pound
sterling, Indian Rupee, Ukrainian Hryvnia and Polish Zloty.

Interest on loans is denominated in the currency of the cash
flows generated by the Group’s underlying transactions.

Guala Closures Group manages the currency risk using hedges
that provide for the forward purchase or sale of foreign cur-
rency when significant differences are noted between cost and
revenue in foreign currency. As at 31 December 2018, a hedge
contract is in place for trade receivables held in pound sterling.

Liquidity risk

This risk regards the Group's ability to meet its obligations
arising from financial liabilities.

The Group's approach to liquidity management is to ensure
adequate funds are always available to cover its obligations
at the expiry dates, both in normal conditions and at times
of financial difficulty, without incurring borrowing expense
at terms higher than market conditions.

The Group generally ensures there is sufficient cash and
cash equivalents to cover forecast short-term operating
expenses, including those related to financial liabilities.
Contingent effects arising from extreme situations that
cannot reasonably be forecast, such as natural disasters,
are excluded from the above.

The aim of the Group's financing strategy is to maintain a
well-balanced maturity profile for liabilities to thereby re-
duce the refinancing risk. Historically, the Group has always
met its obligations on time and was able to re-finance the
indebtedness in advance before it expires.

Reference should be made to the tables in note 12) “Current
and non-current financial liabilities” to these consolidated
financial statements for information on the Group’s loans,
credit lines and facilities at the reporting date.

Risk of fluctuation in raw materials prices

Guala Closures Group manages the risk of fluctuations in
the purchase price of raw materials, aluminium in particular,
through forward purchases of aluminium on the London
Metal Exchange.

At 31 December 2018, the Group does not have any contracts
for the forward purchase of aluminium.

Pursuant to article 2428.1.6-bis b) of the Italian Civil Code,
we note that potential price-related issues are a result of
the aluminium price trend, which has fluctuated wildly and
prevented the Group from offering customers consistent
and stable sales prices.

Credit risk

This is the risk that a customer or the counterparty to a
financial instrument is unable to meet an obligation, leading
to a financial loss. These risks arise mainly in relation to
trade receivables and financial investments.

The Group’s exposure to credit risk depends largely on each
customer’s specific characteristics. The demographics of the
Group's customer portfolio, including the segment insolvency
risk and the country risk, have an impact on the credit risk.

Most of the Group's trade receivables are due from leading
operators of the alcoholic and non-alcoholic beverage seg-
ment. Most of its trading relationships are with long-stan-
ding customers. The Group's historical figures indicate a
modest amount of bad debts. The risk is fully covered by
the corresponding allowance for impairment recognized in
the separate financial statements.

There are no cases of particularly concentrated credit risk
in geographical terms.

Business risk

As concerns business risks (such as risks related to inter-
national trade and transactions in emerging markets and
at-risk countries), Guala Closures Group currently operates
across numerous markets and continues to pursue its policy
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of expanding its business in countries in which the Group
is not yet present (see, for example, the establishment of a
subsidiary in Kenya in 2018). Operating in emerging markets
exposes the Group to international business risks, such as
exposure to local political and economic situations, which
can sometimes be unstable, exchange rate fluctuations
and related hedging issues, and potential export and import
limitations.

The Group carries out a significant portion of its business
in the United Kingdom, an activity that in 2018, following
the purchase of the Scottish company United Closures and
Plastics ("UCP"), has increased further.

As regards risks linked to the "Brexit’, i.e. the exit from the
European Union (EU) of the United Kingdom, Guala Closures
Group has carried out an internal assessment after which,
by virtue also of the considerable uncertainty surrounding
the scenario, no significant indicators have emerged that
suggest that the effects of the Brexit may significantly impact
the Group's results recorded in that country.

Indeed, at the time this document is prepared, it is not
known whether the United Kingdom will leave the EU with
or without a commercial agreement at end March. The
institutional political context is complicated and there are
numerous possible options.

If the United Kingdom should leave the EU without any kind
of commercial agreement, the risks for the Group would
mainly derive from the difficulties that would ensue in the
management of imports by Group companies operating on
the territory (Guala Closures UK and UCP) and in exports
towards EU countries.

On its part, Guala Closures Group and, in particular, its
subsidiaries Guala Closures UK and UCP, are ready for the
event of an exit without an agreement, at which point they
will launch new procedures for handling imports that would
make it possible to manage the flows of goods from the EU
to the United Kingdom. As regards production and sales
forecasts, following an internal assessment, also backed
up by discussions with customers of the local companies of
Guala Closures Group, considering the unknown factors of a
context that is so uncertain in respect of future events, no
significant indicators have been noted that would suggest
that production and sales would be significantly impacted
by Brexit.

MANAGEMENT REGULATIONS AND PROCEDURES

Mauro Boano is the Data Protection Officer in accordance with
[talian Law no. 196/2003 and Directive 679/2016 (GDPR).

The role of Prevention and Protection Service Manager has
been confirmed as assigned to Lorenzo Ferrarese, Company
employee.

Although the organisational model was updated on 31 January
2018, as a consequence of the acquisition of pre-merger
Guala Closures and subsequent business combination, the
appointment has been made to prepare another update to
the model, by virtue of the altered status of Guala Closures

S.p.A., including, amongst others, the situations relative to
the stock market crimes.

Guala Closures S.p.A., in accordance with the requirements of
Legislative decree no. 231/01, has a Surveillance committee
which meets at least four times a year to plan the quarterly
checks and to examine the findings thereof. It then reports
to the Board of Directors. Roberto Malvezzi is the committee
chairman, while Marco Andreoletti has been confirmed as
its second member and the external technical expert.

Following the business combination and related listing on
the Borsa Italiana MTA, STAR segment, the Company has
also established the Control and Risks Committee and Re-
muneration Committee.

The Control and Risks Committee consists of:
Ing. Francesco Caio (Chairman)
Prof. Lucrezia Reichlin

Dott. Nicola Colavito

The tasks of the Control and Risks Committee can be sum-
marised as follows:

= the Control and Risks Committee is responsible for as-
sisting the Board of Directors by conducting inquiries and
providing recommendations and advice, in assessments
and decisions relating to the internal control and risk
management system, as well as those relating to the
approval of periodic financial reports;

» the Control and Risks Committee also has the duty of
assisting the Board of Directors in completing its tasks
relating to: (i) defining the guidelines of the internal control
and risk management system, to ensure that the main
risks relating to the issuer and its subsidiaries are properly
identified, adequately measured, managed and monitored,
determining the criteria of compatibility between the risks
thus identified and the sound and prudent management of
the Company consistent with the strategic targets identified;
(i) the periodic verification, at least once per year, of the
adequacy and effectiveness of the internal control and risk
management system with respect to the characteristics of
the Issuer and the risk profile assumed; (iii) the approval, at
least once a year, of the plan of work prepared by the Internal
Audit Department Manager; (iv) the description, in the cor-
porate governance report, of the main characteristics of the
internal control and risk management system, to evaluate
its adequacy; (v) the evaluation, after consulting with the
board of statutory auditors, of the results presented in the
reports of the auditing firm and in any letter of suggestions
and in the report on the fundamental issues emerging
during the audit of the accounts; and (vi) the appointment
and revocation of the Internal Audit Department Manager.

In particular, the Control and Risks Committee aims to:

i. together with the manager responsible for preparing the
company’s accounting documents and after consulting
with the auditor and the board of statutory auditors,
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assess the correct use of accounting standards and their
uniformity for the purpose of drafting the consolidated
financial statements;

ii. define the control mechanisms to verify compliance
with the delegations attributed and periodically monitor
their functioning, promptly reporting any anomalies to
the Board of Directors;

iii. express opinions on specific aspects regarding the
identification of the main business risks;

iv. examine the periodic reports concerning the assessment
of the internal control and risk management system;

v. report to the Board of Directors at least every six months,
when the annual and half-yearly financial report are
approved, on the activities carried out as well as on the
adequacy of the internal control and risk management
system; and

vi. carry out any other tasks assigned by the Board of
Directors.

The Remuneration Committee is made up of:
Prof. Luisa Maria Virginia Collina (Chairman)
Ing. Francesco Caio

Dott. Edoardo Subert

The tasks The Remuneration Committee are as follows:

i. formulate proposals to the Board of Directors for the
definition of the fixed and variable remuneration policy
of directors and key managers of the Issuer post-merger,
availing itself of the information supplied by the Chief
Executive Officer;

ii. periodically assess the adequacy, overall compliance
and actual application of the remuneration policies for
directors and key managers, with regard to this, using
the information provided by the Chief Executive Officer;
establish proposals to submit to the Board of Directors;

ii. submit proposals or express opinions to the Board of
Directors on the remuneration of executive managers
and the other directors who carry out specific roles and
establish the performance targets related to the variable
component of said remuneration; monitor application
of the decisions adopted by the Board of Directors,
specifying, in particular, the actual achievement of said
performance targets.

Moreover, the Remuneration Committee:

a. with reference to the managers with strategic responsi-
bilities, verifies the consistency of their remuneration
with the fixed and variable remuneration policy and
expresses an opinion on it;

b. assists the Board of Directors in examining the propo-
sals to the Shareholders’ Meeting for the adoption of
remuneration plans based on financial instruments;

c. examines and submits to the Board of Directors the
annual report on remuneration, which, for the members
of the administrative and auditing bodies individually
and in aggregate form for managers with strategic
responsibilities:

> provides an adequate representation of each of the
items comprising remuneration; and

> offers an analytical presentation of the fees paid
during the reference year for any title and in any
manner by the Issuer post-merger and its subsi-
diaries.

The Remuneration Committee has the faculty to access all
information and corporate departments, ensuring suitable
functional and operative connections with such for the
carrying out of its duties. The Remuneration Committee
may use external consultants, at the expense of the Issuer
post-merger and in any case within the limits of the budget
approved by the Board of Directors, after verifying that such
consultants are not in any situation that would concretely
compromise their independence of judgement and, in
particular, do not provide the HR Department, directors or
managers with strategic responsibilities services of signifi-
cance that would concretely compromise the independent
judgement of said consultants.

In accordance with the recommendations of implementing
rule 6.C.6 of the Corporate Governance Code, no director
shall participate in meetings of the remuneration committee
in which proposals are submitted to the Board of Directors
relating to his/her own remuneration.

The Company has appointed Anibal Diaz, who, starting 6
August 2018, has replaced Edoardo Subert as Manager ap-
pointed to prepare the company's accounting documents, in
accordance with Art. 154-bis of the Consolidated Finance Act.

The Company has also appointed, in line with the recom-
mendations pursuant to implementing criterion 9.C.1 of
the Corporate Governance Code, Claudia Banfi as Investor
Relater starting 6 August 2018, in lieu of Carlo Pagliani, who
previously held said role.

On 18 December 2018, the Company also approved the
new MAR (Market Abuse Regulation), which instituted the
Register of Relevant Information, in addition to that of inside
information; the MAR Code has also encompassed regula-
tions relating to how to treat internal dealing transactions.

The RPT (Related Party Transactions) Procedure is currently
in force, previously approved by Space4 S.p.A. pre-business
combination; this procedure is being revised and a new
procedure has been approved in March 2019.

RELATED PARTY TRANSACTIONS

All transactions with related parties are defined contractually
and take place at market conditions (fair value).

Transactions with the parent’s Directors and key managers
are listed in notes 35) “Related party transactions” to the
consolidated financial statements.
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Following the sale of pre-merger Guala Closures to Spaces4
S.p.A. and the simultaneous reorganization of the Luxembourg
companies, which previously controlled pre-merger Guala Clo-
sures, the incorporated under the Luxembourg law company
GCL Holdings S.C.A. has become wholly owned by Managers
and by their relatives and controlled by law by Marco Giovannini.

The transactions and relationships between this company
and the Group at 31 December 2018 are summarized below:

» from 6 August (effective date of the merger), it had four
members appointed by it on the Board of Directors of Guala
Closures S.p.A., as well as two independent members with
an appointment jointly held with Space Holding S.p.A.;

» starting from 10 September 2018 two permanent members
and one alternate member of the board of statutory
auditors of Guala Closures S.p.A. were appointed under
recommendation of GCL Holdings S.C.A;

= starting from 31 July 2018 GCL Holdings S.C.A. holds
14.24% of the share capital of Guala Closures S.p.A. and,
as aresult of the 4,322,438 B multi-voting shares, it holds
24.28% of the voting rights;

» the transactions with GCL Holdings S.C.A. were carried
out under normal market conditions.

Also Space Holding S.r.l. can be considered a related party.

» The transactions and relationships between this company
and the Group at 31 December 2018 are summarized below:

= from 6 August (effective date of the merger), it had two
members appointed by it on the Board of Directors of
Guala Closures S.p.A. (of whom one independent) and
two independent members with appointment exercised
jointly to GCL Holdings S.C.A;;

» starting from 10 September 2018 one permanent member
and one alternate member of the board of statutory
auditors of Guala Closures S.p.A. were appointed under
recommendation of Space Holding S.r.l.;

= starting from 31 July 2018, Space Holding holds 4.70% of
the share capital of Guala Closures S.p.A. and, also due to
the 805,675 C shares without voting rights, it holds 3.14%
of the voting rights;

= the transactions with Space Holding S.r.I. were carried out
under normal market conditions. Space Holding S.r.l. has
provided consulting services for an amount of € 1,239
thousand for services provided from 1 January 2018 to 6
August 2018, as per the contract of 27 September 2017
subsequently amended on 16 November 2017, and from 7
August 2018 to 31 December 2018 as per contract dated
December 18, 2018.

Peninsula Capital Il sarl (as a general partner of Peninsula
Investments Il S.C.A. that controls PIl G S.ar.l.) can be consi-
dered a related party.

The transactions and relationships between this company
and the Group at 31 December 2018 are summarized below:

» from 6 August (effective date of the merger), it had a
member appointed by it on the Board of Directors of
Guala Closures S.p.A;

» starting from 31 July 2018 Peninsula holds 9.84% of the
share capital of Guala Closures S.p.A. holding voting rights
of 8.92%;

» the transactions with Peninsula were carried out under
normal market conditions.

TAN Advisory S.r.l. can be considered a related party as
it is the management company of the TAN Group, 100%
controlled by Tan Holdings S.r.l., which, in turn, is held by
Filippo Giovannini for a direct investment of 11.49% and an
indirect investment through Tan International S.r.l. of 5.24%;
in addition to this Tan Advisory S.r.l. is a direct subsidiary
for 5.83% of SWAN S.r.l., a company held entirely by the
Giovannini family and in which Marco Giovannini exercises
legal control, with 52% of the share capital.

Transactions with TAN Advisory S.r.l. took place on an arm’s
length basis. TAN Advisory S.r.l. during 2018 it provided
consulting services for an amount of € 40 thousand in the
context of the business combination.

Related parties also include a pension fund for employees of
the former Metal Closures Ltd. (now Guala Closures UK Ltd.)
managed by Metal Closures Group Trustees Ltd. Considering
the performance of the pension fund, the English company
was not required to transfer funds thereto. Employees have
paid their contributions. Reference should be made to note
17) "Employee benefits” to the consolidated financial sta-
tements for additional information.

Guala Closures S.p.A. it also had relations with other Guala
Closures Group companies. Please refer to the notes to the
separate financial statements n. 5) Current and non-current
financial assets, 6) Trade receivables, 11) Other current as-
sets, 12) Investments, 18) Trade payables, 23) Other current
liabilities, 26) Net revenues, 27) Other operating income, 29)
Costs for raw materials, 30) Costs for services, 33) Financial
income, 34) Financial expenses, 35) Dividends.

There are no significant transactions with other related
parties in addition to those indicated in this report or in the
notes to the financial statements.

OTHER INFORMATION

There are no stock option plans or any share based payment
arrangements in place at 31 December 2018. At 31 December
2018, there were no free allocations of shares to employees.

Reference should be made to the note 35) “Related party
transactions” to the consolidated financial statements for
information on the roles and responsibilities of the parent's
directors.

At 31 December 2018 there are no proxies for share capital
increases pursuant to article 2443 of the Italian Civil Code,
nor do the directors have the power to issue equity instru-
ments or to authorize the repurchase of treasury shares.

On February 14, 2019 the shareholders ordinary meeting of
Guala Closures S.p.A. authorized the purchase of ordinary
shares of the Company with a maximum limit not exceeding
3% of the outstanding ordinary shares at the date of the
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shareholders’ meeting (equal to approximately 1,861,500
ordinary shares) to be carried out, also on a split basis, within
eighteen months of the shareholders authorization resolution.

Guala Closures, in compliance with the provisions of article
5, paragraph 3, letter b, of Legislative Decree 254/2016,
prepared the Consolidated non-financial statement. The
2018 Consolidated non-financial statement, prepared “in
accordance” with the Global Reporting Initiative Sustainability
Reporting Standards (GRI Standards) defined in 2016 by the
Global Reporting Initiative (GRI) and subjected to a limited
review by KPMG S.p.A,, is included in this "Annual report and
Consolidated non-financial statement” and is also available
on the website www.gualaclosures.com.

PRO-FORMA RESULTS OF OPERATIONS,
FINANCIAL POSITION AND CASH FLOWS OF
GUALA CLOSURES GROUP

The consolidated figures of Guala Closures Group as at 2018
have been affected by the transaction which was completed
on 31 July 2018 with the acquisition by Spaces4 S.p.A. of 67%

of pre-merger Guala Closures and its subsequent merger
into Space4 S.p.A. which became effective on 6 August 2018.
This transaction, which resulted in Space4 S.p.A. adopting the
corporate name of Guala Closures S.p.A., had an impact on the
financial statements as at 2018 and their comparability with
Guala Closures Group prior to the transaction. Consequently,
for the benefit of readers, pro forma figures are provided in
order to compare the performance of operations based on
the scope of pre-merger Guala Closures Group prior to the
transaction, including Space4’s operations.

Results of operations

Calculation of the pro forma results of operations

The following table shows the pro forma figures for 2017,
which will be discussed later on, calculated based on the
figures of Space4 S.p.A’s IFRS financial statements, Guala
Closures Group and BU Lux at 31 December 2017.

Reported Guala Closures | BU intercompany
Consolidated income statement Guala Closures Group as at 31/12/2017 | Income Group 12 LUX 12 write-offsand | Pro forma
Statement months months | reclassifications

(€ thousands) i ii iii iv i+ +iii+iv
Net revenue 534,819 5,144 (5,132)| 534,832
Change in inventories of semi-finished products and finished goods 6,850 6,850
Other operating income 4,326 178 (164) 4,340
Internal work capitalized 4,908 20 4,928
Cost for raw materials (235,927) (38) (235,966)
Cost for services (102) (98,259) (7,258) 5,296 | (100,323)
Personnel expense (2) (96,825) (3,764) (100,591)
Other operating expense (10,364) (1,038) 459 (10,943)
Impairment losses (2,368) (2,368)
Gross operating profit (EBITDA) (104) 107,161 (6,757) 459 100,759
Depreciation and amortization (30,846) (306) (31,151)
Operating profit (EBIT) (104) 76,315 (7,063) 459 69,607
Financial income 27 8,341 6,406 (11,165) 3,610
Financial expense (6,500) (49,106) (4,878) 9,001 (51,482)
Net financial expense (6,473) (40,764) 1,529 (2,164) | (47,872)
Profit (loss) before taxation (6,577) 35,551 (5,534) (1,705) 21,735
Income taxes (20,417) (36) (3,076)| (23,529)
Profit (loss) fot the period (6,577) 15,133 (5,571) (4,781) (1,795)
Profit (loss) atributable for the owners of the parent (6,577) 1,684 (5,571) (0| (10,463)
Profit (loss) atributable for the owners of the participating financial 4,781 (4,781) -
instruments of the parent

Profitable atributable to non-controlling interests 8,668 8,668
Adjusted gross operating profit (Adjusted EBITDA) - 111,281 (691) o 110,590
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The "Reported income statement” column shows the se-
parate income statement figures of the merging company
Spaces S.p.A. from the incorporation date (19 September
2017) to the period ended 31 December 2017.

The "Guala Closures Group 12 months” column shows
pre-merger consolidated Guala Closures Group's results
from 1 January to 31 December 2017.

The "LUX BU 12 months” column shows the results of the
BU Lux from 1 January to 31 December 2017.

The "Intercompany write-offs and reclass.” column shows
the intercompany write-offs between Guala Closures Group
and BU Lux and the reclassification from equity to interest

of the interest accrued on the SFP between 1 January and
31 December 2017 accounted for in Guala Closures Group
pre-merger consolidated financial statements.

Finally, the Pro forma column shows the figures of pre-mer-
ger Guala Closures Group for the twelve months of 2017,
inclusive of the results of the period of Space4 S.p.A. and the
BU Lux, in order to compare them with the corresponding
twelve months of 2018 at the same perimeter.

The table below covers 2018 and shows the related pro
forma figures, which will be discussed later on, calculated
based on the figures of the IFRS consolidated financial
statements at 31 December 2018.

Reported Guala Closures |BULUX?7 intercompany
Consolidated income statement Guala Closures Group as at 31/12/2018 | Income Group 7 months | months write-o.fl_‘s ar.ld Pro forma
Statement reclassifications

(€ thousands) i ii iii iv i+ii+iii+iv

Net revenue 237,419 305,675 8 (1 543,100
Change in inventories of semi-finished products and finished goods (13,097) 10,422 (2,675)
Other operating income 5,833 1,920 3,600 (3,492) 7,861
Internal work capitalized 2,789 3,504 - 6,293
Cost for raw materials (102,946) (145,191) (76) 1| (248,212)
Cost for services (49,672) (66,312) 723 3,492 | (111,769)
Personnel expense (41,229) (56,855) (2,160) (100,244)
Other operating expense (4,753) (6,381) (490) (11,624)
Impairment losses 95 (308) (213)
Gross operating profit (EBITDA) 34,439 46,472 1,604 - 82,515
Depreciation and amortization (15,141) (18,684) (320) (34,145)
Operating profit (EBIT) 19,299 27,788 1,284 - 48,370
Financial income 21,410 5,991 5,028 (7,767) 24,663
Financial expense (26,629) (29,656) (2,790) 4,990 (54,085)
Net financial expense (5,219) (23,665) 2,238 (2,777)| (29,422)
Profit (loss) before taxation 14,080 4,123 3,522 (2,777) 18,948
Income taxes (6,266) (8,564) (28) (14,858)
Profit (loss) fot the period 7,813 (4,441) 3,494 (2,777) 4,090
Profit (loss) atributable for the owners of the parent 4,898 (5,757) 3,494 (5,553) (2,918)
iF;]rSC)tt;iltj&an?sag;i?ﬁéztzfezclr the owners of the participating financial (2,777) 2777 )
Profitable atributable to non-controlling interests 2,915 4,093 7,008
Adjusted gross operating profit (Adjusted EBITDA) 49,785 54,653 82 -| 104,520

The "Reported income statement” column shows the inco-
me statement figures of the financial statements which, in
accordance with IFRS, following the Space4-Guala Closures
S.p.A. transaction, cover the twelve months of the operations
of the company resulting from the merger. They comprise
Space4 S.p.A’s costs from 1 January to 31 December 2018
and the results of operations of Guala Closures Group
post-merger from 1 August to 31 December 2018.

The “Guala Closures Group 7 months” shows pre-merger
Guala Closures Group's results from 1 January to 31 July 2018,
the date of the business combination with Space4 S.p.A..

The "BU LUX 7M" column shows the results of operations of the
BU Lux from 1 January to 31 July 2018, the date of transfer from
the parent GCL Holdings S.CA. to pre-merger Guala Closures Group.

The “Intercompany write-offs and reclass.” column shows the
intercompany write-offs between Guala Closures Group and
BU Lux and the reclassification from equity to interest of the
interest accrued on the SFP between 1 January and 31 July 2018.

Finally, the Pro forma column shows the figures of post-mer-
ger Guala Closures Group for the twelve months of 2018
in order to compare them with the corresponding twelve
months of 2017 at the same perimeter.
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Analysis of the pro forma results of operations

The pro forma table below summarises the comparable
results of operations of Guala Closures Group for the twelve

months of 2017 and for the twelve months of 2018:

Consolidated income statements 12 months 2017 12 months 2018
Gruppo Guala Closures "Pro-Forma" "Pro-Forma"
€ thousands :/;?/Znnueet € thousands Zue(\)lgnnueet

Net revenue 534,832 100.0% 543,100 100.0%
Change in inventories of semi-finished products and finished goods 6,850 1.3% (2,675) (0.5%)
Other operating income 4,340 0.8% 7,861 1.4%
Internal work capitalized 4,928 0.9% 6,293 1.2%
Cost for raw materials (235,966) (L4.1%) (248,212) (45.7%)
Cost for services (100,323) (18.8%) (111,769) (20.6%)
Personnel expense (100,591) (18.8%) (100,244) (18.5%)
Other operating expense (10,943) (2.0%) (11,624) (2.1%)
Impairment losses (2,368) (0.4%) (213) (0.0%)
Gross operating profit (EBITDA) 100,759 18.8% 82,515 15.2%
Depreciation and amortization (31,151) (5.8%) (34,145) (6.3%)
Operating profit (EBIT) 69,607 13.0% 48,370 8.9%
Financial income 3,610 0.7% 24,663 4.5%
Financial expense (51,482) (9.6%) (54,085) (10.0%)
Net financial expense (47,872) (9.0%) (29,422) (5.4%)
Profit (loss) before taxation 21,735 4.1% 18,948 3.5%
Income taxes (23,529) (4.4%) (14,858) (2.7%)
Profit (loss) fot the period (1,795) (0.3%) 4,090 0.8%
Profit (loss) atributable for the owners of the parent (10,463) (2.0%) (2,918) (0.5%)
Profitable atributable to non-controlling interests 8,668 1.6% 7,008 1.3%
Adjusted gross operating profit (Adjusted EBITDA) 110,590 20.7% 104,520 19.2%

Notes:

Adjusted EBITDA has been calculated based on the definition in the alternative

performance indicators paragraph on page 24.

The figures for the twelve months of 2018 include the effect of the following

acquisitions:
- ICSA's activities in Chile (acquired in October 2017);
- the Indian company Axiom Propack Pvt Ltd (acquired in October 2017).

- the company United Closures and Plastics (UCP) starting 12 December 2018

The comparative analysis between the figures for the twelve months of 2017
and 2018 has been carried out considering the impact on Net revenue instead
of on the absolute values.
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Alternative performance indicators

In addition to the financial performance indicators required
by IFRS, this Directors’ report include some alternative
performance indicators (the gross operating profit (EBIT-
DA), the gross operating profit adjusted (Adjusted EBITDA),
the operating profit adjusted (Adjusted EBIT), net financial
indebtedness and amounts for the twelve months of 2018
at constant exchange rates) which are not required by IFRS,
but are based on IFRS values.

Management has presented the performance measure
EBITDA, Adjusted EBITDA and Adjusted EBIT, because it
monitors these performance measures at a consolidated
level and it believes that these measures are relevant to an
understanding of the Group’s economic performance and
should not be considered as substitutes of IFRS indicators.

Gross operating profit (EBITDA) is calculated by adjusting
the profit for the period to exclude the impact of taxation,
net financial expense, amortization/depreciation.

The Adjusted gross operating profit (Adjusted EBITDA) is
calculated by adjusting the profit for the period to exclude
the impact of taxation, net financial expense, amortization/
depreciation and other amounts like costs related to Spaces4,
due diligence and other expense related to the business
combination with Space 4 S.p.A. (“exit expense”), the effects

Adjusted gross operating profit (Adjusted EBITDA)

of the Purchase Price Allocation and related effects on in-
ventories Fair Value measurement, restructuring expenses,
Merger and acquisition (“M&A") expenses, operating expenses
related to discontinued plant, costs related to significant
production accidents, tax contingent penalties and related
consultancy fees, the profit deriving from the acquisition of
UCP and impairment losses.

Adjusted operating profit (Adjusted EBIT) is calculated by
adjusting the profit for the period to exclude the impact
of taxation, net financial expense and other amounts like
costs related to Space4, due diligence and other expense
related to the business combination with Space 4 S.p.A.
("exit expense”), the effects of the Purchase Price Allocation
and related effects on inventories Fair Value measurement,
restructuring expenses, Merger and acquisition (“M&A”")
expenses, operating expenses related to discontinued
plant, costs related to significant production accidents, tax
contingent penalties and related consultancy fees, the profit
deriving from the acquisition of UCP and impairment losses.

EBITDA, Adjusted EBITDA and Adjusted EBIT are not defined
performance measures in the IFRS. The Group's definition of
Adjusted EBITDA and Adjusted EBIT may not be comparable
with similarly titled performance measures and disclosures
by other entities.

2017 2018
€ thousands Pro forma Pro forma
Profit (loss) for the period (1,795) 4,090
Income taxes 23,529 14,858
Profit before taxation 21,735 18,948
Net finance costs 47,872 29,422
Depreciation and amortization 31,151 34,145
Gross operating profit (EBITDA) 100,759 82,515
Changes in:
Costs related to Space4 104 6,721
Due diligence and other exit expense 5,206 8,929
Purchase price allocation — fair value inventory - 7,424
Restructuring expense 28 921
Merger and acquisition ("M&A") expenses 1,165 1,160
Operating expenses related to discontinued plant 129 102
Costs related to significant production accidents 681 -
Tax contingent penalties and related consultancy fees 151
Profit from the acquisition of UCP (3,465)
Impairment losses 2,368 213
Adjusted gross operating profit (Adjusted EBITDA) 110,590 104,520
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Adjusted operating profit (Adjusted EBIT)

2017 2018

€ thousands Pro forma Pro forma

Profit (loss) for the period (1,795) 4,090
Income taxes 23,529 14,858
Profit before taxation 21,735 18,948
Net finance costs 47,872 29,422
Operating profit (EBIT) 69,607 48,370
Changes in:

Costs related to Space4 104 6,721
Due diligence and other exit expense 5,206 8,929
Purchase price allocation - fair value inventory - 7,424
Restructuring expense 28 921
Merger and acquisition (“M&A") expenses 1,165 1,160
Operating expenses related to discontinued plant 129 102
Costs related to significant production accidents 681 -
Tax contingent penalties and related consultancy fees 151 -
Profit from the acquisition of UCP - (3,465)
Impairment losses 2,368 213
Adjusted operating profit (Adjusted EBIT) 79,439 70,375

Constant currency presentation (“constant exchange rates")

is the method used by management to eliminate the effects
of exchange rate fluctuations when calculating the financial
performance of the Group's international operations. Such
presentation, utilised in the following pages, replaces the
amounts for the twelve months of 2018 (income and expense
of foreign operations for the twelve months of 2018 are
translated into Euros at the average exchange rates of the
twelve months of 2018) with the 2018 currency amounts
calculated at constant average exchange rates for the twelve
months of 2017 (income and expense of foreign operations
for the twelve months of 2018 are translated into Euros at
the average exchange rates of the twelve months of 2017).

These indicators are shown in order to provide a better
understanding of the Group’s financial performance and
should not be considered as substitutes of IFRS indicators.

Net financial indebtedness consists of financial liabilities mi-
nus cash and cash equivalents, as well as financial assets as
reconciled in Annex A) to the Directors’ report “Reconciliation
between tables included in the Directors’ report with the
classification used in the consolidated financial statements”.

This indicator is shown in order to provide a better unders-
tanding of the Group's statement of financial position and
should not be considered as a substitute of IFRS indicators.

The following information should be read together, and is
entirely related to, the consolidated financial statements
and notes thereto included in these consolidated financial
statements.

The data included in the Director's report differ from those
reported in the consolidated financial statements as a
result of the transaction completed on 31 July 2018 with
the acquisition by Space4 S.p.A. of a 67% stake in the share
capital of Guala Closures Pre-merger and the subsequent
merger by incorporation of the same in Space4 S.p.A., in
the consolidated financial statements the results of Guala
Closures Group Pre-merger were included only for the five
months following the business combination, while “pro-for-
ma” data have been reported in the Directors’ report which
include twelve-month operations.
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Net revenue

In the twelve months of 2018, consolidated net revenue
was Euro 543.1 million, up Euro 8.3 million or 1.5% on
the twelve months ended of 2017, despite the negative
translation impact (Euro 37.3 million, 7.0%) following the
Euro's appreciation against the main currencies in which
the Group operates.

At constant exchange rates, net revenue was up Euro 45.5
million or 8.5% on the twelve months of 2017. The increase
is mainly due (for Euro 25.5 million or 4.8%) to the larger

Change in net revenue 2017 - 2018

volume/mix volumes in India, Argentina, the Ukraine, the
United Kingdom, North America, Mexico and Italy, due to the
further success of safety closures and to the changeover
from cork to aluminium closures for wine bottles, for Euro
8.3 million (1.5%) to the increase in selling prices, for Euro
2.6 million (0.5%) to the effect of hyperinflation in Argentina
and for Euro 8.2 million (1.5%) to the consolidation of the
acquisitions of Axiom Propack Pvt Ltd in India and ICSA's
activities in Chile in the second half of 2017 and the ac-
quisition of UCP which took place on 12 December 2018.

The graph below shows the difference between the net
revenue for the twelve months of 2017 and 2018:
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Source: Management accounts

The “"Volume/mix" effect includes the change in sales due
to a change in the volume/mix of products sold and the
currency transaction impact. It is calculated according to
the following definitions:

» The volume/mix effect is related to the increase/decrease
in revenue connected to higher/lower volumes sold and to
the different sales mix in product families and customers
from one year to another;

» The FX translation effect is generated by the sales in the
twelve months of 2018 invoiced in a currency different
from the local reporting currency recalculated based on
the exchange rates for the twelve months of 2017.

The “Selling price” effect is calculated by each subsidiary,
as the difference between the current average price and
that of the previous year, applied to the unit volume of the
current period.

The "FX translation” effect is generated at consolidation
level following the translation into Euro of the sales in local
currency reported by local subsidiaries.

The "Hyperinflation effect” refers to the revaluation of the
Argentine peso in accordance with IAS 29.

The “Change in perimeter” refers to the additional volumes
generated by the acquisition of AXIOM Propack Pvt Ltd in India
(occurred in October 2017) and UCP in the United Kingdom
(occurred in December 2018), and ICSA's activities (occurred
in October 2017) and is calculated as additional business
made with third parties in comparison with previous year.

“Other” includes non-core sales (e.g., the sale of aluminium
scrap) and residual amounts not specified in the above-men-
tioned categories.
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Net revenue by division

The following graph gives a breakdown of revenue by division:
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Source: Management accounts

The “Closures” division represents the Group's core business
(99.5% of net revenue), specialized in the following product
lines: safety closures, customized closures (luxury), wine
closures (wine), roll on (standard) closures, pharma closures
and other revenue.

The Closures division’s revenue increased by Euro 8.3 million
from Euro 532 million in the twelve months of 2017 to Euro
540.3 million in the twelve months of 2018.

The "PET" division mainly produces standard and custom
moulds and PET bottles and miniatures. This division is no
longer considered a core business for the Group.

The net PET division’s revenue was stable at Euro 2.8 million
(representing 0.5% of net revenue). The PET division’s revenue
was generated by the PET operations in Spain.

As the PET division is not significant in size, it is not analysed
in this Directors' report.
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Net revenue by product

The following graph gives a breakdown of closures revenue
by product:
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Source: sales statistics

Safety closures revenue decreased from Euro 234.3 million
in 2017, or 43.8% of net revenue, to Euro 229.2 million in
2018, or 42.2%, representing a reduction of Euro 5.1 million,
due to the negative translation impact of Euro 18.5 million.
At constant exchange rates, net revenue rose by Euro 13.4
million or 5.7% on 2017 mainly due to the growth in India
which, in the first half of 2017, suffered from the impact of
the "demonetization effect” and the banning of selling alcohol
near motorways, and to the rise recorded by the Ukraine.

The increase in safety closures revenue is also due to the
consolidation of Axiom Propack Pvt Ltd.

Luxury (decorative) closures revenue increased from Euro
16.8 million in 2017, or 3.1% of net revenue, to Euro 22.8
million in 2018 (or 4.2%), representing an increase of Euro
6.0 million, despite the negative translation impact (Euro
0.7 million). At constant exchange rates, net revenue in this
segment was up Euro 6.7 million or 39.7% on 2017, mainly
due to Mexico, as a result of recent investments made in
order to support this segment.

Wine closures revenue decreased from Euro 108.8 million

in 2017, or 20.3% of net revenue, to Euro 101.7 million in
2018 (or 18.7%), representing a decrease of Euro 7.1 million,
entirely due to the negative translation impact (Euro 8.1
million). At constant exchange rates, net revenue was up
Euro 1.0 million or 0.9% on 2017.

Pharma closures revenue increased from Euro 7.8 million in

2017, or 1.5% of net revenue, to Euro 8.7 million in 2018, or
1.6%, representing an increase of Euro 0.9 million.

Roll-on closures revenue increased from Euro 149.2 mil-

lionin 2017, or 27.9% of net revenue, to Euro 159.4 million
in 2018, or 29.3%, representing an increase of Euro 10.2
million, despite a negative translation impact of Euro 6.6
million. At constant exchange rates, net revenue was up
Euro 16.8 million or 11.2% on 2017, mainly due to Mexico,
North America, Italy and Poland.

Other revenues rose Euro 3.5 million, from Euro 15.1 million

in 2017, or 2.8% of net revenue, to Euro 18.6 million in 2018,
or 3.4% of net revenue, despite the negative translation
impact (Euro 3.3 million). At constant exchange rates, net
revenue was up Euro 6.8 million on 2017.
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Net revenue by destination market

The following graph gives a breakdown of closures revenue
by destination market:
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The most important destination market for the group sales
continues to be the spirits market, which represents 63.4%
of net revenue in 2018.

Net revenue related to the spirits market increased from
Euro 335.5 million in 2017 to Euro 344.4 million in 2018,
despite the negative translation impact for Euro 24.8 million.
At constant exchange rates, the net revenue of this segment
increased by Euro 33.7 million or 10.1% on 2017.

The increase in the spirits market is mainly due to the growth
in India, the Ukraine, the United Kingdom, Argentina and
North America and the consolidation of the India-based
Axiom Propack Pvt Ltd, which was acquired in October 2017.

The second most important destination market is the wine
market, which represents 18.7% of net revenue in 2018.

Net revenue for the wine market decreased from Euro 108.8
million in 2017, or 20.3% of net revenue, to Euro 101.7
million in 2018 (or 18.7%), representing a decrease of Euro
7.1 million, due to the negative translation impact (Euro 8.1
million). At constant exchange rates, net revenue was up
Euro 1.0 million or 0.9% on 2017.
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Net revenue by geographical segment

The graph below illustrates the geographical distribution of
net revenue based on the geographical location from which
the product is sold by the Group companies:
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Net revenue from operations in Europe increased by Euro
13.3 million from Euro 290.4 million in 2017, or 54.3% of
net revenue, to Euro 303.7 million in 2018, or 55.9% of net
revenue, despite the negative translation impact of Euro
4.2 million. At constant exchange rates, the net revenue of
this area increased by Euro 17.5 million or 6.0% on 2017.

The increase in this area is mainly due to Guala Closures
Ukraine, Guala Closures UK and Guala Closures S.p.A.. In
2018, net revenue in this area also benefited from the
consolidation of the English company UCP, acquired on 12
December 2018 (Euro 1.3 million).

Net revenue from operations in Asia increased by Euro 8.4
million from Euro 71.9 million in 2017, or 13.4% of net re-
venue, to Euro 80.3 million in 2018, or 14.8%, mainly due to
the impact in India of the effects of local government policies
in 2017 (demonetization policy and change in local rules for
the sale of alcohol). In 2018, the net revenue of this area
benefited from the consolidation of the India-based Axiom

Propack Pvt Ltd, which was acquired in October 2017 (Euro
5.6 million), but was affected by the negative translation
impact (Euro 6.8 million). At constant exchange rates, the
net revenue of this area increased by Euro 15.1 million or
21.1% on 2017.

Net revenue from operations in Latin and North America
decreased by Euro 6.5 million from Euro 107.0 million in
2017, or 20.0% of net revenue, to Euro 100.5 million in 2018,
or 18.5% of net revenue, due to the negative translation
impact of Euro 22.6 million. At constant exchange rates,
the net revenue of this area increased by Euro 13.5 million
or 12.7% on 2017. Net revenues in this area also benefited
from the effect of the revaluation due to the hyperinflation
booked in Argentina, for Euro 2.6 million.

The change in this area is mainly due to the positive contri-
bution of the general growth in the market in Argentina,
North America and Mexico and to the acquisition of ICSA’'s
activities Euro 1.3 million).
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Net revenue from operations in Oceania decreased by Euro
7.7 million from Euro 48.6 million in 2017, or 9.1% of net
revenue, to Euro 40.9 million in 2018 or 7.5% of net revenue,
mainly due to reduced volumes. Net revenue of this area
was also affected by the negative translation impact (Euro
3.0 million). At constant exchange rates, the net revenue
of this area decreased by Euro 4.7 million or 9.8% on 2017.

Net revenue from operations in Africa increased from Euro
17.0 million in 2017, or 3.2% of net revenue, to Euro 17.7
million in 2018, or 3.3%, representing an increase of Euro
0.7 million, despite a negative translation impact of Euro
0.7 million. At constant exchange rates, the net revenue
of this area increased by Euro 1.4 million or 8.4% on 2017.

The Group is not exposed to significant geographical risks
other than normal business risks.

Other operating income

Other operating income is up by Euro 3.5 million, going from
Euro 4.3 million in 2017 (0.8% of net revenue) to Euro 7.9
million in 2018 (1.4%), above all following the 2018 booking of
profit deriving from the acquisition of UCP (Euro 3.5 million).

Internal work capitalized

The item rose from Euro 4.9 million in 2017, or 0.9% of net
revenue, to Euro 6.3 million in 2018, or 1.2%, representing
an increase of Euro 1.4 million.

This income comprises capitalized development expendi-
ture and extraordinary maintenance on property, plant and
equipment.

Cost for raw materials

These costs rose by Euro 12.2 million, going from Euro
236.0 million in 2017 (44.1% of net revenue) to Euro 248.2
million in 2018 (45.7%) mainly due to the rise in the cost of
raw materials in 2018.

Costs for services

Costs for services rose by Euro 11.5 million, from Euro 100.3
million in 2017, or 18.8% of net revenue, to Euro 111.8 million
in 2018 (20.6%), mainly due to greater non-recurring costs
of approximately Euro 9.3 million accounted in 2018 with
respect to those recorded in 2017.

As at 31 December 2018, this item also includes Euro
1,239 thousand relative to the consultant service provided
by Space Holdings S.r.l. for the period from 1 January 2018
to 6 August 2018, as per the contract dated 27 September
2017 as amended on 16 November 2017 and from 7 Au-
gust 2018 to 31 December 2018, as per the contract dated

18 December 2018 and Euro 40 thousand relative to the
consultant service provided by TAN Advisory S.r.l., the ma-
nagement company of the TAN Group, 100% controlled by
Tan Holdings S.r.l., which, in turn, is held by Filippo Giovannini
for a direct investment of 11.49% and an indirect investment
through Tan International S.r.l. of 5.24%; in addition to this
Tan Advisory S.r.l. is a direct subsidiary for 5.83% of SWAN
S.r.l., a company held entirely by the Giovannini family and
in which Marco Giovannini exercises legal control, with 52%
of the share capital.

Personnel expense

Personnel expense decreased from Euro 100.6 million in
2017, or 18.8% of net revenue, to Euro 100.2 million in
2018, or 18.5%, representing a decrease of Euro 0.4 million.

Other operating expense

Other operating expense increased from Euro 10.9 million in
2017, or 2.0% of net revenue, to Euro 11.6 million in 2018,
or 2.1%, representing an increase of Euro 0.7 million, mainly
due to the booking of greater non-recurring costs in 2018
than in 2017. Excluding the impact of non-recurring costs,
other operating expenses were basically unchanged.

Non-recurring costs for 2018 mainly include the provision
made for company restructuring operations relative to
Guala Closures UK.

Impairment losses

Impairment losses are down Euro 2.2 million, going from
Euro 2.4 million in 2017 (0.4% of net revenue) to Euro 0.2
million in 2018 (0.0%), mainly following the 2017 booking
of impairment of the Torre d'lsola plant, which was sold in
2018 at market conditions and written down in 2017 for
an amount of Euro 1.8 million, calculated as the difference
between the book value of the land and buildings and plant
and machinery and the price of sale agreed.

Gross operating profit (EBITDA)

The Group's gross operating profit (EBITDA) for 2018 came
to Euro 82.5 million, or 15.2% of net revenue, showing a
Euro 18.2 million (18.1%) decrease on 2017, mainly due
to greater non-recurring costs incurred in 2018 and the
negative translation impact (Euro 7.6 million) following the
appreciation of the Euro against the main currencies in which
the Group operates.

In 2018, the Group's EBITDA benefited from Euro 1.1 million
due to the change in perimeter and Euro 0.3 million deriving
from the hyperinflation in Argentina.

The adjusted EBITDA for 2018 amounts to Euro 104.5 mil-
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lion. The Euro 6.1 million decrease on 2017 is mainly due to
the negative translation impact caused by the appreciation
of the Euro against the main currencies in which the Group
operates (Euro 7.6 million).

At constant exchange rates, the adjusted gross operating

Change in adjusted gross operating profit 2017 - 2018

result (Adjusted EBITDA) increased by € 1.6 million (1.4%)
compared to the twelve months of 2017.

It is equal to 19.2% of net revenue (20.7% in 2017).

The graph below shows the difference between 2017 and
2018 adjusted EBITDA:
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Source: Management accounts

The "Volume/mix"” effect includes the change in adjusted
EBITDA due to the change in the volume/mix of products
sold and produced and due to the currency transaction im-
pact. It is calculated according to the following definitions:

» The volume/mix effect includes the volume/mix effect on
sales plus/minus the volume/mix effect on costs, calcu-
lated applying the previous year incidence (%) of production
costs on current year net sales plus change in inventories
of finished goods and semi-finished products;

Currency transaction effect is generated by 2018 sales
booked in a currency different from the local reporting
currency recalculated based on 2017 exchange rates.

The “Selling price” effect is generated by the price effect
calculated on sales.

The "Raw materials” effect is calculated by each subsidiary
as the difference in the average purchase price of the current
year versus the previous year, applied to the production
volumes of the current year.

At Group level, only the core business materials (plastic,
aluminium and aluminium components) have been consi-
dered in the raw materials effect. The effect of other raw
materials costs is included in "“Mix & other cost variance”

The “Other cost variance” includes the effect of efficiency/
inefficiency and the impact of the change in purchase price
of raw materials that are not considered core business
materials.

The "FX translation” effect is generated at consolidation level

following the translation into Euro of the adjusted EBITDA
in local currency reported by local subsidiaries.

The "Hyperinflation Effect” refers to the revaluation of the
Argentine peso in accordance with IAS 29.

“Change in perimeter” is the additional EBITDA coming
from the acquisition of AXIOM Propack Pvt Ltd and UCP
and ICSA’s activities.

Depreciation and amortization

Amortization and depreciation increased from Euro 31.2
million in 2017, or 5.8% of net revenue, to Euro 34.1 million
in 2018, or 6.3%.

Financial income and expense

Net financial expense is down from Euro 47.9 million in 2017 to
Euro 29.4 million in 2018. This reduction of Euro 18.5 million is
mainly due to the fair value gains on the market warrants (Euro
24.0 million), the reduction in net interest expense (Euro 4.2
million) and other net financial expense (Euro 1.3 million), offset
by the negative effects of a) the non-recurring costs related to
the anticipated payment of the Floating Rate Senior Secured
Note with maturity date 2021 (Euro 8.0 million), b) the fair value
losses on the liability due to non-controlling interests (Euro
1.5 million) and c) the net exchange losses (Euro 1.6 million).

ANNUAL REPORT 2018

32



Directors’ report

Guala Closures Group

The following table breaks down financial income and ex-
pense by nature for the two periods:

12 months 2017 12 months 2018
Euro thousands Pro forma Pro forma
Net exchange losses (9,121) (10,696)
Fair value gain (loss) on Market Warrants (6,500) 17,529
Fair value losses on liability due to non-controlling interests (900) (2,377)
Net interest expense (30,084) (25,929)
Other net financial expense (1,268) 46
Net interest expense for refinancing - (7,995)
Net financial expense (47,872) (29,422)
Source: Pro forma
The net fair value gain (loss) on the Market Warrants refer Income taxes

to the change in Borsa Italiana S.p.A's official price of the
Market Warrants existing at 31 December 2017 between
31 December 2017 and 31 December 2018 and the change
in Borsa Italiana S.p.A’s official price of the new Market
Warrants issued on 6 August 2018 between 6 August 2018
and 31 December 2018.

The net fair value losses on liability due to non-controlling
interests relate to the liability due to the non-controlling
interests, which rose by Euro 1.5 million in 2018.

Net interest expense to third parties in 2018 is Euro 4.2
million below the previous year, mainly due to the following
factors: (a) reduction of Euro 4.4 million caused by the
group refinancing, i.e. the repayment on 1 August 2018 of
the bonds and revolving credit facility existing as at 31 De-
cember 2017, replaced by new bonds and a new revolving
credit facility at better rates and used for a lower amount
than the previous financial debt; (b) reduction of Euro 0.4
million due to interest income accrued on liquid funds held
at Space4 S.p.A. in the period from 31 December 2017 to
the closing date of the sale of Guala Closures Group, i.e. 31
July 2018; (c) increase of Euro 0.6 million due to the higher
debt of subsidiaries.

The non-recurring costs related to the debt refinancing amount
to Euro 8.0 million in 2018 and refer to the write-off of the
unamortised transaction costs due to Guala Closures Group's
refinancing occurred on 1 August 2018 (early redemption of
the existing Floating Rate Senior Secured Notes due in 2021
and of the previous Senior Revolving Facility due in 2021).

Income tax expense decreased by Euro 8.7 million from
Euro 23.5 million in 2017, or 4.4% of net revenue, to Euro
14.9 million in 2018 (2.7%), mainly as a consequence of the
reduction in profit before taxation and the recognition in
2017 of Euro 3.1 million relating to a provision made with
reference to taxes for the 2012-2016 period.

Profit (loss) for the period

The profit for the period is up by Euro 5.9 million, going
from a loss of Euro 1.8 million in 2017 to a profit of Euro
4.1 million in 2018, mainly following lower net financial ex-
penses (including income and expenses related to business
combination and refinancing) and lower tax, partially offset
by the reduction in the gross operating profit (EBITDA) due
to non-recurring costs and exchange rate effect.
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PRO-FORMA RECLASSIFIED STATEMENT OF
FINANCIAL POSITION

Calculation of the pro forma financial position

The following table shows the pro forma financial position
as at 31 December 2017, which will be discussed later
on, calculated based on the figures of Space4 S.p.A’s IFRS
financial statements at 31 December 2017:

The Spaces columns show the statement of financial position
balances of Space4 S.p.A. as at 31 December 2017, the effect
of Space& S.p.A’s acquisition of 67% of pre-merger Guala
Closures on 31 July 2018 and the impact of the merger of
pre-merger Guala Closures on 6 August 2018, respectively.

The Guala Closures Group column shows the consolidated
statement of financial position balances of Guala Closures
Group as at 31 December 2017.

Guala Icr;t;:anv Guala
Space 4 Space & Closures LUX BU | write-offs Closures Pro Forma
Total Group Group
and reclas-
Pre-merger e o Pro-forma
sifications

31 31 31

december | Acquisition | Merger g;:l:cember ggffcember december december

2017 2017 2017
(€ thousands) i ii jii iv=i+ii+iii v vi vii viii=v+vi+vii | ix
Intangible assests - - 424,194 424,194 377,504 119 - 377,623 | 801,817
Property, plant and equipment - - - - 189,271 1,417 - 190,688 190,688
Contract costs - - - - - - - - -
Non-current assets classified as B B B B 2130 B B 2,130 2,130
held for sale
Net working capital (4,490) - - (4,490) 115,068 | (1,534) 0 113,534 109,044
Investments - 354,040 | (354,040) - - - - - -
Contract assets - - - - - - - - -
Net financial derivative liabilities - - - - (220) - - (220) (220)
Employee benefits - - - - (6,376) - - (6,376) (6,376)
Other assets (liabilities) 31 - - 31 (29,231) | (3,882) 22 (33,091) (33,060)
Net invested capital (4,460) 354,040 70,154 419,734 648,146 | (3,880) 22 644,288 | 1,064,023
Financed by:
Net flnanC|aI liabilities - third B B B B 511,650 (491) 65173 576,331 576,331
parties
Flnanua'll Ilqbllltltes to non B B B B 16,800 B B 16,800 16,800
controlling investors
Market Warrants 12,500 - - 12,500 - - - - 12,500
Cash and cash equivalents (512,206) 354,040 - (158,166) (40,164) (453) - (40,618) | (198,783)
Net financial indebtedness (499,706) 354,040 - (145,666) 488,286 | (945) 65,173 552,513 | 406,848
Equity 495,246 - 70,154 565,400 159,861 | (2,935) (65,151) 91,775 657,175
Sources of financing (4,460) 354,040 70,154 419,734 648,146 | (3,880) 22 644,289 | 1,064,023

The BU LUX column shows the statement of financial position
balances of the GCL business unit, which was transferred
by the parent GCL Holdings S.C.A. to Guala Closures Group
on 31 July 2018.

The Intercompany write-offs and reclass. column shows
the intercompany write-offs between Guala Closures Group
and BU LUX.

Finally, the 31/12/2017 pro forma column brings forward
the effects of the merger between Space4 S.p.A. and
pre-merger Guala Closures, applying at 31 December 2017
the goodwill that emerged at the date of acquisition on 31
July 2018 (which therefore takes into account the loss of
the first seven months of the acquired Group and the fair
value adjustments deriving from the preliminary PPA), to
enable comparison with the statement of financial position
figures as at 31 December 2018.
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Analysis of the pro forma financial position

The pro forma table summarises the financial position which
reflects the statement of financial position balances of Guala
Closures Group as at 31 December 2018 after the merger
between Space4 S.p.A. and pre-merger Guala Closures com-
pared with the corresponding pro forma figures which bring
forward the effects of the merger between Space4 S.p.A.
and pre-merger Guala Closures to 31 December 2017, to
enable comparison with the statement of financial position
figures as at 31 December 2018.

This rise in 2018 is due to investments made during the pe-
riod (Euro 34.1 million, above all in Italy, the Ukraine, Poland,
Mexico and India), to business combinations following the
acquisition of UCP (Euro 13.3 million) and the booking of
the effects of hyper-inflation in Argentina (Euro 2.5 million),
partially offset by the exchange gains/(losses) (Euro 4.5
million) and depreciation and impairment (Euro 30.1 million).

Pro forma

(Euro thousands) 31 December 2017 31 December 2018

Intangible assets 801,817 806,104
Property, plant and equipment 190,688 205,984
Contract costs - 29
Non-current assets classified as held for sale 2,130 -
Net working capital 109,044 124,732
Contract assets - 25
Financial derivative assets (liabilities) (220) 88
Employee benefits (6,376) (6,461)
Other liabilities (33,060) (34,131)
Net invested capital 1,064,023 1,096,370
Financed by:

Net financial liabilities — third parties 576,331 478,319
Financial liabilities due to non-controlling interests 16,800 18,500
Market warrants 12,500 4,338
Cash and cash equivalents (198,783) (47,795)
Net financial indebtedness 406,848 453,362
Equity 657,175 643,008
Sources of financing 1,064,023 1,096,370

Property, plant and equipment

Property, plant and equipment increased from Euro 190.7
million at the end of 2017 to Euro 206.0 million at the end
of 2018, and therefore by Euro 15.3 million.

Net working capital

The table below provides a breakdown of net working capital.

Pro forma
(Euro thousands) 31 December 2017 31 December 2018
Inventories 82,742 93,258
Trade receivables 102,445 102,805
Trade payables (76,143) (71,331)
Net working capital (*) 109,044 124,732

(*) The amounts set forth herein do not match the amounts used to calculate
the change in working capital in the consolidated statement of cash flows for
the applicable years/periods as those amounts have been adjusted to reflect
changes in foreign currency exchange rates on the opening balance and changes
in the number of consolidated companies.

Note:

The above net working capital includes certain reclassifications compared to the
consolidated financial statements format. A reconciliation schedule is attached
as Annex A) to the Directors’ report.
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The table below analyses net working capital days, calculated

on the last quarter revenue.

Pro forma

31 December

31 December

Days 2017 2018

Inventories 51 57
Trade receivables 63 63
Trade payables (47) (44)
Net working capital days 67 77

Net working capital has gone from Euro 109.0 million as at
31 December 2017 to Euro 124.7 million as at 31 December
2018, recording a rise in the number of days of turnover
from 67 to 77 days, mainly due to the payment of trade
payables in place on the financial statements of Space4 S.p.A.
as at 31 December 2017 (Euro 4.5 million, 3 days) and the
consolidation of the company UCP, acquired in December
2018 (Euro 5.2 million, 3 days).

Net financial indebtedness

The table below gives a breakdown of net financial inde-
btedness.

Pro forma

31 December

(Euro thousands)

31 December
2017

2018

Net financial liabilities — third parties 576,331 478,319
Market warrants 12,500 4,338
Cash and cash equivalents (198,783) (47,795)
Net financial indebtedness 406,848 453,362

Note:

The above net financial indebtedness includes certain reclassifications compared
to the consolidated financial statements format. A reconciliation schedule is
attached as Annex A) to the Directors’ report.

Net financial indebtedness decreased by Euro 99.1 million
in 2018, from Euro 552.5 million at 31 December 2017 to
Euro 453.4 million at 31 December 2018 as a result of the
initial net capital injection from Space4 S.p.A. (Euro 145.7
million) and the cash flow of the period (Euro -46.5 million).

This increase is mainly due to the fact that the Euro 48.4
million cash flow generated by operating activities has been
absorbed by about Euro 52.5 million cash flow used for
investments and by Euro 42.4 million used for net interest
and other financial items.

The operating and financing cash flows have been strongly
impacted by the extraordinary activities occurred in FY 2018,
related to the business combination between Space4 S.p.A.
and pre-merger Guala Closures, to the relevant listing on
the Milan Stock Exchange and to the refinancing.

The details of the above are provided in the reclassified conso-
lidated statement of changes in net financial indebtedness.

Equity

The table below shows a breakdown of equity:

Pro forma

(Euro thousands)

31 December
2017

31 December
2018

Equity attributable to the owners of

632,690 617,840
the parent
EQUI.t\/ a_ttrlbutable to non-con- 24,486 25,168
trolling interests
Equity 657,175 643,008
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PRO-FORMA RECLASSIFIED STATEMENT OF
CHANGES IN NET FINANCIAL INDEBTEDNESS

Calculation of the pro forma reclassified statement
of changes in net financial indebtedness

The following table shows the pro forma figures for the
twelve months of 2017, which will be discussed later on,
calculated based on the figures of Space4 S.p.A!s accounting
figures at 31 December 2017, prepared pro forma with the
effect of the acquisition of Guala Closures Group:

Space4 sta- || Guala LUX Inter- 12 m 2017 31/12/2017
Reported - Guala
Acquisi- tement of Closures |BU 12 |company || Guala Clo-
statement of | _. . Closures
tion cash flows Group 12 | mon- | write- sures Group
cash flows " " " . || Group
Pro-forma months | ths offs Pro-forma" || ,, "
Pro-forma'

(€ thousands) i i ili=i+ii iv v vi viizivev+vi || dii+vii
A) Opening net financial debt - - - || (457,223) | 2,816 | (60,392) (514,799) (514,799)
Gross operating profit (EBITDA) (104) (104) 107,161 (6,757) 459 100,863 100,759
Change in NWC 4,460 4,460 (28,563) 964 (27,599) (23,139)
Other operating items (4,677) (4,677) (629)| 3,689 3,060 (1,618)
Taxes (22.710) 41 (1,683) (24,352) (24,352)
B) Net cash from operating activities (322) - (322) 55,258 | (2,063) | (1,224) 51,972 51,650
Net capex (28,787) | (1,402) (30,189) (30,189)
Change in payables for capex 1,500 38 1,538 1,538
Acquisition of Guala Closures Group (354,040) (354,040) - (354,040)
Acquisition of Limat (Mexico) (1,226) (1,226) (1,226)
Acquisition of Axiom Propack Pvt Ltd (India) (5,365) (5,365) (5,365)
Acquisition of ICSA's activities (Chile) (4,509) (4,509) (4,509)
C) Cash flow used in investing activities -| (354,040)| (354,040)|| (38,386)|(1,364) - (39,750) (393,790)
Acquisition of non-controlling interests in B
Guala Closures Tools (Bulgaria) (1.050) (1.050) (1.050)
Acquisition of initial Axiom Propack Pvt Ltd
indebtedness (5,441) (5,441) (5,441)
Net interest expense 27 - 27 (29,380)| 1,559 (3,557) (31,378) (31,351)
Financial expense due to trarjsactlon costs (3,768) (3,768) (3,768)
on revolving facility and previous bond
Initial impact of Market Warrants (6,000) - (6,000) - (6,000)
Change in fair value of Market Warrants (6,500) - (6,500) - (6,500)
Derivatives and other financial items (561) (5) (566) (566)
Share capital increases 512,500 - 512,500 824 824 513,324
Dividends paid (6,819) (6,819) (6,819)
Effect of changes in exchange rates (1,740) 2 (1,738) (1,738)
D) Change in net financial indebtedness 500,027 -| 500027 (47,935)| 1,555| (3,557)|| (49,936)|| 450,091
due to financing activities
E) Total change in net financial indebted- 499,706 | (354,040)| 145,666 || (31,063)(1,871)| (4781)|| (37,715) 107,951
ness (B+C+D)
F) Closing net financial indebtedness (A+E) 499,706 | (354,040) 145,666 || (488,286) 945 | (65,173) (552,514) (406,848)

Source: pro forma

The “Reported statement of cash flow"” column shows the
balances of the statement of cash flows of the merging
company from the incorporation date (19 September 2017)
to 31 December 2017.

The “Space4 pro forma statement of cash flows” column
includes the effect of the acquisition by Space4 S.p.A. of 67%
of the share capital of Guala Closures S.p.A. pre-merger, on
31 July 2018.

The “Guala Closures Group 12 months” column shows the
balances of the statement of cash flows of Guala Closures
Group from 1 January to 31 December 2017.

The “BU LUX 12 months” column shows the balances of
the statement of cash flows of the GCL business unit from
1 January to 31 December 2017.

The “Intercompany write-offs” column shows the intercom-
pany write-offs between Guala Closures Group and BU LUX.

Finally, the “31/12/2017 Guala Closures Group Pro forma”
column shows the balances of the statement of cash flows
of Guala Closures Group for the twelve months of 2017,
inclusive of the cash flows for the period of Space4 S.p.A.
and the GCL business unit, in order to compare them with
the corresponding twelve months of 2018.
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The table below covers the twelve months of 2018 and
shows the related pro forma figures, which will be discussed
later on, calculated based on the figures of the IAS/IFRS
consolidated financial statements at 31 December 2018.

Reported Guala Inter- (73:;;018 (331:?:/2018

statement || Closures |LUXBU 7 Closures Acquisi-

of cash Group 7 | months company Group tion Closures

flows months write-offs «Pro-for- Group

mas «Pro-forma»

(€ thousands) i ii jii iv v=ii+iii+iv || vi i+V+vi
Opening net financial debt (488,286) 945| (65,173)| (552,513) (552,513)
Opening net cash 499,706 - || (354,040) 145,666
A) Opening net financial debt 499,706 | | (488,286) 945 | (65,173)| (552,513)|| (354,040) (406,848)
Gross operating profit (EBITDA) 34,439 46,472 1,604 48,076 82,515
Profit from the acquisition of UCP (3,465) - (3,465)
Purchase Price Allocation - fair value inventory 7,424 - 7,424
Change in NWC 18,154 (28,334) 1,076 (27,259) (9,105)
Other operating items (4,679) 3,911 (5,735) (1,824) (6,504)
Taxes (12,550) (9,809) (105) (9,914) (22,463)
B) Net cash from operating activities 39,323 12,239| (3,160) - 9,079 - 48,403
Net capex (15,615) (20,020) (348) (20,368) (35,983)
Change in payables for capex 503 (513) (513) (10)
Proceeds from sale of assets held for sale 2,130 2,130 2,130
Acquisition of UCP (net of cash required) (18,616) - (18,616)
Acquisition of Guala Closures Group (354,040) - 354,040 -
Cash acquired 47,666 - (47,666) -
C) Cash flow used in investing activities (340,102) || (18,403) (348) -| (18,751) 306,374 (52,479)
zfgg;stiitrign of non-controlling interests in Guala Closures (114) (114) (114)
Widrawal (31,323) - (31,323)
éizlf:cp;gso:rgicgisggg financial assets (liabilities) of the (606,186) (677) (677) 606,863 B
Net interest expense (7,756) (17,586) 2,238 (2,777) (18,124) (25,880)
?air;ﬁir;\c/iealszgreerzlsigudsug;ﬁdtransaction costs on revolving (7,995) - (7,995)
Initial impact of Market Warrants (9,367) - (9,367)
Change in fair value of Market Warrants 17,529 - 17,529
Derivatives and other financial items (6,208) 460 325 784 (5,424)
Closure of the participating financial instrument (67,949) 67,949 - -
Share capital increases 25,000 25,000 25,000
Dividends paid (1,134) (4,474) (4,474) (5,609)
Effect of changes in exchange rates 152 593 593 745
gztg\::ir;gse in net financial indebtedness due to financing (652,290) || (64,747) 2,563 65,173 2,989 606,863 (62,438)
E) Total change in net financial indebtedness (B+C+D) (953,068) || (70,911) (945) 65,173 (6,683) 913,237 (46,515)
F) Closing net financial indebtedness (A+E) (453,363) | | (559,197) 0 (0)| (559,196) 559,197 (453,362)
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Analysis of the pro forma reclassified statement of changes
in net financial indebtedness

The pro forma table below summarises the trend of the
comparable reclassified statement of changes in net financial
indebtedness of Guala Closures Group for the twelve months
of 2017 and for the same period of 2018:

Guala Closures Group

"Pro-forma"
(€ thousands) 31/12/2017 | 31/12/2018
Opening net financial debt (514,799) (552,513)
Opening net cash - 145,666
A) Opening net financial debt (514,799) (406,848)
Gross operating profit (EBITDA) 100,759 82,515
Profit from the acquisition of UCP - (3,465)
::1%::;5:/ Price Allocation - fair value B 7420
Change in NWC (23,139) (9,105)
Other operating items (1,618) (6,504)
Taxes (24,352) (22,463)
B) Net cash from operating activities 51,650 48,403
Net capex (30,189) (35,983)
Change in payables for capex 1,538 (10)
SP;?eceeds from sale of assets held for ) 2130
Acquisition of Guala Closures Group (354,040) -
Acquisition of Limat (Mexico) (1,226) -
ﬁ{:gg)sition of Axiom Propack Pvt Ltd (5,365) B
Acquisition of ICSA's activities (Chile) (4,509) -
Acquisition of UCP (net of cash required) - (18,616)
C) Cash flow used in investing activities (393,790) (52,479)
Acquisition of non—controlling interests in (1,050) -
Guala Closures Tools (Bulgaria)
Acqgisition of initial Axiom Propack Pvt (5,441) -
Ltd indebtedness
Acquisition of non-con_trolling interests in B (114)
Guala Closures Argentina
Widrawal - (31,323)
Net interest expense (31,351) (25,880)
Financial expense due to transaction
costs on revolving facility and previous (3,768) (7,995)
bond
Initial impact of Market Warrants (6,000) (9,367)
Change in fair value of Market Warrants (6,500) 17,529
Derivatives and other financial items (566) (5,424)
Share capital increases 513,324 25,000
Dividends paid (6,819) (5,609)
Effect of changes in exchange rates (1,738) 745
R I
EL::;a(IBcrg:g)e in net financial indebte- 107,951 (46,515)
(FA)flEc;sing net financial indebtedness (406,848) (453,362)

Reference should be made to Annex A) Reconciliation between change in Net
financial indebtedness and change in cash and cash equivalent for the recon-
ciliation between the above Reclassified consolidated statement of changes
in net financial indebtedness and the Consolidated statement of cash flows
included in these separate financial statements

Opening net financial indebtedness has been adjusted to
include the effect of net cash contributed by Space4 S.p.A.
as a result of the merger (Euro 145.7 million).

Net cash from operating activities

The net cash flows generated by operating activities decreased
from Euro 51.7 million in 2017, to Euro 48.4 million in 2018.

The reduction of Euro 3.3 million is mainly due to the lower
gross operating profit (Euro 14.3 million net of the profit
deriving from the acquisition of UCP and adjustment of
the purchase price allocation), very much influenced by
costs incurred for the extraordinary transactions that took
place in 2018 (merger with the company Space4 S.p.A.,
listing on the Italian stock exchange) and the higher mone-
tary outflows for other operating items Euro 4.9 million),
mainly connected with the payment of costs incurred for
extraordinary activities, partially offset by an improvement
in the change to net working capital (Euro 14.0 million) and
a lower disbursement for taxes (Euro 1.9 million, of which
higher non-recurring taxes paid in 2017 compared to 2018
of approximately Euro 0.8 million).

Cash flows used in investing activities

Cash flow used for investments is down Euro 341.3 million,
going from Euro 393.8 million in 2017 to Euro 52.5 million in
2018: these amounts include net investments paid, which
are up Euro 7.3 million in 2018, partially offset by income
recorded from the sale of the Torre d'Isola plant in Italy (Euro
2.1 million) and the amounts paid for the acquisitions. In
2017, the pro forma impact was included of the acquisition
of Guala Closures Group for Euro 354 million, i.e. the amount
paid by Space4 S.p.A. to purchase a 67% stake in the share
capital of pre-merger Guala Closures.

ANNUAL REPORT 2018

39



Directors’ report

Guala Closures Group

Change in net financial indebtedness due to financing
activities

The change in net financial indebtedness due to financing
activities has gone from Euro 450.1 million in 2017, to Euro
-42.4 million in 2018. This reduction is due to a series of
factors, many of which are extraordinary in nature due to
the transactions that took place in 2017 (capital increase of
Euro 513.3 million) and in 2018 (merger of the companies
Spaces S.p.A. and Guala Closures S.p.A., listing on the Italian
stock exchange, refinancing of existing debt).

The most significant factors were: a) lower income deriving
from share capital increases (equal to 513.3 million in 2017
and Euro 25.0 million in 2018); b) withdrawal of Space4
S.p.A!s former shareholders (Euro 31.3 million); c) off-set
of the transaction costs related to the previous debt (Euro
8.0 million), fully repaid in August 2018 (bond issue due in
2021 and Revolving Credit Facility due in 2021); d) other
financial items (Euro 4.9 million).

These negative effects were offset by the following factors: a)
the Euro 20.7 million positive impact of financial items related
to the Market Warrants; b) the decrease in net interest expense
(Euro 5.5 million); ¢) smaller dividends paid to third parties (Euro
1.2 million); d) the positive translation impact (Euro 2.5 million);
e) lower costs for company acquisitions (Euro 6.4 million).

Total change in Net financial indebtedness

The net financial indebtedness decreased from Euro 552.5
million at 31 December 2017 to Euro 453.4 million at 31
December 2018 (down Euro 99.1 million) as a result of the
initial net capital injection from Space4 (Euro 145.7 million)
and the cash flow of the period (Euro -46.5 million) which
is impacted by the business seasonality.

KEY FINANCIAL AND OTHER INDICATORS

Financial indicators

Pro forma

2017 2018
Adjusted gross operating profit
(Adjusted EBITDA) 110.6 104.5
(Euro min)
EBITDA margin (Adjusted EBITDA/ 20.7% 19.29%
Net revenue)
ROS (Adjusted operating profit/Net 14.9% 13.0%
revenue)
ROE (Net result/Equity) (0.3)% 0.6%
ROI (Adjusteq operating profit/Net 7.5% 6.4%
invested capital)
Gearing ratig (Net financial indebt- 0.62 0.71
edness/Equity)
NWC days (Net working capital/

67 77

Turnover of last quarter)

Source: pro forma consolidated financial statements figures — internal data

Other indicators

Group personnel by gender and category in the following table.

Breakdown
Number 31 December 2018
Men Women TOTAL
Managers 201 38 239
White collars 722 301 1,023
Blue collars 2,754 731 3,485
Total 3,677 1,070 4,747

In addition, the Group also employed approximately 780
agency workers.

Reconciliation between Parent and consolidated
equity and profit for the year

31 December

2018 2018
(€ thousands) Equity Net result
E(l)r:iggr?\llstatements of the parent 644,704
Net result (12,852) 12,852
on consoligated sauty mestmenss | 382839 51003
- Elimination of the carrying value of
investments and other consolidation (322,280) (14,079)
adjustments
- Reversal of the effect of capital
gains and infra-group margins (in- (15,443) (191)
cluding the effect of deferred tax)
- Reversal of infra-group dividends (41,773) (41,773)
- Total net result 7,813
Consolidated Financial Statements 643,008 7,813
e T
titlu;;\{‘:rt‘tributable to the owners of 617,840 4,898

Source: financial statements figures

Notes:

In relation to the Adjusted EBITDA and Adjusted operating profit, reference
should be made to the section “Alternative performance indicators” in this
Directors’ report on page 24.

In relation to the Net invested capital and Net working capital, reference should
be made to the Reclassified consolidated statement of financial position in this
Directors’ report on page 35.
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PRO-FORMA RESULTS OF OPERATIONS,
FINANCIAL POSITION AND CASH FLOWS OF
GUALA CLOSURES S.P.A.

Operating offices

Guala Closures S.p.A. currently operates in Italy out of the
following production sites:

» Alessandria, Via Rana 12 Frazione Spinetta Marengo: the
company'’s registered and operating offices and a site for
the production of plastic safety closures and aluminium
closures;

» Termoli (Campobasso), localita Pantano Basso Zona
Industriale: a site producing plastic safety closures and
aluminium closures;

Termoli (Campobasso), localita Pantano Basso Zona In-
dustriale: a warehouse.

Basaluzzo (Alessandria), Via Novi 46: a warehouse;

Basaluzzo (Alessandria), Via Novi 44: a warehouse and
samples production;

Magenta (Milan), Strada per Cascina Peralza 20: a site for
printing and cutting aluminium.

The Company's 2018 data was influenced by the transaction
completed on 31 July 2018 with the acquisition by Space4
S.p.A. of 67% of pre-merger Guala Closures and its subse-
quent merger into Space4 S.p.A. which became effective on

6 August 2018. This transaction, which resulted in Space4
S.p.A. adopting the corporate name of Guala Closures S.p.A.,
had an impact on the financial statements as at 2018 and
their comparability with Guala Closures Group prior to the
transaction. Consequently, for the benefit of readers, pro
forma figures are provided in order to compare the perfor-
mance of operations based on pre-merger Guala Closures
Group prior to the transaction, including Space4's operations.

Results of operations

Calculation of the pro forma results of operations

The following table shows the pro forma figures for 2017,
which will be discussed later on, calculated based on the
figures of Space4 S.p.A's IFRS financial statements at 31
December 2017.

The “Reported income statement” column shows the income
statement figures of the merging company Space4 S.p.A.
from the incorporation date (19 September 2017) to the
period ended 31 December 2017.

The column “Guala Closures S.p.A. 12 months” shows
pre-merger Guala Closures Group's results from 1 January
to 31 December 2017.

Finally, the Pro forma column shows the figures of pre-mer-
ger Guala Closures Group for the twelve months of 2017,
inclusive of the results of the period of Space4 S.p.A., in order
to compare them with the corresponding twelve months of
2018 at the same perimeter.

Income statement Guala Closures S.p.A. as at 31/12/2017 ?:;:l:ted income sta- ﬁiﬂ:hilosures S.pA-12 Pro Forma

(€ thousands) i ii i+ii

Net revenue 118,797 118,797
Change in inventories of semi-finished products and finished goods 2,222 2,222
Other operating income 17,167 17,167
Internal work capitalized 2,407 2,407
Cost for raw materials (70,414) (70,414)
Cost for services (102) (31,784) (31,886)
Personnel expense (2) (26,970) (26,972)
Other operating expense (2,833) (2,833)
Impairment losses (1,897) (1,897)
Gross operating profit (EBITDA) (104) 6,696 6,592
Depreciation and amortization (8,173) (8,173)
Operating profit (EBIT) (104) (1,477) (1,581)
Financial income 27 14,121 14,148
Financial expense (6,500) (32,647) (39,147)
Dividends 12,700 12,700
Net financial expense (6,473) (5,826) (12,298)
Profit (loss) before taxation (6,577) (7,303) (13,879)
Income taxes (1,975) (1,975)
Loss for the period (6,577) (9,278) (15,854)
Adjusted gross operating profit (Adjusted EBITDA) - 10,013 10,013
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The table below covers 2018 and shows the related pro
forma figures, which will be discussed later on, calculated
based on the figures of the IFRS consolidated financial
statements at 31 December 2018.

The “Reported income statement” column shows the inco-
me statement figures of the financial statements which, in
accordance with IFRS, following the Space4-Guala Closures
S.p.A. transaction, cover the twelve months of the operations
of the company resulting from the merger. They comprise
Space4 S.p.As costs from 1 January and the results of
operations of Guala Closures post-merger from 6 August
to 31 December 2018.

The “Guala Closures S.p.A. until 05/08/2018" column shows
pre-merger Guala Closures's results from 1 January to 5
August 2018, the date of the business combination with
Space4 S.p.A.

Finally, the Pro forma column shows the figures of Guala
Closures post-merger for the twelve months of 2018 in order
to compare them with the corresponding twelve months of
2017 at the same perimeter.

Income statement Guala Closures S.p.A. as at 31/12/2018 ?:nl:::te dincome sta- E:;:Zg?::;;:f:'k Pro Forma

(€ thousands) i i i+ii

Net revenue 47,399 74,515 121,914
Change in inventories of semi-finished products and finished goods (4,637) 2,326 (2,312)
Other operating income 8,637 11,459 20,133
Internal work capitalized 1,270 1,692 2,962
Cost for raw materials (24,276) (44,595) (68,871)
Cost for services (22,777) (27,068) (49,845)
Personnel expense (10,448) (17,127) (27,575)
Other operating expense (785) (1,134) (1,919)
Impairment losses (33) (155) (188)
Gross operating profit (EBITDA) (5,614) (86) (5,700)
Depreciation and amortization (3,428) (4,703) (8,131)
Operating profit (EBIT) (9,042) (4,789) (13,831)
Financial income 22,920 8,419 31,339
Financial expense (7,903) (27,550) (35,453)
Dividends 7,000 6,600 13,600
Net financial expense 22,017 (12,531) 9,487
Profit (loss) before taxation 12,975 (17,319) (4,344)
Income taxes (123) (247) (370)
Profit (loss) for the period 12,852 (17,566) (4,714)
Adjusted gross operating profit (Adjusted EBITDA) 5,519 6,779 12,298
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Analysis of the pro forma results of operations

The pro forma table below summarises the comparable
results of operations of Guala Closures S.p.A. for the twelve
months of 2017 and for the same period of 2018:

Income statement Guala Closures S.p.A. 12 months 2017 “Pro Forma” 12 months 2018 “Pro Forma”

(€ thousands) € thousands % on net revenue € thousands % on net revenue
Net revenue 118,797 100.0% 121,914 100.0%
g:ili%iggggintories of semi-finished products and 2222 1.9% (2,312) (1.9%)
Other operating income 17,167 14.5% 20,133 16.5%
Internal work capitalized 2,407 2.0% 2,962 2.4%
Cost for raw materials (70,414) (59.3%) (68,871) (56.5%)
Cost for services (31,886) (26.8%) (49,845) (40.9%)
Personnel expense (26,972) (22.7%) (27,575) (22.6%)
Other operating expense (2,833) (2.4%) (1,919) (1.6%)
Impairment losses (1,897) (1.6%) (188) (0.2%)
Gross operating profit (EBITDA) 6,592 5.5% (5,700) (4.7%)
Depreciation and amortization (8,173) (6.9%) (8,131) (6.7%)
Operating profit (EBIT) (1,581) (1.3%) (13,831) (11.3%)
Financial income 14,148 11.9% 31,339 25.7%
Financial expense (39,147) (33.0%) (35,453) (29.1%)
Dividends 12,700 10.7% 13,600 11.2%
Net financial expense (12,298) (10.4%) 9,487 7.8%
Loss before taxation (13,879) (11.7%) (4,344) (3.6%)
Income tax (1,975) (1.7%) (370) (0.3%)
Loss for the period (15,854) (13.3%) (4,714) (3.9%)
Adjusted gross operating profit (Adjusted EBITDA) 10,013 8.4% 12,298 10.1%

Alternative performance indicators

In addition to the financial performance indicators required
by IFRS, this Directors’ report includes some alternative
performance indicators (gross operating profit (EBITDA),
adjusted gross operating profit (Adjusted EBITDA) adjusted
operating profit (Adjusted EBIT), and net financial indeb-
tedness) which are not required by IFRS, but are based on
IFRS values.

Management has presented the performance measure EBIT-
DA, Adjusted EBITDA and Adjusted EBIT because it monitors
these performance measures and it believes that these
measures are relevant to an understanding of the financial
performance of Guala Closures S.p.A. (the Company) and
should not be considered as substitutes of IFRS indicators.

Gross operating profit (EBITDA) is calculated by adjusting
the profit for the period to exclude the impact of taxation,
net financial expense, amortization/depreciation.

The Adjusted gross operating profit (Adjusted EBITDA) is
calculated by adjusting the profit for the period to exclude
the impact of taxation, net financial expense, amortization/
depreciation and other amounts like costs related to Spaces4,
due diligence and other expense related to the business
combination with Space 4 S.p.A. (“exit expense”), the effects
of the Purchase Price Allocation and related effects on
inventories Fair Value measurement, operating expenses
related to discontinued plant, costs related to significant
production accidents, tax contingent penalties and related
consultancy fees and impairment losses.

Adjusted operating profit (Adjusted EBIT) is calculated by
adjusting the profit for the period to exclude the impact
of taxation, net financial expense and other amounts like
costs related to Space4, due diligence and other expense
related to the business combination with Space 4 S.p.A.
(“exit expense”), the effects of the Purchase Price Allocation
and related effects on inventories Fair Value measurement,
restructuring expenses, operating expenses related to
discontinued plant, costs related to significant production
accidents, tax contingent penalties and related consultancy
fees and impairment losses.
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EBITDA, Adjusted EBITDA and Adjusted EBIT are not de-
fined performance measures in the IFRS. The Company’s

Adjusted operating profit (Adjusted EBIT)

definition of Adjusted EBITDA and Adjusted EBIT may not 2017 2018
; . . (€ thousands) Pro forma | Pro forma
be comparable with similarly titled performance measures -
) " Loss for the period (15,854) (4,714)
and disclosures by other entities.
Income taxes 1,975 370
Loss before taxation (13,879) (4,344)
. . . . Net finance costs 12,298 (9,487)
Adjusted gross operating profit (Adjusted EBITDA
J g P EP ( ) ) Operating profit (EBIT) (1,581) (13,831)
2017 2018 Changes in:
(€ thousands) Pro forma |Pro forma Costs related to Space4 104 6,721
Loss for the period (15,854) (,714) Due diligence and other exit expense - 9,995
Income taxes 1,975 370 Purchase price allocation - fair value 990
Loss before taxation (13,879) (4,344) inventory _
Net finance costs 12,298 (9,487) Merger and acquisition (“M&A") expenses - 2
Depreciation and amortization 8,173 8,131 ngriggf expenses related to discontin- 129 102
Gross operating profit (EBITDA) 6,592 (5,700) P — -
h — Costs related to significant production 631 B
anges in: accidents
Costs related to Space4 104 6721 Tax contingent penalties and related con- 610
Due diligence and other exit expense 9,995 sultancy fees )
Purchase price allocation — fair value 990 Impairment losses 1,897 188
inventory Adjusted operating profit (Adjusted EBIT) 1,840 4,167
Merger and acquisition (“"M&A") expenses 2
Sgsriggtg expenses related to discontin- 129 102
P — , Net financial indebtedness consists of financial liabilities
Costs related to significant production . . . .
accidents 681 - minus cash and cash equivalents, as well as financial assets
Tax contingent penalties and related con- o ?:'15 reconcned in Annex .B) to the.Dlrecto.rs report Reconq—
sultancy fees B liation between tables included in the Directors' report with
Impairment losses 1,897 188 the classification used in the separate financial statements”.
é‘gﬁsDt:)d operating profit (Adjusted 10,013 12,298 This indicator is shown in order to provide a better unders-
tanding of the Company's statement of financial position and
should not be considered as a substitute of IFRS indicators.
The following information should be read together, and is
entirely related to, the separate financial statements and
notes thereto included in these separate financial statements.
The data included in the Director's report differ from those
reported in the separate financial statements as a result
of the transaction completed on 31 July 2018 with the
acquisition by Space4 S.p.A. of a 67% stake in the share
capital of Guala Closures Pre-merger and the subsequent
merger by incorporation of the same in Space4 S.p.A., in
the separate financial statements the results of Guala Clo-
sures Pre-merger were included only for the five months
following the business combination, while “pro-forma” data
have been reported in the Director’s report which include
twelve-month operations.
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Net revenue

In twelve months 2018, the Company recorded net revenue
of Euro 121.9 million, up Euro 3.1 million on 2017, thanks
above all to growth in the closures sector for bottles of
water and oil.

Export sales represented around 71% of turnover. The most

significant countries for exports were: Great Britain, Spain,
Mexico, Finland, France, Australia, the United States of
America and South Africa.

Other operating income

Other operating income increased from Euro 17.2 million in
2017, or 14.5% of net revenue, to Euro 20.1 million in 2018,
or 16.5%, representing a decrease of Euro 3.0 million.

Other operating income mainly comprises:

a. theservice agreement for the recharge to subsidiaries
of costs incurred by Guala Closures S.p.A. on behalf
of other group companies for accounting, financial,
treasury, purchasing, personnel management and data
management services and the recharge of insurance
and other costs incurred by Guala Closures S.p.A. on
behalf of other group companies (Euro 10.6 million);

b. royalties charged to other group companies for the
utilization of the trademark (Euro 5.5 million);

¢. recharge of personnel expense (Euro 0.5 million);
d. charge for transport costs (Euro 0.3 million);

e. charge for insurance costs (Euro 0.5 million).

Internal work capitalized

Internal work capitalised increased from Euro 2.4 million in
2017, or 2.0% of net revenue, to Euro 3.0 million in 2018,
or 2.45%.

This income comprises capitalized development expenditure
and extraordinary maintenance.

Cost for raw materials

These costs decreased from Euro 70.4 million in 2017, or
59.3% of net revenue, to Euro 68.9 million in 2018, or 56.5%.
This reduction is due to a slight decline in purchase prices
of aluminium.

Costs for services

Costs for services rose by Euro 31.9 million in 2017 (26.8%
of net revenues), to Euro 49.8 million in 2018 (40.9%), mainly
due to higher non-recurring costs of Euro 16 million recorded

in 2018 as incurred by the Company for expenses relating to
due diligence and other costs connected with the business
combination (exit expenses).

Personnel expense

Personnel expense increased from Euro 27.0 million in
2017, to Euro 27.6 million in 2018, but the percentage of
net revenue remained basically stable at 22.6%.

The average number of employees in 2017 was 434 (439
in 2016), including 15 managers, 142 white collars and 277
blue collars.

Other operating expense

Other operating expense decreased from Euro 2.8 million in
2017, or 2.4% of net revenue, to Euro 1.9 million in 2018, or
1.6%, mainly due to the accrual of Euro 0.5 million as costs
recognized in relation to tax and related matters dating to
the period 2012-2016, recorded in 2017.

Impairment losses

Impairment losses decreased from Euro 1.9 million in 2017
(1.6% of net revenues) to Euro 0.2 million in 2018 (0.2%)
following the recognition in 2017 of impairment loss of the
Torre d'lsola plant, sold in 2018 at market value and im-
paired in 2017 for an amount of € 1.8 million, calculated as
the difference between the book value of land and buildings
and plant and machinery and the sale price.

Gross operating profit (EBITDA)

EBITDA totalled Euro -5.7 million in 2018 (Euro 6.6 million
in 2017).

In 2018, EBITDA was impacted by: Euro 16.8 million in
non-recurring costs incurred by the Company for expenses
relating to due diligence and other costs connected with the
business combination (exit expenses) and Euro 0.2 million
for the impairment of tangible assets.

In 2017, EBITDA was impacted by: Euro 1.9 million for
impairment linked to losses of value recorded on the Torre
d'lsola plant, Euro 0.7 million mainly due to a production
accident that took place in January 2017 at the plant of
Magenta (MI) which resulted in the death of an employee
during maintenance and set-up of a decoration line, by Euro
0.6 million for costs accounted in relation to contingent tax
penalties and related consultancy fees dating to the period
2012-2016 and Euro 0.1 million of other costs.

Excluding the above mentioned costs, the Company’s gross
operating profit (adjusted EBITDA) would have been Euro
12.3 million in 2018 (Euro 10.0 million in 2017).
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Depreciation and amortization

Amortization and depreciation decreased from Euro 8.2
million in 2017, or 6.9% of net revenue, to Euro 8.1 million
in 2018, or 6.7%.

Financial income and expense

Net financial expense changed from Euro -12.3 million in
2017, to Euro 9.5 million in 2017.

This improvement of Euro 21.8 million is mainly due to the
positive effect of the change in fair value of market warrants
(Euro 24.0 million), the reduction in net interest expense to
third parties (Euro 6.1 million) and the increase in dividends
received from the subsidiary Guala Closures International B.V.
(Euro 0.9 million), partially offset by the negative effects of
the extraordinary expense due to the refinancing (Euro 8.0
million) and the reduction of net interest income - related
parties (Euro 1.2 million).

The following table breaks down financial income and ex-
pense by nature for the two years:

12 months 12 months

2017 2018
(€ thousands) Pro forma Pro forma
Net exchange losses (270) (311)
Dividends 12,700 13,600
lr::ri]rt\slalue gain (loss) of market war- (6,500) 17529
Net interest expense - third parties (32,180) (26,100)
Financial expense for debt refinancing - (7,995)
Net interest income - related parties 13,951 12,764
Net financial income (expense) (12,298) 9,487

Source: Pro forma

Net interest expense to third parties in 2018 is Euro 6.1
million below the previous year, mainly due to the following
factors: (a) reduction of Euro 4.4 million caused by the group
refinancing, i.e. the repayment on 01 August 2018 of the
bonds and revolving credit facility existing as at 31 December
2017, replaced by new bonds and a new revolving credit
facility at better rates and used for a lower amount than the
previous financial debt; (b) reduction of Euro 0.7 million due
to interest income accrued on liquid funds held at Space4
S.p.A. in the period from 31 December 2017 to the closing
date of the sale of Guala Closures Group, i.e. 31 July 2018.

Net interest income from related parties for 2018 is down
Euro 1.2 million on the previous year, above all due to the
financial netting that took place as at the closing date of the
sale of Guala Closures Group, i.e. 31 July 2018.

Specifically: (a) the reduction of Euro 2.0 million in interest
income due to the full repayment of the infra-group loan
granted by Guala Closures S.p.A. to GCL Holdings S.C.A;; (b)
increase of Euro 0.7 million due to the new intercompany
loan granted by Guala Closures S.p.A. to Guala Closures In-
ternational B.V. (previously granted by GCL Holdings S.C.A.).

The net fair value gains on the Market Warrants refer to
the change in Borsa Italiana S.p.A!s official price of the
Market Warrants existing at 31 December 2017 between
31 December 2017 and 31 December 2018 and the change
in Borsa Italiana S.p.A’s official price of the new Market
Warrants issued on 6 August 2018 between 6 August 2018
and 31 December 2018.

The non-recurring costs related to the debt refinancing amount
to Euro 8.0 million in 2018 and refer to the write-off of the
unamortised transaction costs due to Guala Closures Group’s
refinancing occurred on 1 August 2018 (early redemption of
the existing Floating Rate Senior Secured Notes due in 2021
and of the previous Senior Revolving Facility due in 2021).

Income taxes

Income taxes decreased from Euro 2.0 million, or 1.7% of
net revenue in 2017, to Euro 0.4 million, or 0.3% in 2018,
mainly due to the decrease of the deferred tax assets vs
2017, due to the derecognition of trade receivables and the
lower current tax due to higher non-recurring costs incurred
during the year for the business combination.

The Regional Office of the Piedmont Tax Authorities has
recognised the continuation of the tax consolidation scheme
pursuant to Articles 117 to 128 of Italian Presidential De-
cree no. 917 of 22 December 1986, in place by the acquired
company with its subsidiary GCL Pharma S.r.l.

Please also note that there has been no tax re-alignment of
the differences between the tax data and statutory data as a
consequence of the transfer to the international accounting
standards, as envisaged by Article 15, paragraphs 7 and 8
of Italian Decree Law 185 of 29 November 2008, converted
into Italian Law no. 2 of 28 January 2009, insofar as previous
tax losses that can be carried forward and those realised in
the previous year, meant it was not convenient to continue
allocating these differences by paying substitute tax.
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Loss for the period

The loss for the period improved from Euro 15.9 million in
2017, or -13.3% of net revenue, to Euro 4.7 million, or -3.9%
in 2018, mainly due to an improvement in financial expense
(including income and expenses related to the business
combination and the refinancing) that offset the decrease
of the gross operating profit (EBITDA) following a higher
incidence of non-recurring expenses in 2018.

PRO-FORMA RECLASSIFIED SEPARATE
STATEMENT OF FINANCIAL POSITION

The following table shows the pro forma financial position
as at 31 December 2017, which will be discussed later
on, calculated based on the figures of Space4 S.p.A!s IFRS
financial statements at 31 December 2017:

Guala Closures
Space 4 Space 4 Total |S.p.A. Pro Forma
Pre-merger

31 december Acquisition Merger 31 december |31 december 31 december

2017 2017 2017 2017
(€ thousands) i i iii iv=i+ii+iii v iv+v
Intangible assests - - 456,480 456,480 270,864 727,344
Property, plant and equipment - - - - 45,228 45,228
Non-current assets classified as held for sale - - - - 2,130 2,130
Net working capital (4,490) - - (4,490) 30,802 26,312
Investments - 354,040 (354,040) - 84,807 84,807
Net financial derivative liabilities - - - - (213) (213)
Employee benefits - - - - (4,172) (4,172)
Other assets (liabilities) 31 - - 31 (9,899) (9,868)
Net invested capital (4,460) 354,040 102,440 452,020 419,548 871,568
Financed by:
Net financial liabilities - third parties - - - - 561,429 561,429
Market Warrants 12,500 - - 12,500 - 12,500
Financial assets - related parties (265,750) (265,750)
Cash and cash equivalents (512,206) 354,040 - (158,166) (10,318) (168,484)
Net financial indebtedness (499,706) 354,040 - (145,666) 285,360 139,694
Equity 495,246 - 102,440 597,686 134,187 731,874
Sources of financing (4,460) 354,040 102,440 452,020 419,548 871,568

Source: reclassified pro-forma figures

Note:

The above reclassified statement of financial position includes certain reclassifi-
cations compared to the separate financial statements format. A reconciliation
schedule is attached as Annex B) to the Directors’ report.

The Spaces columns show the statement of financial position
balances of Space4 S.p.A. as at 31 December 2017, the effect
of Space4 S.p.Als acquisition of 67% of pre-merger Guala
Closures on 31 July 2018 and the impact of the merger of
pre-merger Guala Closures on 6 August 2018, respectively.

The pre-merger Guala Closures column shows the statement
of financial position balances of pre-merger Guala Closures
as at that date.

Finally, the 31/12/2017 pro forma column brings forward
the effects of the merger between Space4 S.p.A. and
pre-merger Guala Closures, applying at 31 December 2017
the goodwill that emerged at the date of acquisition on 31
July 2018 (which therefore takes into account the loss of
the first seven months of the acquired company), to enable
comparison with the statement of financial position figures
as at 31 December 2018.
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Analysis of the pro forma financial position

The pro forma table summarises the financial position
which reflects the statement of financial position balances
of Guala Closures as at 31 December 2018 after the merger
between Space4 S.p.A. and pre-merger Guala Closures com-
pared with the corresponding pro forma figures which bring
forward the effects of the merger between Space4 S.p.A.
and pre-merger Guala Closures to 31 December 2017, to
enable comparison with the statement of financial position
figures as at 31 December 2018.

Property, plant and equipment

Property, plant and equipment increased from Euro 45.2
million at 31 December 2017 to Euro 45.9 million at 31
December 2018, i.e. by Euro 0.7 million.

This increase is due to period increases net of disposals (Euro
6.7 million), partially offset by amortisation, depreciation
and impairment (Euro 6.0 million).

Pro forma

(€ thousands) 31 December 2017 31 December 2018
Intangible assets 727344 726,133
Property, plant and equipment 45,228 45,891
Non-current assets classified as held for sale 2,130
Net working capital 26,312 33,182
Investments 84,807 84,841
Net financial derivative assets (liabilities) (213) 88
Employee benefits (4,172) (3,958)
Other liabilities (9,868) (11,445)
Net invested capital 871,568 874,733
Financed by:
Net financial liabilities — third parties 561,429 461,368
Market warrants 12,500 4,338
Financial assets - related parties (265,750) (219,570)
Cash and cash equivalents (168,484) (16,108)
Net financial indebtedness 139,694 230,029
Equity 731,874 644,704
Sources of financing 871,568 874,733

Net working capital

The table below provides a breakdown of net working capital.

Pro forma

(€ thousands) 31 December 2017 31 December 2018
Inventories 16,938 14,238
Trade receivables - third parties 13,697 12,765
Trade receivables — related parties 24,093 28,094
Trade payables - third parties (26,509) (20,699)
Trade payables - related parties (1,906) (1,215)
Net working capital (*) 26,312 33,182

Note:

The above net working capital includes certain reclassifications compared to the

separate financial statements format. A reconciliation schedule is attached

as Annex B) to the Directors’ report.

The table below analyses net working capital days, calculated

on the fourth quarter revenue of the year.

Pro forma

Days 31 December 2017 31 December 2018
Inventories 54 L4
Trade receivables - third parties 43 39
Trade receivables — related parties 76 86
Trade payables - third parties (84) (63)
Trade payables - related parties (6) (4)
Net working capital days 83 102
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Net working capital increased from Euro 26.3 million at
31 December 2017 to Euro 33.2 million at 31 December
2018, representing an increase in net working capital days
from 83 to 102 days, mainly due to the reduction in trade
payables to third parties, which in 2017 included Euro 4.5
million of Space4 for non-recurring transactions. Excluding
this amountin 2017, net working capital in days would have
been 98, compared to 102 in 2018.

Net financial indebtedness

The table below gives a breakdown of net financial inde-
btedness.

Pro forma
(€ thousands) 31 December 2017 31 December 2018
Net financial liabilities — third parties 561,429 461,368
Market warrants 12,500 4,338
Financial assets - related parties (265,750) (219,570)
Cash and cash equivalents (168,484) (16,108)
Net financial indebtedness 139,694 230,029

Note:

The above net financial indebtedness includes certain reclassifications compared
to the separate financial statements format. A reconciliation schedule is attached
as Annex B) to the Directors’ report,

Net financial indebtedness rose from Euro 139.7 million at
31 December 2017 to Euro 230.0 million at 31 December
2018, representing an increase of Euro 90.3 million.

The details of the above are provided in the reclassified se-
parate statement of changes in net financial indebtedness
— Guala Closures S.p.A..
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Pro-forma reclassified separate statement of changes
in net financial indebtedness - Guala Closures S.p.A.

Calculation of the pro forma reclassified statement of
changes in net financial indebtedness

The following table shows the pro forma figures for the
twelve months of 2017, which will be discussed later on,
calculated based on the figures of Space4 S.p.A's accounting
figures at 31 December 2017, prepared pro forma with the
effect of the acquisition of pre-merger Guala Closures:

The “"Reported statement of cash flow"” column shows the
balances of the statement of cash flows of the merging
company from the incorporation date (19 September 2017)
to 31 December 2017.

The “Space4 pro forma statement of cash flows” column
includes the effect of the acquisition by Space4 S.p.A. of 67%
of the share capital of Guala Closures S.p.A. pre-merger, on
31 July 2018.

The “pre-merger Guala Closures 12 months” column shows
the balances of the statement of cash flows of pre-merger
Guala Closures from 1 January to 31 December 2017.

Reported Space4 Guala 31/12/2017
statement of | Acquisition statement of Closures Guala
cash flows cash flows Pre-merger Closures
"Pro-forma" 12 months "Pro-forma"
(€ thousands) i ii iii iv ifi+iv
A) Opening net financial debt - - - (269,882) (269,882)
Gross operating profit (EBITDA) (104) (104) 8,593 8,489
Change in NWC 4,460 4,460 (9,294) (4,834)
Other operating items (4,677) (4,677) (135) (4,812)
Taxes (2,879) (2,879)
B) Net cash from operating activities (322) - (322) (3,715) (4,036)
Net capex (4,733) (4,733)
Change in payables for capex 481 481
Acquisition of Guala Closures Group (354,040) (354,040) (354,040)
C) Cash flow used in investing activities - (354,040) (354,040) (4,252) (358,292)
Net interest expense 27 - 27 (16,863) (16,836)
ELI:I?OCLE;I s;ﬁsnse due to transaction costs on revolving facility and (3,768) (3,768)
Initial impact of Market Warrants (6,000) - (6,000) (6,000)
Change in fair value of Market Warrants (6,500) - (6,500) (6,500)
Derivatives and other financial items 420 420
Share capital increases 512,500 - 512,500 512,500
Dividends collected from Guala Closures International B.V. 12,700 12,700
::)e;:hange in net financial indebtedness due to financing activi- 500,027 ) 500,027 (7,511) 492,516
E) Total change in net financial indebtedness (B+C+D) 499,706 (354,040) 145,666 (15,478) 130,188
F) Closing net financial indebtedness (A+E) 499,706 (354,040) 145,666 (285,360) (139,694)

Finally, the "31/12/2017 Guala Closures Pro forma” column
shows the balances of the statement of cash flows of Guala
Closures for the twelve months of 2017, inclusive of the cash
flows for the period of Space4 S.p.A., in order to compare
them with the corresponding twelve months of 2018.
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The table below covers the twelve months of 2018 and shows
the related pro forma figures, which will be discussed later
on, calculated based on the figures of the IAS/IFRS separate
financial statements at 31 December 2018.

Reported sta- gll:)asI:res ki
tement of cash | Pre-merger Acquisition gua:: Closures
flows until p'r% fc.)rma
05/08/2018
(€ thousands) i ii iii i+ii+iii
Opening net financial debt (285,360) (285,360)
Opening net cash 499,706 (354,040) 145,666
A) Opening net financial debt 499,706 (285,360) (354,040) (139,694)
Gross operating profit/(loss) (EBITDA) (4,624) (86) (4,710)
Purchase price allocation - fair value inventory (990) (990)
Change in NWC 4,003 (11,207) (7,204)
Other operating items (2,058) 5,296 3,238
Taxes (1,886) 1,070 (815)
B) Net cash used in operating activities (5,555) (4,926) - (10,482)
Net capex (4,305) (3,466) (7,771)
Change in payables for capex 1,190 (1,759) (569)
Proceeds from the sale of assets held for sale 2,130 2,130
Acquisition of the Guala Closures Group (354,040) 354,040 -
Cash acquired 12,408 (12,408) -
C) Cash flow used in investing activities (344,747) (3,095) 341,632 (6,210)
Withdrawal (31,323) (31,323)
Acquisition of opening financial assets (liabilities) of the Guala Closures Group (360,993) 360,993 -
Net interest expense (2,385) (10,951) (13,336)
Eic:l:;cial expense due to transaction costs on revolving facility and previous B (7,995) (7,995)
Initial impact of market warrants (9,367) (9,367)
Change in fair value of market warrants 17,529 17,529
Derivatives and other financial items 142 92 233
Closure of the participating financial instrument (67,949) (67,949)
Share capital increases 25,000 25,000
Dividends collected from Guala Closures International B,V, 7,000 6,600 13,600
Effect of changes in exchange rates (34) (34)
D) Change in net financial indebtedness due to financing activities (379,432) (55,204) 360,993 (73,643)
E) Total change in net financial indebtedness (B+C+D) (729,735) (63,226) 702,626 (90,334)
F) Closing net financial indebtedness (A+E) (230,029) (348,586) 348,586 (230,029)
Source: reclassified financial statements figures — internal data
Reference should be made to Annex B) Reconciliation between change in Net
financial indebtedness and change in cash and cash equivalent for the recon-
ciliation between the above Reclassified separate statement of changes in net
financial indebtedness and the Separate statement of cash flows included in
these separate financial statements.
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Analysis of the pro forma reclassified statement of changes
in net financial indebtedness

The pro forma table below summarises the trend of the
comparable reclassified statement of changes in net financial
indebtedness of Guala Closures S.p.A. for the twelve months
of 2017 and for the same period of 2018:

Opening net financial indebtedness has been adjusted to
include the effect of net cash contributed by Space4 S.p.A.
as a result of the merger (Euro 145.7 million).

31/12/2017 Guala Closures
S.p.A. Pro forma

31/12/2018 Guala Closures
S.p.A. Pro forma

(€ thousands)

Opening net financial debt - (285,360)
Opening net cash - 145,666
A) Opening net financial debt (269,882) (139,694)
Gross operating profit/(loss) (EBITDA) 8,489 (4,710)
Purchase price allocation - fair value inventory - (990)
Change in NWC (4,834) (7,204)
Other operating items (4,812) 3,238
Taxes (2,879) (815)
B) Net cash used in operating activities (4,036) (10,482)
Net capex (4,733) (7,771)
Change in payables for capex 481 (569)
Proceeds from the sale of assets held for sale - 2,130
Acquisition of Guala Closures Group (354,040) -
C) Cash flow used in investing activities (358,292) (6,210)
Withdrawal - (31,323)
Net interest expense (16,836) (13,336)
Financial expense due to transaction costs on revolving facility and previous bond (3,768) (7,995)
Initial impact of market warrants (6,000) (9,367)
Change in fair value of market warrants (6,500) 17,529
Derivatives and other financial items 420 233
Closure of the participating financial instrument - (67,949)
Share capital increases 512,500 25,000
Dividends collected from Guala Closures International B.V. 12,700 13,600
Effect of changes in exchange rates - (34)
D) Change in net financial indebtedness due to financing activities 492,516 (73,643)
E) Total change in net financial indebtedness (B+C+D) 130,188 (90,334)
F) Closing net financial indebtedness (A+E) (139,694) (230,029)
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KEY FINANCIAL AND OTHER INDICATORS

Financial indicators

Pro forma

2017 2018
(AErfjtl;tritljn)gross operating profit (Adjusted EBITDA) 100 12.3
EBITDA margin (Adjusted EBITDA/Net revenue) 8.4% 10.1%
ROS (Adjusted operating profit/Net revenue) 1.55% 3.4%
ROE (Net result/Equity) (2.2%) (0.7%)
ROI (Adjusted operating profit/Net invested capital) 0.2% 0.5%
Gearing ratio (Net financial indebtedness/Equity) 0.19 0.36
NWC days (Net working capital/Turnover of last quarter) 83 102

Source: pro forma separate financial statements figures

Notes:

In relation to the Adjusted EBITDA and Adjusted operating profit, reference
should be made to the section “Alternative performance indicators” in this
Director’s report on page 43.

In relation to the Net invested capital and Net working capital, reference should
be made to the Reclassified separate statement of financial position — Guala
Closures S.p.A. in this Directors’ report on page 48

Other indicators

Group personnel by gender and category in the following table.

Breakdown
31 December 2018
Men Women TOTAL
Managers 15 1 16
White collars 107 36 143
Blue collars 266 29 295
Total 388 66 454

With reference to the legislative requirements related to the
protection of personal data (European Regulation 2016/679),
the Company updated its Privacy Manual in 2018. This
contains the minimum security measures for the protection
and safeguarding of personal data in compliance with the
rights of the interested party.

There were no fatalities or serious accidents at work du-
ring the year that caused serious or very serious injuries to
personnel on the Company'’s payroll.

No charges for occupational diseases contracted by em-
ployees or former employees or mobbing lawsuits were
brought against the Company.

19 March 2019

OUTLOOK

2018 was a year filled with challenges for our Group. We
listed on the Milan stock exchange, refinanced the Group’s
debt with great success, achieving a significant reduction
of the spread paid on interest.

We launched a new plant in Chile, for the wine market, and
began development of a new production plant in Kenya, to
serve the growth of spirit consumptions in Africa.

We launched new products on the “luxury” sector, inclu-
ding a revolutionary closure for the Macallan brand which
is enjoying considerable success, that open us the single
malt scotch market.

Finally, we made the acquisition of UCP in Scotland concrete,
confirming our vocation as developers of the most important
world brands market.

All this has yielded excellent results in the last quarter of 2018.

Despite the great volatility both of certain raw materials and
utilities, the international trade tensions and the slowing
down world economic cycle, we trust that in 2019 we will
continue with important growth rates, thanks to the launch
of an additional, revolutionary product in America and the
full benefit of previous investments in production capacity.

We also confirm both our focus on reducing costs with
certain interventions in the second half of the year and the
reduction of debt, going on in monitoring any interesting
M&A opportunities as may arise.

On behalf of the Board of Directors
Chairman and CEO
Marco Giovannini

(signed on the original)
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Reconciliation between tables included in the Director’s Reconciliation between tables included in the Director’s
report with the classification used in the consolidated fi- report with the classification used in the separate financial
nancial statements statements
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ANNEX A)

Reconciliation of financial income and expense included in the Director's report with the classification used in the notes to

the consolidated financial statements - Euro thousands

Classification in the reclassified financial income and 2017 2018 Classification in the notes to the consolidated financial state-
expense (*) (*) ments

Net exchange losses - 2,049 | Exchange gains

Net exchange losses - (7,569) | Exchange losses

Fair value gain (loss) on Market Warrants (6,500) 17,529 | Fair value of market warrants

iFnT;r\:ea;ltuse losses on liability due to non-controlling - (1,476) | Financial expense on liability due to non-controlling interests
Net interest expense 27 828 | Interestincome

Other net financial expense - 1,004 | Other financial income

Net interest expense - (8,624) | Interest expense

Other net financial expense - (965) | Other financial expense

Net interest expense for refinancing - (7,995) | Non-recurring financial expense related to the refinancing
Total net financial expense (6,473) (5,219)

(*) as per consolidated statement of profit or loss and other comprehensive income

Reconciliation of the reclassified statement of financial position included in the Report on Operations with the classification

used in the statement of financial position - Euro thousands

Classification in the reclassified statement of financial position z:rDze(;:,le:- Financial statements classification
Net working capital 102,805 | Trade receivables

Net working capital 93,258 | Inventories

Net working capital (71,331) | Trade payables

Total net working capital 124,732

Financial derivative assets (liabilities) 146 | Financial derivative assets
Financial derivative assets (liabilities) (58) | Financial derivative liabilities
Total financial derivative assets/liabilities 88

Other current assets/liabilities 4,044 | Current direct tax assets
Other current assets/liabilities 8,100 | Current indirect tax assets
Other current assets/liabilities 6,670 | Other current assets

Other current assets/liabilities 5,807 | Deferred Tax Assets

Other current assets/liabilities 486 | Other non-current assets
Other current assets/liabilities (3,364) | Current direct tax liabilities
Other current assets/liabilities (7,035) | Current indirect tax liabilities
Other current assets/liabilities (1,521) | Current provisions

Other current assets/liabilities (34,779) | Other current liabilities
Other current assets/liabilities (11,718) | Deferred tax liabilities

Other current assets/liabilities (252) | Non-current provisions
Other current assets/liabilities (570) | Other non-current liabilities
Total other current assets/liabilities (34,131)

Reconciliation of the reclassified statement of financial position included in the Directors’ report with the classification used

in the statement of financial position - Euro thousands

Classification in the reclassified statement of financial position z:rDze(;:,le:- Financial statements classification
Net financial liabilities — third parties (653) | Current financial assets
Net financial liabilities — third parties (273) | Non-current financial assets
Net financial liabilities — third parties 20,946 | Current financial liabilities
Market warrants 4,338 | Current financial liabilities
Net financial liabilities — third parties 458,299 | Non-current financial liabilities
Financial liabilities due to non-controlling interests 18,500 | Non-current financial liabilities
Cash and cash equivalents (47,795) | Cash and cash equivalents
Total net financial indebtedness 453,362
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ANNEX A)

Reconciliation of the reclassified statement of financial position included in the Directors' report with the classification used

in the statement of financial position - Euro thousands

(€ thousands) 31 December 2017 31 December 2018

Total change in net financial indebtedness 499,706 (953,068)
Proceeds from new borrowings and bonds - 916,985
Repayment of borrowings and bonds - (1,019,028)
Repayment of finance leases - (1,000)
Exchange effect on assets and liabilities denominated in foreign currencies - (581)
Fair value losses on liability due to non-controlling interests - 1,477
Impact of initial debt acquired by Guala Closures Group - 606,186
Change in payables for financial charges 12,500 (1,011)
Transaction costs paid in connection with the Bridge Facility Agreement, new Bonds and the

Senior Revolving Facility ) (14,633)
Change in financial assets - 261
Total change in financial assets and liabilities 12,500 488,657
Total change in cash and cash equivalents 512,206 (464,411)

ANNEX B)

Reconciliation of financial income and expense included in the Directors’ report with the classification used in the notes to

the separate financial statements - Euro thousands

Classification in the reclassified financial income and ex- " " Classification in the notes to the separate financial
pense 2017() 2018(") statements (notes 33-34)
Net exchange losses - 149 | Exchange gains
Net exchange losses - (195) | Exchange losses
Dividends - 7,000 | Dividends
Net interest expenses - third parties 27 701 | Interest income
Fair value gain (loss) of market warrants (6,500) 17,529 | Fair value of market warrants
Net interest expense - third parties - (7,457) | Interest expense
Net interest expense - third parties - (170) | Other financial expense
Net interest income - related parties - 4,541 | Financial income - related parties
Net interest income - related parties - (81) | Financial expense - related parties
Total net financial expense (6,473) 22,017
(*) as per separate statement of profit or loss and other comprehensive income
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ANNEX B)

Reconciliation of the reclassified statement of financial position included in the Directors' report with the classification used
in the separate statement of financial position - Euro thousands

Classification in the reclassified statement of financial position

31 December
2018

Financial statements classification

Net working capital

12,765

Trade receivables - third parties

Net working capital

28,094

Trade receivables — related parties

Net working capital

14,238

Inventories

Net working capital

(20,699)

Trade payables - third parties

Net working capital

(1,215)

Trade payables - related parties

Total net working capital

33,182

Financial derivative assets (liabilities)

146

Financial derivative assets

Financial derivative assets (liabilities) (58) | Financial derivative liabilities
Total financial derivative assets/liabilities 88
Other assets/liabilities 461 | Current direct tax assets

Other assets/liabilities

1,534

Current indirect tax assets

Other assets/liabilities

182

Other current assets - third parties

Other assets/liabilities

3,966

Other current assets - related parties

Other assets/liabilities

885

Deferred tax assets

Other assets/liabilities

18

Other non-current assets

Other assets/liabilities

(123)

Current direct tax liabilities

Other assets/liabilities

(955)

Current indirect tax liabilities

Other assets/liabilities

(1,119)

Current portion of provisions

Other assets/liabilities

(12,923)

Other current liabilities - third parties

Other assets/liabilities

(529)

Other current liabilities - related parties

Other assets/liabilities

(2,617)

Deferred tax liabilities

Other assets/liabilities (226) | Non-current portion of provisions
Total other assets/liabilities (11,445)
Net financial liabilities — third parties (38) | Non-current financial assets - third parties

Net financial liabilities — third parties

6,494

Current financial liabilities

Market Warrants

4,338

Current financial liabilities

Net financial liabilities — third parties

454,912

Non-current financial liabilities

Financial assets - related parties

(989)

Current financial assets - related parties

Financial assets - related parties (218,581) | Non-current financial assets - related parties
Cash and cash equivalents (16,108) | Cash and cash equivalents
Total net financial indebtedness 230,029

ANNEX B)

Reconciliation of the reclassified statement of financial position included in the Directors’ report with the classification used
in the separate statement of financial position - Euro thousands

(€ thousands) 31 December 2017 31 December 2018

Total change in net financial indebtedness 499,706 (729,735)
Proceeds from new borrowings and bonds - 916,224
Repayment of borrowings and bonds - (1,002,396)
Repayment of finance leases - (965)
Exchange effect on assets and liabilities denominated in foreign currencies - (45)
Impact of initial debt acquired by Guala Closures S.p.A. - 360,993
Change in payables for financial charges 12,500 (3,301)
Transaction costs paid in connection with the Bridge Facility Agreement, new Bonds and the

Senior Revolving Facility ) (14,633)
Change in financial assets - (22,241)
Total change in financial assets and liabilities 12,500 233,637
Total change in cash and cash equivalents 512,206 (496,098)
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Consolidated Financial Statements Guala Closures Group

CONSOLIDATED FINANCIAL STATEMENTS

as at and for the year ended December 31, 2018

Consolidated statement of financial position
Guala Closures Group - ASSETS as at December 31, 2018

December 31 | of which: . December 31 of which: _ Notes
(€ thousands) 2017 Related-parties 2018 Related-parties
ASSETS
Current assets
Cash and cash equivalents 512,206 47,795 5
Current financial assets 653
Trade receivables 102,805 6
Contract assets 25
Inventories 93,258 7
Current direct tax assets 4,044
Current indirect tax assets 8,100
Financial derivative assets 146 8
Other current assets 84 6,670
Total current assets 512,290 - 263,495 -
Non-current assets
Non-current financial assets 273
Property, plant and equipment 205,984 9
Intangible assets 806,104 10
Contract costs 29
Deferred Tax Assets 5,807 11
Other non-current assets 486
Total non-current assets - - 1,018,684 -
TOTAL ASSETS 512,290 - 1,282,179 -

The accompanying notes are an integral part of the consolidated financial statements.

ANNUAL REPORT 2018
59



Consolidated Financial Statements

Guala Closures Group

Consolidated statement of financial position

Guala Closures Group - LIABILITIES AND EQUITY as at December 31, 2018

December 31 of which: . December 31 of which:
2017 Related parties 2018 Relqted Notes

(€ thousands) (*) parties

LIABILITIES AND EQUITY

Current liabilities

Current financial liabilities 12,500 25,284 12
Trade payables 4,490 62 71,331 - 13
Current direct tax liabilities 3,364

Current indirect tax liabilities 7,035

Current provisions 1,521 14
Financial derivative liabilities 58 15
Other current liabilities 53 34,779 16
Total current liabilities 17,043 62 143,372 -
Non-current liabilities

Non-current financial liabilities 476,799 12
Employee benefits 6,461 17
Deferred tax liabilities 11,718

Non-current provisions 252

Other non-current liabilities 570

Total non-current liabilities - - 495,799 -

Total liabilities 17,043 62 639,171 -

Share capital and reserves attributable to non-controlling interests 22,253

Profit for the year attributable to non-controlling interests 2,915

Non-controlling interests - - 25,168 - 19
Equity attributable to the owners of the parent company

Share capital 51,340 68,907

Share premium reserve 455,160 423,837

Translation reserve (1,161)

Hedging reserve 43

Losses carried forward and other reserves (4,677) 121,316

Profit/(loss) for the year (6,577) 4,898

Equity attributable to the owners of the parent company 495,246 - 617,840 - 18
Total equity 495,246 643,008

TOTAL LIABILITIES AND EQUITY 512,290 62 1,282,179 -

The accompanying notes are an integral part of the consolidated financial statements.

(*) Trade payables to related-parties account for 1.4% of trade payables as at 31 December 2017
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Consolidated statement of profit or loss and other comprehensive income Guala Closures Group

31 of which: nz:l_h::_h: 31 of which: :L‘:::':E“
(€ thousands) December Rela_ted curring Decer1nber Rela_ted curring Notes
2017 parties* 2018 parties*
expenses expenses

Net revenue - 237,419 - 20
gCohoadnsge in inventories of semi-finished products and finished B (13,097) (7.420)
Other operating income - 5,833 3,479 21
Internal work capitalized - 2,789 - 22
Cost for raw materials - (102,946) - 23
Costs for services (102) (62) (102) (49,672) (1,279) (11,108) 24
Personnel expense (2) (2) (41,229) (115) 25
Other operating expense - (4,753) (273) 26
Reversal of impairment loss 95 -| 9-10
Depreciation and amortization - (15,141) -] 9-10
Operating profit (loss) (104) (62) (104) 19,299 (1,279) | (15,441)
Financial income 27 21,410 - 27
Financial expense (6,500) (26,629) (7,995) 28
Net financial expense (6,473) - - (5,219) - (7,995)
Profit (loss) before taxation (6,577) (62) (104) 14,080 | (1,279)| (23,436)
Income tax - (6,266) 30
Profit (loss) of the period (6,577) (62) (104) 7,813 (1,279) | (23,436)
Other comprehensive income
Items that will never be reclassified to profit or loss:
Remeasurements of defined benefit liability (asset) (160)

- (160)
Items that are or may be reclassified subsequently to profit or loss:
Foreign currency translation differences for foreign operations (1,161)
Cash flow hedges — effective portion of changes in fair value 2
Cash flow hedges — reclassified to profit or loss 55
Related Tax (14)

- (1,118)
Other comprehensive expense for the period, net of tax - (1,278)
Comprehensive income (loss) for the period (6,577) 6,536
Profit (loss) attributable to:
owners of the parent (6,577) 4,898
non-controlling interests 2,915
Profit (loss) for the period (6,577) 7,813
Comprehensive income (loss) attributable to:
owners of the parent (6,577) 3,621
non-controlling interests 2,915
Comprehensive income (loss) for the period (6,577) 6,536
Basic earnings (loss) per share (Euro (1.24) 0.09
Diluted earnings (loss) per share (Euro) (1.19) 0.08

The accompanying notes are an integral part of the consolidated financial statements.

Note

(1): these figures include the operations of Guala Closures Group for five months. For an exhaustive analysis, reference should be made to the Directors’ report

(*) Costs for services — related parties account for 60.8% of costs for services in 2017 and 2.6% in 2018
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Consolidated statement of cash flows Guala Closures Group

(Euro thousands) 2017 2018 " Notes
Opening cash and cash equivalents - 512,206 5
A) Cash flows from operating activities

Profit (loss) before taxation (6,577) 14,080

Adjustment for:

Depreciation and amortization 15,141 9-10
Net finance costs 6,473 5,219 27-28
Income from UCP acquisition (3,465) 21
Changes in:

Receivables, payables and inventories 4,460 25,578 6-7-13
Other operating items (4,677) (4,247)

VAT and indirect tax assets/liabilities (1,070)

Income taxes paid (11,480)

Net cash from (used in) operating activities (322) 39,755

B) Cash flows from investing activities

Acquisitions of property, plant and equipment and intangible assets (15,608) 9-10
Proceeds from sale of property, plant and equipment and intangible assets 492 9-10
Acquisition of Guala Closures Group, net of cash and cash equivalents acquired (306,374) 4
Acquisition of U.C.P. (United Closures and Plastics Ltd, UK), net of cash and cash equiva-

lents acquired (18616) 4
Net cash used in investing activities - (340,105)

C) Cash flows from financing activities

Withdrawal of Space4 former shareholders (31,323)

Interest received 27 1,832

Interest paid (10,135)

Transaction costs paid in connection with the Bridge Facility Agreement, new Bonds and

the Senior Revolving Facility (14.633)

Other financial items (5,457)

Dividends paid (1,134)

Share capital increases 512,500

Proceeds from new borrowings and bonds 916,985 12
Repayment of borrowings and bonds (1,019,028) 12
Repayment of finance leases (1,000)

Change in financial assets 261

Net cash from (used in) financing activities 512,527 (163,632)

Net cash of the period 512,206 (463,983)

Effect of exchange fluctuation on cash held (428)

Closing cash and cash equivalents 512,206 47,795 4

The accompanying notes are an integral part of the consolidated financial statements.

Note

(1): these figures include the operations of Guala Closures Group for five months. For an exhaustive analysis, reference should be made to the Directors’ report
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Consolidated statement of changes in equity - Guala Closures Group

Attributable to the owners of the Company Non-controlling interest
Losses
Share Conver- carried Share
(€ thousands) Sha!'e pre- sion Hedging | foward | Profit Total capital Profit Total T°ta.|
Capital | mium reserve |and (loss) and re- equity
reserve
reserve other serves
reserves
Company incorporated on 19
September 2017: Share capital
increase by Space Holding Srl,
in view of 10,000 ordinary 100 100 100
shares, converted into special
shares on 21 December 2017
Share capital increase from
listing on 21 December 2017,
in view of 50,000,000 ordinary 50,000 | 444,000 494,000 494,000
shares
Share capital increase of Space
Holding S.r.l. on 21 December 1260| 11,160 12,400 12,400

2017, in view of 1,240,000
special shares

Loss of the period (6,577)| (6,577) -| (6,577)
i(i\c;srzigzlated to share capital (4,677) (4,677) | we77)
Compre.hensive expense for 51,240 | 455,160 _ -| (4,677)| (6,577)| 495,146 - - -| 495,146
the period

Balance at 31 December 2017 51,340 | 455,160 - -| (4,677)| (6,577)| 495,246 - - - | 495,246
Balance at 1 January 2018 51,340 | 455,160 - -| (4,677)| (6,577)| 495,246 - - -| 495,246
Allocation of 2017 loss (6,577) 6,577 - - - - -
Loss for the year/period 4,898 4,898 2,915 2,915 7,813
Other comprehensive income (1,161) 43 (160) (1,278) -1 (1,278)
tc:;“p"e’rei::“s“’e expense for - -l (1,161) 43| (6,737)| 11,475| 3,621 2,915 2915| 6,536
Guala Closures business

combination and share capital 17,567 142,097 159,664 | 23,309 23,309 | 182,973
increase for merger

Issue of market warrants (9,367) (9,367) -1 (9,367)
:?][;/elcriee;is to non-controlling -| (1,056) (1,056)| (1,056)
Withdrawal (31,323) (31,323) -1 (31,323)
Total contributions and distri-

butions to/from shareholders 17,567 | (31,323) - -1 132,730 -| 118,974 | 22,253 -| 22,253 | 141,226
and other movements

Balance at 31 December 2018 68,907 | 423,837 | (1,161) 43| 121,316 4,898 | 617,840 | 22,253 2,915| 25,168 643,008

The accompanying notes are an integral part of the consolidated financial statements.
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Notes to the consolidated financial statements as at
December 31, 2018

GENERAL INFORMATION

(1) GENERAL INFORMATION

Guala Closures S.p.A. (the “company” or the “parent”) (formerly
Spaces S.p.A.) was incorporated by Space Holding S.r.l. on 19
September 2017 with the name of Spaces S.p.A. Itis a special
purpose acquisition company (SPAC), set up under Italian law as
a SIV (Special Investment Vehicle) pursuant to the Italian stock
exchange regulation. Trading began on 21 December 2017.

On 31 July 2018, SPAC Space4 S.p.A. acquired Guala Closures
S.p.A., the parent of Guala Closures Group (respectively
“pre-merger Guala Closures” or the “pre-merger Guala
Closures Group”) and on 6 August 2018 proceeded to merge
Guala Closures S.p.A. Furthermore, the latter company and
its group changed their name to Guala Closures S.p.A. and
Guala Closures Group, respectively.

Guala Closures S.p.A. is a company limited by shares set up
under Italian law and registered with the Alessandria com-
pany register. Its registered office is in via Rana 12, industrial
estate D6, Spinetta Marengo (Alessandria).

These financial statements, following the acquisition of
the pre-merger Guala Closures Group completed on 31
July 2018 by Space4 S.p.A., are the first yearly consolidated
financial statements prepared after the transaction: there-
fore, the Consolidated statement of profit or loss and other
comprehensive income and the consolidated statement of
cash flows considered herein begin on 1 January 2018 and
include the pre-merger Guala Closures Group beginning on
1 August 2018. The comparative figures as at 31 December
2017 includes the period running from 19 September 2017,
when Space4 S.p.A. was established, through to 31 December
2017, of Spaces4 S.p.A. only.

For a complete analysis of the “pro-forma” data for the
twelve months, see the Director’s Report.

Guala Closures Group's main activities involve the design and
manufacturing of closures for spirits, wine and non-alcoholic
drinks such as water, olive oil and vinegar, as well as pharma
products to be sold on the domestic and international markets.

The Group is also active in the production of PET plastic
preforms and bottles.

The Group's activities are separated into two divisions:

» the Closures division, representing the Group’s core bu-
siness, specialized in the production of anti-adulteration
closures (safety product line), customized closures (luxury
product line), aluminium closures for wines (wine product
line), standard closures (roll-on product line), closures for
the pharmaceutical sector and others;

= the PET division, active in the production of bottles, bottles
and miniatures in PET. This division is no longer considered
as a core business.

Currently, the Group is the European and international leader
in the production of safety closures for spirits bottles, with
over 60 years' experience in the sector.

It is also the leading European producer of aluminium clo-
sures for spirits bottles.

In 2018, the following events took place:

Business combinations

A.  On 16 April 2018, the Boards of Directors of Space4 S.p.A,
GCL Holdings S.C.A., Peninsula Capital Il S.ar.l. and Guala
Closures S.p.A. approved the business combination, by
means of a Framework Agreement, to be implemented
through (i) the acquisition of an equity investment equal
to approximately 80% of the share capital of Guala
Closures S.p.A. pre-merger by Space4 and Peninsula
Capital Il S.a.r.l,; (i) the merger of pre-merger Guala
Closures into Space4 S.p.A., and (iii) the admission to
listing of the ordinary shares resulting from the merger
of pre-merger Guala Closures into Space4 S.p.A., on the
STAR segment of the Italian Stock Exchange organized
and managed by Borsa Italiana S.p.A. (the “Business
Combination”).

Guala Closures’ financial indebtedness

B. On28June 2018, pre-merger Guala Closures, in agree-
ment with Space4, started two distinct consent so-
licitation procedures with the purpose of obtaining a
waiver by (i) the bondholders under the bonds issued
by pre-merger Guala Closures in 2016 (the “Guala Clo-
sures Bonds") and (i) the revolving credit facility lenders
under the 2016 revolving credit facility agreement (the
“RCF") in relation to their right to exercise the change of
control clauses provided under Guala Closures Bonds
and the RCF which would have been triggered upon
completion of the Business Combination. As part of
these procedures, the bondholders under Guala Clo-
sures Bonds and the RCF lenders were also requested
to release certain security interests created to secure
their obligations under the relevant agreements. On 20
July 2018 and on 19 July 2018, the bondholders under
Guala Closures Bonds and the RCF lenders respectively,
agreed to grant the above-mentioned waivers and car-
ried out the necessary activities to release the relevant
security interests.

C. Following the consent solicitation procedures described
under letter (B), on 01 August 2018, pre-merger Guala
Closures, by agreement with Space4, fully repaid the
Guala Closures Bond and RCF for an amount of 100% of
such totals, plus any interest accrued as at the date of
repayment, using the proceeds from the intercompany
loan of Euro 552,475,767 granted by Space4 on 20
July 2018 Part of such intercompany loan was made
available to Space4 on the same date further to the
signing by the latter of a bridge facility agreement (the
“Bridge Facility Agreement”) with UniCredit Bank AG,
Milan Branch, acting as agent, and the original bridge
lenders (Credit Suisse AG, Milan Branch, Banca IMI S.p.A,,
Banco BPM S.p.A., Barclays Bank PLC and UniCredit
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S.p.A.) for an amount equal to Euro 450 million, which
was repaid during the year.

Furthermore, on 20 July 2018, Space4 entered into a
new revolving credit facility agreement governed by
the law in England and Wales, for a maximum amount
of Euro 80 million (the “New RCF") with UniCredit Bank
AG, Milan Branch, as the agent, and the original lenders
(Credit Suisse International, Banco BPM S.p.A., Barclays
Bank PLC, Intesa Sanpaolo S.p.A. and Unicredit S.p.A.).
The New RCF will expire five years and six months after
the first utilization of the bridge financing described
under letter (C) above.

Following the Merger (as defined below), the post-merger
Guala Closures will be liable for all the obligations arising
under the Bridge Facility Agreement and the New RCF.

On 03 October 2018, Guala Closures S.p.A. fully repaid
the Euro 450 million bridge loan, using the proceeds
from a floating-rate bond issue due in 2024 of Euro
455 million (the “Bonds”) (Euribor 3 months +3.5% -
zero floor) under an indenture contract governed by the
laws of the State of New York. The contract was signed,
inter alia, by Guala Closures S.p.A., as the issuer, The
Law Debenture Trust Corporation p.l.c., as the senior
secured notes trustee and Bondholders' representa-
tives pursuant to articles 2417 and 2418 of the Italian
Civil Code, Deutsche Bank AG, London branch, as the
paying agent, and Deutsche Bank Luxembourg S.A., as
the transfer agent and the registrar (the “Indenture”).

On 11 October 2018, under some agreements to partici-
pate in the new RCF and a supplement to the indenture,
Guala Closures International B.V., Guala Closures U.K.
Limited, Guala Closures Australia Holdings Pty Ltd,
Guala Closures Australia Pty Ltd, Guala Closures New
Zealand Limited, Guala Closures do Brasil LTDA and
Guala Closures Iberica S.A. granted first-level collateral
to guarantee the facility made available by the new RCF
and the Bonds.

In addition to the above and in order to guarantee the
facility made available by the new RCF and the Bonds, the
following companies granted the following guarantees:

i. Pledge over Guala Closures International B.V. shares
held by Guala Closures S.p.A;

ii. Pledge over Guala Closures International B.V.s
receivables arising from some intercompany loans
agreements;

ii. Specific security deed on Guala Closures Australia
Holdings Pty Ltd shares held by Guala Closures
International B.V,;

iv. Specific security deed on Guala Closures Australia
Holdings Pty shares held by Guala Closures Australia
Holdings Pty Ltd;

v. Pledge over the FPI and shares of Guala Closures
Ukraine LLC held by Guala Closures International B.V;

vi. Specific security deed on Guala Closures New Zealand
Limited shares held by Guala Closures International
B.V.;

vii. Charge on Guala Closures U.K. Limited shares held
by Guala Closures International B.V,;

viii. Pledge over Guala Closures DGS Poland S.A. shares
held by Guala Closures International B.V.;

Closing of the Business Combination and admission to listing

On the closing date of the Business Combination (i.e., on
31 July 2018) the acquisition of the 61,200,000 ordinary
shares of pre-merger Guala Closures (equal to 78.13%
of its share capital) was completed with the transfer
by GCL of (i) 52,316,125 ordinary shares of pre-merger
Guala Closures to Spaced, (i) 7,403,229 ordinary shares
of pre-merger Guala Closures to PII G S.ar.l., and (iii)
1,480,646 ordinary shares of pre-merger Guala Closures
to Quaestio Capital SGR S.p.A., against the payment of
the agreed consideration. Furthermore, on the same
date pre-merger Guala Closures and Spaces signed the
merger deed, the effects of which have passed from 6
August 2018 following the approval of the prospectus
by Consob (the Italian commission for listed companies
and the stock exchange) and listing of Space4 S.p.A. The
company resulting from the Merger adopted the cor-
porate name of “Guala Closures S.p.A!" and its ordinary
shares and market warrants have been traded on the
[talian Stock Exchange (Mercato Telematico Azionario),
within the Star Segment since 6 August 2018.

Incorporation of a newco

On 30 October 2018, the board of directors of the subsidiary
GCL International S.a r.l. approved the incorporation of a new

company in Kenya, named Guala Closures East Africa which
will initially have the function of marketing products made

by other group companies and, subsequently, to have, itself,

a production unit. The company was effectively established
on 08 November 2018.

4. By means of the designation by Peninsula of its related company Pl G
S.arl as purchaser of the shares of Guala Closures pursuant to the master
agreement referred to under letter (A) above.
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Merger between group companies

Guala Closures (India) Pvt Limited and its subsidiary (acquired
in 2017) Axiom Propack (Pvt) Limited undertook a merger
process, after which Axiom Propoack Pvt Limited will be
merged into Guala Closures (India) Pvt.

As part of this process, on 11 September 2018 the com-
panies jointly requested the Mumbai National Company
Law Tribunal to approve the merger. Pending approval by
the competent authorities, the merger is expected to be
finalized by 30 June 2019.

Acquisition of United Closures and Plastics (UCP)

On 12 December 2018, through the Luxembourgian sub-
sidiary GCL International S.a r.l., the Group completed the
purchase of the important Scottish company, called United
Closures and Plastics ("UCP"), with registered office in Bridge
of Allan. The company boasts a long-standing presence
on the Scottish market and supplies some historic brands
of scotch whisky with which it has consolidated relations.

Refer to note 4) Acquisition of subsidiaries, business units
and non-controlling interests for data relating to the contri-
bution to the consolidated financial statements deriving
from this acquisition.

This transaction allows Guala Closures Group to expand its
presence on the Scottish market, extending its commercial
activities and innovation and production processes.

The Group will in fact be able to consolidate its collabora-
tion with the spirits multinationals operating in Scotland
and, in particular, with those of whisky, one of the most
important segments in the spirits sector. The transaction
will also speed up the reorganisation of industrial structures
launched by the Group in 2018, in order to achieve higher
production efficiency.

(2) ACCOUNTING POLICIES

The consolidated financial statements of Guala Closures
S.p.A. and its subsidiaries at 31 December 2018, prepared
as a result of the acquisition of Guala Closures Group by
Spaces S.p.A. and completed on 31 July 2018, are the first
set of consolidated yearly financial statements drawn up
after the transaction.

The comparative figures for the period ended 31 December
2017 comprise those of Space4 S.p.A. for the period from
19 September 2017 (the company’s incorporation date) and
31 December 2017.

The consolidated financial statements have been prepared
in compliance with accounting standard IFRS.

The consolidated financial statements have been prepared
in Euro, rounding the amounts to the nearest thousand. Any
discrepancies between financial statements balances and
those of the tables of the notes to the consolidated financial
statements are due exclusively to rounding and do not alter
their reliability or substance.

Figures are shown in thousands of Euro, unless otherwise
stated.

The consolidated financial statements have been prepared
on a historical cost basis, except for derivatives, market
warrants and the potential considerations deriving from the
business combinations (including put options to minority
shareholders and the assets and liabilities arising from a
business combination) which are measured at fair value,
and on a going concern basis. There are no business risks
and/or any identified uncertainties which may cast doubts
on the Group's ability to continue as a going concern.

These consolidated financial statements consist of the
following formats:

» consolidated statement of financial position which is pre-
pared by classifying the values according to the current /
non-current assets / liabilities format;

» consolidated statement of profit or loss and other compre-
hensive income ("0OCI") captions are classified by nature;

» consolidated statement of cash flows has been prepared
using the indirect method;

» consolidated statement of changes in equity has been
prepared in accordance with the structure of changes in
equity.

For each assets and liabilities caption including amounts due
within and after one year, the amount which is expected to
be received or paid after one year is shown.

Finally, please note that pursuant to the requirements of
the Consob Resolution no. 15519 of 27 July 2006 on the
statements, significant transactions with related parties
and non-recurring items have been highlighted separately
in the financial statements.

(a) Basis of consolidation

Accounting for business combinations

Business combinations are accounted for using the acquisition
method at the acquisition date, which is the date on which
control is transferred to the Group. Control is the power to
govern the financial and operating policies of an entity so
as to obtain benefits from its activities. In assessing control,
the Group takes into consideration potential voting rights
that are currently exercisable.

The Group measures goodwill as at the date of acquisition,
as follows:

= the fair value of the consideration transferred; plus

= the recognized amount of any non-controlling interests in
the acquiree; plus if the business combination is achieved
in stages, the fair value of the existing equity interest in
the acquiree; less

= the net recognised amount (generally fair value) of the
identifiable assets acquired and liabilities assumed.
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When the excess is negative, a bargain purchase gain is
recognized immediately in profit or loss in the other income
caption.

The consideration transferred does not include amounts
related to the settlement of pre-existing relationships. Such
amounts are generally recognized in profit or loss.

Costs related to the acquisition, other than those associated
with the issue of debt or equity securities, that the Group
incurs in connection with a business combination are ex-
pensed as incurred.

Any contingent consideration payable is recognised at fair
value at the acquisition date. If the contingent consideration
is classified as equity, it is not remeasured and settlement is
accounted for in equity. Otherwise, subsequent changes to
the fair value of the contingent consideration are recognized
in profit or loss.

If the Group is required to replace incentives held by em-
ployees of the acquiree (acquiree incentives) relative to past
provisions with its own incentives recognised on share-
based payments of the acquirer (replacement incentives),
such replacement incentives of the acquiring party or part
thereof must be included in the measurement of the price
paid in the business combination, determining the amounts
on the basis of market valuation of the replacement incen-
tives with respect to the market valuation of the incentives
of the acquiree and the extent to which the replacement
incentives refer to past and/or future service.

Accounting for acquisitions of non-controlling interests

Acquisitions of non-controlling interests are accounted for
as transactions with owners in their capacity as owners
and therefore no goodwill is recognised as a result of such
transactions. The adjustments to non- controlling interests
are based on a proportionate amount of the net assets of
the subsidiary.

Changes in the Group’s interest in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions.

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed to, or has rights to,
variable returns from its involvement with the entity and
has the ability to affect those returns through its power
over the entity. The financial statements of subsidiaries are
included in the consolidated financial statements from the
date on which control commences until the date on which
control ceases.

Loss of control

When the Group loses control over a subsidiary, it dereco-
gnises the assets and liabilities of the subsidiary, and any
related NCl and other components of equity. Any resulting
gain or loss is recognized in profit or loss. Any interest
retained in the former subsidiary is measured at fair value
when control is lost.

Consolidation procedures

The financial statements of the subsidiary companies are
drawn up for each accounting year by adopting the same
accounting standards as the parent company. Any consolida-
tion adjustments are made to ensure homogeneity of items
that are affected by the application of different accounting
standards. All Intragroup balances and transactions, inclu-
ding any unrealised profits on Intragroup transactions, are
eliminated in full. Unrealized losses, other than impairment
losses, are eliminated. The related tax effects are measured
on all consolidation adjustments.
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List of investments in subsidiaries at 31 December 2018

. . Share/quota Investment Type of Method of

Company name Registered office | Currency R . e
capital percentage investment consolidation

EUROPE
Guala Closures International B.V. Netherlands EUR 92,000 100% | Direct Line-by-line
GCL PharmaSir.l. Italy EUR 100,000 100% | Direct Line-by-line
GCL International Sarl Luxembourg EUR 12,000 100% | Indirect (*) Line-by-line
Guala Closures UK Ltd. UK GBP 134,000 100% | Indirect (*) Line-by-line
United Closures and Plastics Ltd. UK GBP 3,509,000 100% | Indirect (*) Line-by-line
Guala Closures Iberica, S.A. Spain EUR 4,979,964 100% | Indirect (*) Line-by-line
Guala Closures France SAS France EUR 2,748,000 70% | Indirect (*) Line-by-line
Guala Closures Ukraine LLC Brazil UAH 90,000,000 70% | Indirect (*) Line-by-line
Guala Closures Bulgaria AD Bulgaria BGN 10,420,200 70% | Indirect (*) Line-by-line
Guala Closures DGS Poland S.A. Poland PLN 595,000 70% | Indirect (*) Line-by-line
ASIA
Guala Closures India Pvt Ltd. India INR 170,000,000 95.0% | Indirect (*) Line-by-line
Axiom Propack Pvt Ltd. India INR 188,658,000 95.0% | Indirect (*) Line-by-line
Beijing Guala Closures Co. Ltd. China CNY 20,278,800 100% | Indirect (*) Line-by-line
Guala Closures Japan KK Japan JPY 65,962,000 100% | Indirect (*) Line-by-line
LATIN AND NORTH AMERICA
Guala Closures Mexico, S.A. de C.V. Mexico MXN 94,630,010 100% | Indirect (*) Line-by-line
dGeugI\? Closures Servicios Mexico, 5.A. Mexico MXN 50,000 100% | Indirect (*) Line-by-line
Guala Closures Argentina S.A. Argentina ARS 208,633,770 100% | Indirect (*) Line-by-line
Guala Closures do Brasil LTDA Brazil BRL 10,736,287 100% | Indirect (*) Line-by-line
Guala Closures de Colombia Ltda Colombia cop 8,691,219,554 93.20% | Indirect (*) Line-by-line
Guala Closures Chile S.p.A. Chile CLP 1,861,730,369 100% | Indirect (*) Line-by-line
Guala Closures North America, Inc. United States usD 60,000 100% | Indirect (*) Line-by-line
OCEANIA
Guala Closures New Zealand Ltd. New Zealand NZD 5,700,000 100% | Indirect (*) Line-by-line
Guala Closures Australia Holdings Pty Ltd. | Australia AUD 34,450,501 100% | Indirect (*) Line-by-line
Guala Closures Australia Pty Ltd. Australia AUD 810 100% | Indirect (*) Line-by-line
AFRICA
Guala Closures East Africa Pty Ltd. Kenva KES 30,300,000 100% | Indirect (¥) Line-by-line
Guala Closures South Africa Pty Ltd. South Africa ZAR 60,000,000 100% | Indirect (*) Line-by-line

Note:

(*) Reference should be made to the chart illustrating the group structure for

The table does not include the figures for Metal Closures Group Trustee Ltd. (the

further details on the indirect investments.

(b) Use of estimates and judgements

Management has to make judgements, estimates and as-
sumptions that affect the application of accounting policies
and the carrying amounts of assets, liabilities, costs and
revenue. Estimates and the related assumptions are based
on past experience and other factors considered to be rea-
sonable in the circumstances. They are adopted to estimate
the carrying amount of assets and liabilities that cannot
easily be assumed from other sources. However, as they are
estimates, the actual figure may not match the result of the
estimate. Information about assumptions and estimation
uncertainties that have a significant risk of resulting in a
material adjustment during the following year is included
in the following notes: allowances for impairment (note (p)
estimated expected credit loss) and inventory obsolescence
(note 7 estimated recovery of inventories), amortization and
depreciation and impairment of non-current assets (notes

company that manages the Metal Closures pension schemes — see note 17)
“Employee benefits”) as they are not consolidated due to their immaterial size.

(i) (k) estimated useful life of assets), employee benefits
(note 17 estimated actuarial hypotheses), taxes (Note 30
estimated future taxable income), provisions (Note 14),
measurement of financial derivatives (Note 15 estimated
interest rates) and assessment of the effects of business
combinations (Note 4 estimated fair value of assets and
liabilities acquired), market warrants (Note 12 estimated fair
value of market warrants), financial liabilities for minority
shareholders (Note 12 fair value put option).

Such estimates and assumptions are reviewed regularly.
Any changes arising therefrom are recognized in the year
in which the review takes place if this only affects that year.
If the review relates to both current and future years, the
change is recognized in the year in which the review takes
place and in the related future year.
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(c) Changes in accounting standards

The following new standards and amendments applicable
from 1 January 2018 were adopted by the Group:

= IFRS 15 Revenue from contracts with customers. This stan-
dard was issued by the IASB in May 2014 and amended in
April 2016. It introduces a general framework to establish
the nature, amount and timing of revenue recognition. It
replaced IAS 18 Revenue, IAS 11 Construction contracts
and IFRIC 13 Customer loyalty programmes.

Specifically, IFRS 15 introduces a five-step model framework
for revenue recognition:

> identify the contract(s) with a customer;
> identify the performance obligations in the contract;
> determine the transaction price;

> allocate the transaction price to the performance obli-
gations in the contract;

> recognise revenue when (or as) the entity satisfies a
performance obligation.

Upon first-time adoption of this standard, the Group op-
ted for the cumulative effect method to recognise prior
year impacts.

The adoption of IFRS 15 had no impact. Consequently, it
was not necessary to adjust retained earnings or losses
carried forward and, therefore equity.

Starting FY 2018, revenues are therefore measured
considering the price specified in the contract with the
customer. The Group, which generally operates as principal,
books revenues when it transfers control over goods or
services (point in time). The control of the safety closures
and standard products is transferred to customers when
goods are delivered to their sites or when goods are ac-
cepted by the carrier chosen by the client if earlier, and,
accordingly, the Group recognises the related revenues at
that point. As a rule, no additional contractual performance
obligations apply to the Group.

No significant discounts are envisaged for end customers
and no contracts envisaged that allow customers to return
products with new goods or through cash reimbursements.

As a rule, no costs are generally incurred to obtain or
execute a contract with a client.

IFRS 15 has not had any significant impact on the Group’s
measurement criteria in connection with other income flows.

» IFRS 9 Financial instruments. The IASB issued the final
version of IFRS 9 Financial instruments in July 2014,
replacing IAS 39 Financial instruments: recognition and
measurement. Recognition and measurement of all pre-
vious versions of IFRS 9. IFRS 9 combines all three aspects
relating to the project for financial instrument accounting:
classification and valuation, impairment and hedge ac-
counting. Except for hedge accounting, this standard is
to be applied retrospectively. However, the provision of
comparative figures is not mandatory.

IFRS 9 introduces new provisions about the classifica-
tion and measurement of financial assets which reflect
the business model to manage the financial assets and
the characteristics of their cash flows. IFRS 9 classifies
financial assets into three main categories: at amortised
cost, at fair value through other comprehensive income
(FVOCI) and at fair value through profit or loss (FVTPL).
The categories established in IAS 39 (held until maturity,
loans and receivables and available for sale) are eliminated.

Consequently, following the adoption of IFRS 9 on a pros-
pective basis, the corresponding figures for 2017 will be
presented under IAS 39 categories, while those for 2018
will be in line with IFRS 9 categories.

IFRS 9 replaces the incurred loss model under IAS 39 with
the expected credit loss (ECL) model. This model envisages
a significant level of measurement of the impact of the
changes in economic factors on the ECL which will be
weighted based on probability.

IFRS 9 substantially confirms the provisions of IAS 39
about the classification of financial liabilities.

However, while under IAS 39 all changes in the fair value
of the liabilities designated at FVTPL shall be recognised in
the profit or loss for the year, under IFRS 9, these changes
shall be presented as follows:

> the fair value changes attributable to the changes in
the credit risk of the liability shall be presented under
other comprehensive income; and

> the residual amount of the fair value changes shall be
recognised in the profit or loss for the year.

With respect to hedge accounting strategies, under IFRS 9,
the Group shall ensure that these relationships are in line
with targets and its risk management strategy and that a
more qualitative and forward-looking approach is applied
when evaluating the effectiveness of the hedge. Furthermore,
IFRS 9 introduces new provisions which rebalance hedging
relationships and prevent the voluntary discontinuation of
hedge accounting. Under the new model, more risk mana-
gement strategies, specifically those that also hedge a risk
component (other than the currency risk) of a non-financial
element, may be eligible for hedge accounting. At present,
the Group does not hedge these risk components.

The Group enters into interest rate swaps (IRS) to hedge
the changes in the cash flows arising from the floating-rate
finance leases related to the Spinetta Marengo plant against
interest rates fluctuations.

In accordance with the assessment carried out by the Group,
the hedge accounting relationships previously designated
under IAS 39 meet IFRS 9 requirements. Indeed, the Group
completed the changes required for monitoring processes
and internal documentation.

Given the limited number of transactions which fall under
the scope of IFRS 9, there are no effects. Specifically, the
adoption of the ECL approach, instead of the incurred loss
approach, does not cause any significant change in the
allowance for impairment of trade receivables. Indeed, the
current group policy already envisages the assessment of
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the credit risk associated with customers, similarly to the
notion of expected credit losses under IFRS 9.

The table below and related explanatory notes show the
original measurement categories envisaged by IAS 39 and
those introduced by IFRS 9 for each type of financial asset
and liability of the Group as at 1 January 2018.

The effect of the application of IFRS 9 on the book values of
financial asset as at 1 January 2018 only refers to the new
classifications of financial assets and liabilities.

o IFRS 9
Original classification in | New classification in amovunfat carrying
Financial assets Note compliance with IAS 39 | compliance with IFRS 9 amount at
31 December
2017 31 December
2017
Cash and cash equiva- . .
lents 5 Loans and receivables | Amortised cost 512,206 512,206
“
Original classificationin | New classification in amovun%at carrying
Financial liabilities Note compliance with [AS 39 | compliance with IFRS 9 amount at
31 December
2017 31 December
2017
Drher current financial |, Other financial liabilities | Other financial liabilities | 12,500 12,500
Trade payables 13 Other financial liabilities | Other financial liabilities | 4,490 4,490

» Hyperinflationary economy. Consensus has been recently
reached among operators since all necessary conditions
(cumulative inflation rate and consumer prices exceeding
100% over three years during the first half of 2018) have
been met to consider Argentina as an hyperinflationary
economy as defined by IFRS, specifically IAS 29. Conse-
quently, following Argentina's inclusion in the list of hype-
rinflationary economies, as of 01 July 2018 and effective
from 1 January 2018, Guala Closures Group has applied IAS
29: Financial Reporting in Hyperinflationary Economies.
By adopting IAS 29 in a country with a hyperinflationary
economy, non-monetary assets and liabilities and the
related effects in the statement of comprehensive income
have been restated to reflect the changes in the general
price index of the local currency, thereby generating gains
or losses on the net positions in local currency which had
an impact on the profit or loss for the period. Furthermore,
the local financial statements were translated into Euros
using the closing rate of the period both for the statement
of financial position and statement of profit and loss and
other comprehensive income.

At 31 December 2018, the Group's operations in Argentina
represented approximately 3% of its revenues, 4% of its
EBITDA and 1% of its net assets.
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(d) Foreign currency

Functional currency and presentation currency

The figures stated in the financial statements of each Group
company are measured using their functional currency,
being the currency of the primary economic environment
in which the company operates. The consolidated financial
statements are drawn up in Euro, the parent’s functional
and presentation currency.

Foreign currency transactions

Foreign currency transactions during the year are translated
into the functional currency of the Group companies using the
rates of exchange prevailing at the date of the transaction.

Monetary items in foreign currency existing at the reporting
date are translated into the functional currency using the
exchange rate at that same date. Non-monetary items
measured at fair value in foreign currency are translated
into the functional currency using the exchange rates ruling
on the date their fair value was determined. Non-monetary
items measured at their historical cost in foreign currency
are translated using the exchange rate ruling on the tran-
saction date. Exchange rate differences deriving from the
conversion are generally noted in the profit or loss for the
period amongst financial expense.

However, exchange rate differences deriving from the
conversion of the following elements are noted amongst
other items of the Statement of Comprehensive Income:

» capital securities designated at FVOCI (2017: capital se-
curities available for sale (excluding impairment losses if
exchange differences noted amongst other items of the
Statement of Comprehensive Income should be reclassified
to profit/(loss) for the period);

= financial liabilities designated to hedge the net investment
in foreign operations to the extent to which the hedge is
effective; and

» cash flow hedges to the extent to which the hedge is
effective.

Financial statements of the foreign companies

The assets and liabilities of foreign operations, including
goodwill and fair value adjustments arising on acquisition,
are translated into Euro at the closing rates. The income and
expenses of foreign operations, excluding foreign operations
in hyperinflationary economies, are translated into Euro at
the exchange rates at the dates of the transactions.

Foreign currency differences are recognised in other com-
prehensive income and presented in the foreign currency
translation reserve in equity. However, if the operation is a
non-wholly-owned subsidiary, then the relevant propor-
tionate share of the translation difference is allocated to
the non-controlling interests. When a foreign operation
is disposed of such control, significant influence or joint
control is lost, the cumulative amount in the translation

reserve related to that foreign operation is reclassified to
profit or loss as part of the gain or loss on disposal. When
the Group disposes of only part of its interest in a subsidiary
that includes a foreign operation while retaining control, the
relevant proportion of the cumulative amount is re-attributed
to non-controlling interests. When the Group disposes of
only part of its investment in an associate or joint venture
that includes a foreign operation while retaining significant
influence or joint control, the relevant proportion of the
cumulative amount is reclassified to profit or loss.

The following exchange rates are applied to translate those
financial statements presented in currencies that are not
legal tender in Italy:

Statement of financial position

1 Euro = x foreign currency 31)uly 31 December
2018 2018

Pound sterling 0.8922 0.8945
US dollar 1.1736 1.1450
Indian rupee 80.4445 79.7298
Mexican peso 21.7820 22.4921
Columbian peso 3,372.0800 3,721.8100
Brazilian real 4.3818 44440
Chinese renminbi 8.0178 7.8751
Argentinian peso 31.9989 43.1593
Polish zloty 4.2770 4.3014
New Zealand dollar 1.7213 1.7056
Australian dollar 1.5804 1.6220
Ukrainian hryvnia 31.4677 31.7362
Bulgarian lev 1.9558 1.9558
South African rand 15.3676 16.4594
Japanese yen 130.8400 125.8500
Chilean peso 749.2500 794.3700
Kenyan shilling n.a. 116.6284

Statement of profit or loss and other comprehensive income
31 December

1 Euro = x foreign currency

2018
Pound sterling 0.88475
US dollar 1.18149
Indian rupee 80.72773
Mexican peso 22.71603
Columbian peso 3,488.42250
Brazilian real 4.30874
Chinese renminbi 7.80736
Argentinian peso 43.15930
Polish zloty 4.26058
New Zealand dollar 1.70585
Australian dollar 1.57992
Ukrainian hryvnia 32.11569
Bulgarian lev 1.95580
South African rand 15.6134
Japanese yen 130.4096
Chilean peso 756.9625
Kenyan shilling 116.4073
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(e) Cash and cash equivalents

Cash and cash equivalents include cash balances and on-de-
mand deposits as well as all highly-liquid investments with
an original expiry date equal to or of less than three months.

Cash and cash equivalents are calculated in the same way
for both the statement of financial position and statement
of cash flows.

(f) Inventories

Inventories are measured at the lower of purchase or pro-
duction cost and net realizable value. Net realizable value is
the estimated selling price in the ordinary course of business
less estimated costs of completion and estimated costs
necessary to make the sale.

The production cost of finished goods includes the portions
of the costs of raw materials and external materials and
processing, as well as all other direct and indirect production
costs reasonably attributable to the products, excluding
financial expense.

Purchase or production cost is calculated on a weighted
average cost basis.

Obsolete and/or slow-moving inventories are written down
on the basis of their estimated possibility of use or future
realizable value, through an accrual to the specific allowance
adjusting the value of inventories. The amount is reinstated
if, in subsequent years, the reasons for the write-down no
longer exist.

(g) Assets held for sale and disposal group

Non-current assets, or disposal groups comprising assets
and liabilities, are classified as held-for-sale if it is highly
probable that they will be recovered primarily through sale
rather than through continuing use.

Such assets, or disposal groups, are generally measured
at the lower of their carrying amount and fair value less
costs to sell. Any impairment loss on a disposal group is
allocated first to goodwill, and then to the remaining assets
and liabilities on a pro rata basis, except that no loss is al-
located to inventories, financial assets, deferred tax assets
or employee benefit assets, which continue to be measured
in accordance with the Group’s other accounting policies.
Impairment losses on initial classification as held-for-sale
or held- for-distribution and subsequent gains and losses
on remeasurement are recognized in profit or loss.

Once classified as held-for-sale, intangible assets and
property, plant and equipment are no longer amortised or
depreciated.

(h) Discontinued operations

A discontinued operation is an item of the Group whose
transactions and cash flows can be clearly distinguished
from the rest of the Group, which:

® is a separate major business unit or geographical area
of operations;

= is part of a single coordinated programme for the disposal
of an important autonomous BU or geographical area of
operations; or

» is a subsidiary acquired exclusively in order to be sold on.

An operation is classified as discontinued when it is sold or
when conditions are met for it to be classified as “held for
sale” if earlier.

When an operation is classified as discontinued, the com-
parative statement of comprehensive income is redeter-
mined, as though the operation had ceased at the start of
the comparative year.

(i) Property, plant and equipment

Property, plant and equipment are recognized at historical
cost, including directly related ancillary costs necessary
for the use of the asset. Borrowing costs related to loans
taken out specifically for investments in property, plant and
equipment are considered part of the carrying amount of
the related assets and, as such, capitalized.

Subsequent expenditure is included in an asset's carrying
amount when it is probable that the future economic bene-
fits exceeding those determined originally will flow to the
Group. This expenditure is amortized over the related asset's
residual useful life. All other expenditures are expensed in
the year in which are incurred.

Property, plant and equipment are shown net of accumu-
lated depreciation and any impairment losses determined
as set out later on.

Depreciation is calculated to write off the cost of items of
property, plant and equipment less their estimated residual
values using the straight-line method over their estimated
useful lives, and is generally recognised in profit or loss.
Leased assets are depreciated over the shorter of the lease
term and their useful lives unless it is reasonably certain that
the Group will obtain ownership by the end of the lease term.

Land is not depreciated.
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Depreciation methods, useful lives and residual values are
reviewed at each reporting date and adjusted if appropriate.
The depreciation periods are as follows:

Depreciation period (years)
Buildings 30-35
Light constructions 8-10
Specific plant, machinery, presses and moulds 4-12
Generic plant 10-13
Laboratory equipment 2-3
Cantgep equipmenlt, pffice furniture ant_j equipment 8-10
and fittings for exhibitions and trade fairs
\/ehicles, canteen facilities 4L-6
Internal means of transport, electronic equipment
and mobile phones 58

Subsequent expenditure is included in an asset's carrying
amount when it is probable that the future economic bene-
fits exceeding those determined originally will flow to the
Group. This expenditure is amortized over the related asset's
residual useful life. All other expenditures are expensed in
the year in which are incurred.

At the time of disposal or when there are no expected fu-
ture economic benefits from an asset’s use, the caption is
derecognised. Any gain or loss (calculated as the difference
between the sales amount and carrying amount) is taken
to profit or loss in the year of derecognition.

(j) Leasing

Finance leases

Leases for property, plant and equipment where the Group
substantially takes on all risks and rewards incidental to
ownership are classified as finance leases. Plant and ma-
chinery acquired under finance leases are recognized at the
lower of fair value and the present value of the minimum
lease payments due at the inception of the lease, net of
accumulated depreciation and any impairment losses. The
related assets, liabilities, revenue and expense deriving from
the lease are recognized under the financial method at the
inception of the lease, i.e., when the lessee is authorized to
exercise its right to use the leased asset.

Property, plant and equipment acquired under finance leases
are depreciated over the related asset's useful life.

Interest expense on finance lease payments is recognized
in profit or loss using the effective interest method.

Operating leases

Those leases where the Group does not substantially take on
all risks and rewards incidental to ownership are recognized
as operating leases. Operating lease payments are taken to
profit or loss on a straight-line basis over the lease term.

(k) Intangible assets

Goodwill

Goodwill arising from the acquisition of subsidiaries is
initially recognized at cost. After initial recognition, good-
will is adjusted for any accumulated impairment losses,
determined using the criteria described in the paragraph
(p) “Impairment losses".

Research expenditure

Expenditure on research undertaken to gain scientific and
technical knowledge and information is recognized as an
expense when incurred.

Development expenditure

Development expenditure, which also relates to the application
of research findings to a plan or design for the production
of new or substantially improved products or processes, is
capitalized when the product or process is feasible in tech-
nical and commercial terms and the Group has adequate
resources to complete the development stage and the Group
has concluded that it will have the ability to use it.

Capitalized development expenditure is measured at cost,
net of accumulated amortization and impairment losses.

Other intangible assets

These assets are measured at cost, determined in the same
way as described for property, plant and equipment.

Other intangible assets, which all have a finite useful life,
are subsequently shown net of accumulated amortization
and any impairment losses, determined in the same way as
described for property, plant and equipment.

Useful life is checked annually and, where necessary, any
changes are reflected on a prospective basis.

The amortization periods for intangible assets are as follows:

Amortization period (years)

Development expenditure 5
Patents and trademarks 5-10
Software 5
Licenses 5
Other capitalized expenditure 5 orin line with the contract term

Subsequent expenditure is included in an asset's carrying
amount when it is probable that the future economic bene-
fits exceeding those determined originally will flow to the
Group. This expenditure is amortized over the related asset's
residual useful life. All other expenditure is expensed in the
year in which it is incurred.

The gain or loss arising from the disposal of an intangible
asset is determined as the difference between the net
disposal proceeds and carrying amount. It is recognized in
profit or loss at the time of disposal.
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(I) Income taxes

Income tax expense comprises current and deferred tax.
It is recognised in profit or loss except to the extent that
it relates to a business combination, or items recognised
directly in the consolidated statement of equity or in OCI.

Current tax comprises the expected tax payable or receivable
on the taxable profit or loss for the year and any adjustment
to tax payable or receivable in respect of previous vyears. It
is measured using tax rates enacted or substantially enac-
ted at the reporting date. Current tax also includes any tax
arising from dividends.

Current tax also includes any tax arising from dividends and
any interest and penalties imposed by the tax authorities
following their review of the tax position of previous years
which found a difference in tax due.

Deferred tax is recognised in respect of temporary differences
between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for
taxation purposes. Deferred tax is not recognised for:

» temporary differences on the initial recognition of assets
or liabilities in a transaction that is not a business com-
bination and that affects neither accounting nor taxable
profit or loss;

» temporary differences related to investments in subsi-
diaries, associates and joint arrangements to the extent
that the Group is able to control the timing of the reversal
of the temporary differences and it is probable that they
will not reverse in the foreseeable future; and

» taxable temporary differences arising on the initial reco-
gnition of goodwill.

Deferred tax assets are recognised for unused tax losses,
unused tax credits and deductible temporary differences to
the extent that it is probable that future taxable profits will
be available against which they can be used. Deferred tax
assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related
tax benefit will be realised.

Deferred tax is measured at the tax rates that are expected
to be applied to temporary differences when they reverse,
using tax rates enacted or substantially enacted at the
reporting date. The measurement of deferred tax reflects
the tax consequences that would follow from the manner
in which the Group expects, at the reporting date, to recover
or settle the carrying amount of its assets and liabilities.

The income tax consequences of dividends are recognized
when the dividend is approved.

In determining the amount of current and deferred tax,
the Group takes into account the impact of uncertain tax
positions and whether additional taxes and interest may be
due. The Group believes that its accruals for tax liabilities
are adequate for all open tax years based on its assessment
of many factors, including interpretations of tax law and
prior experience. This assessment relies on estimates and
assumptions and may involve a series of judgements about
future events. Therefore, new information may become

available in the future, such as to cause the Group to change
its opinion on the adequacy of existing tax liabilities. New
information may become available that causes the Group
to change its judgement regarding the adequacy of existing
tax liabilities; such changes to tax liabilities will impact tax
expense in the period that such a determination is made.

(m) Financial instruments

Recognition and measurement

Trade receivables and debt securities issued are noted at
the time they are originated. All other financial assets and
liabilities are noted initially as at the trading date, i.e. when
the Group becomes a contractual party to the financial
instrument.

A financial asset (unless it is a trade receivable without a
significant financing component) or financial liability is initially
measured at fair value plus, for an item not at FVTPL, tran-
saction costs that are directly attributable to its acquisition
or issue. A trade receivable without a significant financing
component is initially measured at the transaction price.

Classification and subsequent measurement

Financial assets - Policy applicable starting 1 January 2018

On initial recognition, a financial asset is classified as mea-
sured at: amortised cost; FVOCI — debt investment; FVOCI
— equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial
recognition unless the Group changes its business model
for managing financial assets, in which case all affected
financial assets are reclassified on the first day of the first
reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets
both of the following conditions and is not designated as
at FVTPL:

= it is held within a business model whose objective is to
hold assets to collect contractual cash flows; and

= its contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of
the following conditions and is not designated as at FVTPL:

= it is held within a business model whose objective is
achieved by both collecting contractual cash flows and
selling financial assets; and

» its contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.
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On initial recognition of an equity investment that is not
held for trading, the Group may irrevocably elect to present
subsequent changes in the investment’s fair value in OCI.
This election is made on an investment-by-investment basis.

All financial assets not classified as measured at amortised
cost or FVOCl as described above are measured at FVTPL. This
includes all derivative financial assets (see paragraph (m)).
On initial recognition, the Group may irrevocably designate
a financial asset that otherwise meets the requirements to
be measured at amortised cost or at FVOCI as at FVTPL if
doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.

Financial assets: Business model assessment - Policy ap-
plicable starting 1 January 2018

The Group makes an assessment of the objective of the
business model in which a financial asset is held at a port-
folio level because this best reflects the way the business
is managed and information is provided to management.
The information considered includes:

= the stated policies and objectives for the portfolio and
the operation of those policies in practice. These include
whether management'’s strategy focuses on earning
contractual interest income, maintaining a particular in-
terest rate profile, matching the duration of the financial
assets to the duration of any related liabilities or expected
cash outflows or realising cash flows through the sale of
the assets;

» how the performance of the portfolio is evaluated and
reported to the Group’s management;

= the risks that affect the performance of the business
model (and the financial assets held within that business
model) and how those risks are managed;

= how managers of the business are compensated — e.g.
whether compensation is based on the fair value of the
assets managed or the contractual cash flows collected; and

= the frequency, volume and timing of sales of financial
assets in prior periods, the reasons for such sales and
expectations about future sales activity.

Transfers of financial assets to third parties in transactions
that do not qualify for derecognition are not considered sales
for this purpose, consistent with the Group’s continuing
recognition of the assets.

Financial assets that are held for trading or are managed
and whose performance is evaluated on a fair value basis
are measured at FVTPL.

Financial assets: Assessment whether contractual cash
flows are solely payments of principal and interest - Policy
applicable starting 1 January 2018

For the purposes of this assessment, ‘principal’ is defined

amount outstanding during a particular period of time and
for other basic lending risks and costs (e.g. liquidity risk and
administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are solely
payments of principal and interest, the Group considers the
contractual terms of the instrument. This includes assessing
whether the financial asset contains a contractual term that
could change the timing or amount of contractual cash flows
such that it would not meet this condition. In making this
assessment, the Group considers:

= contingent events that would change the amount or
timing of cash flows;

» terms that may adjust the contractual coupon rate, inclu-
ding variable-rate features;

= prepayment and extension features; and

» terms that limit the Group’s claim to cash flows from
specified assets (e.g. non-recourse features).

A prepayment feature is consistent with the solely payments
of principal and interest criterion if the prepayment amount
substantially represents unpaid amounts of principal and inte-
rest on the principal amount outstanding, which may include
reasonable additional compensation for early termination
of the contract. Additionally, for a financial asset acquired
at a discount or premium to its contractual par amount, a
feature that permits or requires prepayment at an amount
that substantially represents the contractual par amount
plus accrued (but unpaid) contractual interest (which may
also include reasonable additional compensation for early
termination) is treated as consistent with this criterion if
the fair value of the prepayment feature is insignificant at
initial recognition.

Financial assets: subsequent measurement and gains and
losses - Policy applicable starting 1 January 2018

These assets are subsequently measured at
fair value. Net gains and losses, including any
interest or dividend income, are recognised in
profit or loss. However, see paragraph (m) for
derivatives designated as hedging instruments.

These assets are subsequently measured at
amortised cost using the effective interest
method. The amortised cost is reduced by
impairment losses. Interest income, foreign
exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on
derecognition is recognised in profit or loss.
These assets are subsequently measured at
fair value. Interest income calculated using the
effective interest method, foreign exchange
gains and losses and impairment are rec-
ognised in profit or loss. Other net gains and
losses are recognised in OCI. On derecognition,
gains and losses accumulated in OCl are reclas-
sified to profit or loss.

These assets are subsequently measured at
fair value. Dividends are recognised as income
in profit or loss unless the dividend clearly

Financial assets
measured at FUTPL

Financial assets at
amortised cost

Debt investment
measured at FVOCI

Equity investments

as the fair value of the financial asset on initial recognition. measured at FyoC] | [SPresents a recovery of part of the cost of the
, . ) . . . investment. Other net gains and losses are
Interest’ is defined as c.or15|derat|o.n for the time va}lug of recognised in OCI and are never reclassified to
money and for the credit risk associated with the principal profit or loss.
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Financial assets - Policy applicable before 1 January 2018

The Group classified its financial assets in the following
categories:

= loans and receivables;

» investments held to maturity;

« financial assets available for sale; and

» financial assets at FVTPL and, within this category:
> held for trading;
> derivative hedging instruments; or

> designated at FVTPL.

Financial assets: subsequent measurement and gains and
losses - Policy applicable before 1 January 2018

Measured at fair value and changes therein,
including any interest or dividend income,

were recognised in profit or loss. However, for
derivatives designated as hedging instruments,
see paragraph (n).

Measured at amortised cost using the effective

Financial assets
measured at FUTPL

Investments held to

maturity interest method.
Loans and receiv- Measured at amortised cost using the effective
ables interest method.

Measured at fair value and changes therein,
other than impairment losses, interest income
and foreign currency differences on debt in-
struments, were recognised in OCl and
accumulated in the fair value reserve. When
these assets were derecognised, the gain or
loss accumulated in equity was reclassified to
profit or loss.

Available-for-sale
financial assets

Financial liabilities: classification, subsequent measurement
and gains and losses

Financial liabilities are classified as measured at amortised
cost or FVTPL. A financial liability is classified as at FVTPL
if it is classified as held-for-trading, it is a derivative or it
is designated as such on initial recognition. Financial lia-
bilities at FVTPL are measured at fair value and net gains
and losses, including any interest expense, are recognised
in profit or loss. Other financial liabilities are subsequently
measured at amortised cost using the effective interest
method. Interest expense and foreign exchange gains and
losses are recognised in profit or loss. Any gain or loss on
derecognition is also recognised in profit or loss.

See paragraph (n) for financial liabilities designated as
hedging instruments.

Derecognition

Financial assets - third parties

The Group derecognises a financial asset when the contractual
rights to the cash flows from the financial asset expire, or
it transfers the rights to receive the contractual cash flows
in a transaction in which substantially all of the risks and
rewards of ownership of the financial asset are transferred
or in which the Group neither transfers nor retains substan-
tially all of the risks and rewards of ownership and it does
not retain control of the financial asset

The Group enters into transactions whereby it transfers
assets recognised in its statement of financial position, but
retains either all or substantially all of the risks and rewards
of the transferred assets. In these cases, the transferred
assets are not derecognised.

Financial liabilities

The Group derecognises a financial liability when its contrac-
tual obligations are discharged or cancelled, or expire. The
Group also derecognises a financial liability when its terms
are modified and the cash flows of the modified liability are
substantially different, in which case a new financial liability
based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between
the carrying amount extinguished and the consideration
paid (including any non-cash assets transferred or liabilities
assumed) is recognised in profit or loss.

Offsetting

Financial assets and financial liabilities are offset and the
net amount presented in the statement of financial position
when, and only when, the Group currently has a legally en-
forceable right to set off the amounts and it intends either
to settle them on a net basis or to realise the asset and
settle the liability simultaneously.
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(n) Derivatives, including hedge accounting

Derivatives, including hedge accounting - Policy applicable
starting 1 January 2018

The Group holds derivative financial instruments to hedge
its foreign currency and interest rate risk exposures. Em-
bedded derivatives are separated from the host contract
and accounted for separately if the host contract is not a
financial asset and certain criteria are met.

Derivatives are initially measured at fair value. Subsequent
to initial recognition, derivatives are measured at fair value,
and changes therein are generally recognised in profit or loss.

The Group designates certain derivatives as hedging ins-
truments to hedge the variability in cash flows associated
with highly probable forecast transactions arising from
changes in foreign exchange rates and interest rates and
certain derivatives and non-derivative financial liabilities
as hedges of foreign exchange risk on a net investment in
a foreign operation

At inception of designated hedging relationships, the Group
documents the risk management objective and strategy
for undertaking the hedge. The Group also documents
the economic relationship between the hedged item and
the hedging instrument, including whether the changes in
cash flows of the hedged item and hedging instrument are
expected to offset each other.

Cash flow hedges

When a derivative is designated as a cash flow hedging
instrument, the effective portion of changes in the fair value
of the derivative is recognised in OCl and accumulated in the
hedging reserve. The effective portion of changes in the fair
value of the derivative that is recognised in OCl is limited
to the cumulative change in fair value of the hedged item,
determined on a resent value basis, from inception of the
hedge. Any ineffective portion of changes in the fair value
of the derivative is recognised immediately in profit or loss.

The Group designates only the change in fair value of the
spot element of forward exchange contracts as the hedging
instrument in cash flow hedging relationships. The change
in fair value of the forward element of forward exchange
contracts (‘forward points’) is separately accounted for as a
cost of hedging and recognised in a costs of hedging reserve
within equity.

When the hedged forecast transaction subsequently results
in the recognition of a non-financial item such as inventory,
the amount accumulated in the hedging reserve and the cost
of hedging reserve is included directly in the initial cost of
the non-financial item when it is recognised.

For all other hedged forecast transactions, the amount ac-
cumulated in the hedging reserve and the cost of hedging
reserve is reclassified to profit or loss in the same period
or periods during which the hedged expected future cash
flows affect profit or loss.

If the hedge no longer meets the criteria for hedge accounting
or the hedging instrument is sold, expires, is terminated or is
exercised, then hedge accounting is discontinued prospectively.

When hedge accounting for cash flow hedges is discontinued,
the amount that has been accumulated in the hedging reserve
remains in equity until, for a hedge of a transaction resulting
in the recognition of a non-financial item, it is included in
the non-financial item’s cost on its initial recognition or, for
other cash flow hedges, it is reclassified to profit or loss in
the same period or periods as the hedged expected future
cash flows affect profit or loss.

If the hedged future cash flows are no longer expected to
occur, then the amounts that have been accumulated in
the hedging reserve and the cost of hedging reserve are
immediately reclassified to profit or loss.

Derivatives, including hedge accounting - Policy applicable
before 1 January 2018

The policy applied in the comparative information presented
for 2017 is similar to that applied for 2018. However, for all
cash flow hedges, including hedges of transactions resulting
in the recognition of non-financial items, the amounts accu-
mulated in the cash flow hedge reserve were reclassified to
profit or loss in the same period or periods during which the
hedged expected future cash flows affected profit or loss.
Furthermore, for cash flow hedges that were terminated
before 2017, forward points were recognised immediately
in profit or loss.

(o) Share capital and equity

Ordinary shares

Incremental costs directly attributable to the issue of ordinary
shares are recognised as a deduction from equity. Income
tax relating to transaction costs of an equity transaction is
accounted for in accordance with IAS 12.

Buy-back and re-issue of ordinary shares (own shares)

When shares recognised as equity are repurchased, the
amount of the consideration paid, which includes directly
attributable costs, is recognised as a deduction from equity.
Repurchased shares are classified as treasury shares and
are presented in the treasury share reserve. When trea-
sury shares are sold or reissued subsequently, the amount
received is recognised as an increase in equity and the
resulting surplus or deficit on the transaction is presented
within share premium.
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Business combinations

When as a result of a takeover/acquisition of control not
involving the entire stake in the acquiree, the Group has the
potential obligation to acquire the residual investment in
the acquiree should the non-controlling interests exercise
a put option and the non-controlling interests still have
present access to the economic benefit associated with
the underlying ownership interests, it recognizes a liability
calculated by discounting the estimated value at the exercise
date using the present access method whereby a liability
is recognized decreasing the equity caption “Losses carried
forward” in the first year, with subsequent remeasurement
recognized in profit or loss as financial expense.

Warrants

The Group books Warrants according to the conditions included
in the respective regulations that determine their function.

Warrants with fixed conversion hypothesis

Some warrants (sponsor warrants and management warrants)
envisages share subscription prices and exercise ratios that
are fixed and predetermined as at the date of their issue,
under the scope of pre-defined time frames. In these cases,
the Warrant Regulation envisages the number of shares to
be issued and the price (if applicable) that the owner must
pay to the company as at the date of exercise of the war-
rants. These instruments are accounted for by the Group
as equity instruments or instruments representing capital.

Warrants with variable conversion hypothesis

Some warrants (market warrants) have a variable conver-
sion ratio over time and according to the variability of the
market price of the underlying share and other parameters
envisaged by the issue regulation. Despite the variability of
the conversion ratio, the warrant maturity date is anticipated
to the achievement of certain thresholds of listing prices of
the underlying share (which therefore represents a cap to
its appreciation), with the faculty of settling the instrument
by delivering shares or liquid funds held by the owner of the
rights, or the issuer. These instruments are accounted for
by the Group as financial liabilities.

(p) Impairment losses

Non-derivative financial instruments - Policy applicable
starting 1 January 2018

Financial instruments and contract assets

The Group records provisions for expected impairment
losses relating to:

« financial assets measured at amortised cost;
= contract assets.

The Group measures the provisions for impairment at an
amount equal to the expected losses throughout the life of
the credit, with the exception of that specified below, for the
next twelve months:

» debt securities with a low credit risk as at the reporting
date; and

= other bank current accounts and debt securities whose
credit risk (i.e. the risk of default seen throughout the ex-
pected life of the financial instrument) has not increased
significantly after first booking.

The provision for doubtful debt and contract assets are
always measured at an amount equal to the expected losses
throughout the life time of the receivable.

To establish if a credit risk relating to a financial asset has
increased significantly since initial recognition, in order to
estimate the expected credit loss, the Group considers
reasonable, demonstrable information that is relevant and
available without excessive costs or efforts. Quantitative and
qualitative information are included, along with analyses,
based on the Group's past experience, of the assessment
of credit, not only on forward-looking information.

For the Group, the credit risk of a financial asset increases
significantly when the contractual payments are past due
by more than 90 days.

For the Group, default relating to a financial asset takes
place when:

= it is unlikely that a debtor will repay the full obligation
toward the Group, without it taking action to do such as,
for example, enforcing a guarantee (where given).

Expected losses on long-term receivables are expected
credit losses deriving from all possible defaults throughout
the expected life of a financial instrument.

Expected credit loss at 12 months are expected credit losses
deriving from possible defaults within twelve months of the
year end (or within a shorter time if the expected life of the
financial instrument is less than 12 months).

The maximum period to be taken into account in measuring
expected credit losses is the maximum contract terms during
which the Group is exposed to the credit risk.

Expected credit loss (ECL) is an estimate of the losses on
receivables, weighted according to probability. Losses on
receivables are the current value of all failures to collect
(i.e. the difference between cash flows due to the entity in
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compliance with the contract and cash flows that the Group
expects to receive).

Impaired financial assets

At each year end date, the Group decides if the financial
assets measured at amortised cost and debt securities at
FVOCI are credit-impaired. A financial asset is ‘credit-im-
paired’ when one or more events that have a detrimental
impact on the estimated future cash flows of the financial
asset have occurred.

Provisions for impairment of financial assets measured at
amortised cost are deducted from the gross book value of
the assets.

For debt securities at FVOCI, the loss allowance is charged
to profit or loss and is recognised in OCI.

The gross book value of a financial asset is written down
(partly or entirely) to the extent to which there is no real
prospect of recovery. For customers, the Group assesses
the timing and amount of impairment individually, on the
basis of the real prospects of recovery. The Group does not
normally envisage any significant recovery of the amount
written down. However, financial assets that have been
written down may be enforced in accordance with the
Group’s debt collection procedures.

Non-derivative financial assets - Policy applicable before
1 January 2018

Financial assets not accounted for at FVTPL were measured
at each year end date to determine whether or not there
was objective evidence of impairment.

Objective evidence that a financial asset may have reduced
in value included:

= insolvency or non-payment by the debtor;

» restructuring of the debt towards the Group, at conditions
that the Group would not otherwise have considered;

= indications of debtor or issuer bankruptcy;

» unfavourable changes in payment status of debtors or
issuers;

» the disappearance of an active market for that security
because of financial difficulties; or

» the presence of observed data indicating a quantifiable
reduction in cash flow expected from a group of financial
assets.

Non-financial assets

At each reporting date, the Group reviews the carrying
amounts of its non-financial assets (other than biological
assets, investment property, inventories and deferred tax
assets) to determine whether there is any indication of
impairment. If any such indication exists, then the asset's
recoverable amount is estimated. Goodwill is tested annually
for impairment.

For impairment testing, assets are grouped together into
the smallest group of assets that generates cash inflows
from continuing use that are largely independent of the
cash inflows of other assets or CGUs. Goodwill arising from
a business combination is allocated to CGUs or groups of
CGUs that are expected to benefit from the synergies of
the combination.

The recoverable amount of an asset or CGU is the greater of
its value in use and its fair value less costs to sell. Value in
use is based on the estimated future cash flows, discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.

An impairment loss is recognised if the carrying amount of
an asset or CGU exceeds its recoverable amount.

Impairment losses are recognised in profit or loss. They are
allocated first to reduce the carrying amount of any good-
will allocated to the CGU, and then to reduce the carrying
amounts of the other assets in the CGU on a pro rata basis.

An impairment loss in respect of goodwill is not reversed.
For other assets, an impairment loss is reversed only to the
extent that the asset's carrying amount does not exceed
the carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss had
been recognised.

(q) Employee benefits

The Group’s net obligation in respect of defined benefit plans
refers to plans for benefits upon conclusion of employment
for which the Group companies have made fixed contributions
to a legally separate entity on an obligatory, contractual or
voluntary basis, in the absence of which legal or implied
obligations exist to make additional payments where the
entity does not have sufficient assets to pay all of the pension
benefits matured concerning employment services provided
in the present and previous years. The contributions to be
paid are recognised to the income statement on an accruals
basis to personnel expenses.

The Group's net obligation in respect of defined benefit
plans is calculated separately for each plan by estimating
the amount of future benefits that employees have earned
in the current and prior periods, discounting that amount
and deducting the fair value of any plan assets.

The calculation of defined benefit obligations is performed
annually by a qualified actuary using the projected unit
credit method. When the calculation results in a potential
asset for the Group, the recognised asset is limited to the
present value of economic benefits available in the form
of any future refunds from the plan or reductions in future
contributions to the plan. To calculate the present value of
economic benefits, consideration is given to any applicable
minimum funding requirements.
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Remeasurements of the net defined benefit liability, which
comprises actuarial gains and losses, the return on plan
assets (excluding interest) and the effect of the asset ceiling
(if any, excluding interest), are recognised immediately in OCI.
The Group determines the net interest expense (income)
on the net defined benefit liability (asset) for the period by
applying the discount rate used to measure the defined be-
nefit obligation at the beginning of the annual period to the
then-net defined benefit liability (asset), taking into account
any changes in the net defined benefit liability (asset) during
the period as a result of contributions and benefit payments.
Net interest expense and other expenses related to defined
benefit plans are recognised in profit or loss.

When the benefits of a plan are changed or when a plan
is curtailed, the resulting change in benefit that relates to
past service or the gain or loss on curtailment is recognised
immediately in profit or loss. The Group recognises gains and
losses on the settlement of a defined benefit plan when the
settlement occurs.

IFRIC 14 clarifies the provisions of IAS 19 - Employee be-
nefits with respect to the measurement of defined benefit
plan assets when there is a minimum funding requirement.
A defined benefit plan is in surplus when the fair value of
the plan assets exceeds the present value of the defined
benefit obligation. IFRIC 14/IAS 19 only permit the reco-
gnition of this surplus at the present value of the financial
benefits available through refunds or reductions in future
contributions. Moreover, disclosure is required when the
plan requires @ minimum contribution that could give rise
to a liability.

In Italy starting from 1 January 2007, the Finance Act (Law
no. 296 of 27 December 2006, the “2007 Finance Act”) and
the relevant implementation decrees introduced important
changes in the rules governing post- employment benefits
("TFR"), including the need for employees to decide on the
allocation of their future benefits. In particular, this reform
established that employees had to transfer the new amounts
of their benefits to established pension funds or leave them
with the Company; in the latter case, the Company would
pay these amounts to a specific INPS (Italian social security
institution) treasury account. Therefore, the post-employment
benefits stated in the separate financial statements at the
end of the year refers to the amount due to employees, not
yet paid but vested up to 31 December 2006.

(r) Provisions

Provisions include certain or probable costs and charges,
the amount or due date of which is unknown at year end.
A provision is recognized when the Group has a present
obligation (legal or constructive) as a result of a past event,
it is probable that an outflow from the Group of resources
embodying economic benefits will be required to settle
the obligation and a reliable estimate can be made of the
obligation. The provisions are stated as the best estimate
of the expenditure required to settle the obligation at the
reporting date or to transfer it to a third party at that date.
If the impact of discounting the time value of money is

significant, the provision is determined by discounting the
estimated expected disbursement using a pre-tax discount
rate that reflects the current market assessment of the time
value of money. Where discounting is used, the increase in
the provision due to the passage of time is recognized as
an interest expense.

(s) Revenues

The Group adopted IFRS 15 starting 1 January 2018. For
information on the measurement criteria applied to contracts
with customers, see paragraph (c).

(t) Government grants

Grants relating to assets and income are recognized when
there is reasonable assurance that the Group will comply
with the conditions attaching to them and that the grants
will be received. Grants related to assets are recognized as
deferred revenue under Other liabilities in the statement of
financial position and are taken to profit or loss on a syste-
matic basis to offset them against the depreciation of the
relevant assets. Grants relating to income are recognized
under Other operating income.

(u) Financial income and expense

The Group's financial income and expense comprise:
= interestincome;

= interest expense;
= dividends received;
= dividends on preference shares classified amongst liabilities;

= net profits or losses deriving from the sale of debt secu-
rities measured at FVOCI;

= net profits or losses from financial assets at FVTPL;
= exchange gains or losses on financial assets and liabilities;

= losses (restoration of losses) for impairment of debt se-
curities accounted for at amortised cost or FVOCI;

= income deriving from a business combination for revalua-
tion at fair of any investment already held in the acquiree;

» reductions in the fair value of the potential price classified
as financial liabilities;

= ineffectiveness of the hedge noted in Profit or loss; and

» reclassifications of net profit or loss previously accounted
for to other comprehensive income on cash flow hedges
connected with the interest rate risk or exchange rate risk
for financial liabilities.

Interest income and expense are recognized in Profit or loss
on an accruals basis using the effective interest method.
Proceeds for dividends are accounted for when the right of
the Group to receive payment is established.
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The "effective interest rate” corresponds to the rate that
exactly discounts estimated future payments or collections
throughout the life of the financial asset:

» at the gross book value of the financial asset; or
= at the amortised cost of the financial liability.

In calculating interest income and expense, the effective
interest rate is applied to the gross carrying amount of
the asset (when the asset is not credit-impaired) or to the
amortised cost of the liability. However, for financial assets
that have become credit-impaired subsequent to initial
recognition, interest income is calculated by applying the
effective interest rate to the amortised cost of the financial
asset. If the asset is no longer credit-impaired, then the
calculation of interest income reverts to the gross basis.

(v) Determination of fair value

Fair value is the price that would be received as at the date
of valuation for the sale of an asset or which would be paid
for the transfer of a liability in a regular transaction between
market operators on the main market (or most advantageous)
to which the Group has access at that time. The fair value
of a liability reflects the effect of a risk of default.

Several standards and disclosure requirements require the
determination of fair value of financial and non-financial
assets and liabilities.

Where available, the Group measures the fair value of an
instrument using the listed price of that instrument on an
active market. A market is active when the transactions
relative to the asset or liability take place with a frequency
and volumes that suffice to provide useful information in
determining the price on a continuous basis.

For lack of a price listed on an active market, the Group uses
measurement techniques, maximising the use of input data
that can be observed and minimising use of input data that
cannot be observed. The chosen measurement technique
includes all factors that market operators would consider
in the estimate of the price of the transaction.

If an asset or liability measured at fair value has a cash
price or bid price, the Group measures the active positions
and long positions at the cash price and liabilities and short
positions at the bid price.

The best evidence of the fair value of a financial instrument
at the time it is first accounted for, is usually the price of the
transaction (i.e. the fair value of the price given or received).
If the Group notes a difference between the fair value at the
time of initial booking and the transaction price and fair value
is not determined neither by using a price listed on an active
market for identical assets or liabilities nor by means of a
measurement technique for which input data is not obser-
ved and is considered insignificant, the financial instrument
is initially measured at fair value, rectified to differentiate
between the fair value at the time of initial booking and the
transaction price. Subsequently, this difference is noted in
the Profit or loss throughout the duration of the instrument

using a suitable method, but not beyond the time when the
valuation is entirely supported by market data that can be
observed or the transaction is completed.

Fair values are categorised into different levels in a fair
value hierarchy based on the inputs used in the valuation
techniques as follows:

= Level 1 - quoted prices (unadjusted) in active markets for
identical assets or liabilities;

» Level 2 — inputs other than quoted market prices included
in Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices);

» Level 3 —inputs for the asset or liability that are not based
on observable market data (unobservable inputs).

If the inputs used to measure the fair value of an asset or a
liability are categorized into different levels of the fair value
hierarchy, then the fair value measurement is categorised
in its entirety in the level of the lowest level input that is
significant to the entire measurement.

The Group recognizes transfers between levels of the fair
value hierarchy at the end of the reporting period during
which the change has occurred.

(w) Standards, amendments and interpretations not
yet applicable

Below are the new standards applicable for the years beginning
after 1 January 2018, for which early application is allowed.
However, the Group has decided not to adopt them early
for preparation of these consolidated financial statements.

Of the standards that are not yet applicable, it is expected
that IFRS 16 shall have a significant effect on the Group's
financial statements in the period of first application.

IFRS 16 Leasing

The Group is required to adopt IFRS 16 Leases from 1 Ja-
nuary 2019. The Group has assessed the estimated impact
that initial application of IFRS 16 will have on its consoli-
dated financial statements, as described below. The actual
impacts of adopting the standard on 1 January 2019 may
change because:

» the Group has not finalised the testing and assessment
of controls over its new IT systems; and

= the new accounting policies are subject to change until the
Group presents its first financial statements that include
the date of initial application.

IFRS 16 introduces a single, on-balance sheet lease accounting
model for lessees. A lessee recognises a right-of-use asset
representing its right to use the underlying asset and a lease
liability representing its obligation to make lease payments.
There are recognition exemptions for short-term leases and
leases of low-value items. Lessor accounting remains similar
to the current standard - i.e. lessors continue to classify
leases as finance or operating leases.
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IFRS 16 replaces existing leases guidance, including IAS
17 Leases, IFRIC 4 Determining whether an Arrangement
contains a Lease, SIC-15 Operating Leases — Incentives and
SIC-27 Evaluating the Substance of Transactions Involving
the Legal Form of a Lease.

i. Leases where the Group is the lessee

The Group will note new assets and liabilities for operating
leases relative to rented lands, structures hosting war-
ehouses and plants, the hire of production lines, vehicles
used in plants and IT hardware. The nature of the costs
relating to such leases will change insofar as the Group will
be amortising the assets for the right of use and financial
expenses on the leasing liabilities.

Previously, the Group accounted for the costs for operating
leases on a straight line basis throughout the duration of
the lease and noted the assets and liabilities only where
there were temporary differences between when the lease
charges were paid and the costs recorded.

No significant impact is expected for the Group’s financial
leases.

On the basis of the information available at present, the
Group expects to record additional liabilities for leases for
Euro 16 million as at 1 January 2019.

The Group does not expect the adoption of IFRS 16 to
influence its contractual restrictions as envisaged in the
loan contracts.

ii. Leases where the Group is the lessor

The Group will re-assess the classification of sub-leasing
in which it acts as lessor. On the basis of the information
available at present, no significant impacts are expected
in this case.

iii. First application

The Group intends to apply IFRS 16 from the date of first
application (i.e. 1 January 2019), using the modified retros-
pective approach. Therefore, the cumulative effect of the
adoption of IFRS 16 will be noted as a rectification of the
opening balances of profit carried forward as at 1 January

2019, without restatement of the comparative information.

The Group intends to apply the practical expedient that allows
it not to adopt the new definition of leasing at the time of
making the move to the new standard. In other words, the
Group will apply IFRS 16 to all contracts stipulated before
1 January 2019, which were previously identified as leases
in compliance with IAS 17 and IFRIC 4.

Other standards

It is not expected that the following changes to standards
or interpretations will have any significant effect on the
Group's consolidated financial statements:

= [FRIC 23 "Uncertainty over Income Tax Treatments”

» Prepayment Features with Negative Compensation
(Amendments to IFRS 9).

The European Union had not yet completed its endorsement
process for these standards and amendments at the date
of these consolidated financial statements:

» Long-term Interests in Associates and Joint Ventures
(Amendments to IAS 28)

« Plan Amendment, Curtailment or Settlement (Amend-
ments to IAS 19)

= Annual Improvements to IFRS Standards (2015-2017
Cycle) - various standards.

= Amendments to References to the Conceptual Framework
in IFRS Standards

» |[FRS 17 Insurance Contracts

(3) OPERATING SEGMENTS

Reportable segments are the Group's strategic divisions
as determined in accordance with the quantitative and
qualitative requirements of IFRS 8.

The Group has only one reportable segment, the Closures
division. The Group’s CEO (the chief operating decision
maker) reviews internal management reports on a monthly
basis. The following summary describes the operations in
this reportable segment.

The Closures division represents the Group's core business.
Other operations include the PET division that does not meet
any of the quantitative thresholds for determining reportable
segments in December 2018 under IFRS 8.

Information regarding the results of the Group's reportable
segment is included below. Performance is measured based
on segment of revenue, gross operating profit, depreciation
and amortization, trade receivables, inventories, property,
plant and equipment, trade payables and capital expenditure
as included in the internal management reports that are
reviewed by the CEO and by the Board of Directors.

Management considers the above information as the most
suitable to evaluate the results of the segment compared
to other entities that operate in these industries.

All other asset and liability figures cannot be reported by
segment as management believes that the availability of
such information by segment is not relevant.
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The data reported in the following tables relating to 2017
refer to the separate financial statements of Space4 S.p.A.
which had no identified operational sectors.

Data of consolidated statement of profit or loss

€ thousands Closures Other assets Total
31 December 31 December 31 December 31 December 31 December 31 December
2017 2018 2017 2018 2017 2018
Net revenue - 236,364 - 1,055 - 237,419
Operating profit (loss) - 19,502 (104) (204) (104) 19,299
Depreciation and amortization - (15,089) - (52) - (15,141)
Data of consolidated statement of financial position
€ thousands Closures Other assets Total
31 December 31 December 31 December 31 December 31 December 31 December
2017 2018 2017 2018 2017 2018
Trade receivables - 102,198 606 - 102,805
Inventories - 92,232 1,026 - 93,258
Trade payables - (70,383) (4,490) (948) (4,490) (71,331)
Property, plant and equipment - 205,333 651 205,984
Data of consolidated statement of cash flows
€ thousands Closures Other assets Total
31 December 31 December 31 December 31 December 31 December 31 December
2017 2018 2017 2018 2017 2018
(aﬁép))ltal expenditure (net of dispos- ) 15,095 ) 21 B 15116

Geographical information

The Closures division operates through many manufacturing
e . - . . . Non-current assets other than
facilities primarily in Italy, India, the United Kingdom, Poland, financial instruments and deferred
Ukraine, Mexico, Spain, Australia, South Africa and Colombia. Euro thousands tax assets: Property, plant and
. . . i . equipment and Intangible assets
In presenting information on the basis of geographical seg- 31 December
ments, segment revenue and segment assets are based on 31 December 2017 |, .o
the geographical location of the assets/subsidiaries. Italy 769,984
Euro thousands Net revenue Aus.,tralla 62,217
31 December |31 December ndia 33,468
2017 2018 Poland 28,605
Italy 28,463 Spain 21,272
India 27,693 Mexico 16,596
UK 26,749 Ukraine 13,722
Poland 25,012 Brazil 9,409
Brazil 24,460 South Africa 10,601
Mexico 21,112 Other countries 54,509
Spain 15,777 Consolidation adjustments (8,294)
Australia 12,610 Prop_ertv, p_lant and equipment | _ 1,012,088
South Africa 7857 and intangible assets
Colombia 6,211
Other countries 41,475
Net revenue - 237,419
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Euro thousands Deferred tax assets

31 December |31 December

2017 2018
Australia 1,233
Argentina 1,121
Italy 885
Chile 652
India 479
Spain 326
New Zealand 208
South Africa 143
China 100
Mexico 41
Ukraine 7
Consolidation adjustments 612
Deferred Tax Assets - 5,807

The Group is not exposed to significant geographical risks
other than normal business risks.

Information about major customers

In the Closures segment, at 31 December 2018, there are
two customers that generate over 10% of revenue: the
turnover of the first customer amounts to around Euro 28
million for the five months closing as at 31 December 2018
(11.7% of net revenue), while that of the second customer
is approximately Euro 24 million for the same period (10.3%
of net revenue).

(4) ACQUISITION OF SUBSIDIARIES, BUSINESS
UNITS AND NON-CONTROLLING INTERESTS

(4.1) ACQUISITION OF PRE-MERGER GUALA CLOSURES
GROUP

On 31 July 2018, Spaces S.p.A. acquired 67% of pre-merger
Guala Closures, the parent of pre-merger Guala Closures
Group and, on 6 August 2018, Guala Closures S.p.A. was
merged into Space4 S.p.A. Furthermore, the latter company
and its group changed their name to Guala Closures S.p.A.
and Guala Closures Group, respectively.

Specifically, the following took place on the Group'’s acquisi-
tion date:(a) Space4 purchased 52,316,125 ordinary shares
held by the former ultimate parent of pre-merger Guala
Closures Group, GCL Holdings SCA (“GCL"), (b) GCL transferred
7,403,229 pre-merger Guala Closures ordinary shares to Pl
G S.arl, (c) GCL transferred 1,480,646 pre-merger Guala
Closures ordinary shares to Quaestio Capital SGR uniper-
sonale S.p.A., as the manager of Quaestio Italian Growth
Fund. Moreover, GCL has made the following transfers (a)
2,601,089 ordinary shares to GCL Holdings LP S.ar.l. (“LP"),
(b) transfer of 351,202 ordinary shares to Private Equity
Opportunities Fund Il SCS-SIF, Compartment B, (“PEOF").

As a result of the above transactions, the share capital of
pre-merger Guala Closures was comprised as follows:

= approximately 67% was held by Spaces;
= approximately 19% was held by GCL;
= approximately 9% was held by PII G S.ar.l;

= approximately 1% was held by Quaestio Capital SGR uni-
personale S.p.A., on behalf of Quaestio Italian Growth Fund;

= approximately 3% was held by LP;
= approximately 1% was held by PEOF.

On 6 August 2018, Spaces S.p.A. carried out a Euro 17,566,646
capital increase to serve the merger, as a result of which the
shareholders of pre-merger Guala Closures received Space4
shares in exchange as follows:

Price per pre-merger Guala Closures share (Euro 6.75381)/
Price per Space4 share (Euro 10.00).

%

In line with the company object of Space 4 S.p.A., the com-
bination has determined a positive difference between the
price paid (equal to the price paid by Space4 S.p.A. in addition
to the fair value of the shares issued to serve the merger
in the favour of GCL Holdings SCA, PIl G S.a.r.l., Quaestio
Capital SGR , GCL Holdings LP S.a.r.l, PEOF) and the fair
value of the management warrants and Tobin Tax and the
net assets acquired.

In accordance with IFRS 3, if the sum of the prices trans-
ferred exceeds the fair value of the net assets acquired and
net liabilities assumed as at the date of the acquisition, this
surplus is accounted for as Goodwill (for more details see
the paragraph “"Goodwill” that follows in this note).

The effects deriving from the transaction are accounted for
with effect from 31 July 2018, the date on which control of
the Group was transferred from the previous shareholders.

The net cash flows used by the acquisition are composed
as follows:

Euro thousands
Consideration paid at the date of acquisition by Space

4SpA. 354,040
Cash and cash equivalents acquired (47,666)
Net cash flow used at the date of acquisition 306,374
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Consideration paid for the purchase of 100% of shares in
pre-merger Guala Closures, as follows:

The amounts reported with reference to the assets ac-
quired and liabilities assumed at the acquisition date are
summarised below:

Euro thousands

Consideration paid at the date of acquisi-

tion by Space l? S.p.A. ‘ (A 354,040
Space4’s equity instruments given in exchange

Sharg c_apital increase _to serve the merger 95 666
pertaining to GCL Holdings SCA '
Share capital increase to serve the merger

pertainin%tto Pl G S.é.rt.l t : 20,000
Sharg c_apital increasg to serve the merger 10.000
pertaining to Quaestio Capital SGR '
Sharg c_apital increase _to serve the merger 16.921
pertaining to GCL Holdings LP S.a-r. !
Sharg c'apital increase to serve the merger 2372
pertaining to PEOF '
Space4's equity instruments issued (B) 174,960
FV Management Warrants pre-merger (© 1,334
Guala Closures

Total consideration for the purchase

of 100% of shares in pre-merger Guala (A+B+C) 530,334
Closures

Pre-merger Guala Closures shares were exchanged in the
ratio of 0.675381 Space4 shares for every Guala Closures
share based on an independent appraisal. Consequently, the
fair value of the residual 33% of pre-merger Guala Closures
shares exchanged with Space4 shares was calculated to be
Euro 174,960 thousand.

On 30 July 2018, pre-merger Guala Closures had arranged
for a share capital increase in exchange for payment for
approximately Euro 25 million in equivalent value, fully
subscribed and released by GCL. These shares, concerned
by the subsequent business combination, were matched to
1,480,646 GC management warrants, which were exchanged
with the management warrants given in exchange as part of
the merger and as at the date of the merger effect, 1,000,000
management warrants were issued at the same exchange as
the merger. Therefore, the fair value of these management
warrants in exchange has been recognised as Euro 1,334
thousand and included in the consideration transferred by
the business combination.

Provisional ..
. . Provisional
Carrying adjust-
amounts
amounts ments for .
Euro thousands . recognized
before ac- | fair value ..
e at acquisi-
quisition measure- .
tion
ment
Property, plant and equip- 193,440 193 440
ment
Intangible assets 375,714 375,714
Inventories 98,637 7,424 106,061
Trade receivables 113,107 113,107
Trade payables (70,960) (70,960)
Netltljgferred tax assets/ 1505 1505
liabilities
Other current/non-current
assets/liabilities (28,766) (28,766)
Cash and cash equivalents 47,666 47,666
Current financial assets 169 169
Non-current financial assets 1,019 1,019
Net deferred tax assets/
liabilities (5,992) (1,906) (7,898)
Current financial liabilities (25,420) (25,420)
Non-current financial
liabilities (582,631) (582,631)
Employee benefits (6,574) (6,574)
C}Jrrent/non—current pro- (2,665) (2,665)
visions
Net acquired assets and 108,250 5518| 113,768
liabilities
Reclassification of financial
liabilities to minority share- 17,700 17,700
holders
Tax receivables adjustment (1,916) (1,916)
Adjusted net acquired 124,034 5518| 129,552
assets and liabilities
Adjustment of pre-existing
goodwill recognised under (361,007) (361,007)
intangible assets
I\_Iet_u.:lt.entlflable assets and (236,973) 5518| (231,455)
liabilities

“Non-current financial liabilities” includes the payable for
financial liabilities to minority shareholders relating to the
possibility of exercising a put option if certain conditions are
met. This amount has been excluded from the calculation
of net acquired assets and liabilities insofar as it relates to
the existing debt for the acquisition of such minorities in
application of the “present access method". This payable has
been entered under non-current financial liabilities offset
inn shareholders’ equity at the same time as goodwill is
determined, deriving from the acquisition.
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Measurement of fair values

Trade receivables comprised gross contractual amounts due
of Euro 115,321 thousand, of which Euro 2,213 thousand
was expected to be uncollectable at the date of acquisition.

The transaction has only been provisionally recognized in the

Goodwiill

Goodwill arising from the acquisition was recognized as
follows:

Euro thousands

Determination of the total price

approved consolidated financial statements at 31 December Consideration paid and equity instruments 529 000
2018 as the PPA procedure for acquired assets, assumed of Space 4 in exchange '
liabilities and contingent liabilities of Guala Closures Group Fair Value Management Warrants 1,334
it is still ongoing. Consideration paid for the purchase of
E0INg 100% of the shares (R) 530,334
The measurement techniques used to determine the fair Shareholders' equity as at of minorities the 5 808
value of the main assets acquired, are explained below. date of acquisition '
Provisional adjustments for fair value
Asse.ts Valuation technique meagurementlof qgt assets and liabilities 514
acquired acquired by minorities
Market comparison technique: The fair value of inven- Minority investments proportionally to the
tories is calculated using the estimated selling price stake held in the assets and liabilities of (B) 23,412
in the ordinary course of business less the estimated Guala Closures
Inventories | costs of completion and the estimated cost_s nec- Total price (C=A+B) 553,746
essary to make the sale and a suitable profit margin
based on the efforts required to complete or sell the
inventories. Determination of net identifiable assets and liabilities
Net acquired assets and liabilities 108,250
Reclassification of financial liabilities to 17700
The following fair values have been provisionally determined minority shareholders
since the analysis has not yet been completed. Tax receivables adjustment (1,916)
Adjusted net acquired assets and liabilities (D) 124,034
= The fair value of intangible assets (trademark, patented Adjustment of pre-existing goodwill entered el @100
technology of Guala Closures and commercial relations with under intangible assets '
the clients) is currently being determined whilst awaiting Net identifiable assets and liabilities (F=D+E)| (236,973)
completion of an appraisal by an independent third party.
The fai | : ibl land d buildi d Determination of initial difference to be allocated
» The fair value of tangible assets (land and buildings an Initial difference to be allocated [ (G=c-F)[ 790,719

plant and machinery of Guala Closures Group) is currently
being determined whilst awaiting completion of an ap-
praisal by an independent third party.

If the new information obtained within one year from the
acquisition date relating to facts and circumstances existing at
the acquisition date will lead to adjustments to the amounts
indicated or to any other fund existing at the acquisition
date, the acquisition accounting will be reviewed.

As required by IFRS 3, the pro forma figures are given below as
if the business combination had taken place at the beginning
of the year. Specifically, the net revenue and the profit from
the date of acquisition have amounted to approximately
Euro 237 million and Euro 8 million, respectively.

The net revenue and the profit for the first twelve months
of 2018 would have amounted to approximately Euro 543
million and Euro 4 million, respectively.

The Group incurred acquisition-related costs of approxima-
tely Euro 11 million related to external legal fees and due
diligence costs. The legal fees and due diligence costs have
been mainly included in legal/consultancy expenses of the
Group's statement of profit or loss and other comprehensive
income/(expense).

Provisional adjustments for fair value measurement of net identifi-
able assets and liabilities

Inventories 7,424
Deferred tax liabilities (1,9086)
Total provisional adjustments for fair value

measurement of net identifiable assets (H) 5,518
and liabilities

Goodwill arising from the acquisition

Total goodwill arising from the acquisition | (1=G-H) | 785,201

Given the short interval between the date of the business
combination and the reporting date of 31 December 2018
of these consolidated financial statements, the complexities
of the PPA procedure for the acquired assets, assumed lia-
bilities and contingent liabilities and the longer term of 12
months from the date of the business combination allowed
by the relevant standard because of the above complexities,
a provisional amount of Euro 785.2 million was recognised
in "Goodwill" in these separate financial statements as at
31 December 2018, equal to the difference between the
consideration paid by the buyers to purchase pre-merger
Guala Closures shares and the identified consolidated net
liabilities of Guala Closures Group.
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The goodwill deriving from the acquisition mainly refers to
the competences and technical skills of Guala Closures staff,
customer relations, the trademark and the patents held by
Guala Closures Group.

The recognised goodwill will not be deductible for income
tax purposes.

(4.2) ACQUISITIONS OF UNITED CLOSURES AND
PLASTICS

On 12 December 2018, through the Luxembourgian sub-
sidiary GCL International S.a r.l., the Group completed the
purchase of the important Scottish company, called United
Closures and Plastics ("UCP"), with registered office in Bridge
of Allan. The company boasts a long-standing presence
on the Scottish market and supplies some historic brands
of scotch whisky with which it has consolidated relations.

This transaction allows Guala Closures Group to expand its
presence on the Scottish market, extending its commercial
activities and innovation and production processes. The
Group will indeed be able to consolidate its collaboration
with the spirits multinationals operating in Scotland and, in
particular, with those of whisky, one of the most important
segments in the spirits sector. The transaction will also speed
up the reorganisation of industrial structures launched by
the Group in 2018, in order to achieve higher production
efficiency level.

During the nineteen days period ended on 31 December 2018,
the subsidiary generated net revenue of Euro 1.3 million and
a loss of Euro 0.2 million. The management believes that, if
the acquisition had occurred on 1 January 2018, the consoli-
dated net revenue would have been approximately Euro 287
million and consolidated net profit for the year would have
been approximately Euro 8.6 million. In calculating the above
amounts, the company management assumed that the fair
value adjustments at the acquisition date, determined on
a provisional basis, would have been the same even if the
acquisition had taken place on 1 January 2018.

The table below summarises the fair value as at the date of
acquisition of the main components of the price transferred:

The amounts reported with reference to the assets ac-
quired and liabilities assumed at the acquisition date are
summarised below:

Carrvin Provisional | Provisional
ving adjustments | amounts
amounts . .
Euro thousands for fair recognized
before ac- ..
s value mea- | at acquisi-
quisition .
surement tion
Property, plant and equip- 13.281 B 13.281
ment
Intangible assets 6,725 - 6,725
Inventories 8,133 - 8,133
Trade receivables 3,363 - 3,363
Other current assets 1,979 - 1,979
Cash and cash equivalents 1,092 - 1,092
Trade payables (7,264) - (7,264)
Tax payables (1,601) - (1,601)
Capex payables (4) - (4)
Deferred tax liabilities (388) - (388)
Other current liabilities (2,143) - (2,143)
I\_Iet_u.:igntlflable assets and 23,173 _ 23,173
liabilities
Profllt arising from the (3,465) ) (3,465)
acquisition
Consideration transferred
at the date of acquisition 19,708 ) 19,708

Trade receivables include contractual amounts of € 3,363
thousand, deemed to be fully payable on the acquisition date.

Given the short interval between the date of the business
combination and the reporting date of 31 December 2018 of
these consolidated financial statements, the complexities of
the PPA procedure for the acquired assets, assumed liabilities
and contingent liabilities of UCP and the longer term of 12
months from the date of the business combination allowed
by the relevant standard because of the above complexities,
a provisional amount of Euro 3.5 million was recognised in
"Other revenues” in these consolidated financial statements
as at 31 December 2018, equal to the difference between
the identified consolidated net liabilities of UCP and the
consideration paid by the buyers to purchase pre-merger UCP
shares. This income component derives from the subjective
negotiation conditions of the purchase of the business and
from its non-strategic nature for the seller.

Guala Closures Group acquired the company UCP and the
related patents, previously held by the company Obrist, both
companies held by the RPC Group.

Euro thousands .

- - - Provisional
Price paid as purchase price of shares as per contract 11,540 amounts

. . . Euro thousands .
Price paid for the purchase of the patents from Obrist 6,725 recognized at
Price paid to repay loan previously obtained from RPC acquisition

1,442 - - P~

Group for UCP Consideration transferred at the date of acquisition 19,708
Consideration transferred at the date of acquisition 19,708 less: net identifiable assets and liabilities (23,173)
Cash and cash equivalents acquired (1,092) Profit arising from the acquisition (3,465)
Net cash flow absorbed at the date of acquisition 18,616

If new information about facts and circumstances that
existed at the acquisition date is obtained within one year
from the acquisition date, identifying adjustments to the
above amounts, or any additional provisions that existed
at the acquisition date, the acquisition measurement will
be revised.
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The Group incurred in costs related to the acquisition for
Euro 0.4 million in connection with legal consultancy and
due diligence, noted amongst legal and legal consultancy
costs on the statement of the Group’s comprehensive inco-

(7) INVENTORIES

This item includes:

me and Euro 0.1 million for stamp duty recorded amongst Balances of
Other operating expenses on the statement of the Group’s Guala Closures
statement of comprehensive income. 31December | Group atthe | 31 December
P (Euro thousands) 2017 business com- | 2018
bination date,
31/07/2018
CONSOLIDATED STATEMENT OF FINAN- Raw materials,
consumables and 46,738 43,415
CIAL POSITION supples
(Allowance for inven-
tory write-down) (899) (1,068)
(5) CASH AND CASH EQUIVALENTS Work in progress
and semi-finished 26,736 23,623
products
Cash and cash equivalents amount to Euro 47,795 thousand at (Allowance for inven- (571) (468)
31 December 2018 (Euro 512,206 thousand at 31 December tory write-down)
2017), while those of Guala Closures Group at the business Finished products 34,150 28,020
combination date amounted to Euro 47,666 thousand. The aA”I‘Ij goods o
decrease compared to the value of 31 December 2017 is ior\[;v\/\\l/?ir;;?dg\r/v:)ven_ (691) (534)
mainly due to the ach|S|t|on.of th.e equity |nvestn,1ent in Payments on ac- . o
Guala Closures Group, the refinancing of the Group's debt count 597 7
and the withdrawal of a number of previous shareholders. Total - 106,061 93,258
(6) TRADE RECEIVABLES Changes as at 31 December 2018:
(Euro thousands) 2017 2018
This item includes: 1 January 2018 - -
P ; Business combination - 106,061
alances o R
Guala Closures E);change gans rerial b - (6,062)
31 December | Group at the 31 December ange in raw materials, consumables _ 6.029
(Euro thousands) 2017 business com- 2018 and supplies
bination date, Change in semi-finished products and - (13,097)
31/07/2018 finished goods !
Trade receivables 115,321 104,898 Change in payments on account - 328
Provision for Balance as at 31 December - 93,258
doubtful debt (2.213) (2,093)
Total - 113,107 102,805

The provision for doubtful debt changed as follows:

The allowance for inventory write-down changed as follows:

31 December | 31 December

(Euro thousands)

2017 2018
(Euro thousands) 31 December |31 December Allowance for inventory write-down 1 ) .
2017 2018 January 2018
Opening provision for doubtful debt - - Business combination - 2,161
Business combination - 2,213 Exchange gains/(losses) - 17
Accrual_s and utilization/releases of ) (120) Allowance of the year/(utilisation) - (108)
the period Closing allowance for inventory i 2070
Closing provision for doubtful debt - 2,093 write-down !
The provision for doubtful debt at 31 July 2018 and 31 De-
cember 2018 relates to a few customers that have indicated
that they do not expect to be able to pay their outstanding
balances, mainly due to their own financial difficulties.
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(8) FINANCIAL DERIVATIVE ASSETS

Currency swaps

As at 31 December 2018, the following currency swaps

are in place:
31 December
Transaction Amount hedged Forward 2018
Contract expiry Hedge value type (thousands of exchange rate Fa.ir \_Ia_l,.le Assets/
GBP) (GBP/EUR) (Liabilities)
(Euro thousands)

January 2019 GBP Sale 922 0.88280 15
February 2019 GBP Sale 97 0.88380 2
March 2019 GBP Sale 762 0.88490 12
April 2019 GBP Sale 822 0.88610 13
May 2019 GBP Sale 854 0.88730 13
June 2019 GBP Sale 835 0.88850 13
July 2019 GBP Sale 971 0.88970 15
August 2019 GBP Sale 1,006 0.89100 15
September 2019 GBP Sale 992 0.89230 14
October 2019 GBP Sale 455 0.89350 7
November 2011 GBP Sale 984 0.89470 14
December 2019 GBP Sale 1,035 0.89610 15
Total forward GBP sale 9,735 146

As the formal requirements of IFRS 9 for accounting accor-

ding to hedge accounting were not met, this derivative is

accounted for as FVTPL instruments.

The following table shows the changes in this caption as at

31 December 2018:

Industrial and Assets urltder
(Euro thousands) La.nd.and Plant_ and commercial Other assets construction and Total
buildings machinery . payments on
equipment account

Historical cost at 31 December 2017 - - - - - -
Accumulated amortization and impair- B B B B B )
ment losses at 31 December 2017
Carrying amount at 31 December 2017 - - - - - -
Carrying amount at 1 January 2018 - - - - - -
Business combinations 53,977 127,699 11,238 1,512 12,298 206,724
Exchange gains/(losses) (494) (1,808) 40 27 445 (1,791)
Increases 98 3,390 345 4L 10,878 14,755
Disposals - (539) (13) - 61 (492)
Impairment losses (4) 133 - - - 128
Reclassifications 346 12,947 1,465 272 (14,704) 325
Depreciation (767) (11,627) (1,008) (263) - (13,665)
Historical cost at 31 December 2018 76,485 456,823 67,225 10,177 8,977 619,686
rﬁ;‘ﬂ;ﬁ‘;giﬁ;‘)g'ezcaetr'r‘:geinzdo'%pa'r (23,329) (326,629) (55,159) (8,585) - (413,702)
Carrying amount at 31 December 2018 53,156 130,193 12,066 1,591 8,977 205,984

Property, plant and equipment include the amounts arising

from work performed by the Group and capitalized.
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The item includes the carrying amount of leased assets for
€ 12,802 thousand, against which current financial liabilities
of € 2,685 thousand and non-current financial liabilities of
€ 3,410 thousand are recorded in the balance sheet.

As at 31 December 2018 there were no real guarantees on
property, plant and machinery, except for what is reported in
note (38) Commitments and guarantees to the consolidated
financial statements.

The largest investments in 2018 were made in Italy, Ukraine,
Poland, Mexico and India.

The effect of hyperinflation included in the difference from
exchange rates is € 2.5 million.

(10) INTANGIBLE ASSETS

The following table shows the changes in this caption as at
31 December 2018:

financial statements, the fair value of the assets acquired
and the liabilities assumed has not been calculated. The
completion of the measurement process in accordance with
IFRS 3, which will take place within the deadlines required
by the relevant standard, may result in a measurement of
Guala Closures’ assets acquired and liabilities assumed at
the date of the business combination different from that
presented in these consolidated financial statements. The
completion of the PPA procedure may have an impact on
the future results of operations (e.g., greater amortization
of intangible assets to which part of the consideration may
be allocated) without affecting the forecast cash flows.

Goodwill is booked as at 31 December 2018 for a total of
Euro 785 million and relates to the portion allocated under
the purchase price allocation as at 31 July 2018 commented
in the Directors' report.

As indicated in Note (2) Accounting policies, goodwill is not
amortised, but only potentially impaired. The Group performs

Assets under

(Euro thousands) DeveIoPment Licences and Goodwill Other construction and Total
expenditure patents payments on

account
Historical cost at 31 December 2017 - - - - - -
Accumulated amortization and impair- B B B - B )
ment losses at 31 December 2017
Carrying amount at 31 December 2017 - - - - - -
Carrying amount at 1 January 2018 - - - - - -
Business combinations 1,091 16,503 785,201 1,990 1,849 806,634
Exchange gains/(losses) 6 52 - (11) 395 443
Increases 295 4 - 18 536 853
Impairment losses - - - - (33) (33)
Reclassifications 690 282 - (83) (1,214) (325)
Amortization (382) (711) - (375) - (1,468)
Historical cost at 31 December 2018 9,608 73,970 785,201 13,033 1,533 883,345
e pson| a0 | e | oo
Carrying amount at 31 December 2018 1,700 16,130 785,201 1,540 1,533 806,104

The business combination took place on 31 July 2018 and
the merger between Space4 S.p.A. and Guala Closures S.p.A.
became effective on 6 August 2018.

In accordance with IFRS 3, the PPA procedure for acquired
assets, assumed liabilities and contingent liabilities is still
on-going.

Given the short interval between the date of the business
combination and the reporting date (31 December 2018),
the complexities of the PPA procedure for the acquired
assets, assumed liabilities and contingent liabilities and the
longer term of 12 months from the date of the business
combination allowed by the relevant standard because of
the above complexities, a provisional amount of Euro 785.2
million was recognised in “Goodwill" in these consolidated
financial statements, equal to the difference between the
consideration paid by the buyers to purchase pre-merger
Guala Closures shares and the identified consolidated net
liabilities of Guala Closures Group at 31 July 2018.

Consequently, because of the above, in these consolidated

an impairment test at least once a year, or more frequently
where specific events and circumstances arise that may
suggest a loss in value, through specific assessments on each
cash generating unit (CGU). The CGU identified by the Group
to monitor goodwill coincides with the level of aggregation
of assets in accordance with IFRS 8 - Operating segments,
represented for the Group by the Closures Division.

Goodwill allocated to the CGU Closures has been assessed
as at the reporting date and the result did not evidence any
need to write down the book value recognised for goodwill
as at 31 December 2018.

The potential recovery of the value recognised is verified by
comparing the net invested capital (book value) of the CGU
with the related recoverable value. The recoverable value of
goodwill is given by the determination of the value in use,
intended as the current value of operating cash flows deriving
from the forecasts of the multiple year plans approved by
the Group and a terminal value that is normalised and used
to express a summary estimate of future results beyond the
time frame specifically considered. These cash flows are then
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discounted using discounting rates that represent current
market valuations of the cost of money and that consider
specific risks of the Group's business and CGU considered.

The discounted cash flow model is based on cash flow for
a period of five years on the basis of the business plan ap-
proved by the Board of Directors on 8 March 2019, which
foresees a compound annual growth rate (CAGR) of net
revenues and EBITDA, respectively of 5.3% and 7.1%. The
terminal growth rate has been determined on the basis of
the long-term compound annual growth rate of EBITDA,
which has been estimated by the company’s management
team in line with the hypotheses that would be prepared
by a market operator. Such growth rate is consistent with
management's expectation of growth in high value safety
closures, across the world, especially in developing countries.

The 2018 valuation is based on the following assumptions:

» the WACC of the Closures Division has been calculated
weighting the WACC of each country with a percentage
of 2018 net revenues per destination market of each
country, with respect to net consolidated revenues, with
a weighted average of 8.9%;

",

= long-term growth rate “g": a value of 3.0% was used, cal-
culated by weighting the estimated inflation rate of each
country by the incidence of net revenues per destination
market on total net revenues, in line with the calculation
of the terminal value and the weighted average growth of
Guala Closures Group on the various reference markets.
Such “g" rate is consistent with both Guala Closures
Group's historical growth rate and forecast future market

developments.

The discounting rate corresponds to an estimate, net of tax,
determined according to past experience and the average
cost of capital of the industrial sector, based on a possible
percentage indebtedness of 33% at the market interest
rate of 3.5%.

The recoverable value estimated exceeds the book value by
more than Euro 58 million.

It should be specified that the Group management is in charge
of developing estimates and projections based on the past
experience and expectations about the future outlook of

the market in which the Group operates. To this end, please
note that the current international macro economic situation
and the possible economic-financial impacts, in particular
the commercial competitions underway between the va-
rious countries, may result in uncertainty surrounding the
achievement of objectives and levels of activity considered
in the plan, yet without resulting in any onset of impairment
of the goodwill accounted for. However, the estimate of the
recoverable value of goodwill requires discretion and the use
of estimates by management and, although considering that
part of the estimates for net revenues and gross operating
profit of the CGU Closures may slide back by a year and
thereafter in any case reach the growth expected in all for
the plan, it cannot be excluded that goodwill may need to
be impaired in future periods due to changes in scenario
that cannot, to date, be forecast.

The circumstances and the events that could lead to an ad-
ditional impairment test shall be monitored by the Group's
management on an ongoing basis.

In consideration of the foregoing, the Group has performed
sensitivity analyses with changing WACC and g rates. More
specifically, an increase of 30 bp in the g rate would coincide
with an increase in the recoverable value in use of approxi-
mately Euro 46 million, whilst a decrease of 20 bp would
coincide with a decrease in the recoverable value in use of
approximately Euro 48 million, in any case fully recovering
the book value. As regards changes in the WACC, it is reported
that a decrease in this rate by 30 bp would coincide with an
increase in the recoverable value in use of approximately Euro
56 million, whilst a decrease of 20 bp would coincide with
a decrease in the recoverable value in use of approximately
Euro 51 million, not in any case requiring any impairment
of the book value.

Goodwill has never been impaired.

(11) DEFERRED TAX ASSETS AND LIABILITIES

The following table gives a breakdown of the captions at 31
December 2017 and 31 December 2018:

Euro thousands Assets Liabilities Net

31 December |31 December |31 December |31 December |31 December |31 December

2017 2018 2017 2018 2017 2018
Allowance for inventory write- down - 452 - - - 452
Provision for bad debt (taxable) - 641 - - - 641
Provisions - 132 - - - 132
Other - 2,044 - (1,251) - 793
Losses carried forward - 143 - - - 143
PPA effect on opening inventories - - - - - -
Intragroup gains - 519 - - - 519
Leases - 118 - - - 118
Property, plant and equipment and intangible assets - 1,144 - (10,453) - (9,309)
Employee benefits - 594 - - - 594
Derivatives - 14 - - - 14
Exchange gains/(losses) - 6 - (14) - (8)
TOTAL - 5,807 - (11,718) - (5,910)
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The "Other” item includes the effect of hyperinflation for
€ 0.7 million.

Changes in net deferred tax assets/liabilities may be detailed
as follows:

Euro thousands 31 December Busin_ess_ Char_lges in Cha_nges in Ex_change rate 31 December
2017 combination profit or loss equity gains/losses 2018

a‘:&z’fgg‘a’?r inventory - 436 51 - (36) 452
Provision for bad debt . 1529 (689) . (198) 641
(taxable)

Provisions - 286 (185) - 32 132
Other - (1,345) 2,418 - (281) 793
Losses carried forward - 390 (238) - (9) 143
Intragroup gains - 603 (83) - - 519
Leases - 117 1 - (0) 118
e : oo : o o0
Employee benefits - 637 9 - (52) 594
Derivatives - 28 - (14) 1 14
Exchange gains/(losses) - 15 - - (24) (8)
TOTAL - (8,286) 2,451 (14) (61) (5,910)

Tax losses that can be carried forward at 31 December 2018
but that the Group has not considered in its calculation of the
deferred tax assets in the statement of financial position are
approximately equal to an amount of Euro 171,508 thousand.

Tax losses that can be indefinitely carried forward amount to
Euro 156,427 thousand and refer to Guala Closures S.p.A.,
Guala Closures France SAS, Guala Closures Chile SpA and
Guala Closures North America Inc.

Potential deferred tax assets on total tax losses that can be
carried forward would be equal to Euro 41,851 thousand at
31 December 2018 (including Euro 37,869 thousand related
to losses that can be carried forward indefinitely), in case
they are recognized.

(12) CURRENT AND NON-CURRENT FINANCIAL
LIABILITIES

This section provides information on the contractual terms
governing the Group's bank overdrafts, loans and bonds.

Reference should be made to note 34) “Fair value of financial
instruments and sensitivity analysis” to these consolidated
financial statements for further information on the Group’s
exposure to the risks of fluctuations in interest and exchange
rates.

On 20 July 2018, the Company stipulated a bridge facility
agreement (the “Bridge Facility Agreement”) with UniCredit
Bank AG, Milan Branch, acting as agent, and the original
bridge lenders (Credit Suisse AG, Milan Branch, Banca IMI
S.p.A., Banco BPM S.p.A., Barclays Bank PLC and UniCredit
S.p.A.) for an amount equal to Euro 450 million, disbursed
on 01 August 2018 and to be repaid within one year from
its first utilization.

Furthermore, on 20 July 2018, the Company also entered
into with UniCredit Bank AG, Milan Branch, as agent, and
the original lenders (Credit Suisse International, Banco
BPM S.p.A., Barclays Bank PLC, Intesa Sanpaolo S.p.A. and
Unicredit S.p.A.) a new revolving credit facility agreement
governed by the law in England and Wales, for a maximum
amount of Euro 80 million (the “New RCF"), Euribor/LIBOR
GBP 3 months + 2.5% (zero floor). The New RCF will expire
five years and six months after the first utilization of the
bridge financing described under the point above.

On 3 October 2018, Guala Closures S.p.A. fully repaid the
Euro 450 million bridge loan, using the proceeds from a
floating-rate bond issue due in 2024 of Euro 455 million
(the “Bonds”) (Euribor 3 months +3.5% - zero floor) under an
indenture contract governed by the laws of the State of New
York. The contract was signed, inter alia, by Guala Closures
S.p.A., as the issuer, The Law Debenture Trust Corporation
p.l.c., as the senior secured notes trustee and Bondholders'
representatives pursuant to articles 2417 and 2418 of the
Italian Civil Code, Deutsche Bank AG, London branch, as the
paying agent, and Deutsche Bank Luxembourg S.A., as the
transfer agent and the registrar (the “Indenture”).

The parent company, among others, has a covenant in place
on the New RCF, breach of which may result in the repay-
ment of the loan before the due date specified above, if the
New RCF should be drawn down for more than 40% of the
total (Euro 80 million). This covenant establishes that the
Company'’s debt over consolidated EBITDA, both calculated
on the basis of the contractual provisions of the New RCF,
shall not exceed 6.40x.

The agreement envisages, amongst others, the constant
monitoring of the covenant by the parent company's treasury
and regular communication with the company management
and lender, so as to guarantee due compliance. The first
calculation date is 30 September 2019.
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The Group and Company consider as remote the risk that the
covenant may be exceeded as at the date of first verification

of 30 September 2019.

Financial liabilities at 31 December 2017, the business
combination date (31 July 2018) and 31 December 2018,

are shown below:

Balances of
Guala Closures Group
(Euro thousands) 31 December 2017 at the 31 December 2018
business combination
date, 31/07/2018
Current financial liabilities
Bonds - 5,181 3,937
Bank loans and borrowings - 16,897 14,324
Other financial liabilities 12,500 3,342 7.023
12,500 25,420 25,284
Non-current financial liabilities
Bonds - 503,010 441,383
Bank loans and borrowings - 57,550 13,506
Other financial liabilities - 21,395 21,910
- 581,954 476,799
Total 12,500 607,374 502,083
The terms and expiry dates of the financial liabilities at 31
December 2017 and 31 December 2018 are shown below:
Nominal amount
(Euro thousands) Total 31De- | Due within | BS™Wee | piore than Non-cur-
cember 2017 | one year one and five five years Current rent
years
Bonds
Total bonds
Bank loans and borrowings:
Total bank loans and borrowings
Other financial liabilities:
Market warrants 12,500 12,500 - - 12,500 -
Total other financial liabilities 12,500 12,500 - - 12,500 -
TOTAL 12,500 12,500 - - 12,500 -

ANNUAL REPORT 2018
93



Notes to the consolidated financial statements

Guala Closures Group

Nominal amount

(Euro thousands) Total 31 De- | Due within Eszuézilnfive Morethan | Non-cur-

cember 2018 | one year five years rent

years

Bonds
va°£32|; léllco)zﬂrilfésé;e:enlor Secured Notes due in 2024 issued 455,000 B - 455,000 B 455,000
Interest on bonds 3,937 3,937 - - 3,937 -
Transaction costs (13,617) - - (13,617) - (13,617)
TOTAL bonds FRSSN 2024 - Guala Closures S.p.A. 445,320 3,937 - 441,383 3,937 441,383
Bank loans and borrowings:
Senior Revolving Credit Facility - Guala Closures S.p.A. 11,179 - - 11,179 - 11,179
Transaction costs (740) - - (740) - (740)
Total Senior Revolving Credit Facility - Guala Closures S.p.A. 10,439 - - 10,439 - 10,439
Other accrued expenses - Guala Closures S.p.A. 121 121 - - 121 -
Yes Bank loan and bank overdraft Axiom Propack (India) 3,785 3,785 - - 3,785 -
Handlowy S.A. / Millennium S.A. bank overdraft (Poland) 4,399 4,399 - - 4,399 -
Banco de la Nacion Argentina loan (Chile) 357 178 178 - 178 178
Bradesco / ITAU / Santander loans and bank overdraft (Brazil) 105 56 48 - 56 48
Advances on receivables and loans (Argentina) 684 682 3 - 682 3
Banamex / Bancomer loan (Mexico) 7,942 5,103 2,838 - 5,103 2,838
TOTAL bank loans and borrowings 27,831 14,324 3,068 10,439 14,324 13,506
Other financial liabilities:
Market warrants 4,338 4,338 - - 4,338 -
Guala Closures S.p.A. finance leases 5,526 2,436 3,091 - 2,436 3,091
Other companies finance leases 568 249 319 - 249 319
Liabilities due to non-controlling interests 18,500 - - 18,500 - 18,500
TOTAL other financial liabilities 28,933 7,023 3,410 18,500 7,023 21,910
TOTAL 502,083 25,284 6,477 470,322 25,284 476,799

“Other financial liabilities” include the fair value of the market
warrants at 31 December 2018 (Euro 4,338 thousand). The
difference between the fair value at 31 December 2018 and
that at 31 December 2017 was recognized in the statement
of comprehensive income of the period, under financial
income (Euro 17,529 thousand), net of the equity effect of
the issue of an additional 9,367.393 market warrants on 6
August 2018 at the unit price of Euro 1.00. The impact on
the statement of comprehensive income for the period is
attributable to the decrease in the market price of the market
warrants, which went from Euro 1.25 at 31 December 2017,
to Euro 0.224 at 31 December 2018.

On the date of their first trading, the Company recognized
10,000,000 market warrants, traded separately to the shares,
of Euro 6,000,000, by setting up a negative reserve of the
same amount (described in note 18) Equity attributable to
the owners of the parent) of the notes to the consolidated
financial statements. Furthermore, on 6 August 2018, the
date the merger became effective, another 9,367,393 market
warrants were assigned for Euro 9,367,393, setting up a
negative reserve of the same amount. The warrants were
assigned free of charge in the ratio of four market warrants
to every 10 ordinary shares. They can be exercised against
payment as resolved by the shareholders in their extraordinary
meetings of 26 September 2017 and 16 November 2017.

Based on the market warrant regulation, the warrant holders
may decide to exercise them in whole or in part at any time
and to subscribe the exchange shares at the subscription
price, as long as the average monthly price is higher than the
strike price (Euro 10 per share). The Strike Price of Euro 0.10

per exchange share was determined by the Shareholders'’
meeting on 26 September 2017, considering the changes
made on 26 October 2017. It is specified that the Company
will publish notice of acceleration if the average monthly
price detected is equal to or greater than Euro 13 per share.

As aresult, the holders of the market warrants will be assigned
exchange shares based on the following exchange ratio:

Average monthly price - Strike price

Average monthly price - Subscription price

Warrants not exercised by the expiry date are taken to have
been extinguished and are no longer valid when “expiry date”
means the first of the following dates: (i) the first trading
date after five years from the Relevant Transaction’s effective
date and (i) the first trading date after 60 calendar days from
the date of publication of the acceleration communication.

The liability due to the non-controlling interests relates to
recognition of these investors' right to exercise a put option
if certain conditions are met. It represents the discounted
estimated value of the put option at its expected time of
exercise.

This caption has been recognized using the present access
method, whereby the financial liability was recognized as a
reduction in equity in the first year. The fluctuation in each
year, if any, is recognized under financial income (expense)
in profit or loss and the non-controlling interests continue to
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Reference should be made to note 34) “Fair value of financial
instruments and sensitivity analysis” to the consolidated
financial statements for further details.

be presented separately as, to all effects, the non-controlling
interests have the right to access the profit or loss pertaining
to their investment.

The terms and expiry dates of the financial liabilities at 31
December 2017 and 31 December 2018 are shown below:

Nominal Expiry Total
Euro thousands Currency . 31 December
interest rate date 2017
Bonds
Total bonds -
Bank loans and borrowings:
Total bank loans and borrowings -
Other financial liabilities:
Market warrants Euro n.a. n.a. 12,500
Total other financial liabilities 12,500
TOTAL 12,500
Nominal Expiry Total
Euro thousands Currency . 31 December
interest rate date 2018
Bonds
bl?\y/ogj;; Ellzzgregsligl;'e:en|or Secured Notes due in 2024 issued Euro Euribor 3M + 3.50% 2024 455,000
Interest on bonds Euro n.a. 2021 3,937
Transaction costs Euro n.a. 2024 (13,617)
TOTAL bonds FRSSN 2024 - Guala Closures S.p.A. 445,320
Bank loans and borrowings:
Senior Revolving Credit Facility - Guala Closures S.p.A. EUR/ GBP| Euribor/Libor GBP 3M + 2.50% 2024 11,179
Transaction costs Euro n.a. 2024 (740)
Total Senior Revolving Credit Facility - Guala Closures S.p.A. 10,439
Other accrued expenses - Guala Closures S.p.A. Euro n.a. 2019 121
Yes Bank loan and bank overdraft Axiom Propack (India) INR 8.50% n.a. 3,785
Handlowy S.A. / Millennium S.A. bank overdraft (Poland) PLN Wibor 1M (*) n.a. 4,399
Banco de la Nacion Argentina loan (Chile) CLP 7.56% 2020 357
Bradesco / ITAU / Santander loans and bank overdraft (Brazil) BRL n.a. 2020 105
Advances on receivables and loans (Argentina) ARS n.a. n.a. 684
Banamex / Bancomer loan (Mexico) UsD n.a. 2023 7,942
TOTAL bank loans and borrowings 27,831
Other financial liabilities:
Market warrants Euro n.a. n.a. 4,338
Guala Closures S.p.A. finance leases Euro Euribor + 1.5% (**) 2020 5,526
Other companies finance leases Euro n.a. n.a. 568
Liabilities due to non-controlling interests Euro n.a. n.a. 18,500
TOTAL other financial liabilities 28,933
TOTAL 502,083

(*) Wibor stands for “Warsaw Inter-bank Bid and Offered Rate”

(**) Nominal interest rate on the property finance lease

The Senior Revolving Facility's availability at 31 December

2018 is shown in the table below:

Available amount (Euro Amount used at aRtesmuaI available amount
thousands) 31 December 2018 31 December 2018
Revolving Facility due 2024 80,000 11,179 68,821
Total 80,000 11,179 68,821
ANNUAL REPORT 2018

95




Notes to the consolidated financial statements

Guala Closures Group

(13) TRADE PAYABLES

The item includes:

Balances of
Guala
Closures

31 December | Group at the |31 December
2017 business 2018
combina-
tion date,
31/07/2018

Suppliers 4,490 70,242 70,895
Payments on account - 718 436
Total 4,490 70,960 71,331

(Euro thousands)

At 31 December 2018, trade payables may be analysed by
original currency as follows:

Other
Euro thousands | Euro usD GBP curren- | Total
cies
Trade payables 38,185 4,922 9,065| 19,158 | 71,331

Other currencies include trade payables in the following
local currencies:

(Euro thousands) 31 December 2018
Indian rupee 3,803
Polish zloty 3,241
Australian dollar 2,673
Mexican peso 1,729
South African rand 1,597
Ukrainian hryvnia 1,590
Argentinian peso 1,554
Chinese renminbi 675
Bulgarian lev 590
Brazilian real 538
Chilean peso 435
Other 735
Total 19,158

(14) PROVISIONS

This item is as follows:
CURRENT PROVISIONS:

Euro thousands 31 December |31 December
2017 2018

Provision for contingencies - 710

Provision for return - 409

Provision for restructuring - 402

Total current provisions - 1,521

The provision for current risks refers to tax matters for
pre-merger Guala Closures relating to the period 2015-
2016. Although Guala Closures S.p.A. (the entity resulting
from the inverse merger of GCL Special Closures S.r.l. into
Guala Closures S.p.A. in 2012) believes that it has been in
full compliance with all laws and regulations applicable at

that time, it agreed to a settlement to resolve the dispute
with the Italian Tax Authority. Consequently, in 2018, for the
years 2013-2014, the Company paid Euro 0.8 million, with
Euro 0.7 million remaining in the provision for risks, to be
paid in 2019, for the remaining years 2015-2016.

The provision for returns refers to the valuation of cus-
tomer disputes currently in progress and is calculated on
the basis of negotiations in progress with customers as at
the reporting date.

The company restructuring operations refer to the rationa-
lisation of production of Guala Closures UK Ltd in Glasgow,
which started in the first quarter 2018, envisaging the
transfer of plants and machinery from the secondary site
of Broomhill to the principal site of Kirkintilloch. Completion
of this process is expected to take place in 2019 and the
amount of provisions is calculated considering the costs of
terminating the existing contracts and employee benefits
on the basis of the contractual conditions.

Changes in the provisions are as follows:
CURRENT PROVISIONS:

Euro thousands 2018
Opening current provisions -
Business combination 2,414
Exchange losses 2
Allowance of the year 299
Utilisation (1,194)
Closing current provisions 1,521

Use of the current portion of the provisions mainly refer to
the use of the provision for risks and the company restruc-
turing provision.

NON-CURRENT PROVISIONS:

Euro thousands 31 December |31 December
2017 2018
Provision for legal disputes - 112
Provision for agents’ termination
indemnity B 140
Total non-current provisions - 252
Changes in the provisions are as follows:
NON-CURRENT PROVISIONS:
Euro thousands 2018
Opening non-current provisions -
Business combination 250
Exchange gains (1)
Allowance of the year 3
Utilisation (1)
Closing non-current provisions 252
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(15) FINANCIAL DERIVATIVE LIABILITIES

This item includes:

31 December |31 December

Euro thousands 2017 2018
Fair value of interest rate swaps - 58
Total - 58

The main features of the contracts in place at 31 December
2018 are summarized below:

Interest rate swaps

Guala Closures S.p.A. has two interest rate swaps in place
to hedge floating interest rates on the property finance
lease as listed below:

A. Euro interest rate swap of 07 March 2006 stipulated
with Intesa Sanpaolo S.p.A. with final maturity 01 July
2019. It has a fixed exchange rate of 3.945% against
the 1-month variable Euribor on a reference notional
value as at 31 December 2018 of Euro 1,371 thousand.

B. Eurointerest rate swap of 07 March 2006 stipulated with
Unicredit Banca d'Impresa S.p.A. with final maturity 01
July 2019. It has a fixed exchange rate of 3.960% against
the 1-month variable Euribor on a reference notional
value as at 31 December 2017 of Euro 1,371 thousand.

These derivatives meet the formal requirements of IFRS
9 as at 31 December 2018 and have been recognized as
hedging instruments.

(16) OTHER CURRENT LIABILITIES

This item is as follows:

(17) EMPLOYEE BENEFITS

The item is as follows:

Balances of

Guala Closures
(Euro thou- 31 December Group at the 31 December
sands) 2017 business com- |2018

bination date,

31/07/2018
TFR - Guala
Closures S.p.A. 4,026 3,958
Other 2,549 2,503
Total - 6,574 6,461

Changes in Employee benefits are as follows:

31 December | 31 December
2017 2018
1 January 2018 -
Business combination 6,574
Exchange gains (23)
Change recognized in profit or loss 509
- personnel expense
Change recognized in profit or loss 3
- other (income)/expense
Change recognized in OCI 160
Transfer in (out) 40
Benefits paid (803)
Balance at 31 December - 6,461

The liability for post-employment benefits (“TFR" — Tratta-
mento di fine rapporto) primarily relates to Italian companies
(Guala Closures S.p.A. mainly) for employee termination,
determined using actuarial techniques and regulated by
Article 2120 of the Italian Civil Code. The benefit is paid
when the employee leaves the company as a lump sum, the
amount of which corresponds to the total benefits accrued
during the employees’ service period based on payroll costs

as revalued until their departure. Following the pension
31 Decem- |31 July 31 Decem- . .
Euro thousands ber2017 | 2018 ber 2018 reform, from 1 January 2007, accruing benefits have been
Payables to employees B 10523 9325 transferred to a pension fund or a treasury fund held by the
Payables for capital expen- Italian administration for post-retirement benefits (INPS).
: - 5,040 5,564 . . .
diture Companies with less than 50 employees, can continue the
Social security charges ) 2407 3588 scheme as in previous years. Therefore, contributions of
payable - future TFR to pension funds or the INPS treasury fund entails
Payables for dividends - 3,887 3,736 that these amounts will be treated as a defined contribution
Payable for transaction costs scheme. Amounts vested before 1 January 2007 continue to
on Guala Closures S.p.A. - - 718 . .
bond 2024 be accounted for as defined benefits to be assessed based
Payables for non-recurring on actuarial assumptions.
costs linked to the listing - 6,248 3,181
process
Other payables 53 4,986 8,668
Total 53 33,091 34,779
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Changes in post-employment benefits and the main as-
sumptions used in their measurement are detailed below:

ring plan in 2008, the amount of the contribution holiday is
zero and, therefore, the fund surplus has not been booked.
In addition, the Group did not have contingent liabilities at

Actuarial parameter baseline:

31 December 2018
Average inflation rate 1.50% p.a.
Discount rate 1.13% p.a.
Annue_ll rate of increase in post-employment 2.625% pa.
benefits

For valuations at 31 December 2018, an annual fixed dis-
count rate of 1.13% was utilized based on the value of Iboxx
indexes AA corporate bonds observed at 31 December 2018,
as per the requirements of IAS 19.

The Group expects to pay around Euro 1.5 million of benefits
to its defined benefit plan in 2019 described above.

Sensitivity analysis:

Reasonably possible changes at the reporting date to one
of the relevant actuarial assumptions, assuming the other
variables do not change, would have affected Guala Closures
S.p.A!s post-employment benefits at 31 December 2018 by
the amounts shown below:

Defined benefit obligation

Euro thousands Increase Decrease
Turnover rate (1% movement) (19) 21
Average inflation rate (0.25% 49 8)
movement)

Discount rate (0.25% movement) (77) 80

Although the analysis does not take account of the full
distribution of cash flows expected under the plan, it does
provide an approximation of the sensitivity of the assump-
tions shown.

Guala Closures UK has a defined benefit pension plan un-
der which the employees of the former Metalclosures Ltd.
have the right to a pension. This plan has a surplus at 31
December 2018 (i.e,, the fair value of the plan assets is higher
than the present value of the defined benefit obligation). In
application of IAS 19 and IFRIC 14, the portion of the surplus
that can be booked must be less than the benefits available
in the form of reimbursements or the contribution holiday:
following completion of the West Bromwich site restructu-

Euro thousands 3;1D7ecember 2;&‘*“""’” 31 December 2018 as the fund covers the present value of

Balance at 1 January its future obligations with its plan assets.

Business combination 4,035 For disclosure purposes, the amounts of the fund obligations

Change recognized in profit or loss - 541 and plan assets, as well as the baseline actuarial parameters

personnel expense used for their calculation, are shown below:

Changg recognized in profit or loss - 20

other (income)/expense Euro thousands 31 December |31 December

Change recognized in OCI (52) 2017 2018

Benefits paid (586) Present value of the obligations (64,842)

Balance at 31 December - 3,958 Fair value of plan assets 78,136
Total - 13,294

Below are changes to the items of the pension fund of
Guala Closures UK Ltd.. For representation purposes, the
change is indicated as though the merger of Space4 and
Guala Closures S.p.A. had taken place at the start of 2018.

Changes in the net amount of the fund:

Euro thousands 31 December |31 December
2017 2018

Balance at 1 January 16,829
Exchange losses (100)
Service cost (674)
glatteicr)ist on defined benefit obli- (1,631)
Interest on plan assets 2,045
Scheme administration expenses (235)
Actuarial gains (2,940)
Balance at 31 December - 13,294

Changes in the present value of the obligations:

31 December |31 December

Euro thousandds 2017 2018

Balance at 1 January (68,004)
Exchange gains 562
Service cost (674)
Inte_rest on defined benefit obli- (1,631)
gation

Contribution by plan participants (3)
Benefits paid 3,251
Actuarial gains 1,657
Balance at 31 December - (64,842)

Changes in the fair value of plan assets:

Euro thousands 31 December |31 December
2017 2018

Balance at 1 January 84,833
Exchange losses (662)
Interest on plan assets 2,045
Scheme administration expenses (235)
Contribution by plan participants 3
Benefits paid (3,251)
Actuarial losses (4,597)
Balance at 31 December - 78,136
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Plan assets comprise (major categories of plan assets as a
percentage of the total plan assets):

31 December
2018

31 December
2017

Share
Bonds
Gilts
Cash

12%
35%
53%

0%

All equities and government bonds have listed prices in
active markets.

Actuarial parameter baseline:

31 December | 31 December
2017 2018
Salary growth rate 4.00% p.a.
Rate of increase in pensions pro- 3.00%pa.
vided (average)
Average inflation rate 3.20% p.a.
Discount rate 2.65%p.a.

The Group does not expect to pay any further contributions
in 2018 in relation to these defined benefit obligations.

Sensitivity analysis:

Reasonably possible changes at the reporting date to one
of the relevant actuarial assumptions, assuming the other
variables do not change, would have affected Guala Closures
UK’s defined benefit pension plan at 31 December 2018 by
the amounts shown below:

In:epszcrftovllue Effects on the
Thousands of Euros P . fair value of plan

of the obliga-

. assets:

tions
Life expectancy (+ 1 year) (2,820) -
Average inflation rate (-0.1% p.a.) 262 -
Discount rate (+0.1% p.a.) 922 -

Although the analysis does not take account of the full
distribution of cash flows expected under the plan, it does
provide an approximation of the sensitivity of the assump-
tions shown.

(18) EQUITY ATTRIBUTABLE TO THE OWNERS
OF THE PARENT

At 31 December 2018, Guala Closures S.p.A. is a company
limited by shares whose ordinary shares and market warrants
have been traded on the Italian Stock Exchange (Mercato
Telematico Azioniario) organized and managed by Borsa
Italiana S.p.A., within the Star Segment, since 6 August 2018.

At its incorporation date (19 September 2017), the Company's
share capital of Euro 100,000 consisted of 10,000 ordinary
shares without a nominal amount all held by Space Holding S.r.l.

During their extraordinary meeting of 26 September 2017,
the shareholders resolved to convert all the 10,000 ordinary
shares into special shares at conditions and effective from
the date on which trading of the ordinary shares started on
the investment vehicles section of the Italian stock exchange.

The shareholders approved a capital increase against payment
in their meeting of 16 November 2017, with the issue of a
maximum of 50,000,000 ordinary shares without a nominal
amount for a total amount of Euro 500,000,000, including
the share premium. The subscription price paid of Euro 10
per share was assigned as follows: Euro 1 for the shares’
implicit carrying amount and Euro 9 to the share premium
reserve. Every ten ordinary shares subscribed received four
Space4 S.p.A. market warrants. Two of four these warrants
were immediately traded on the investment vehicles section
of the Italian stock exchange separately from the shares
starting from the date on which the shares began to be
traded. The right to receive the other two warrants is built
into the shares and they are attached until the effective
date of the Relevant Transaction.

The share premium reserve, set up with the capital increase
that took place at the listing date, includes Euro 6,000,000
for the 10,000,000 market warrants that have been traded
separately from the ordinary shares since the listing date
with an initial subscription price of Euro 0.60 each.

On the same date 16 November 2017, the shareholders
resolved to increase the share capital against payment in
their extraordinary meeting solely for Space Holding S.r.l.
(Space4's promoter) for a total of Euro 12,400,000, including
the share premium, by issuing a maximum of 1,240,000
special shares. The subscription price of each special share
paid of Euro 10 was assigned as follows: Euro 1 for the
shares’ implicit carrying amount and Euro 9 to the share
premium reserve. Two Space4 S.p.A. sponsor warrants were
attached to each share subscribed. The automatic conversion
during the listing of the 10,000 ordinary shares into special
shares involved the assignment of 20,000 Space4 S.p.A.
sponsor warrants.

The above resolutions led to the actual subscription and
payment of the shares during the placing on the market.

Finally, the shareholders resolved to increase the share capital:
(i) by a maximum of Euro 465,116.30 to cover the exercise
of 20,000,000 Space4 S.p.A. market warrants through the
issue of a maximum of 4,651,163 ordinary shares without
a nominal amount at a price of Euro 0.10 each, allocated to
their implicit carrying amount; (i) by a maximum, including
the share premium, of Euro 32,500,000 to cover the exercise
of 2,500,000 Space4 S.p.A. sponsor warrants by issuing a
maximum of 2,500,000 ordinary shares without a nominal
amount at a price of Euro 13, with Euro 1 for the implicit
carrying amount and Euro 12 for the share premium.

When the ordinary shares were placed on the market and
the capital increase took place, the Company set up a re-
serve for capital increase costs of Euro 4,677,128, which
covers both the start-up costs and the cost of listing the
company on the investment vehicles section of the Italian
stock exchange. The reserve also includes the commissions
agreed with the banks for the placement (Euro 4,000,000).
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The period during which the right of first refusal could be
exercised ended on 18 July 2018. It covered 6,378,568 Space
ordinary shares for which the withdrawal right was exercised.
The Company's shareholders exercised their first-refusal and
pre-emptive rights acquiring a total of 1,700,884 shares for
which the withdrawal right was exercised, while Peninsula
and Quaestio, under the back-stop agreements, acquired
1,514,692 shares for which the withdrawal right was exer-
cised. Therefore, the Company purchased the remaining
3,162,992 shares for which the withdrawal right had been
exercised, equal to 6.33% of Spaces4's ordinary share capital
for Euro 31,323,110 and subsequently cancelled them.

Finally, on 6 August, Guala Closures' first trading day on the
STAR segment, Guala Closures was merged into Space4. The
merger became effective for statutory, accounting and tax
purposes as of this date. On this date, the following took place:

= cancellation of all the ordinary and class B Guala Closures
shares, making up its entire share capital at the merger
effective date;

= allocation of ordinary shares with the same characteristics
as the ordinary Space4 shares to the holders of Guala
Closures shares other than Spaces4 at the merger effective
date using an exchange ratio of 0.675381 Space4 shares
to every one Guala Closures share;

» allocation of 9,367,393 market warrants (the residual two
market warrants every ten ordinary shares held) to the
holders of ordinary Space4 shares;

= cancellation of all Guala Closures Management Warrants
outstanding at the merger effective date and allocation of
1,000,000 newly issued Space4 warrants with the same
characteristics as Space4 sponsor warrants;

= a Euro 17,567 thousand capital increase to serve the
merger to be subscribed by GCL Holdings S.C.A., PIl G
S.a.rland Quaestio Capital SGR;

= conversion of the first instalment of special Space4 shares
(437,500 or 35% of the total number of special Space4
shares) into 1,968,750 post-merger Guala Closures shares.

Therefore, at 31 December 2018, Guala Closures S.p.A. has
subscribed and paid-up share capital of Euro 68,907 thou-
sand, consisting of 67,184,904 shares, of which 62,049,966
ordinary shares, 4,322,438 class B multiple-vote shares
and 812,500 class C shares with no voting rights. Similarly,
19,367,393 market warrants, 2,500,000 sponsor warrants
and 1,000,000 Management Warrants are outstanding.

Reference should be made to the statement of changes in
equity for changes in, and details of, the components of equity.

The special shares to which, upon issue, 2,500,000 sponsor
warrants have been attached, have the same rights as the
ordinary shares, with the sole exception of the following:

= they do not have voting rights at ordinary and extraordinary
shareholders’ meetings;

» they do not have the right to dividends approved as or-
dinary dividends;

= they cannot be transferred until the last day of the twelfth

month after the Relevant Transaction and, should the
Relevant Transaction not take place, for the maximum
duration of the company as established by article 4 of the
by-laws except for (i) those transferred to the withdrawing
shareholders of Space Holding after the liquidation proce-
dure as payment in kind for the sale of their investment; and
(i) those transferred to the beneficiary of a proportionate
demerger of Space Holding S.r.l;

= if the Company is dissolved, they give the right to their
voters to be paid their stake of liquidation equity after the
ordinary shareholders;

= they give the right to receive two sponsor warrants for
every special share issued;

= when certain conditions are met, the special shares are
automatically converted into ordinary shares, at the ratio
of 4.5 ordinary shares for each special share, without the
need for their holders to express their intention to convert
and without any change to be made to the amount of
share capital, provided that the conversion will decrease
the implicit carrying amount of ordinary shares.

The sponsor warrants attached to the special shares and
assigned free of charge in the ratio of two warrants for
every special share subscribed are not traded on the Italian
regulated stock market or abroad.

Each sponsor warrant gives its holder the right to subscribe
an exchange share if the share’s official price is equal to
or higher than Euro 13 for at least one day in the exercise
period, which is the period between the first trading date
after the Relevant Transaction'’s effective date and the tenth
anniversary of this date.

Furthermore, on the date the merger became effective,
1,000,000 Management Warrants were issued. They can
be exercised as of this date and will entitle holders to one
Management Warrant share for every exchangeable ma-
nagement warrant, provided that the post-merger Guala
Closures share’s official price is equal to or higher than Euro
13 for at least one day in the exercise period, and against
payment of a subscription price per share of Euro 13.

Warrants that have not been exercised at the end of this
period irrevocably become ineffective and are taken to have
been extinguished as explained in the related regulations
to which reference is made.

At 31 December 2018, equity comprises unavailable reserves
for market warrants of Euro 19,367 thousand, of which Euro
6,000 thousand was recognized as a decrease in the share
premium reserve following the capital increase which took
place on 21 December 2017 and the concurrent allocation
of 10,000 thousand market warrants, and Euro 9,367 thou-
sand was taken as a reduction of other reserves, following
the allocation of the residual 9,367,393 market warrants
upon listing and the concurrent merger on 6 August 2018
(measured at Euro 1.00 per market warrant on the base
of their price on the stock exchange as at 6 August 2018).

Except for the 3,162,992 shares for which the withdrawal
right was exercised, equal to 6.33% of Guala Closures S.p.A’s
ordinary share capital, which were acquired by the company
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and subsequently cancelled, the company does not hold
treasury shares or shares of its subsidiaries, either directly
or through trustees or nominees.

The Group's objectives in capital management are to create
value for shareholders, safeguard the Group's future and to
support its development.

The Group thus seeks to maintain a sufficient level of ca-
pitalization, while giving shareholders satisfactory returns
and ensuring the Group has access to external sources of
financing at acceptable terms, including via maintaining an
adequate rating.

The Group monitors the debt/equity ratio on an ongoing
basis, particularly in terms of net indebtedness and cash
flows generated by operating activities.

The Board of Directors carefully monitors the balance between
greater returns through the right level of indebtedness and
the advantages of a sound financial position.

To achieve these objectives, the Group strives to continuously
make its operations more profitable.

The Board of Directors monitors the return on share capital,
being total equity pertaining to owners of the parent, exclu-
ding non-controlling interests, and the amount of dividends
to be distributed to holders of ordinary shares.

On the basis of the available information, published by
CONSOB, with update as at 31 December 2018, the main
shareholders in the parent are:

= GCL Holdings S.C.A. which holds 24.276% of the voting
capital;

= PIl G S.arl, which holds 8.816% of the voting capital;

» GCL Holdings LP S.ar.l. which holds 5.634% of the voting
capital;

(19) EQUITY ATTRIBUTABLE TO
NON-CONTROLLING INTERESTS

Equity attributable to non-controlling interests relates to
the following consolidated companies:

101

Balances of
% Non-con- % Non-con- Guala Closures
trolling * No.n-cFm- trolling Balance at Group Balance at
interests 31 trolling inter- interests 31 31 December | at the 31 December
December ;:?831 July December 2017 business com- 2018
2017 2018 bination date
31/07/2018
Guala Closures Ukraine LLC 30.0% 30.0% 8,983 9,359
Guala Closures India Pvt Ltd. CONS 5.0% 5.0% 2,102 2,132
Guala Closures de Colombia Ltda 6.8% 6.8% 437 473
Guala Closures Bulgaria A.D. CONS 30.0% 30.0% 2,025 2,157
Guala Closures DGS Poland S.A. 30.0% 30.0% 9,755 10,961
Guala Closures France SAS 30.0% 30.0% 110 87
Total - 23,412 25,168
For the changes in equity attributable to non-controlling
interests refer to the consolidated statement of changes
in equity.
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The following tables summarise the information relating
to each of the Group's subsidiaries that have material
non-controlling interests, before any intra-group eliminations:

31 December 2018 Carrying amount
GualaClo- | G a1a clo- | G421 Guala Clo- | 4por individu-
sures Closures sures India . . Intra-group
Euro thousand sures . ally immaterial P Total
DGS Poland Ukraine LLC Bulgaria Put Ltd. subsidiaries eliminations
S.A. A.D. CONS "
Non-controlling interests percentage 30% 30% 30% 5%
Non-current assets 28,605 13,729 2,846 34,804
Current assets 39,134 26,674 5,755 24,520
Non-current liabilities (2,799) - (107) (1,957)
Current liabilities (28,405) (9,207) (1,305) (14,733)
Equity 36,535 31,195 7,190 42,634
Non-controlling interests 10,961 9,359 2,157 2,132 560 25,168
Tota_l revenue (third parties + related 84,530 56,865 9,768 73,074
parties)
Profit for the period 5,041 5,155 472 3,489
Other comprehensive income/(expense) (191) (30) - 409
[(e]@))
Total comprehensive income 4,850 5,125 472 3,898
Proflt allocated to non-controlling 1262 1,284 134 174 60 2,915
interests
OCl allocated to non-controlling interests (57) (9) - 20 46 (0)
Totall corp?rehenswe income allocated 1,205 1,275 134 195 106 ) 2,915
to minorities
Cash flows from operating activities 2,990 5,922 1,402 10,258
Cash flows used in investing activities (2,007) (2,211) (35) (1,904)
Cash flows used in financing activities
(including dividends to NCI) (12) (3,067) (5) (3,475)
Net increase (decrease) in cash and 972 645 1,361 4,879
cash equivalents
!3|V|dends paid to non-controlling B 941 B 158 35 1,134
interests

CONSOLIDATED STATEMENT OF PROFIT The table below illustrates net revenue by product type:

OR LOSS AND OTHER COM pREHENSI\IE Euro thousands 2017 2018
INCOM E Safety closures - 102,806
Luxury closures (decorative) - 11,459
Wine closures - 38,853
Pharma closures - 3,352
Roll-on closures (standard) - 69,719
PET - 977
The table below shows a breakdown of net revenue by Other revenue . 10.253
geographical location: Total -l 237419
Euro thousands 2017 2018
Europe -1 131,613 The table below illustrates net revenue by outlet market:
Asia - 33,595
Latin and North America - 46,566 Eurc? thousands 2017 2018
Oceania : 17.787 Splrlts closures - 156,696
Africa : 7857 Wine closuresl . - 38,853
Total ; 237,419 Closures for oil and vinegar - 4,616
Pharma closures - 3,352
Closures for other markets - 22,672
PET - 977
Other revenue - 10,253
Total - 237,419
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(21) OTHER OPERATING INCOME

This caption includes:

Euro thousands 2017 2018

Sundry recoveries/repayments 1,721
Gains on sale of fixed assets 122
SLEEII?SS)envmg from the acquisition of 3,465
Other 526
Total - 5,833

(22) INTERNAL WORK CAPITALIZED

This caption amounts to Euro 2,789 thousand as at 31
December 2018 and includes Euro 351 thousand of capita-
lized development expenditure and Euro 2,439 thousand of
maintenance carried out on property, plant and equipment.

(23) COSTS FOR RAW MATERIALS

This caption includes:

Euro thousands 2017 2018

Raw materials and supplies 88,806
Packaging 4,386
Consumables and maintenance 2,297
Fuels 202
Other purchases 1,227
Change in inventories 6,029
Total - 102,946

(24) COSTS FOR SERVICES

This caption includes:

As at 31 December 2018, this item also includes Euro 1,239
thousand related to the consultancy service provided by
Space Holdings S.r.l. for the period from 1 January 2018
to 6 August 2018, as per contract dated 27 September
2017, then amended on 16 November 2017, and from 07
August 2018 to 31 December 2018, as per contract dated
18 December 2018 and Euro 40 thousand related to the
consultancy service provided by TAN Advisory S.r.l., the
management company of the TAN Group, 100% controlled by
Tan Holdings S.r.l., which, in turn, is held by Filippo Giovannini
for a direct investment of 11.49% and an indirect investment
through Tan International S.r.l. of 5.24%; in addition to this
Tan Advisory S.r.l. is a direct subsidiary for 5.83% of SWAN
S.r.l, a company held entirely by the Giovannini family and
in which Marco Giovannini exercises legal control, with 52%
of the share capital.

Details of fees paid to the key management personnel are
provided in note 35) Related party transactions.

(25) PERSONNEL EXPENSE

This caption includes:

Euro thousands 2017 2018

Wages and salaries 2 33,304
Social security contributions 0 5,563
Expense from defined benefit plans 651
Expense from defined contribution plans 27
Other costs 1,684
Total 2 41,229

Details of fees paid to the key management personnel are
provided in note 35) Related party transactions.

At 31 December 2018, the Group had the following number
of employees:

Euro thousands 2017 2018 Number 31 December 2018
Electricity / Heating 9,833 Blue collars 3,485
Transport 9,442 White collars 1,023
External processing 2,571 Managers 239
External labour / porterage 2,714 Total 4,747
Sundry industrial services 2,285
Maintenance 2,145
Travel 2013
Insurance 1,101
Legal and consulting fees 91 10,849 This caption includes:
Directors' fees 618
Administrative services 9 2,534 Euro thousands 2017 2018
Cleaning service 442 Rent and leases 2,221
Technical assistance 677 Taxes and duties 897
Commissions 417 Other costs for the use of third party assets 498
Entertainment expenses 403 Provisions for doubtful debt 303
Telephone costs 271 Other charges 833
Security 201 Total - 4,753
Advertising services 309
Commercial services 103
Expos and trade fairs 165 The item Provisions for write-downs includes € 72 thousand
Other 2 581 relating to losses due to impairment of trade receivables.
Total 102 49,672
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(27) FINANCIAL INCOME

This caption includes:

(29) INCOME AND EXPENSES ON FINANCIAL
ASSETS/LIABILITIES

The following table shows income and expense on financial
assets/liabilities, specifying which are recognized in profit

Euro thousands 2017 2018 or loss and which directly in equity:
Exchange gains 2,049
Interest income 27 828 Euro th.ousa.nds - 2017 2018
Fair value of the market warrants 17,529 Recogmz'ed in profit or loss
Other financial income 1,004 Interest income 27 828
Total 27 21,410 Fair value gains of market warrants - 17,529
Exchange gains - 2,049
Other financial income - 1,004
Market warrants are listed instruments which are recognized Total financialincome 27 21,410
under current financial liabilities. The financial income related Interest expense on financial liabili- . (8,624)
o . . . ties measured at amortized cost
to their fair value refers to the change in the official price of
. . ) . Exchange losses - (7,569)
these instruments during the reporting period set by Borsa : :
. . . . . ) Fair value gains of market warrants (6,500) -
Italiana. A decrease in the official price generates financial —
. . it Its in th ducti £ th derlvi Other financial expense - (10,436)
Ifncomg ISII'n(I;e'I'It resufts in the reduction of the underlying Total financial expense (6,500) (26,629)
Inancial liability. " . . .
Net fmancnal expense recognized in (6,473) (5.219)
profit or loss
Recognized directly in equity in the
(28) FINANCIAL EXPENSE hedging reserve
Effective portion of fair value gains . 2
(losses) of cash flow hedge
This caption includes: Net change in fair value of cash flow
. . - 55
hedges reclassified to profit or loss
Euro thousands 2017 2018 Total recognized directly in equity - 57
Interest expense 8,624
Exchange losses 7,569
Financial expense on liability due to 1476 (30) INCOME TAXES
non-controlling interests
Non-recurring financial expense related to
the refi . 7,995 ) o
€ refinancing This caption includes:
Fair value of the market warrants 6,500 -
Other financial expense 965 Euro thousands 2017 2018
Total 6,500 26,629 Current taxes (8,718)
Deferred tax income 2,451
Total - (6,266)

Financial expense on liability due to non-controlling interests
in the company refers to the recognition of the increase in
the financial liability for these investors’ right to exercise
a put option if certain conditions are met. The liability was
determined by discounting the estimated value of the put
option at its expected time of exercise.

The non-recurring costs related to the extraordinary refi-
nancing amount to Euro 8.0 million in 2018 and refer to the
write-off of the unamortised transaction costs due to the
pre-merger Guala Closures Group's refinancing occurred on
1 August 2018 (early redemption of the existing Floating
Rate Senior Secured Notes due in 2021 and of the previous
Senior Revolving Facility due in 2021).

Market warrants are listed instruments which are recognized
under current financial liabilities. The financial income re-
lated to their fair value refers to the change in the official
price of these instruments during the reporting period set
by Borsa Italiana. An increase in the official price generates
financial expense since it results in the rise of the underlying
financial liability.

Deferred tax income in profit or loss does not reflect the
change in the corresponding captions of other items of
comprehensive income (OCI) due to the effect of transac-
tions recognized directly in equity (-Euro 14 thousand),
as described in the following table.

Changes in deferred tax liabilities recognized directly
in other items of comprehensive income (OCI)

31 De- |31De-
Euro thousands cember | cember
2017 2018
Change in deferred tax liabilities on fair value ) (14)
adjustments on cash flow hedges
Total - (14)
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Reconciliation between the theoretical and effective
tax charge

The difference between the theoretical and effective tax
charge is mainly related to the impact of the different tax
rates in foreign countries, non-taxable revenue and non-de-

(31) EXPLANATORY NOTES TO THE
CONSOLIDATED STATEMENT OF CASH FLOWS

The following is a reconciliation of liabilities arising from
financing activities for the year ended 31 December 2018:

ductible costs and the use of previous tax losses. Euro thousands Note
Total Debt at 1 January 2018 12,500
Euro thousands 2017 |2018 Derivative (assets)/liabilities and related at )
Profit before taxation (6,577) | 14,080 1January 2018
Income tax using Italian tax rate (2018: 24%) -1(3,379) To:al L|ab|l|t|2es1from financing activities 12,500
Effect of tax rates in foreign jurisdictions -| (574) act :'anft;arv *o 8
Non-deductible expenses -| (4,030) ash effect (*) -
. Proceeds from new borrowings and bonds 916,985
Tax exempt income - 322 5 b - T bond
Tax incentives : >89 epayment o]c florrovwlngs and bonds (1,019,028)
Current-year losses for which no deferred tax asset -1 (110) Repayment 9 NANCE jeases (1,000)
is recognized Interests paid (10,135)
Recognition and use of previously unrecognised tax Transaction costs paid for the issue of new (14,633)
losses -| 2769 debenture loans and revolving credit facility '
Changes in estimates related to prior years - 23 Non- Cash effect
Total increase -[(1,311) Changes in the clonslolidation scope 607,374 L
Effective tax 1 (4,690) (pre—merfg,er'('il'Ja aC osurgs Qroup)
RAP : 23) Assets (liabilities) for derivatives and
related Guala Closures Group as at the date 94
Other taxes -| (1,554) of acquisition
Total period tax - | (6,266) Issue of new market warrants 9,367
Fair value changes on Market Warrants (17,529)
o ) ) ) Interests and other financial expense 8,595 | 27-28
Guqla Closures S.p.A. partmpatgs in the national tax c.onso.h- Foreign exchange effect (581)
dation scheme pursuant to articles 117-128 of Presidential Fair value changes on derivatives (182)
decree no. 917 of 22 December 1986 with the subsidiary Fair value changes on liability due to
GCL Pharma S.r.l.. non-controlling interests 1477 12
. . . . Transaction costs amortization 8,988 12
Other taxes include the impairment on taxes paid abroad
. . . . Other changes (297)
for which there is no certainty about their recovery based — — —
. Total Liabilities from financing activities
on the forecast taxable income. at 31 December 2018 501,995
Derivative (assets)/liabilities and collateral (88)
at 31 December 2018
Total Debt at 31 December 2018 502,083

(*) In relation to Cash effect, reference should be made to the consolidated
statement of cash flows on page 62.
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(32) EARNINGS PER SHARE - BASIC AND
DILUTED

(33) NET FINANCIAL INDEBTEDNESS

Net financial indebtedness respectively at 31 December

Financial year ended 31 2017 and 31 December 2018 calculated in accordance with
December ESMA/2013/319 recommendations:
Euro thousands 2017 2018
Profit/(loss) for the period attributable to (6,577) 4 893 (in thousands of Euros) 31 December
the owners of the parent ' ' 2017 2018
Weighted average number of shares 5,288,462 | 56,638,673 A |Cash - -
Earnings per share (Euros) (1.24) 0.09 B | Other cash and cash equivalents 512,206 47,795
C | Securities held for trading - -
D |Cash (A+B+C) 512,206 47,795
Financial year ended 31 E |Current loan assets - 653
December F | Current bank loans and borrowings 0 12,695
Euro thousands 2017 2018 G Current portion of non-current indebt- o 5566
Profit/(loss) for the period attributable to 6577) 4898 edness '
the owners of the parent ' ! H | Other current loans and borrowings 0 2,685
.Weighted average number of outstand- 5534437 | 62,735,008 | Current financial indebtedness B 20,946
ing shares (including warrants) (F+G+H)
Earnings/(loss) per share - diluted (in (1.19) 0.08 ] Net current financial indebtedness (512,206) (27,502)
Euros) (I-E-D)
K Non—current bank loans and borrow- 0 13,506
ings
On 31 December 2018 the base earnings per share amounted L |Bonds issued 0] 441,383
to Euro 0,09 (as compared with (1.24) as at 31 December M_| Other non-current liabilities 0 21,910
2017), while the quarterly net operating result per diluted :"'(‘1’:_'::"')’9“‘ financial indebtedness o| 476,799
share was 0.08 (as compared with (1.19) at 31 December et fi A indebred
. . o . et financial indebtedness as per
2017). The diluted earning was calculated considering, in 0] ESMA's recommendation (J+N) (512,206) | 449,297

addition to the ordinary shares outstanding, also the maxi-
mum potential ordinary shares deriving from the possible
conversion of:

= n. 19,367,393 market warrants outstanding,
= n. 2,500,000 outstanding sponsor warrants,
= n. 1,000,000 management warrants outstanding,

» n. 812,500 outstanding special shares.

The Group monitors the performance of its financial inde-
btedness using a parameter which includes the amounts
shown in the above table, non-current financial assets and
the market value of the market warrants, recognised under
current financial liabilities.

In the annex to the Directors’ report, the Group provides a
breakdown of net financial indebtedness, including non-cur-
rent financial assets and the market value of the market
warrants, recognised under current financial liabilities.

The table below shows the reconciliation of the total net
financial indebtedness shown in the annex A) to the Direc-
tors' report and the structure of net financial indebtedness
as per the ESMA's recommendation:

31 December
(Euro thousands) 2017 2018
0 Net financial |r_1debtedness as per ESMA's (512,206)| 449,297
recommendation
P | Non-current financial assets - (273)
Q | Market warrants 12,500 4,338
Total net financial indebtedness
R | (0-P+q) (499,706) | 453,362

The change in net financial indebtedness at 31 December
2018 compared to 31 December 2017 is mainly due to the
cash flows used to finance the purchase of the investment
in Guala Closures Group, the withdrawal of a number of
previous shareholders and the inclusion of the debt of the
acquired group.
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OTHER INFORMATION

(34) FAIR VALUE OF FINANCIAL INSTRUMENTS
AND SENSITIVITY ANALYSIS

a. Accounting classifications and fair values

The following table shows the carrying amounts and fair
values of financial assets and financial liabilities, including
their levels in the fair value hierarchy, as at 31 December
2018. They do not include fair value information for financial
assets and financial liabilities not measured at fair value
as their carrying amount is a reasonable approximation
of fair value. There were no movements from one level to
anotherin 2018.

31 December 2017 Carrying amount Fair value
Finan-
. cial Other
Designated Fair value - | assets financial
Euro thousands Note g hedging in- | at am- - Total Level 1 |Level2 |Level3 |Total
at FVTPL . liabili-
struments | ortised .
ties
cost

Financial assets not measured at fair

value (*)

Cash and cash equivalents 5 512,206 512,206 -
- -| 512,206 -| 512,206 - - - -

Financial liabilities measured at fair

value

Market warrants (12,500) | (12,500) | (12,500)

(12,500) | (12,500) | (12,500) - - -

Financial liabilities not measured at
fair value (*)

Trade payables 13 (4,490) | (4,490)
(4,490) | (4,490) - - - -

(*) There has been no disclosure of the fair values of some financial instruments
such as Cash and cash equivalents and trade payables, because their carrying
amounts are a reasonable approximation of fair values.
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31 December 2018 Carrying amount Fair value
Loans
Fair value |and re-
Designated | - hedging | ceivables cher .
Note . financial | Total Level 1 | Level 2 Level 3 Total
at FUTPL instru- atam- s
ments ortised liabilities
Euro thousands cost
Financial assets measured at fair
value
tlf:dr:\r/;tlves on exchanges used for B 146 146 146 146
146 - - - 146 - 146 - 146
Financial assets not measured at
fair value (*)
Trade receivables 6 102,805 102,805 -
Financial assets 926 926 926 926
Cash and cash equivalents 5 47,795 47,795 -
- -| 151,526 -| 151,526 - 926 - 926
Financial liabilities measured at
fair value
r:r;’(cjegriizc rate swaps used for (58) (58) (58) (58)
Market warrants (4,338) (4,338) | (4,338) (4,338)
Putoption on non- controlling 12| (18,500) (18,500) (18,500)| (18,500)
interest
(18,500) (58) - (4,338) | (22,897) | (4,338) (58) | (18,500)| (22,897)
Financial liabilities not measured
at
fair value (*)
Bank overdraft 12 (8184) |  (8,184) (8,184) (8,184)
Secured bank loans 12 (19,186) | (19,186) (19,489) (19,489)
Unsecured bank loans 12 (461) (461) (461) (461)
Secured bond issues 12 (445,320) | (445,320) (463,777) (463,777)
Finance lease liabilities 12 (6,095) (6,095) (6,062) (6,062)
Trade payables 13 (71,331)| (71,331) - -
- - -|(550,576) | (550,576) -| (497,973) -| (497,973)

(*) The Group has not disclosed the fair values of some financial instruments
such as Cash and cash equivalents, trade receivables, financial assets and trade
payables, because their carrying amounts are a reasonable approximation of
fair values.

b. Measurement of fair values

i.  Valuation techniques and significant unobservable inputs

The market warrants are measured at fair value through
profit or loss and classified under other financial liabilities.
Fair value is calculated based on the market price at period
end, considering the price of the STAR segment of the stock
exchange, ISIN: ITO005311813.

Therefore, the following changes in fair value could signifi-
cantly affect the Company'’s performance:

= arise in the market warrants’ fair values could lead to an
increase in the Company’s liabilities and financial expense;

» areduction in the market warrants' fair values could lead
to a decrease in the company'’s liabilities and an increase
in financial income.

These financial income and expense are accounting changes
that do not lead to cash inflows or outflows.

The following tables show the valuation techniques used
in measuring Level 2 and Level 3 fair values, as well as the
significant unobservable inputs used.
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Financial instruments measured at fair value

Type

Valuation technique

Significant unobservable inputs

Inter-relationship between signif-
icant unobservable inputs and fair
value measurement

Put option on non-controlling
interests

Discounted cash flows:

The fair value is determined
considering the expected amount,
capitalised as at the period date
net of expected dividend return,
discounted to present value using
a risk-adjusted discount rate. The
amount envisaged is calculated
taking into account the fair value
of the subsidiary or shareholders’
equity on the basis of the under-
lying contractual agreements with
minority shareholders.

= EBITDA expected for 2019-2021
and expected cash flows over the
period;

= Net financial position as at the
reporting date;

Discounting rate (risk-free specific to
the country in which the subsidiary
operates) net of the expected return
on dividends (on the basis of the
historic average of distribution of
dividends of the subsidiary);

inflation data on the Ukraine and
the USA, used to determine the
risk-free rates of the Ukraine

Specific discounting rate of the
country in which the subsidiary
operates, adjusted for the risk factor
of the Group's credit

Expected date of put option exercise

The estimated fair value would
increase if:
= the EBITDA was higher

= the net financial position was higher

» the risk-free rate of the reference
country decreased

= the expected return on dividends
decreased

= the spread on the inflation rate
between the Ukraine and the USA
increased

» the risk-adjusted discount rate
was lower

= the expected date of put option was
exercised early

Forward interest rate swaps and
forward currency contracts

Market comparison technique:

The fair values are based on broker
evaluations. Similar contracts are
traded in an active market and the
quotes reflect the actual transac-
tions of similar instruments.

Not applicable.

Not applicable.

Even though secured bonds issues are quoted on the OTC
market like Euro-MTF in Luxembourg, no relevant trans-
action were recorded during the year and so such financial
instrument was classified as level 2.

Financial instruments not measured at fair value

Type

Valuation technique

Significant unobserv-
able inputs

Secured bond
issues

Finance lease
liabilities
Financial assets

Discounted cash flows

Not applicable.

ii. Level 3 fair values

Reconciliation of Level 3 fair values

Level 3 fair values at the date of the business combination
and at the reporting date are shown below.

Euro thousands

2017 2018

bination

Amount at the date of the business com-

17,023

value (unrealised)

(Profit)/ loss included in “(financial income)
/ financial expense"- Net change in fair

1,476

Balance at 31 December 2018

18,500
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Sensitivity analysis

For the fair value of the put option on non-controlling inte-
rests, reasonably possible changes at 31 December 2018
to one of the significant unobservable inputs, by keeping
other inputs constant, would have had the following effects:

Increase/ Favourable/
(decrease) (unfavour-
in unobserv- | able) effect
able on the period
Euro thousands inputs result
Risk-adjusted discount rate 1% 282
(1%) (338)
Expected date of put option exercise + 1 year 362
- 1 year (515)

iii. Financial risk management

The Group is exposed to the following risks as a result of
its operations:

» credit risk;

liquidity risk;

interest rate risk;

= currency risk;

other price risk.

Guala Closures S.p.A!s Board of Directors has overall res-
ponsibility for establishing and monitoring a risk management
system for the Group.

The proxy system ensures that the risk management gui-
delines are implemented and regularly monitored.

The finance department is responsible for the monitoring
and, in carrying out such activities, it uses information ge-
nerated by the internal control system.

Credit risk

This is the risk that a customer or the counterparty to a
financial instrument is unable to meet an obligation, leading
to a financial loss. These risks arise mainly in relation to
trade receivables and financial investments.

The Group's exposure to credit risk depends largely on each
customer’s specific characteristics. The demographics of the
Group's customer portfolio, including the segment insolvency
risk and the country risk, have an impact on the credit risk.

The Group accrues an allowance for impairment equal to
the estimated losses on trade and other loans and recei-
vables. It comprises both the recognition of impairment
losses for material individual amounts and the recognition
of collective impairment for similar groups of assets to cover
losses already incurred but not yet identified. The collective
impairment losses are calculated on the basis of historical
payment statistics.

Most of the Group's trade receivables are due from leading
operators of the alcoholic and non-alcoholic beverage seg-
ment. Most of its trading relationships are with long-stan-
ding customers. The Group's historical figures indicate a
modest amount of bad debts. The risk is fully covered by
the corresponding allowance for impairment recognized in
the separate financial statements.

There are no cases of particularly concentrated credit risk
in geographical terms.

At 31 December 2017 and 2018, trade receivables may be
analysed by geographical segment as follows:

31 December |31 December

(Euro thousands) 2017 2018

Europe - 56,010
Asia - 14,003
Latin America - 16,351
Oceania - 4,299
Rest of the world - 12,142
Total - 102,805

At 31 December 2018, trade receivables may be analysed
by due date as follows:

Gross Impairment Net
losses

31 December |31 December |31 December
(Euro thousands) 2018 2018 2018
Not overdue 77,147 (22) 77,125
Due 0-30 days 18,822 - 18,822
Due 31-90 days 5,644 (60) 5,585
0'\\’1'2:5523” 90 days 3,285 (2,012) 1,273
Total 104,898 (2,093) 102,805

The Group believes that the unimpaired amounts that are
overdue by more than 90 days are still collectible, based
on historical payment behaviour and extensive analyses of
the underlying customers’ credit ratings. Based on histo-
rical default rates, the Group believes that, apart from the
above, no impairment allowance is necessary in respect of
trade receivables not yet due or overdue by up to 90 days.

At 31 December 2018, trade receivables may be analysed
by original currency as follows:

Other
curren-
cies

Euro usb INR GBP Total

€ thousands
Trade
receivables

34,236 13,671| 10,857 |9,193 | 34,848 | 102,805
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Other currencies includes trade receivables in the following
local currencies:

(Euro thousands) 31 December 2018

Russian rouble 6,330
Ukrainian hryvnia 6,074
Mexican peso 5,030
Polish zloty 4,623
South African rand 3,563
Australian dollar 2,924
New Zealand dollar 1,327
Argentinian peso 1,171
Chilean peso 966
Chinese renminbi 924
Columbian peso 885
Brazilian real 811
Other 221
Total 34,848

An analysis of the credit quality of trade receivables is
showed below:

Liquidity risk

This risk regards the Group's ability to meet its obligations
arising from financial liabilities.

The Group’s approach to liquidity management is to ensure
adequate funds are always available to cover its obligations
at the expiry dates, both in normal conditions and at times
of financial difficulty, without incurring borrowing expense
at terms higher than market conditions.

The Group generally ensures there is sufficient cash and
cash equivalents to cover forecast short-term operating
expenses, including those related to financial liabilities.
Contingent effects arising from extreme situations that
cannot reasonably be forecast, such as natural disasters,
are excluded from the above.

The aim of Group’s financing strategy is to maintain a
well-balanced maturity profile for liabilities to thereby re-
duce the refinancing risk. Historically, the Group has always
met its obligations on time and was able to re-finance the
indebtedness in advance before it expires.

Euro thousands 31 December 2018 Reference should be made to the tables in note 12) “Current
- Four or more years' trading history with the e and nop-currept finqncial liabilities — thilrd partie;” to these
Group ' consolidated financial statements for information on the
- From one to four years' trading history with — Group's loans, credit lines and facilities at the reporting date.
the Group '
- Less than one year’ trading history with the 1931
Group _ Exposure to liquidity risk
- Residual (not classified) 18,988
Total 102,805 The following are the outstanding contractual maturities of
financial liabilities at the reporting date. The amounts are
gross and undiscounted, and include estimated interest
payments and exclude the impact of netting agreements:
Contractual cash flows
Carrying Within From one After Total contractual
Euro thousands amount one year to five years five years cash flows
Non-derivative financial liabilities
Put option on non-controlling interest 18,500 (35,164) (35,164)
Bank overdrafts 8,184 (8,184) (8,184)
Secured bank loans 19,186 (6,783) (6,725) (11,242) (24,750)
Unsecured bank loans 461 (235) (227) - (461)
Secured bond issues 445,320 (15,925) (63,700) (459,645) (539,270)
Market warrants 4,338 (4,338) - - (4,338)
Finance lease liabilities 6,095 (2,608) (3,230) - (5,839)
Trade payables 71,331 (71,331) - - (71,331)
Other - - - - -
Total 573,414 (109,403) (73,882) (506,051) (689,337)
Derivative financial liabilities
Interest rate swaps used for hedging 58 (60) - - (60)
Total 58 (60) - - (60)
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The interest payments on variable interest rate loans and
bond issues in the table above and included in the contrac-
tual cash flows reflect market forward interest rates at the
reporting date and these amounts may change as market
interest rates change. The future cash flows on put option
on non-controlling interest and derivative instruments may
be different from the amount in the above table as interest
rates and exchange rates or the relevant conditions under-
lying the contingency change. Except for these financial
liabilities, it is not expected that the cash flows included in
the maturity analysis will materialise significantly earlier,
or at significantly different amounts.

Interest rate risk

This risk relates to volatility of the market rates which
determine the interest expense paid on outstanding loans.

The Group is exposed to interest rate risk as almost the full
amount of its financial liabilities is subject to the payment
of interest at floating rates subject to short-term repricing.

The Group's policy is to hedge a small portion of the payable
amount subject to interest rate risk due to the current low
level of interest rate. Interest rate swaps are used to hedge
the risk which enable the interest rate to be set at fixed
amounts.

Effective interest rate and repricing analysis

The following table shows the effective interest rate at the
reporting date and for the period in which the related rate
may be reviewed for interest-bearing financial assets and
liabilities:

Repricing date
Effective
Euro thousands interest rate | Total Up to 6-12 1-2 2-5 Beyond
- December 31/12/2018 |6 months | months years years 5 years
2018
Bonds
2094 ssued by Gl Closeres S 350%|  455000| 455000 |- : :
Interest on bonds n.a. 3,937 3,937 - - - -
Transaction costs n.a. (13,617) (13,617) - - - -
TOTAL bonds FRSSN 2024 - Guala Closures S.p.A. 445,320 445,320 - - - -
Bank loans and borrowings:
Senior Revolving Credit Facility - Guala Closures S.p.A. 3.40% 11,179 11,179 - - - -
Transaction costs n.a. (740) (740) - - - -
;I:z::I'Senlor Revolving Credit Facility - Guala Closures 10,439 10,439 ) ) } R
Other accrued expenses - Guala Closures S.p.A. n.a. 121 121 - - - -
Yes Bank loan and bank overdraft Axiom Propack (India) 8.50% 3,785 3,785 - - - -
Ial-{lwe:jr)ldlowy S.A. / Millennium S.A. bank overdraft (Po- 0.70% 4,399 4,399 B - B B
Banco de la Nacion Argentina loan (Chile) 7.56% 357 357 - - - -
(BBrr:Zdiﬁsco /ITAU / Santander loans and bank overdraft na 105 105 B - B B
Advances on receivables (Argentina) n.a. 684 684 - - - -
Banamex / Bancomer loan (Mexico) n.a. 7,942 7,942 - - - -
TOTAL bank loans and borrowings 27,831 27,831 - - - -
Other financial liabilities:
Market warrants n.a. 4,338 4,338 - - - -
Guala Closures S.p.A. finance leases n.a. 5,526 5,526 - - - -
Other companies finance leases n.a. 568 568 - - - -
Liabilities to non-controlling interests n.a. 18,500 18,500 - - - -
TOTAL other financial liabilities 28,933 28,933 - - - -
TOTAL 502,083 502,083 - - - -
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Sensitivity analysis

Financial liabilities’ fair values were calculated by an external

valuer using the following methodology:

= the cash flows generated by the outstanding payables are
identified both in terms of interest and principal. These
cash flows are calculated with reference to the interest
rates and the repayment plan;

» the individual cash flows are discounted using risk-free
rates ruling on the measurement date. The bootstrap
method is applied to the swap rates for each expiry date
of the corresponding cash flow based on the resulting
time curve;

= furthermore the individual cash flows are discounted using
an additional rate, based on the Group's credit standing,
calculated as the weighted average of the spreads applied
to the different financing agreements. The spreads applied
to the financing agreements are deemed to objectively
represent the Group’s credit standing and subsequent
significant changes should not arise given its current
financial position.

The following table shows the sensitivity analysis for the
cash flows from these financial liabilities and the related
hedging derivatives at 31 December 2018:

Euro thousands Increase of Decrease of
100bp 100bp

Floating Rate Senior Secured Notes

due in 2024 issued by Guala Closures (21,024) 4,185

S.p.A

Senior Revolving Fgcility Agreement (516) 106

- gross of transaction costs

et e | s s

Finance leases (32) 31

Related interest rate swaps 8 (5)

s ot e ] s

The following methodology is used to perform the sensitivity
analyses: a change is assumed in the interest rate used to
calculate the interest (+/- 100 basis points), which indicates
the change in the overall liability. Accordingly, negative
amounts indicate an increase in the fair value of the liability
and vice versa for positive amounts.

As regards the fair value of the Market Warrants, it is speci-
fied that the book value as at 31 December 2018 was given
by the number of market warrants in issue (19,367,393)
valued at the official unitary prices of Borsa Italiana S.p.A.
(Euro 0.224).

The table below shows the impact of a 10% increase or
decrease in the official market value:

Favorable
effect
(unfavor-
able)

on the
result
of the
period

Increase/
(decrease)
of the price

Euro thousands

Variazione della quotazione del valore

unitario dei Market Warrants 10%

(434)

(10%) 394

Currency risk

This risk relates to the effect of fluctuations in exchange
rates on sales and purchases in currencies other than the
functional currencies of the various group entities.

The Group is exposed to currency risk, particularly in relation
to fluctuations of the USA dollar, Australian dollar, British
pound sterling, Indian rupee, Ukrainian Hryvnia UAH and
Polish Zloty.

Interest on loans is denominated in the currency of the cash
flows generated by the Group’s underlying transactions.

The risk of exchange rate fluctuations was managed in the
past using exchange rate hedges when significant differences
are noted between cost and revenue in foreign currency
and such differences were hedged through currency swaps.
These provided for the purchase/sale of agreed amounts
in foreign currency at a set exchange rate against the Euro.

At the reporting date no exchange rate hedges were in place.
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Sensitivity analysis

As of 31 December 2018, a strengthening of the USD, GBP,
AUD, INR, UAH and PLN against the Euro, as indicated below,
would have increased / (decreased) equity and profit or loss
by the amounts shown below. This analysis is based on
exchange rate fluctuations that the Company considered to
be reasonably possible at the reporting date. The analysis
assumes that all other variables, in particular interest rates,
remain constant and ignores any impact of forecast sales
and purchases. The analysis is performed on the same basis,
although the changes in exchange rates differed to those
expected, as indicated below.

Strengthening Weakening
2018 Assets Profit or Liabilities Profit or
loss loss
USD (10% change) 989 989 (809) (809)
GBP (10% change) (907) (907) 742 742
AUD (10% change) 373 373 (306) (306)
INR (10% change) 957 957 (783) (783)
UAH (10% change) 708 708 (579) (579)
PLN (10% change) 25 25 (21) (21)

All the positions (assets less liabilities) denominated in the
above mentioned foreign currency are positive, excluding
the position in GBP which is negative.

Other price risk

As a result of the nature of its activities, the Group is ex-
posed to the risk of fluctuations in the purchase price of raw
materials, particularly plastics and aluminium.

The risk of fluctuations in the purchase price of plastics has
not been hedged as these raw materials were not listed on
international markets (the London Metal Exchange). Current
developments in the listing of plastics on the international
market and corresponding hedging instruments will, however,
allow us to hedge this risk in the future.

The risk of fluctuations in the purchase price of aluminium is
partly hedged, depending on the needs and market prospects,
through derivatives which set the forward purchase price.

(35) RELATED PARTY TRANSACTIONS

For the procedural provisions adopted on related party tran-
sactions, also with reference to the provisions of Art. 2391
bis of the Italian Civil Code, refer to the procedure adopted
by the parent company in accordance with the Regulation
approved by Consaob by resolution no. 17221 of 12 March
2010 as subsequently amended, published on the website
of the company www.gualaclosures.com, in the section
“Investor Relations”.

As required by Consob Communication no. 6064293 of 28
July 2006, the following table summarises the economic
and equity impacts of the commercial and financial relations
implemented with related parties relative to FY 2018:

» Space Holding S.r.l.: Euro 1,239 thousand relative to the
consultancy service offered from 1 January 2018 to 6
August 2018, as per the contract dated 27 September
2017, subsequently amended on 16 November 2017 and
from 07 August 2018 to 31 December 2018, as per the
contract dated 18 December 2018;

= TAN Advisory S.r.l.: Euro 40 thousand relative to the
consultancy service offered during 2018 as part of the
business combination.

Transactions with the key management personnel are set
out below:

Costs recognized in the year

Remuneration for
employment

Fees for posi-
tion held

Thousands of Euros

Accrual for post-
employment
benefits and other
supplementary
pension funds

Payables
as at 31
December
2018

Cash flows

Other in the year

benefits

Non-cash

benefits Total

Total key management

. 167
personnel transactions

959

11 14

199 1,352 85 1,337

Following the sale of pre-merger Guala Closures to Space4
S.p.A. and the simultaneous reorganization of the Luxem-
bourg companies, which previously controlled pre-merger
Guala Closures, the incorporated under the Luxembourg law
company GCL Holdings S.C.A. has become wholly owned
by Managers and by their relatives and controlled by law
by Marco Giovannini.
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The transactions and relationships between this company
and the Group at 31 December 2018 are summarized below:

= from 6 August (effective date of the merger), it had four
members appointed by it on the Board of Directors of
Guala Closures SpA, as well as two independent members
with an appointment jointly held with Space Holding SpA;

= starting from 10 September 2018 two permanent members
and one alternate member of the board of statutory
auditors of Guala Closures S.p.A. were appointed under
recommendation of GCL Holdings S.C.A.

» starting from 31 July 2018 GCL Holdings S.C.A. holds
14.24% of the share capital of Guala Closures S.p.A. and,
as a result of the 4,322,438 B multi-voting shares, it holds
24.28% of the voting rights.

» the transactions with GCL Holdings S.C.A. were carried
out under normal market conditions.

Also Space Holding S.p.A. can be considered a related party.

The transactions and relationships between this company
and the Group at 31 December 2018 are summarized below:

» from 6 August (effective date of the merger), it had two
members appointed by it on the Board of Directors of
Guala Closures S.p.A. (of whom one independent) and
two independent members with appointment exercised
jointly to GCL Holdings S.C.A,;

» starting from 10 September 2018 one permanent member
and one alternate member of the board of statutory
auditors of Guala Closures S.p.A. were appointed under
recommendation of Space Holding SpA;

= starting from 31 July 2018, Space Holding holds 4.70% of
the share capital of Guala Closures S.p.A. and, also due to
the 805,675 C shares without voting rights, it holds 3.14%
of the voting rights.

= the transactions with Space Holding S.p.A. were carried
out under normal market conditions.

Peninsula Capital Il sarl (as a general partner of Peninsula
Investments II S.C.A. that controls PIl G S.ar.l.) can be consi-
dered a related party.

The transactions and relationships between this company
and the Group at 31 December 2018 are summarized below:

» from 6 August (effective date of the merger), it had a
member appointed by it on the Board of Directors of
Guala Closures S.p.A.

» starting from 31 July 2018 Peninsula holds 9.84% of the
share capital of Guala Closures S.p.A. holding voting rights

for 5.83% of SWAN S.r.l., a company held entirely by the
Giovannini family and in which Marco Giovannini exercises
legal control, with 52% of the share capital.

Related parties also include a pension fund for employees of
the former Metal Closures Ltd. (now Guala Closures UK Ltd.)
managed by Metal Closures Group Trustees Ltd.. Considering
the performance of the pension fund, the English company
was not required to transfer funds thereto. Employees have
paid their contributions. Reference should be made to note
17) "Employee benefits” to the consolidated financial sta-
tements for additional information.

Some managers of Guala Closures S.p.A. are also sharehol-
ders of the shareholder GCL Holdings S.C.A. (see Information
prospectus for listing on the stock exchange).

With specific reference to the new related party transaction
procedure, please refer to www.gualaclosures.com - Investor
Relations section.

There are no significant transactions with other related
parties in addition to those indicated in this report or in the
notes to the financial statements.

The Company is not subject to management and coordination
pursuant to art. 2497-bis of the Civil Code.

(36) CONTINGENT LIABILITIES

At the date of publication of these consolidated financial
statements, there were no significant contingent liabilities
in relation to which the Group can currently foresee future
expenditure.

(37) OPERATING LEASES AND RENTS

The Group leases a number of warehouse and factory facilities
under operating leases or rents. The leases or rents typically
run for a period of 4-6 years, with an option to renew the
lease after that date. Some leases provide for additional rent
payments that are based on changes in local price indices.

Future minimum lease payments

At the reference dates, the future minimum lease payments
under non-cancellable leases and rents were receivable as
follows:

o Euro thousands 2018

of 8.92%. Due within one year 4,544
» the transactions with Peninsula were carried out under Between one and five years 7,790

normal market conditions. More than five years 380
TAN Advisory S.r.l. can be considered a related party as Total 12713
it is the management company of the TAN Group, 100%
controlled by Tan Holdings S.r.l, which, in turn, is held by
Filippo Giovannini for a direct investment of 11.49% and an
indirect investment through Tan International S.r.l. of 5.24%;
in addition to this Tan Advisory S.r.l. is a direct subsidiary
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Amounts recognized in profit or loss

Euro thousands 2018

Lease expense

2,130

(38) COMMITMENTS AND GUARANTEES

On 11 October 2018, under some agreements to participate
in the new RCF and a supplement to the indenture, Guala
Closures International B.V., Guala Closures U.K. Limited,
Guala Closures Australia Holdings Pty Ltd, Guala Closures
Australia Pty Ltd, Guala Closures New Zealand Limited,
Guala Closures do Brasil LTDA and Guala Closures Iberica
S.A. granted a personal guarantee to guarantee the facility
made available by the new RCF and the Bonds.

In addition to the above and in order to guarantee the facility
made available by the new RCF and the Bonds, the following
companies granted the following guarantees:

i. Pledge over Guala Closures International B.V. shares
held by Guala Closures S.p.A.;

ii. Pledge over Guala Closures International BV's receivables
arising from some intercompany loans;

ii. Specific security deed on Guala Closures Australia

Holdings Pty Ltd shares held by Guala Closures Inter-

national B.V,;

Specific security deed on Guala Closures Australia
Holdings Pty shares held by Guala Closures Australia
Holdings Pty Ltd;

v. Pledge over the FPI and shares of Guala Closures Ukraine
LLC held by Guala Closures International B.V;

vi. Specific security deed on Guala Closures New Zealand
Limited shares held by Guala Closures International B.V.;

vii. Charge on Guala Closures U.K. Limited shares held by
Guala Closures International B.V;

viii. Pledge over Guala Closures DGS Poland S.A. shares held

by Guala Closures International B.\..

The other guarantees given by group companies at 31 De-
cember 2018 are as follows:

Guala Closures Argentina S.A.

= Mortgage on building given to Banco de la Nacion Argentina
for an amount of ARS 34.5 million

Guala Closures India Pvt Ltd

» Securities given to Yes Bank for an amount of Indian
rupees 570 million

31 December
Euro thousands 2018
Guala Closures S.p.A.
Third party assets 4,834

(39) FEES TO STATUTORY AND
INDEPENDENT AUDITORS

The Statutory Auditors' fees are as follows:

Costs recognized in the year
Srcl:;:j:\;:ernl::“t- Costs recog- | o, flows
. ; izedinthe |.
F.ees for posi Incentives Remuneration for benefits and other | Total zediNIhe L in the year
tion held employment year
supplementary
Euro thousands pension funds
Total auditors 87 87 16 71
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Information in accordance with Art. 149 - duo-
decies of the Consob Issuers’ Regulation
In accordance with the provisions of Art. 149 duodecies of
the Consob Issuer Regulation, below is information on the
fees for FY 2018 for auditing and other services provided
by the independent auditing firm KPMG S.P.A. and the
companies of its network:

Euro thousands ComPanv that provided the Addressee Fees for
service 2018
Audit KPMG S.p.A. Parent company 442
Italian subsidiaries 32
KPMG (*) Foreign subsidiaries 949
1,422
Other services rendered as auditor of the Parent company
in relation to information prospectuses
MTA certification services KPMG S.p.A. Parent company 805
Withdrawal certification services KPMG S.p.A. Parent company 10
HY bond certification services KPMG S.p.A. Parent company 243
1,058
Other services
Lo the Bueinecs combimaton KPMG Sp.A Parent company 0
Accounting due diligence UCP acquisition KPMG (*) Foreign subsidiaries 137
Other services (**) KPMG (%) Foreign subsidiaries 108
590
Total 3,071

(*) Other Italian or forejgn companies belonging to the same network as KPMG Sp.A.

(**) These mainly consist of services provided to non EU-subsidiaries to assist
in the preparation of tax declarations (India and New Zealand), assistance in
the merger of the Indian companies, Forensic (South Africa) and assistance in

the preparation of Transfer Price documents (India)

(40) TRANSACTIONS DERIVING FROM ATYPICAL
AND/OR UNUSUAL OPERATIONS

In accordance with Consob Communication of 28 July 2006,
it is specified that in 2018, Guala Closures Group did not
implement any non-typical and/or unusual transactions, as
defined by the Communication, according to which atypical
and/or unusual operations are those whose significance/
relevance, nature of the counterparties, subject of the
transaction, method of determination of the transfer price
and timing of the event (close to year end) may give rise to
doubts concerning: the correctness/completeness of the
information in the financial statements, conflict of interests,
safeguarding of the company's assets and protection of
minority shareholders.

(41) BREXIT

The Group carries out a significant portion of its business
in the United Kingdom, an activity that in 2018, following
the purchase of the Scottish company United Closures and
Plastics ("UCP"), has increased further.

Indeed, at the time this document is prepared, it is not
known whether the United Kingdom will leave the EU with
or without a commercial agreement at end March. The
institutional political context is complicated and there are
numerous possible options.

If the United Kingdom should leave the EU without any kind
of commercial agreement, the risks for the Group would
mainly derive from the difficulties that would ensue in the
management of imports by Group companies operating on
the territory (Guala Closures UK and UCP) and in exports
towards EU countries.

From its side, Guala Closures Group and, in particular, its
subsidiaries Guala Closures UK and UCP, are ready for the
event of an exit without an agreement, at which point they
will launch new procedures for handling imports that would
make it possible to manage the flows of goods from the EU
to the United Kingdom. As regards production and sales
forecasts, following an internal assessment, also backed
up by discussions with customers of the local companies of
Guala Closures Group, considering the unknown factors of a
context that is so uncertain in respect of future events, no
significant indicators have been noted that would suggest
that production and sales would be significantly impacted
by Brexit.
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(42) SIGNIFICANT SUBSEQUENT EVENTS OCCURRED AFTER THE YEAR END DATE

Payment of deferred consideration Axiom

On 04 January 2019, Guala Closures India Pvt Ltd paid Euro 0.6 million by way of deferred consideration of the company
Axiom to the previous owners, as originally established in the purchase contract.

Shareholders’ Meeting for the approval of the buy-back of own shares

On 14 February 2019, the ordinary shareholders’ meeting of Guala Closures S.p.A. resolved to authorise the Board of Direc-
tors, in accordance with Articles 2357 et seq. of the Italian Civil Code and 132 of the Consolidated Finance Act, to carry out
deeds of purchase of ordinary shares in the Company (therefore, with the exclusion of special shares B and special shares
C), for the purpose pursuant to the explanatory report of the Board of Directors, up to the maximum limit that, considering
the ordinary shares of Guala Closures as held over time in the Company's portfolio, shall be no more than 3% (three percent)
of the ordinary shares in issue as at the meeting date (equal to approximately 1,861,500 ordinary shares) to be carried out
all at once or in several tranches, within eighteen months of the date of the meeting authorisation.

Tax ruling

On 27 November 2018, Guala Closures S.p.A. submitted a request to the Piedmont Regional Office of the Italian Tax Authority
for the continuation of the tax consolidation in place by it with its subsidiary GCL Pharma S.r.l. and the de-application of the
limits established by Art. 172, paragraph 7 of the Consolidated Law on Income Tax to tax losses realised before the merger.

On 28 February 2019, the Piedmont Regional Office of the Italian Tax Authority upheld the interpretation in the appeal and
recognised the continuation of the tax consolidation in place by the acquired company with its subsidiary GCL Pharma S.r.l.
and the de-application of the limits established by Art. 172, paragraph 7 of the Consolidated Law on Income Tax to tax losses
realised before the merger.

Approval of the related party transactions procedure

On 8 March 2019, the new related party transactions procedure was approved.

Accident at the Magenta plant

In relation to the fatal incident that took place on 30 January 2017 at the Magenta (M) plant of Guala Closures pre-merger,
thereafter merged by acquisition into the Company, the heirs of the deceased were fully reimbursed in July 2018; compen-
sation was paid 80% by the insurance of Guala Closures pre-merger and the remaining 20% by the Prevention and Protection
Service Manager appointed at the time of the incident, Luigi Cichero.

With respect to the involvement of Guala Closures S.p.A. in the criminal proceedings pursuant to Italian Legislative Decree
no. 231/01, the Company filed an application for settlement which envisages payment of a Euro 50 thousand fine. The public
prosecutor has already expressed their favourable opinion thereon and the first hearing has been scheduled for 16 April
2019, at which point the proceedings will be settled in accordance with Art. 444 of the Italian Code of Criminal Procedure.

On behalf of the Board of Directors
Chairman and CEO
Marco Giovannini

(signed on the original)

19 March 2019
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ANNEX

Statement of the CEO and manager in charge of financial reporting

Certification of the consolidated Financial Statements pursuant to article 81-ter of Consob Regulation no.
11971 of 14 May 1999, as amended

1. The undersigned Marco Giovannini and Anibal Diaz, CEO and manager in charge of financial reporting of Guala Closures S.p.A.
(the “Company”), respectively, state that pursuant to article 154-bis.3/4 of Legislative decree no. 58 of 24 February 1998:

> the adequacy in respect of the business characteristics and also taking into account the characteristics and effects of the
corporate transaction completed on 6 August 2018 with the merger by acquisition of “Guala Closures S.p.A” (tax code,
VAT number and registration number with Alessandria Companies House 13201120154) into the Company (previously
named “Spaces S.p.A!" and there took on today’s name of “Guala Closures S.p.A”") and the simultaneous listing of the
Company’s shares on the Telematic Share Market (MTA) - STAR segment, organised and managed by Borsa Italiana
S.p.A.;and

> the effective application of administrative and accounting procedures for the preparation of the consolidated financial
statements during the period from 1 January 2018 to 31 December 2018.

2. No significant issues arose.
3. Moreover, they state that:
3.1. The consolidated financial statements as at 31December, 2018:

a. have been prepared in accordance with the applicable International Financial Reporting Standards endorsed by the
European Union pursuant to EC Regulation no. 1606/2002 of the European Parliament and Council of 19 July 2002;

b. are consistent with the accounting records and entries;

c. are suitable to give a true and fair view of the financial position of the issuer's economic, equity and financial position
and of the companies included in the scope of consolidation.

3.2. The Directors' report includes a reliable analysis of the operating performance and results, as well as the position of
the issuer and of all the companies included in the scope of consolidation, together with a description of the principal risks
and uncertainties to which they are exposed.

19 March 2019

Marco Giovannini Anibal Diaz
The CEO The manager in charge of financial reporting
(signed on the original) (signed on the original)
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(Translation from the Italian original which remains the definitive version)

Independent auditors’ report pursuant to article 14 of
Legislative decree no. 39 of 27 January 2010 and article 10
of Regulation (EU) no. 537 of 16 April 2014

To the shareholders of
Guala Closures S.p.A.

Report on the audit of the consolidated financial statements

Opinion

We have audited the consolidated financial statements of the Guala Closures Group
(the "group”), which comprise the statement of financial position as at 31 December
2018, the statements of profit or loss and other comprehensive income, changes in
equity and cash flows for the year then ended and notes thereto, which include a
summary of the significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the
financial position of the Guala Closures Group as at 31 December 2018 and of its
financial performance and cash flows for the year then ended in accordance with the
International Financial Reporting Standards endorsed by the Eurapean Union and the
Italian regulations implementing article 9 of Legislative decree no. 38/05,

Basis for opinion

We conducted our audit in accordance with Internalional Standards on Auditing (ISA
ltalia). Our responsibilities under those standards are further described in the "Audifors’
responsibilities for the audit of the consolidated financial statements” section of our
report. We are independent of Guala Closures S.p.A. (formerly Spaced S.p.A., the
“parent") in accordance with the ethics and independence rules and standards
applicable in Italy to audits of financial statements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those malters that, in our professional judgement, were of most
significance in the audit of the consolidated financial statements of the current year,
These matters were addrassed in the context of our audit of the consolidated financial
statements as a whale, and in forming our opinion thereon, and we do not provide a
separate opinion on these maltters,

Sovseld par amoni

Capilale socedn
Eure 10 345 200,000 «
Ancona Acsla Ban Beigamo Ragstra Impress kiano o
Bologna Bolzano Bresca Codica Flscala N 0009600153
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Guala Closures Group
Independant auditors’ repart
37 December 2018

Recognition of the business combination

Notes to the consolidated financial statements: notes “(2) Accounting policies” and “(4)
Acquisition of subsidiaries, business units and non-controlting interests”

Key audit matter Audit procedures addressing the key

audit ma

In 2018, Spaced S.p.A., a SPAC listed Our audit procedures included:
on the investment vehicles section of the understanding the process adopled

Italian stock exchange, acquired the b ‘e i
' the parent’s directors to measure
former Guala Closures Group. After the “3; fairpvarue of the consideration

acquisition, Guala Closures S.p.A. was transferred and the provisional fair

merged into Space4 S.p.A., which then value of the assets. liabili
, liabilities and
R ANSICI . NS contingent liabilities of the former
i Guala Closures Group at the
The directors elected to initially acquisition date;

recognise the business combination
provisionally, since the fair value
measurement process is still ongoing.
Assisted by specifically engaged

— analysing the report prepared by the
external experts far the purposes of
the provisional PPA,;

experts, the directors determined the — Involving experls of the KPMG
acquisition date, the transaction cost (or network in the assessment of the
consideration transferred) and the reasonableness of the model used
provisional allocation of the cost to the to measure the fair value of the
identifiable assets, liabilities and consideration transferred and the
conlingent liabilities of the former Guala provisional fair value of the assels
Closures Group at the acquisition date acquire, liabilities assumed and
(purchase price allocation). contingent liabilities;

This pracedure entailed, inter alia, — checking the former Guala Closures
measuring the acquisition-date fair value Group's acquisition-date accounting
of the consideration transferred and the balances;

recognition of goodwill of €785 million in ina th ; h
the consolidated financial statements. ~ —— 888essing the appropriateness of the
disclosures provided in the notes

Due to the complexity of the transaction e

and the materiality of the assels S{t:ﬁnu;irt]lg?i;:rfmgmtmn e busineos
acquired, liabilities assumed and

contingent liabilities, we believe that the

recognition of the above business

combination is a key audit maiter.
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Guala Closures Group
Indepandant awditors' report
31 December 2018

Recoverability of goodwill

Notes to the consolidated financial statements. notes (2) "Accountfing policies” and (10)

"Intangible assels"

Key audit matter

Following the business combination
between the former Guala Closures
S.p.A. and Spaced S.p.A., the group
recognised goodwill of €785 million at
31 December 2018.

The directors tested the reporting-date
carrying amount of the Closures CGU,
which includes the related goodwill, for
impairment by comparing it to its
recoverable amount. The directors
estimated the recoverable amount
based on value in use calculated using
ihe discounted cash flow model.

Impairment testing entails a high level of
judgement, especially in relation to:

— the expected cash flows, calculated
by taking into account the general
economic performance and that of
group's sector and the actual cash
flows generated by the CGU in
recent years;

— the financial parameters to be used
to discount the above cash flows.

For the above reason, we believe that
the recoverability of goodwill is a key
audit matter.

Audit procedures addressing the key
audit matter

Our audit procedures included:

— understanding the process adopted
for impairment testing approved by
the parent's board of directors;

— understanding the process adopted
for preparing the 2019-2023
business plan approved by the
parent's board of directors (the
"2019-2023 plan") from which the
expected cash flows used for
impairment testing have been
derived;

— analysing the reasonableness of the
assumptions used by the group to
prepare the 2019-2023 plan;

— checking any discrepancies between
the previous year forecast and
actual figures, in order to check the
accuracy of the estimation process;

— comparing the expected cash flows
used for impairment testing to those
used for the 2019-2023 plan and
analysing the reasonableness of any
discrepancies;

— involving experts of the KPMG
network in the assessment of the
reasonableness of the impairment
testing model and related
assumptions, including by means of
a comparison with external data and
information;

— assessing the appropriateness of the
disclosures provided in the notes
about goodwill and the related
impairment test.
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Guala Closuras Group
Indepandent awditors” report
31 Decamber 2018

Responsibilities of the parent’s directors and board of statutory auditors
(“Collegio Sindacale”) for the consolidated financial statements

The direclors are responsible for the preparation of consolidated financial statements
that give a true and fair view in accordance with the International Financial Reporting
Standards endorsed by the European Union and the Italian regulations implementing
arlicle 9 of Legislative decree no. 38/05 and, within the terms established by the Italian
law, for such internal control as they determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud
or error.

The directors are responsible for assessing the group’s ability to continue as a going
concern and for the appropriate use of the going concern basis in the preparation of
the consolidated financial statements and for the adequacy of the related disclosures.
The use of this basis of accounting is appropriate unless the directors believe that he
conditions for liquidaling the parent or ceasing operations exist, or have no realistic
alternative but to do so.

The Coflegio Sindacale is responsible for overseeing, within the terms established by
the Italian law, the group's financial reporting process.

Auditors’ responsibilities for the audit of the consolidated financial
statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors' report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISA Italia will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISA Italia, we exercise professional judgement
and maintain professional scepticism throughout the audit. We also:

— idenlify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and oblain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control;

— obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the group's internal control;

— evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the directors;

— conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to evenls or conditions that may cast significant doubt on
the group's ability to continue as a going concern. If we conclude that a material
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Guala Closures Group
Independent auditors’ raport
31 Decombor 2018

uncertainty exists, we are required to draw altention in our auditors' report to the
related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors' report. However, future events or
conditions may cause the group to cease to continue as a going concern;

— evaluate the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated
financial statements represent the underlying transactions and events in a manner
that achieves fair presentation;

— obtain sufficient appropriale audit evidence regarding the financial information of
the entities or business activities within the group to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance, identified at the appropriate
level required by ISA Italia, regarding, among other malters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal cantrol that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with the ethics and independence rules and standards applicable in Italy and
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the consolidated financial
statements of the current year and are, therefore, the key audit matters. We describe
these matters in our auditors’ report.

Other information required by article 10 of Regulation (EU) no. 537/14

On 26 September 2017, the parent’s shareholders appointed us 1o perform the
statutory audit of its separate and consolidated financial statements as at and for the
years ending from 31 December 2017 to 31 December 2025.

We declare that we did not provide the prohibited non-audit services referred to in
article 5.1 of Regulation (EU) no. 537/14 and that we remained independent of the
parent in conducting the statutory audit.

We confirm that the opinion on the consolidated financial statements expressed herein
is consistent with the additional report to the Collegio Sindacale, in its capacity as audit
commitiee, prepared in accordance with article 11 of the Regulation mentioned above.

Report on other legal and regulatory requirements

Opinion pursuant to article 14.2.e) of Legislative decree no. 39/10 and article
123-bis.4 of Legislative decree no, 58/98

The parent's directors are responsible for the preparation of the group's directors'
report and report on corporate governance and ownership structure at 31 December
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Guala Closures Group
Indepandent auditars’ report
31 December 2018

2018 and for the consistency of such reports with the related consolidated financial
slatements and their compliance with the applicable law.

We have performed the procedures required by Standard on Auditing (SA Italia) 720B
in order to express an opinion on the consistency of the directors’ report and the
specific information presented in the report on corporate governance and ownership
structure indicated by article 123-bis.4 of Legislative decree no. 58/98 with the group's
consolidated financial statements at 31 December 2018 and their compliance with the
applicable law and to state whether we have idenlified material misstatemenls.,

In our opinion, the directors' report and the specific information presented in the report
on corporate governance and ownership structure referred to above are consistent with
the group’s consolidated financial stalements at 31 December 2018 and have been
prepared in compliance with the applicable law.

With reference to the above statement required by article 14.2.¢) of Legislative decree
no. 39/10, based on our knowledge and understanding of the enfity and ils
environment obtained through our audit, we have nathing to report.

Statement pursuant to article 4 of the Consob regulation implementing
Legislative decree no. 254/16

The directors of Guala Closures S.p.A. are responsible for the preparation of a
consolidated non-financial statement pursuant to Legislative decree no. 254/16. We
have checked that the directors had approved such consolidated non-financial
statement. In accordance with article 3.10 of Legislative decres no. 254/16, we
attested the compliance of the consolidated non-financial statement separately.

Turin, 28 March 2019

KPMG S.p.A.
(signed on the original)

Roberto Bianchi
Director of Audit
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Separate financial statements of Guala Closures S.p.A. Guala Closures S.p.A.

SEPARATE FINANCIAL STATEMENTS OF GUALA CLOSURES S.P.A.

as at and for the year ended 31 December 2018

STATEMENT OF FINANCIAL POSITION
Guala Closures S.p.A. - ASSETS

(Euro) 31 December 2017 ;fe:g:‘e';h;arties 31 December 2018 ;fe:";:‘;h;arties Note

ASSETS

Current assets

Cash and cash equivalents 512,205,719 16,107,594 4
Current financial assets 989,229 989,230 5
Trade receivables 40,858,566 28,094,060 6
Inventories 14,238,337 7
Current direct tax assets 460,867 8
Current indirect tax assets 1,534,219 9
Financial derivative assets 145,907 10
Other current assets 83,931 4,148,640 3,966,490 11
Total current assets 512,289,651 78,483,359 33,049,780

Non-current assets

Non-current financial assets 218,618,780 218,581,250 5
Investments 84,840,600 84,784,170 12
Property, plant and equipment 45,891,340 13
Intangible assets 726,133,450 14
Deferred Tax Assets 884,946 15
Other non-current assets 17,830 16
Total non-current assets - 1,076,386,946 303,365,420

TOTAL ASSETS 512,289,651 1,154,870,305

The accompanying notes are an integral part of the separate financial statements,
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STATEMENT OF FINANCIAL POSITION
Guala Closures S.p.A. - LIABILITIES AND EQUITY

(Euro) 31 December 2017 :«fi‘s::':ihe:s Relat- | 31 pecember 2018 :2‘::::::5 Relat-| yote

LIABILITIES AND EQUITY

Current liabilities

Current financial liabilities 12,500,000 10,832,188 17
Trade payables 4,490,130 61,781 21,914,490 1,215,150 18
Current direct tax liabilities 123,010 19
Current indirect tax liabilities 955,050 20
Current provisions 1,118,550 21
Financial derivative liabilities 58,000 22
Other current liabilities 53,343 13,452,090 528,640 23
Total current liabilities 17,043,473 61,781 48,453,378 1,743,790

Non-current liabilities

Non-current financial liabilities 454,912,110 17
Employee benefits 3,957,980 24
Deferred tax liabilities 2,616,840 15
Non-current provisions 226,220 21
Total non-current liabilities - 461,713,150

Total liabilities 17,043,473 61,781 510,166,528 1,743,790

Equity

Share capital 51,340,000 68,906,646

Share premium reserve 455,160,000 423,836,890

Legal reserve

Other reserves (4,677,128) 145,589,628

Hedging reserve 43,320

Losses carried forward (6,524,622)

Profit / (loss) for the year (6,576,694) 12,851,915

Total equity 495,246,178 644,703,777 - 25
TOTAL LIABILITIES AND EQUITY 512,289,651 61,781 1,154,870,305 1,743,790

The accompanying notes are an integral part of the separate financial statements,
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Guala Closures S.p.A.

STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME - Guala Closures S.p.A.

of which: of which: of which: of which:
(Euro) 31 December Related Non-recur- 31December Related Non-recur- Note
2017 R . 2018 . .
parties ring expenses parties ring expenses

Net revenue - 47,399,416 19,458,440 26
e 37309 :
Other operating income 8,673,420 7,516,910 27
Internal work capitalized 1,270,036 28
Cost for raw materials (24,276,128)| (2,819,580) (990,000) 29
Costs for services (102,049) (61,781) (102,049) | (22,777,410) (3,185,910) | (10,110,221) 30
Personnel expense (2,002) (2,002) | (10,448,153) (213,828) 31
Other operating expense (785,370) 32
Impairment losses (33,047) (33,047) 13
Depreciation and amortization (3,427,970) 13
Operating profit (loss) (104,050) (61,781) (104,050) (9,042,515) 20,756,032 | (11,133,268)

Financial income 27,357 22,920,310 4,541,470 33
Financial expense (6,500,000) (7,902,970) (81,263) 34
Dividends 7,000,000 7,000,000 35
Profit (Loss) before tax (6,576,694) 12,974,825 32,216,239

Income taxes (122,910) 37
Profit (loss) of the period (6,576,694) 12,851,915

Other comprehensive income - | - - | -
Profit (loss) of the period (6,576,694) 12,851,915

Items that will never be reclassified

to profit or loss:

:?aegﬂiet?/s(:;es;ntt)ents of defined benefit 0 52,072

0 52,072

Items that are or may be reclassified

subsequently to profit or loss:

Cash flow hedges — effective portion

of changes in fair value ) 2,072

E?;friltfcl:ivlvozsedges reclassified to B 54,928

Related Tax - (13,680)

Total 0 43,320

g:lrliirdfzrtp;tt\ae:swe income for the 0 95,392

;::;:ehensive income (loss) for the (6,576,694) 12,947,307
The accompanying notes are an integral part of the separate financial statements.
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Guala Closures S.p.A.

Statement of cash flows - Guala Closures S.p.A.
(Euro) 2017 2018 Note
Opening cash and cash equivalents 0 512,205,719
A) Cash flows from operating activities
Profit (Loss) before tax (6,576,694) 12,974,825
Adjustment for:
Depreciation and amortisation 3,427,970 13-14
Dividends from GC International (7,000,000) 35
Net finance costs 6,472,644 (15,017,340) 33-34
Changes in:
Receivables, payables and inventories 4,459,541 4,003,250 6-7-18
Other (4,677,128) (2,049,222)
VAT and indirect tax assets/liabilities (579,169) 9-20
Income taxes paid (1,296,671) 8-19
Net cash from operating activities (321,638) (5,536,357)
B) Cash flows from investing activities
aA;:g:ti:itions of property, plant and equipment and intangible (3,114,850) 13-14
SSEiLiliziggtnszgcgﬂisdtlosures Group, net of cash and cash (341,632,620) 3
Net cash used in investing activities 0 (344,747,470) 3
C) Cash flows generated from financing activities
Withdrawal of the former shareholders Space4 (31,323,105)
Interest received 27,357 5,665,279 33-34
Interest paid (2,950,182) 33-34
Transaction costs paid in connectionlwith the Bridge Fgcilitv (14,632,900)
Agreement, new Bonds and the Senior Revolving Facility T
Other financial items (116,717)
Dividends from GC International 7,000,000
Share capital increases 512,500,000
Proceeds from new borrowings and bonds 916,224,201
Repayment of borrowings and bonds (1,002,395,767)
Repayment of finance leases (965,018)
Change in financial assets (22,241,131)
Net cash used in financing activities 512,527,357 (145,735,348)
D) Net cash flow for the year | 512,205,719 | (496,019,175) |
Effect of movements in exchange rates on cash held | 0 | (78,950) |
E) Closing cash and cash equivalents | 512,205,719 | 16,107,594 |
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Guala Closures S.p.A.

Statement of changes in equity - Guala Closures S.p.A.

Share . . .
(Euro) Sha_re premlum Legal Other reserves Hedging | Losses carried | Profit / Total equity
Capital reserve reserve |forward (loss)
reserve

Value at 19 September 2017 100,000 100,000
Share capital increase from

listing 21 December 2017 50,000,000 | 444,000,000 494,000,000
Share capital increase from Space

Holding Srl 21 December 2017 1,240,000 11,160,000 12,400,000
Costs for share capital increase (4,677,128) (4,677,128)
Profit (loss) of the period (6,576,694) | (6,576,694)
Other comprehensive income -
Comprehensive expense of the ) ) -| (6576694)| (6,576,694)
year

31 December 2017 51,340,000 | 455,160,000 - (4,677,128) - -| (6,576,694) | 495,246,178
1 January 2018 51,340,000 | 455,160,000 - (4,677,128) - -| (6,576,694) | 495,246,178
Total comprehensive income for

the period

Allocation of 2017 loss - (6,576,694) | 6,576,694 -
Profit (loss) of the period 12,851,915 12,851,915
Other comprehensive income 43,420 52,072 - 95,392
Transactions with owners of the

Company

Business combinationand share |, 5e6 6,6 150,256,756 167,833,402
capital increase

Withdrawal (31,323,110) (31,323,110)
sg::p’ ehensive expense of the 17,566,646 (31,323,110) -| 145589628| 43320\ (6524622)| 19428609| 149,457,599
31 December 2018 68,906,646 | 423,836,890 - 145,589,628 | 43,320 (6,524,622) | 12,851,915 | 644,703,777
The accompanying notes are an integral part of the separate financial statements.
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Notes to the separate financial statements of Guala
Closures S.p.A. as at and for the year ended 31 De-
cember 2018

In 2018, the following events took place:

Business combinations

A.  On 16 April 2018, the Boards of Directors of Space4 S.p.A,
GENERAL INFORMATION GCL Holdings S.C.A,, Peninsula Capital Il S.ar.l. and Guala
Closures S.p.A. approved the business combination, by
means of a Framework Agreement, to be implemented
through (i) the acquisition of an equity investment equal
to approximately 80% of the share capital of Guala
Closures S.p.A. pre-merger by Space4 and Peninsula
Capital Il S.a.r.l; (i) the merger of pre-merger Guala
Guala Closures S.p.A. (the “company” or the “parent”) (formerly C.lo.s ures into Spaceh >p-A, and ('.”) the admission to
Spaces S.p.A.) was incorporated by Space Holding S.r.. on listing of the ordinary shares rgsultlng from the merger
19 September 2017 with the name of Space4 S.p.A. Itis a of pre-merger Guala Closgres into Spaces S.p.A, on the
special purpose acquisition company (SPAC), set up under STAR segment of the Italian .StOCk Exchange‘f)rgaplzed
[talian law as a SIV (Special Investment Vehicle) pursuant and m.a”?ge? by Borsa Italiana S.p.A. (the "Business
to the Italian stock exchange regulation. Trading began on Combination”).
21 December 2017. B. Guala Closures’ financial indebtedness
On 31 July 2018, SPAC Space4 S.p.A. acquired Guala Closures On 28 June 2018, pre-merger Guala Closures, in agree-
S.p.A., the parent of Guala Closures Group (respectively ment with Space4, started two distinct consent soli-
“pre-merger Guala Closures” or the “pre-merger Guala citation procedures with the purpose of obtaining a
Closures Group”) and on 6 August 2018 proceeded to merge waiver by (i) the bondholders under the bonds issued
Guala Closures S.p.A. Furthermore, the latter company and by pre-merger Guala Closures in 2016 (the “Guala Clo-
its group changed their name to Guala Closures S.p.A. and sures Bonds") and (ii) the revolving credit facility lenders
Guala Closures Group, respectively. under the 2016 revolving credit facility agreement (the
Guala Closures S.p.A. is a company limited by shares set up RCF’) in relation to the_lr right to exercise the change
under Italian law and registered with the Alessandria com- of control clauses prov!ded under the Guala C_Iosures
pany register. Its registered office is in via Rana 12, industrial Esgr?sc(?r:(;ltezfosgf: t\p:: 'gtsﬁoeilg goar\;iizzi;:\rlggzr:ri
estate D6, Spinetta Marengo (Alessandria). of these procedures, the bondholders under the Guala
These financial statements, following the merger with Guala Closures Bonds and the RCF lenders were also requested
Closures Group Pre-Merger (acquired on 31 July 2018) comple- to release certain security interests created to secure
ted on 6 August 2018 by Spaces S.p.A., are the first separate their obligations under the relevant agreements. On 20
financial statements prepared after the transaction and include July 2018 and on 19 July 2018, the bondholders under
the assets of Space4 S.p.A. from 1 January 2018 to 5 August the Guala Closures Bonds and the RCF lenders respec-
2018 and the operating business acquired by pre-merger Guala tively, agreed to grant the above-mentioned waivers
Closures, starting 6 August 2018. The comparative figures as and carried out the necessary activities to release the
at 31 December 2017 include the period from 19 September relevant security interests.
ég!;’n\gzregoapfihsﬁigstzsl:ztr?ll\))IShEd' through to 31 C. Following the consent solicitation procedures described
' under letter (B), on 1 August 2018, pre-merger Guala
Such aspect has to be considered in comparing the financial Closures, by agreement with Space, fully repaid the
statements figures among the two period end dates. Guala Closures Bond and RCF for an amount of 100% of
The Company is also the holding company of Guala Closures such totals, plgs any interest accrued as ,at the date of
Group. repayment, using the proceeds from the intercompany
loan of Euro 552,475,767 granted by Space4 on 20
Guala Closure S.p.A!s main activities involve the design and July 2018. Part of such intercompany loan was made
manufacturing of anti-adulteration (safety) closures, cus- available to Space4 on the same date further to the
tom closures (luxury), aluminum closures for wines (wine), signing by the latter of a bridge facility agreement (the
standard closures (roll-on) and others. “Bridge Facility Agreement”) with UniCredit Bank AG,
The Company also acts as the Italian holding company for Milan Branch, acting as agent, and the original bridge
Guala Closures Group. lenders (Credit Suisse AG, Milan Branch, Banca IlVI! S.p.A.,
Banco BPM S.p.A., Barclays Bank PLC and UniCredit
Currently, the Group is the European and international leader S.p.A.) for an amount equal to Euro 450 million, which
in the production of plastic safety closures for spirits bottles, was repaid during the year.
with over 60 years' experience in the sector. ,
D. Furthermore, on 20 July 2018, Space4 entered into a
It is also the leading European producer of aluminium clo- new revolving credit facility agreement governed by
sures for spirits bottles. the law in England and Wales, for a maximum amount
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of Euro 80 million (the “New RCF") with UniCredit Bank
AG, Milan Branch, as the agent, and the original lenders
(Credit Suisse International, Banco BPM S.p.A., Barclays
Bank PLC, Intesa Sanpaolo S.p.A. and Unicredit S.p.A.).
The New RCF will expire five years and six months after
the first utilization of the bridge financing described
under letter (C) above.

E. Following the Merger (as defined below), the post-merger
Guala Closures will be liable for all the obligations arising
under the Bridge Facility Agreement and the New RCF.

F.  On 3 October 2018, Guala Closures S.p.A. fully repaid the
Euro 450 million bridge loan, using the proceeds from a
floating-rate bond issue due in 2024 of Euro 455 million
(the "Bonds") (Euribor 3 months +3.5% - zero floor) under
an indenture contract governed by the laws of the State
of New York. The contract was signed, inter alia, by Guala
Closures S.p.A., as the issuer, The Law Debenture Trust
Corporation p.l.c., as the senior secured notes trustee
and Bondholders’ representatives pursuant to articles
2417 and 2418 of the Italian Civil Code, Deutsche Bank
AG, London branch, as the paying agent, and Deutsche
Bank Luxembourg S.A., as the transfer agent and the
registrar (the “Indenture”).

On 11 October 2018, under some agreements to partici-
pate in the new RCF and a supplement to the indenture,
Guala Closures International B.V., Guala Closures U.K.
Limited, Guala Closures Australia Holdings Pty Ltd,
Guala Closures Australia Pty Ltd, Guala Closures New
Zealand Limited, Guala Closures do Brasil LTDA and
Guala Closures Iberica S.A. granted first-level collateral
to guarantee the facility made available by the new RCF
and the Bonds.

In addition to the above and in order to guarantee the
facility made available by the new RCF and the Bonds, the
following companies granted the following guarantees:

i.  Pledge over Guala Closures International B.V. shares
held by Guala Closures S.p.A;

ii. Specific security deed on Guala Closures Australia
Holdings Pty Ltd shares held by Guala Closures
International B.V,;

iii. Specific security deed on Guala Closures Australia

Holdings Pty shares held by Guala Closures Australia

Holdings Pty Ltd;

Pledge over the FPI and shares of Guala Closures
Ukraine LLC held by Guala Closures International BV,

v. Specific security deed on Guala Closures New
Zealand Limited shares held by Guala Closures
International B.V,;

vi. Charge on Guala Closures U.K. Limited shares held
by Guala Closures International B.V,;
vii. Pledge over Guala Closures DGS Poland S.A. shares

held by Guala Closures International B.\V,;

i. Closing of the Business Combination and admission
to listing

On the closing date of the Business Combination (i.e., on
31 July 2018) the acquisition of the 61,200,000 ordinary
shares of pre-merger Guala Closures (equal to 78.13%
of its share capital) was completed with the transfer
by GCL of (i) 52,316,125 ordinary shares of pre-merger
Guala Closures to Space, (i) 7,403,229 ordinary shares
of pre-merger Guala Closures to PIl G S.a r.l., and (iii)
1,480,646 ordinary shares of pre-merger Guala Closures
to Quaestio Capital SGR S.p.A., against the payment of
the agreed consideration. Furthermore, on the same
date pre-merger Guala Closures and Space4 signed the
merger deed, the effects of which have passed from 6
August 2018 following the approval of the prospectus
by Consob (the Italian commission for listed companies
and the stock exchange) and listing of Space4. The com-
pany resulting from the Merger adopted the corporate
name of “Guala Closures S.p.A" and its ordinary shares
and market warrants have been traded on the Italian
Stock Exchange (Mercato Telematico Azionario), within
the Star Segment since 6 August 2018.

(2) ACCOUNTING POLICIES

Guala Closures S.p.A’s separate financial statements at 31
December 2018 have been prepared in accordance with
the IFRS issued by the International Accounting Standards
Board and endorsed by the European Union, and related
interpretations.

The financial statements drafted in accordance with IFRS
standards, with the exception of the provisions of IFRS 3 with
reference to the business combination that took place during
the year, have been prepared on the basis of the historic
cost principle, amended as required for the measurement of
certain financial instruments and other assets and liabilities
at fair value, and on a going concern basis.

The financial statements have also been prepared in com-
pliance with the provisions adopted by CONSOB for financial
statements in application of article 9 of Legislative Decree
38/2005 and other rules and provisions issued by CONSOB
regarding financial statements. The separate financial
statements have been drafted clearly and provide a true
and fair view of the Company'’s financial position, results
of operations and cash flows.

The separate financial statements of Guala Closures S.p.A.
consists of the following formats:

» statement of financial position captions are classified by
current and non-current assets and liabilities;

» statement of profit or loss and other comprehensive
income captions are classified by nature;

= the statement of cash flows has been prepared using the
indirect method;

» the statement of changes in equity has been prepared in
accordance with the structure of changes in equity.
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Guala Closures S.p.A. has prepared its separate financial
statements in Euro, which is the Company'’s functional
currency, without decimals, except for the notes, which
have been prepared in thousands of Euro. Any discrepancies
between financial statements balances and those of the
tables of the notes to the separate financial statements are
due exclusively to rounding and do not alter their reliability
or substance.

The Company's Board of Directors approved the publication
of the separate financial statements on 19 March 2019.

The Company belongs to Guala Closures Group, which
prepares the consolidated financial statements figures for
Guala Closures S.p.A. and its subsidiaries, in the smallest
and largest perimeter of the Group.

No subject has been identified as managing and coordinating
the Company and Group.

(a) Use of estimates and judgements

Management has to make judgements, estimates and
assumptions that affect the application of accounting po-
licies and the carrying amounts of assets, liabilities, costs
and revenue. Estimates and the related assumptions are
based on past experience and other factors considered to
be reasonable in the circumstances. They are adopted to
estimate the carrying amount of assets and liabilities that
cannot easily be assumed from other sources. However,
as they are estimates, the actual figure may not match the
result of the estimate.

Information about assumptions and estimation uncertainties
that have a significant risk of resulting in a material adjust-
ment in the year ended 31 December 2018 is included in
the following notes: allowances for impairment (Note (p)
estimated expected credit loss) and for inventory obsoles-
cence (Note 7 estimated recoverable value of inventories),
amortization and depreciation of non-current assets (Notes
(h) (j) estimated useful life of assets), employee benefits
(Note 24 estimated actuarial assumptions), taxes (Note 37
estimated future taxable income), funds (Note 21), valua-
tion of derivative financial instruments (Note 22 estimate
of interest rates) and evaluation of the effects of business
combinations (Note 3 estimate of fair value of assets and
liabilities acquired), market warrants (Note 40 estimate of
fair value market warrants)

Such estimates and assumptions are reviewed regularly.
Any changes arising therefrom are recognized in the year
in which the review takes place if this only affects that year.
If the review relates to both current and future years, the
change is recognized in the year in which the review takes
place and in the related future year.

(b) Changes in accounting standards

The following new standards and amendments applicable
from 1 January 2018 were adopted by the Company:

= |IFRS 15 Revenue from contracts with customers. This stan-
dard was issued by the IASB in May 2014 and amended in
April 2016. It introduces a general framework to establish
the nature, amount and timing of revenue recognition. It
replaced IAS 18 Revenue, IAS 11 Construction contracts
and IFRIC 13 Customer loyalty programmes.Specifically,
IFRS 15 introduces a five-step model framework for
revenue recognition:

> identify the contract(s) with a customer;
> identify the performance obligations in the contract;
> determine the transaction price;

> allocate the transaction price to the performance obli-
gations in the contract;

> recognize revenue when (or as) the entity satisfies a
performance obligation.

Upon first-time adoption of this standard, the Company
opted for the cumulative effect method to recognize prior
year impacts.

The adoption of IFRS 15 had no impact. Consequently, it
was not necessary to adjust retained earnings or losses
carried forward and, therefore equity.

Starting FY 2018, revenues are therefore measured
considering the price specified in the contract with the
customer. The Company, which generally operates as
principal, books revenues when it transfers control over
goods or services (point in time). The control of the safety
closures and standard products is transferred to customers
when goods are delivered to their sites or when goods
are accepted by the carrier chosen by the client if earlier,
and, accordingly, the Company recognizes the related
revenues at that point. As a rule, no additional contractual
performance obligations apply to the Company.

No significant discounts are envisaged for end customers
and no contracts envisaged that allow customers to return
products with new goods or through cash reimbursements.

As a rule, no costs are generally incurred to obtain or
execute a contract with a client.

IFRS 15 has not had any significant impact on the Com-
pany's measurement criteria in connection with other
income flows.

» IFRS 9 Financial instruments. The IASB issued the final
version of IFRS 9 Financial instruments in July 2014,
replacing IAS 39 Financial instruments: recognition and
measurement. Recognition and measurement of all pre-
vious versions of IFRS 9. IFRS 9 combines all three aspects
relating to the project for financial instrument accounting:
classification and valuation, impairment and hedge ac-
counting. Except for hedge accounting, this standard is
to be applied retrospectively. However, the provision of
comparative figures is not mandatory.
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IFRS 9 introduces new provisions about the classifica-
tion and measurement of financial assets which reflect
the business model to manage the financial assets and
the characteristics of their cash flows. IFRS 9 classifies
financial assets into three main categories: at amortized
cost, at fair value through other comprehensive income
(FVOCI) and at fair value through profit or loss (FVTPL).
The categories established in I1AS 39 (held until maturity,
loans and receivables and available for sale) are eliminated.

Consequently, following the adoption of IFRS 9 on a pros-
pective basis, the corresponding figures for 2017 will be
presented under IAS 39 categories, while those for 2018
will be in line with IFRS 9 categories.

IFRS 9 replaces the incurred loss model under IAS 39 with
the expected credit loss (ECL) model. This model envisages
a significant level of measurement of the impact of the
changes in economic factors on the ECL which will be
weighted based on probability.

IFRS 9 substantially confirms the provisions of IAS 39
about the classification of financial liabilities.

However, while under IAS 39 all changes in the fair value
of the liabilities designated at FVTPL shall be recognized in
the profit or loss for the year, under IFRS 9, these changes
shall be presented as follows:

> the fair value changes attributable to the changes in
the credit risk of the liability shall be presented under
other comprehensive income; and

> the residual amount of the fair value changes shall be
recognized in the profit or loss for the year.

With respect to hedge accounting strategies, under IFRS 9,
the Company shall ensure that these relationships are in line
with targets and its risk management strategy and that a

more qualitative and forward-looking approach is applied
when evaluating the effectiveness of the hedge. Furthermore,
IFRS 9 introduces new provisions which rebalance hedging
relationships and prevent the voluntary discontinuation of
hedge accounting. Under the new model, more risk mana-
gement strategies, specifically those that also hedge a risk
component (other than the currency risk) of a non-financial
element, may be eligible for hedge accounting. At present,
the Company does not hedge these risk components.

The Company enters into interest rate swaps (IRS) to hedge
the changes in the cash flows arising from the floating-rate
finance leases related to the Spinetta Marengo plant against
interest rates fluctuations.

In accordance with the preliminary assessment carried out
by the Company, the hedge accounting relationships pre-
viously designated under IAS 39 meet IFRS 9 requirements.
Indeed, the Company completed the changes required for
monitoring processes and internal documentation.

Given the limited number of transactions which fall under
the scope of IFRS 9, there are no effects. Specifically, the
adoption of the ECL approach, instead of the incurred loss
approach, does not cause any significant change in the
allowance for impairment of trade receivables. Indeed, the
current Company policy already envisages the assessment
of the credit risk associated with customers, similarly to the
notion of expected credit losses under IFRS 9.

The table below and related explanatory notes show the
original measurement categories envisaged by IAS 39 and
those introduced by IFRS 9 for each type of financial asset
and liability of the Company as at 1 January 2018.

The effect of the application of IFRS 9 on the book values of
financial asset as at 1 January 2018 only refers to the new
classifications of financial assets and liabilities.

compliance with IAS 39

compliance with IFRS 9

at 31 December 2017

Financial assets Note Original classification in | New classification in IAS 39 carrying amount | IFRS 9 carrying amount
compliance with IAS 39 | compliance with IFRSS |at 31 December 2017 | at 31 December 2017

. and‘ 4) Loans and receivables Amortized cost 512,206 512,206

cash equivalents

Financial liabilities Note Original classification in | New classification in IAS 39 carrying amount | IFRS 9 carrying amount

at 31 December 2017

Current financial

. 17) | Other financial liabilities
liabilities

Other financial liabilities

12,500

12,500

Trade payables 18) | Other financial liabilities

Other financial liabilities

4,490

4,490
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(c) Accounting for business combinations

Business combinations are accounted for using the acquisition
method at the acquisition date, which is the date on which
control is transferred to the Company. Control is the power
to govern the financial and operating policies of an entity so
as to obtain benefits from its activities. In assessing control,
the Company takes into consideration potential voting rights
that are currently exercisable.

The measures goodwill as at the date of acquisition, as follows:
» the fair value of the consideration transferred; less

= the net recognized amount (generally fair value) of the
identifiable assets acquired and liabilities assumed.

When the excess is negative, a bargain purchase gain is reco-
gnized immediately in profit or loss in the other income caption.

The consideration transferred does not include amounts
related to the settlement of pre-existing relationships. Such
amounts are generally recognized in profit or loss.

Costs related to the acquisition, other than those associated
with the issue of debt or equity securities, that the Com-
pany incurs in connection with a business combination are
expensed as incurred.

Any contingent consideration payable is recognized at fair
value at the acquisition date. If the contingent consideration
is classified as equity, it is not remeasured and settlement is
accounted for in equity. Otherwise, subsequent changes to
the fair value of the contingent consideration are recognized
in profit or loss.

If the Company is required to replace incentives held by
employees of the acquiree (acquiree incentives) relative to
past provisions with its own incentives recognized on share-
based payments of the acquirer (replacement incentives),
such replacement incentives of the acquiring party or part
thereof must be included in the measurement of the price
paid in the business combination, determining the amounts
on the basis of market valuation of the replacement incen-
tives with respect to the market valuation of the incentives
of the acquiree and the extent to which the replacement
incentives refer to past and/or future service.

(d) Foreign currency

Foreign currency transactions, including the effects of fair value
adjustments arising from business combinations and goodwill
from acquisitions of entities whose functional currency is not
the Euro, are translated into the functional currency applying
the exchange rate ruling on the date of the transaction. Mo-
netary items in foreign currency existing at the reporting date
are translated into Euro using the closing rate. Exchange rate
gains and losses are taken to profit or loss. Non-monetary
items measured at their historical cost in foreign currency are
translated using the exchange rate ruling on the transaction
date. Non-monetary items measured at fair value in foreign
currency are translated into Euro using the exchange rates
ruling on the date their fair value was determined.

(e) Inventories

Inventories are measured at the lower of purchase or pro-
duction cost and net realizable value. Net realizable value is
the estimated selling price in the ordinary course of business
less estimated costs of completion and estimated costs
necessary to make the sale.

The production cost of finished goods includes the portions
of the costs of raw materials and external materials and
processing, as well as all other direct and indirect production
costs reasonably attributable to the products, excluding
financial expense.

Purchase or production cost is calculated on a weighted
average cost basis.

Obsolete and/or slow-moving inventories are written down
on the basis of their estimated possibility of use or future
realizable value, through an accrual to the specific allowance
adjusting the value of inventories. The amount is reinstated
if, in subsequent years, the reasons for the write-down no
longer exist.

(f) Assets held for sale and discontinued operations

Non-current assets, or disposal groups comprising assets
and liabilities, are classified as held-for-sale if it is highly
probable that they will be recovered primarily through sale
rather than through continuing use.

Such assets, or disposal groups, are generally measured
at the lower of their carrying amount and fair value less
costs to sell. Any impairment loss on a disposal group is
allocated first to goodwill, and then to the remaining assets
and liabilities on a pro rata basis, except that no loss is allo-
cated to inventories, financial assets, deferred tax assets or
employee benefit assets, which continue to be measured in
accordance with the Company's other accounting policies.
Impairment losses on initial classification as held-for-sale
or held-for-distribution and subsequent gains and losses
on remeasurement are recognized in profit or loss.

Once classified as held-for-sale, intangible assets and
property, plant and equipment are no longer amortized or
depreciated.

(g) Investments in subsidiaries

Investments in subsidiaries, associates and joint ventures
are recognised at cost, adjusted in the event of impairment.
The cost is the purchase value or value accounted for fol-
lowing the merger and it corresponds to the value of their
contribution to the consolidated financial statements, as at
the date considered on such books as the date of acquisition.

Any positive difference, emerging as at the purchase, between
the cost of acquisition and the portion of equity at current
values of the subsidiary pertaining to the Company is included
in the carrying value of the equity investment and is annually
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tested for impairment, comparing the full book value of the
equity investment with its recoverable value (the higher of
value in use and fair value net of the costs of sale).

If evidence is found that the equity investments have suf-
fered a loss in value, this is noted on the income statement
as impairment. If the portion pertaining to the Company of
the losses of the subsidiary should exceed the book value
of the investment and the Company is held liable for such,
the value will be written off and the portion of the addi-
tional losses noted as a provision in the liabilities. Should
the impairment losses subsequently no longer apply or be
reduced, they are reversed to profit or loss within the limits
of the original book value.

Investments held in other companies, comprising non-current
financial assets and financial assets not held for trading, for
which the fair value is difficult to determine, as they are not
listed, are measured at cost of acquisition or subscription,
potentially reduced for impairment. If any share pertaining
to the Company of the losses should exceed the book value
of the investment as recorded, the value of the investment is
zeroed and the portion of the additional losses is not noted
as a liability unless the Company has made a legal or implicit
commitment to cover such.

(h) Property, plant and equipment

Property, plant and equipment are recognized at historical
cost, including directly related ancillary costs necessary
for the use of the asset. Borrowing costs related to loans
taken out specifically for investments in property, plant and
equipment are considered part of the carrying amount of
the related assets and, as such, capitalized.

Subsequent expenditure is included in an asset's carrying
amount when it is probable that the future economic benefits
exceeding those determined originally will flow to the Com-
pany. This expenditure is amortized over the related asset's
residual useful life. All other expenditures are expensed in
the year in which are incurred.

Internal extraordinary maintenance costs are classified in the
caption “Work performed by the Company and capitalized".

Where significant components of the asset have different
useful lives, they are recognized separately.

Property, plant and equipment are shown net of accumu-
lated depreciation and any impairment losses determined
as set out later on.

Depreciation is calculated to write off the cost of items of
property, plant and equipment less their estimated residual
values using the straight-line method over their estimated
useful lives, and is generally recognized in profit or loss. Leased
assets are depreciated over the shorter of the lease term
and their useful lives unless it is reasonably certain that the
Company will obtain ownership by the end of the lease term.

Land is not depreciated.

Depreciation methods, useful lives and residual values are
reviewed at each reporting date and adjusted if appropriate.

The annual depreciation rates are as follows:

Rates
Buildings 3%
Generic plant 5% - 7.5% - 10%
Specific plant 12.5%
Furnaces 15%

20%
40%
12%
20%
7.5%
20%
25%
7.5%
6.67% - 7.75% -

Air-conditioning systems

Laboratory equipment

Ordinary office furniture and equipment and fittings
Electronic office equipment

Lifting devices

Vehicles for transport

Cars

Generic equipment

Machinery 10% - 15.50%
Presses 6.67%
Purification plant 7.5% - 15%
Moulds 10% -12.5%

20%
12%
25%
7.5%
10%
12%
10%
20%
7.5%

Internal means of transport

Cafeteria systems

Equipment

Cafeteria equipment

Cafeteria furniture

Fittings for exhibitions and trade fairs
Light constructions

Mobile phones

Shelving

Subsequent expenditure is included in an asset's carrying
amount when it is probable that the future economic benefits
exceeding those determined originally will flow to the Com-
pany. This expenditure is amortized over the related asset's
residual useful life. All other expenditures are expensed in
the year in which are incurred.

At the time of disposal or when there are no expected fu-
ture economic benefits from an asset’s use, the caption is
derecognized. Any gain or loss (calculated as the difference
between the sales amount and carrying amount) is taken
to profit or loss in the year of derecognition.

(i) Leasing

Finance leases

Leases for property, plant and equipment where the Com-
pany substantially takes on all risks and rewards incidental
to ownership are classified as finance leases. Plant and
machinery acquired under finance leases are recognized at
the lower of fair value and the present value of the minimum
lease payments due at the inception of the lease, net of
accumulated depreciation and any impairment losses. The
related assets, liabilities, revenue and expense deriving from
the lease are recognized under the financial method at the
inception of the lease, i.e., when the lessee is authorized to
exercise its right to use the leased asset.

Property, plant and equipment acquired under finance leases
are depreciated over the related asset's useful life.
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Interest expense on finance lease payments is recognized
in profit or loss using the effective interest method.

Operating leases

Those leases where the Company does not substantially
take on all risks and rewards incidental to ownership are
recognized as operating leases. Operating lease payments
are taken to profit or loss on a straight-line basis over the
lease term.

(j) Intangible assets

Goodwill

Goodwill arising from the acquisition of subsidiaries is initially
recognized at cost. After initial recognition, goodwill is adjusted
for any accumulated impairment losses, determined using
the criteria described in paragraph (p) “impairment losses’.

Other intangible assets

These assets are measured at cost, determined in the same
way as described for property, plant and equipment.

Other intangible assets, which all have a finite useful life,
are subsequently shown net of accumulated amortization
and any impairment losses, determined in the same way as
described for property, plant and equipment.

Useful life is checked annually and, where necessary, any
changes are reflected on a prospective basis.

The gain or loss arising from the disposal of an intangible
asset is determined as the difference between the net
disposal proceeds and carrying amount. It is recognized in
profit or loss at the time of disposal.

Research expenditure

Expenditure on research undertaken to gain scientific and
technical knowledge and information is recognized as an
expense when incurred.

Development expenditure

Development expenditure, which also relates to the application
of research findings to a plan or design for the production
of new or substantially improved products or processes, is
capitalized when the product or process is feasible in tech-
nical and commercial terms and the Company has adequate
resources to complete the development stage.

Capitalized development expenditure is measured at cost,
net of accumulated amortization and impairment losses.

Internal capitalized development expenditure is classified in
the caption "Work performed by the Company and capitalized”

Subsequent expenditure is included in an asset's carrying
amount when it is probable that the future economic bene-

fits exceeding those determined originally will flow to the
Company. This expenditure is amortized over the related
asset's residual useful life. All other expenditure is expensed
in the year in which itis incurred.

Amortization rates for other intangible assets applied in
2018 are as follows:

Rates

20%

20%

10%

20%

20%

20% or proportional
contract term

Development expenditure
Patents
Trademarks

Software
Licenses

Other capitalized expenditure

(k) Income tax

Income tax expense comprises current and deferred tax.
It is recognized in profit or loss except to the extent that
it relates to a business combination, or items recognized
directly in the consolidated statement of equity or in OCI.

Current tax comprises the expected tax payable or receivable
on the taxable profit or loss for the year and any adjustment
to tax payable or receivable in respect of previous years. It
is measured using tax rates enacted or substantially enac-
ted at the reporting date. Current tax also includes any tax
arising from dividends.

Current tax also includes any tax arising from dividends and
any interest and penalties imposed by the tax authorities
following their review of the tax position of previous years
which found a difference in tax due.

Deferred tax is recognized in respect of temporary differences
between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for
taxation purposes.

Deferred tax is not recognized for:

» temporary differences on the initial recognition of assets
or liabilities in a transaction that is not a business com-
bination and that affects neither accounting nor taxable
profit or loss;

= temporary differences related to investments in subsidia-
ries, associates and joint arrangements to the extent that
the Company is able to control the timing of the reversal
of the temporary differences and it is probable that they
will not reverse in the foreseeable future; and

» taxable temporary differences arising on the initial reco-
gnition of goodwill.

Deferred tax assets are recognized for unused tax losses,
unused tax credits and deductible temporary differences to
the extent that it is probable that future taxable profits will
be available against which they can be used. Deferred tax
assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related
tax benefit will be realised.
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Deferred tax is measured at the tax rates that are expected
to be applied to temporary differences when they reverse,
using tax rates enacted or substantially enacted at the
reporting date. The measurement of deferred tax reflects
the tax consequences that would follow from the manner in
which the Company expects, at the reporting date, to recover
or settle the carrying amount of its assets and liabilities.

The income tax consequences of dividends are recognized
when the dividend is approved.

In determining the amount of current and deferred tax, the
Company takes into account the impact of uncertain tax
positions and whether additional taxes and interest may be
due. The Company believes that its accruals for tax liabilities
are adequate for all open tax years based on its assessment
of many factors, including interpretations of tax law and
prior experience. This assessment relies on estimates and
assumptions and may involve a series of judgements about
future events. New information may become available that
causes the Company to change its judgement regarding
the adequacy of existing tax liabilities; such changes to tax
liabilities will impact tax expense in the period that such a
determination is made.

(I) Financial instruments

Recognition and measurement

Trade receivables and debt securities issued are noted at
the time they are originated. All other financial assets and
liabilities are noted initially as at the trading date, i.e. when
the Company becomes a contractual party to the financial
instrument.

A financial asset (unless it is a trade receivable without a
significant financing component) or financial liability is initially
measured at fair value plus, for an item not at FVTPL, tran-
saction costs that are directly attributable to its acquisition
or issue. A trade receivable without a significant financing
component is initially measured at the transaction price.

Classification and subsequent measurement

Financial assets - Policy applicable starting 1 January 2018

On initial recognition, a financial asset is classified as mea-
sured at: amortised cost; FVOCI — debt investment; FVOCI
— equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial
recognition unless the Company changes its business model
for managing financial assets, in which case all affected
financial assets are reclassified on the first day of the first
reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets
both of the following conditions and is not designated as
at FVTPL:

= it is held within a business model whose objective is to
hold assets to collect contractual cash flows; and

= its contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of
the following conditions and is not designated as at FVTPL:

= it is held within a business model whose objective is
achieved by both collecting contractual cash flows and
selling financial assets; and

» its contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.

On initial recognition of an equity investment that is not held
for trading, the Company may irrevocably elect to present
subsequent changes in the investment’s fair value in OCI.
This election is made on an investment-by-investment basis.

All financial assets not classified as measured at amortised
cost or FVOCI as described above are measured at FVTPL.
This includes all derivative financial assets (see paragraph
(m)). On initial recognition, the Company may irrevocably
designate a financial asset that otherwise meets the requi-
rements to be measured at amortised cost or at FVOCI as
at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.

Financial assets: Business model assessment - Policy ap-
plicable starting 1 January 2018

The Company makes an assessment of the objective of the
business model in which a financial asset is held at a port-
folio level because this best reflects the way the business
is managed and information is provided to management.
The information considered includes:

» the stated policies and objectives for the portfolio and
the operation of those policies in practice. These include
whether management's strategy focuses on earning
contractual interest income, maintaining a particular in-
terest rate profile, matching the duration of the financial
assets to the duration of any related liabilities or expected
cash outflows or realising cash flows through the sale of
the assets;

= how the performance of the portfolio is evaluated and
reported to the Company’s management;

» the risks that affect the performance of the business
model (and the financial assets held within that business
model) and how those risks are managed;

= how managers of the business are compensated — e.g.
whether compensation is based on the fair value of the
assets managed or the contractual cash flows collected; and

= the frequency, volume and timing of sales of financial
assets in prior periods, the reasons for such sales and
expectations about future sales activity.

Transfers of financial assets to third parties in transactions
that do not qualify for derecognition are not considered sales
for this purpose, consistent with the Company's continuing
recognition of the assets.
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Financial assets that are held for trading or are managed
and whose performance is evaluated on a fair value basis
are measured at FVTPL.

Financial assets: Assessment whether contractual cash
flows are solely payments of principal and interest - Policy

Financial assets: subsequent measurement and gains and
losses - Policy applicable starting 1 January 2018

These assets are subsequently measured at
fair value. Net gains and losses, including any
interest or dividend income, are recognised in
profit or loss. However, see paragraph (m) for
derivatives designated as hedging instruments.

Financial assets
measured at FUTPL

applicable starting 1 January 2018

For the purposes of this assessment, ‘principal’ is defined
as the fair value of the financial asset on initial recognition.
‘Interest’ is defined as consideration for the time value of
money and for the credit risk associated with the principal
amount outstanding during a particular period of time and
for other basic lending risks and costs (e.g. liquidity risk and
administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are solely
payments of principal and interest, the Company considers
the contractual terms of the instrument. This includes as-
sessing whether the financial asset contains a contractual
term that could change the timing or amount of contractual
cash flows such that it would not meet this condition. In
making this assessment, the Company considers:

» contingent events that would change the amount or
timing of cash flows;

= terms that may adjust the contractual coupon rate, inclu-
ding variable-rate features;

= prepayment and extension features; and

» terms that limit the Company’s claim to cash flows from
specified assets (e.g. non-recourse features).

A prepayment feature is consistent with the solely payments
of principal and interest criterion if the prepayment amount
substantially represents unpaid amounts of principal and inte-
rest on the principal amount outstanding, which may include
reasonable additional compensation for early termination
of the contract. Additionally, for a financial asset acquired
at a discount or premium to its contractual par amount, a
feature that permits or requires prepayment at an amount
that substantially represents the contractual par amount
plus accrued (but unpaid) contractual interest (which may
also include reasonable additional compensation for early
termination) is treated as consistent with this criterion if
the fair value of the prepayment feature is insignificant at
initial recognition.

These assets are subsequently measured at
amortised cost using the effective interest
method. The amortised cost is reduced by
impairment losses. Interest income, foreign
exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on
derecognition is recognised in profit or loss.

These assets are subsequently measured at
fair value. Interest income calculated using the
effective interest method, foreign exchange
Debt investment gains and losses and impairment are rec-
measured at FVOCI | ognised in profit or loss. Other net gains and
losses are recognised in OCI. On derecognition,
gains and losses accumulated in OCl are reclas-
sified to profit or loss.

These assets are subsequently measured at
fair value. Dividends are recognised as income
in profit or loss unless the dividend clearly
represents a recovery of part of the cost of the
investment. Other net gains and losses are
recognised in OCl and are never reclassified to
profit or loss.

Financial assets at
amortized cost

Equity investments
measured at FVOCI

Financial assets - Policy applicable before 1 January 2018

The Company classified its financial assets in the following
categories:

= loans and receivables;

» investments held to maturity;

= financial assets available for sale; and

= financial assets at FVTPL and, within this category:
> held for trading;
> derivative hedging instruments; or

> designated as at FVTPL.

Financial assets: subsequent measurement and gains and
losses - Policy applicable before 1 January 2018

Measured at fair value and changes therein,
including any interest or dividend income, were
recognised in profit or loss. However, for deriv-
atives designated as

hedging instruments, see paragraph (m).

Investments held to | Measured at amortized cost using the effective

Financial assets
measured at FUTPL

maturity interest method.
Loans and Measured at amortized cost using the effective
receivables interest method.

Measured at fair value and changes therein,
other than impairment losses, interest income
and foreign currency differences on debt in-
struments, were recognised in OCl and
accumulated in the fair value reserve. When
these assets were derecognised, the gain or
loss accumulated in equity was reclassified to
profit or loss.

Available-for-sale
financial assets
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Financial liabilities: classification, subsequent measurement
and gains and losses

Financial liabilities are classified as measured at amortised
cost or FVTPL. A financial liability is classified as at FVTPL
if it is classified as held-for-trading, it is a derivative or it
is designated as such on initial recognition. Financial lia-
bilities at FVTPL are measured at fair value and net gains
and losses, including any interest expense, are recognised
in profit or loss. Other financial liabilities are subsequently
measured at amortised cost using the effective interest
method. Interest expense and foreign exchange gains and
losses are recognised in profit or loss. Any gain or loss on
derecognition is also recognised in profit or loss.

See paragraph (m) for financial liabilities designated as
hedging instruments.

Derecognition

Financial assets - third parties

The Company derecognises a financial asset when the
contractual rights to the cash flows from the financial asset
expire, or it transfers the rights to receive the contractual
cash flows in a transaction in which substantially all of the
risks and rewards of ownership of the financial asset are
transferred or in which the Company neither transfers nor
retains substantially all of the risks and rewards of ownership
and it does not retain control of the financial asset.

The Company enters into transactions whereby it transfers
assets recognised in its statement of financial position, but
retains either all or substantially all of the risks and rewards
of the transferred assets. In these cases, the transferred
assets are not derecognised.

Financial liabilities

The Company derecognises a financial liability when its
contractual obligations are discharged or cancelled, or expire.
The Company also derecognises a financial liability when
its terms are modified and the cash flows of the modified
liability are substantially different, in which case a new fi-
nancial liability based on the modified terms is recognised
at fair value.

On derecognition of a financial liability, the difference between
the carrying amount extinguished and the consideration
paid (including any non-cash assets transferred or liabilities
assumed) is recognised in profit or loss.

Offsetting

Financial assets and financial liabilities are offset and the
net amount presented in the statement of financial position
when, and only when, the Company currently has a legally
enforceable right to set off the amounts and it intends
either to settle them on a net basis or to realise the asset
and settle the liability simultaneously.

(m) Derivatives, including hedge accounting

Derivatives, including hedge accounting - Policy applicable
starting 1 January 2018

The Company holds derivative financial instruments to
hedge its foreign currency and interest rate risk exposures.
Embedded derivatives are separated from the host contract
and accounted for separately if the host contract is not a
financial asset and certain criteria are met.

Derivatives are initially measured at fair value. Subsequent
to initial recognition, derivatives are measured at fair value,
and changes therein are generally recognised in profit or loss.

The Company designates certain derivatives as hedging
instruments to hedge the variability in cash flows associated
with highly probable forecast transactions arising from
changes in foreign exchange rates and interest rates and
certain derivatives and non-derivative financial liabilities
as hedges of foreign exchange risk on a net investment in
a foreign operation.

At inception of designated hedging relationships, the Com-
pany documents the risk management objective and strategy
for undertaking the hedge. The Company also documents
the economic relationship between the hedged item and
the hedging instrument, including whether the changes in
cash flows of the hedged item and hedging instrument are
expected to offset each other.

Cash flow hedges

When a derivative is designated as a cash flow hedging
instrument, the effective portion of changes in the fair value
of the derivative is recognised in OCl and accumulated in the
hedging reserve. The effective portion of changes in the fair
value of the derivative that is recognised in OCl is limited
to the cumulative change in fair value of the hedged item,
determined on a resent value basis, from inception of the
hedge. Any ineffective portion of changes in the fair value
of the derivative is recognised immediately in profit or loss.

The Company designates only the change in fair value of the
spot element of forward exchange contracts as the hedging
instrument in cash flow hedging relationships. The change
in fair value of the forward element of forward exchange
contracts (‘forward points’) is separately accounted for as a
cost of hedging and recognised in a costs of hedging reserve
within equity.

When the hedged forecast transaction subsequently results
in the recognition of a non-financial item such as inventory,
the amount accumulated in the hedging reserve and the cost
of hedging reserve is included directly in the initial cost of
the non-financial item when it is recognised.

For all other hedged forecast transactions, the amount
accumulated in the hedging reserve and

the cost of hedging reserve is reclassified to profit or loss
in the same period or periods during which the hedged
expected future cash flows affect profit or loss.

If the hedge no longer meets the criteria for hedge accounting

ANNUAL REPORT 2018

142



Notes to the separate financial statements of Guala Closures S.p.A.

or the hedging instrument is sold, expires, is terminated or
is exercised, then hedge accounting is discontinued pros-
pectively. When hedge accounting for cash flow hedges is
discontinued, the amount that has been accumulated in
the hedging reserve remains in equity until, for a hedge of
a transaction resulting in the recognition of a non-financial
item, it is included in the non-financial item'’s cost on its initial
recognition or, for other cash flow hedges, it is reclassified
to profit or loss in the same period or periods as the hedged
expected future cash flows affect profit or loss.

If the hedged future cash flows are no longer expected to
occur, then the amounts that have been accumulated in
the hedging reserve and the cost of hedging reserve are
immediately reclassified to profit or loss.

Derivatives, including hedge accounting - Policy applicable
before 1 January 2018

The policy applied in the comparative information presented
for 2017 is similar to that applied for 2018. However, for all
cash flow hedges, including hedges of transactions resulting
in the recognition of non-financial items, the amounts accu-
mulated in the cash flow hedge reserve were reclassified to
profit or loss in the same period or periods during which the
hedged expected future cash flows affected profit or loss.
Furthermore, for cash flow hedges that were terminated
before 2017, forward points were recognised immediately
in profit or loss.

(o) Share capital and equity

Ordinary shares

Incremental costs directly attributable to the issue of ordinary
shares are recognised as a deduction from equity. Income
tax relating to transaction costs of an equity transaction is
accounted for in accordance with IAS 12.

Buy-back and re-issue of ordinary shares (own shares)

When shares recognised as equity are repurchased, the amount
of the consideration paid, which includes directly attributable
costs, is recognised as a deduction from equity. Repurchased
shares are classified as treasury shares and are presented in
the treasury share reserve. When treasury shares are sold or
reissued subsequently, the amount received is recognised as
an increase in equity and the resulting surplus or deficit on
the transaction is presented within share premium.

Business combinations

When as a result of a takeover/acquisition of control not
involving the entire stake in the acquiree, the Company has
the potential obligation to acquire the residual investment
in the acquiree should the non-controlling interests exercise
a put option and the non-controlling interests still have
present access to the economic benefit associated with
the underlying ownership interests, it recognizes a liability

calculated by discounting the estimated value at the exercise
date using the present access method whereby a liability
is recognized decreasing the equity caption “Losses carried
forward"” in the first year, with subsequent remeasurement
recognized in profit or loss as financial expense.

Warrants.

The Company books Warrants according to the conditions
included in the respective regulations that determine their
function.

Warrants with fixed conversion hypothesis

Some warrants (sponsor warrants and management warrants)
envisages share subscription prices and exercise ratios that
are fixed and predetermined as at the date of their issue,
under the scope of pre-defined time frames. In these cases,
the Warrant Regulation envisages the number of shares to
be issued and the price (if applicable) that the owner must
pay to the company as at the date of exercise of the war-
rants. These instruments are accounted for by the Company
as equity instruments or instruments representing capital.

Warrants with variable conversion hypothesis

Some warrants (market warrants) have a variable conver-
sion ratio over time and according to the variability of the
market price of the underlying share and other parameters
envisaged by the issue regulation. Despite the variability of
the conversion ratio, the warrant maturity date is anticipated
to the achievement of certain thresholds of listing prices of
the underlying share (which therefore represents a cap to
its appreciation), with the faculty of settling the instrument
by delivering shares or liquid funds held by the owner of the
rights, or the issuer. These instruments are accounted for
by the Company as financial liabilities.

(p) Impairment losses

Non-derivative financial instruments - Policy applicable
starting 1 January 2018

Financial instruments and contract assets

The Company records provisions for expected impairment
losses relating to:

» financial assets measured at amortized cost;
= contract assets.

The Company measures the provisions for impairment at
an amount equal to the expected losses throughout the life
of the credit, with the exception of that specified below, for
the next twelve months:

» debt securities with a low credit risk as at the reporting
date; and
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= other bank current accounts and debt securities whose
credit risk (i.e. the risk of default seen throughout the ex-
pected life of the financial instrument) has not increased
significantly after first booking.

The provisions for doubtful debt and contract assets are
always measured at an amount equal to the expected losses
throughout the life time of the receivable.

To establish if a credit risk relating to a financial asset has
increased significantly since initial recognition, in order to
estimate the expected credit loss, the Company considers
reasonable, demonstrable information that is relevant and
available without excessive costs or efforts. Quantitative and
qualitative information are included, along with analyses,
based on the Company's past experience, of the assessment
of credit, not only on forward-looking information.

For the Company, the credit risk of a financial asset increases
significantly when the contractual payments are past due
by more than 90 days.

For the Company, default relating to a financial asset takes
place when:

= it is unlikely that a debtor will repay the full obligation
toward the Company, without it taking action to do such
as, for example, enforcing a guarantee (where given).

Expected losses on long-term receivables are expected
credit losses deriving from all possible defaults throughout
the expected life of a financial instrument.

Expected credit loss at 12 months are expected credit losses
deriving from possible defaults within twelve months of the
year end (or within a shorter time if the expected life of the
financial instrument is less than 12 months).

The maximum period to be taken into account in measuring
expected credit losses is the maximum contract terms during
which the Company is exposed to the credit risk.

Expected credit loss (ECL) is an estimate of the losses on
receivables, weighted according to probability. Losses on
receivables are the current value of all failures to collect
(i.e. the difference between cash flows due to the entity
in compliance with the contract and cash flows that the
Company expects to receive).

Impaired financial assets

At each year end date, the Company decides if the financial
assets measured at amortized cost and debt securities at
FVOCI are credit-impaired. A financial asset is ‘credit-im-
paired’ when one or more events that have a detrimental
impact on the estimated future cash flows of the financial
asset have occurred.

Provisions for impairment of financial assets measured at
amortized cost are deducted from the gross book value of
the assets.For debt securities at FVOCI, the loss allowance
is charged to profit or loss and is recognised in OCI.

The gross book value of a financial asset is written down
(partly or entirely) to the extent to which there is no real
prospect of recovery. For customers, the Company as-

sesses the timing and amount of impairment individually,
on the basis of the real prospects of recovery. The Company
does not normally envisage any significant recovery of the
amount written down. However, financial assets that have
been written down may be enforced in accordance with the
Company's debt collection procedures.

Non-derivative financial assets - Policy applicable before
1 January 2018
Financial assets not accounted for at FVTPL were measured

at each year end date to determine whether or not there
was objective evidence of impairment.

Objective evidence that a financial asset may have reduced
in value included:

= insolvency or non-payment by the debtor;

» restructuring of the debt towards the Company, at conditions
that the Company would not otherwise have considered;

= indications of debtor or issuer bankruptcy;

» unfavourable changes in payment status of debtors or
issuers;

» the disappearance of an active market for that security
because of financial difficulties; or

» the presence of observed data indicating a quantifiable
reduction in cash flow expected from a group of financial
assets.

Non-financial assets

At each reporting date, the Company reviews the carrying
amounts of its non-financial assets (other than biological
assets, investment property, inventories and deferred tax
assets) to determine whether there is any indication of
impairment. If any such indication exists, then the asset's
recoverable amount is estimated. Goodwill is tested annually
for impairment.

For impairment testing, assets are grouped together into
the smallest group of assets that generates cash inflows
from continuing use that are largely independent of the
cash inflows of other assets or CGUs. Goodwill arising from
a business combination is allocated to CGUs or groups of
CGUs that are expected to benefit from the synergies of
the combination.

The recoverable amount of an asset or CGU is the greater of
its value in use and its fair value less costs to sell. Value in
use is based on the estimated future cash flows, discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.

An impairment loss is recognised if the carrying amount of
an asset or CGU exceeds its recoverable amount.

Impairment losses are recognised in profit or loss. They are
allocated first to reduce the carrying amount of any good-
will allocated to the CGU, and then to reduce the carrying
amounts of the other assets in the CGU on a pro rata basis.
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An impairment loss in respect of goodwill is not reversed.
For other assets, an impairment loss is reversed only to the
extent that the asset's carrying amount does not exceed
the carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss had
been recognised.

(q) Employee benefits

The Company's net obligation in respect of defined benefit
plans is calculated separately for each plan by estimating
the amount of future benefits that employees have earned
in the current and prior periods, discounting that amount and
deducting the fair value of any plan assets. Such liabilities
are related mainly to TFR, as provided by Italian law.

The calculation of defined benefit obligations is performed
annually by a qualified actuary using the projected unit
credit method. When the calculation results in a potential
asset for the Company, the recognized asset is limited to
the present value of economic benefits available in the form
of any future refunds from the plan or reductions in future
contributions to the plan. To calculate the present value of
economic benefits, consideration is given to any applicable
minimum funding requirements.

Remeasurements of the net defined benefit liability, which
comprise actuarial gains and losses, the return on plan assets
(excluding interest) and the effect of the asset ceiling (if any,
excluding interest), are recognized immediately in OCI. The
Company determines the net interest expense (income)
on the net defined benefit liability (asset) for the period by
applying the discount rate used to measure the defined be-
nefit obligation at the beginning of the annual period to the
then-net defined benefit liability (asset), taking into account
any changes in the net defined benefit liability (asset) during
the period as a result of contributions and benefit payments.
Net interest expense and other expenses related to defined
benefit plans are recognized in profit or loss.

When the benefits of a plan are changed or when a plan
is curtailed, the resulting change in benefit that relates to
past service or the gain or loss on curtailment is recognized
immediately in profit or loss. The Company recognizes gains
and losses on the settlement of a defined benefit plan when
the settlement occurs.

Starting from 1 January 2007, the Finance Act (Law no.
296 of 27 December 2006, the «2007 Finance Act») and
the relevant implementation decrees introduced important
changes in the rules governing post- employment benefits
("TFR"), including the need for employees to decide on the
allocation of their future benefits. In particular, this reform
established that employees had to transfer the new amounts
of their benefits to established pension funds or leave them
with the Company; in the latter case, the Company would
pay these amounts to a specific INPS (Italian social security
institution) treasury account. Therefore, the post-employment
benefits stated in the separate financial statements at the
end of the year refers to the amount due to employees, not
yet paid but vested up to 31 December 2006.

(r) Provisions

Provisions include certain or probable costs and charges,
the amount or due date of which is unknown at year end.
A provision is recognized when a company has a present
obligation (legal or constructive) as a result of a past event, it
is probable that an outflow from the company of resources
embodying economic benefits will be required to settle
the obligation and a reliable estimate can be made of the
obligation. The provisions are stated as the best estimate
of the expenditure required to settle the obligation at the
reporting date or to transfer it to a third party at that date.
If the impact of discounting the time value of money is
significant, the provision is determined by discounting the
estimated outlay using a pre-tax discount rate that reflects
the current market assessment of the time value of money.
Where discounting is used, the increase in the provision due
to the passage of time is recognized as an interest expense.

(t) Revenues

The Company adopted IFRS 15 starting 1 January 2018. For
information on the measurement criteria applied to contracts
with customers, see paragraph (b).

(u) Government grants

Grants relating to assets and income are recognized when
there is reasonable assurance that the Company will comply
with the conditions attaching to them and that the grants
will be received. Grants related to assets are recognized as
deferred revenue under Other liabilities in the statement of
financial position and are taken to profit or loss on a syste-
matic basis to offset them against the depreciation of the
relevant assets. Grants relating to income are recognized
under Other operating income.

(v) Financial income and expense

The Company's financial income and expense comprise:

= interestincome;

= interest expense;

» dividends received;

= dividends on preference shares classified amongst liabilities;

= net profits or losses deriving from the sale of debt secu-
rities measured at FVOCI;

» net profits or losses from financial assets at FVTPL;
= exchange gains or losses on financial assets and liabilities;

» losses (restoration of losses) for impairment of debt se-
curities accounted for at amortized cost or FVOCI;

= income deriving from a business combination for revalua-
tion at fair of any investment already held in the acquiree;
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= reductions in the fair value of the potential price classified
as financial liabilities;

» ineffectiveness of the hedge noted in Profit or loss; and

» reclassifications of net profit or loss previously accounted
for to other comprehensive income on cash flow hedges
connected with the interest rate risk or exchange rate risk
for financial liabilities.

Interest income and expense are recognized in Profit or loss
on an accrual basis using the effective interest method.
Proceeds for dividends are accounted for when the right of
the Company to receive payment is established.

The "effective interest rate” corresponds to the rate that
exactly discounts estimated future payments or collections
throughout the life of the financial asset:

= at the gross book value of the financial asset; or
» at the amortized cost of the financial liability.

In calculating interest income and expense, the effective
interest rate is applied to the gross carrying amount of
the asset (when the asset is not credit-impaired) or to the
amortised cost of the liability. However, for financial assets
that have become credit-impaired subsequent to initial
recognition, interest income is calculated by applying the
effective interest rate to the amortised cost of the financial
asset. If the asset is no longer credit-impaired, then the
calculation of interest income reverts to the gross basis.

(x) Determination of fair value

Fair value is the price that would be received as at the date
of valuation for the sale of an asset or which would be paid
for the transfer of a liability in a regular transaction between
market operators on the main market (or most advanta-
geous) to which the Company has access at that time. The
fair value of a liability reflects the effect of a risk of default.

Several standards and disclosure requirements require the
determination of fair value of financial and non-financial
assets and liabilities.

Where available, the Company measures the fair value of
an instrument using the listed price of that instrument on
an active market. A market is active when the transactions
relative to the asset or liability take place with a frequency
and volumes that suffice to provide useful information in
determining the price on a continuous basis.

For lack of a price listed on an active market, the Company
uses measurement techniques, maximising the use of input
data that can be observed and minimising use of input data
that cannot be observed. The chosen measurement technique
includes all factors that market operators would consider
in the estimate of the price of the transaction.

If an asset or liability measured at fair value has a cash price
or bid price, the Company measures the active positions
and long positions at the cash price and liabilities and short
positions at the bid price.

The best evidence of the fair value of a financial instrument
at the time it is first accounted for, is usually the price of the
transaction (i.e. the fair value of the price given or received).
If the Company notes a difference between the fair value
at the time of initial booking and the transaction price and
fair value is not determined neither by using a price listed
on an active market for identical assets or liabilities nor by
means of a measurement technique for which input data is
not observed and is considered insignificant, the financial
instrument is initially measured at fair value, rectified to
differentiate between the fair value at the time of initial
booking and the transaction price. Subsequently, this diffe-
rence is noted in the Profit or loss throughout the duration
of the instrument using a suitable method, but not beyond
the time when the valuation is entirely supported by market
data that can be observed or the transaction is completed.

Fair values are categorised into different levels in a fair
value hierarchy based on the inputs used in the valuation
techniques as follows:

= Level 1 - quoted prices (unadjusted) in active markets for
identical assets or liabilities;

» Level 2 — inputs other than quoted market prices included
in Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices);

» Level 3 —inputs for the asset or liability that are not based
on observable market data (unobservable inputs).

If the inputs used to measure the fair value of an asset or a
liability are categorized into different levels of the fair value
hierarchy, then the fair value measurement is categorised
in its entirety in the level of the lowest level input that is
significant to the entire measurement.

The Company recognizes transfers between levels of the
fair value hierarchy at the end of the reporting period during
which the change has occurred.

(w) Standards, amendments and interpretations not
yet applicable

Below are the new standards applicable for the years beginning
after 1 January 2018, for which early application is allowed.
However, the Company has decided not to adopt them early
for preparation of these separate financial statements.

Of the standards that are not yet applicable, it is expected
that IFRS 16 shall have a significant effect on the Company's
financial statements in the period of first application.
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IFRS 16 Leasing

The Company is required to adopt IFRS 16 Leases from 1
January 2019. The Company has assessed the estimated
impact that initial application of IFRS 16 will have on its
consolidated financial statements, as described below. The
actual impacts of adopting the standard on 1 January 2019
may change because:

= the Company has not finalised the testing and assessment
of controls over its new IT systems; and

» the new accounting policies are subject to change until
the Company presents its first financial statements that
include the date of initial application.

IFRS 16 introduces a single, on-balance sheet lease accounting
model for lessees. A lessee recognises a right-of-use asset
representing its right to use the underlying asset and a lease
liability representing its obligation to make lease payments.
There are recognition exemptions for short-term leases and
leases of low-value items. Lessor accounting remains similar
to the current standard — i.e. lessors continue to classify
leases as finance or operating leases.

IFRS 16 replaces existing leases guidance, including IAS
17 Leases, IFRIC 4 Determining whether an Arrangement
contains a Lease, SIC-15 Operating Leases — Incentives and
SIC-27 Evaluating the Substance of Transactions Involving
the Legal Form of a Lease.

i. Leases where the Company is the lessee

The Company will note new assets and liabilities for ope-
rating leases relative to rented lands, structures hosting
warehouses and plants, the hire of production lines, vehicles
used in plants and IT hardware. The nature of the costs rela-
ting to such leases will change insofar as the Company will
be amortizing the assets for the right of use and financial
expenses on the leasing liabilities.

Previously, the Company accounted for the costs for opera-
ting leases on a straight line basis throughout the duration
of the lease and noted the assets and liabilities only where
there were temporary differences between when the lease
charges were paid and the costs recorded.

No significant impact is expected for the Company's finan-
cial leases.

On the basis of the information available at present, the
Company expects to record additional liabilities for leases
for Euro 2 million as at 1 January 2019.

The Company does not expect the adoption of IFRS 16 to
influence its contractual restrictions as envisaged in the
loan contracts.

ii. Leases where the Company is the lessor

The Company will re-assess the classification of sub-leasing
in which it acts as lessor. On the basis of the information
available at present, no significant impacts are expected
in this case.

iii. First application

The Company intends to apply IFRS 16 from the date of
first application (i.e. 1 January 2019), using the modified
retrospective approach. Therefore, the cumulative effect of
the adoption of IFRS 16 will be noted as a rectification of the
opening balances of profit carried forward as at 1 January
2019, without restatement of the comparative information.

The Company intends to apply the practical expedient that
allows it not to adopt the new definition of leasing at the time
of making the move to the new standard. In other words,
the Company will apply IFRS 16 to all contracts stipulated
before 1 January 2019, which were previously identified as
leases in compliance with IAS 17 and IFRIC 4.

Other standards

It is not expected that the following changes to standards
or interpretations will have any significant effect on the
Company's separate financial statements:

= |[FRIC 23 "Uncertainty over Income Tax Treatments”

» Prepayment Features with Negative Compensation
(Amendments to IFRS 9).

The European Union had not yet completed its endorsement
process for these standards and amendments at the date
of these separate financial statements:

» Long-term Interests in Associates and Joint Ventures
(Amendments to IAS 28)

« Plan Amendment, Curtailment or Settlement (Amend-
ments to IAS 19)

= Annual Improvements to IFRS Standards (2015-2017
Cycle) - various standards.

» Amendments to References to the Conceptual Framework
in IFRS Standards

» |FRS 17 Insurance Contracts

(3) BUSINESS COMBINATIONS

On 31 July 2018, Space4 S.p.A. acquired 67% of pre-merger
Guala Closures, the parent of the pre-merger Guala Closures
Group and, on 6 August 2018, Guala Closures S.p.A. was
merged into Space4 S.p.A. Furthermore, the latter company
and its group changed their name to Guala Closures S.p.A.
and Guala Closures Group, respectively.

Specifically, the following took place on the group’s acqui-
sition date:

a. (a) Spaces purchased 52,316,125 ordinary shares held
by the former ultimate parent of the pre-merger Guala
Closures Group, GCL Holdings SCA (“GCL"),

b. (b) GCL transferred 7,403,229 pre-merger Guala Closures
ordinary shares to PIl GS.ar.l,

€. (o) GCL transferred 1,480,646 pre-merger Guala Closures
ordinary shares to Quaestio Capital SGR unipersonale
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S.p.A., as the manager of Quaestio Italian Growth Fund.
Moreover, GCL has made the following transfers:

a. (a) 2,601,089 ordinary shares to GCL Holdings LP S.a-r.l.
(1P,

b. (b) transfer of 351,202 ordinary shares to Private Equity
Opportunities Fund Il SCS-SIF, Compartment B, (“PEOF").

As a result of the above transactions, the share capital of
pre-merger Guala Closures was comprised as follows:

= approximately 67% was held by Spaces;
= approximately 19% was held by GCL;
= approximately 9% was held by PII G S.ar.l;

= approximately 1% was held by Quaestio Capital SGR uni-
personale S.p.A., on behalf of Quaestio Italian Growth Fund;

= approximately 3% was held by LP;
» approximately 1% was held by PEOF.

On 6 August 2018, Space4 S.p.A. carried out a Euro 17,566,646
capital increase to serve the merger, as a result of which the
shareholders of pre-merger Guala Closures received Space4
shares in exchange as follows:

Price per pre-merger Guala Closures share (Euro 6.75381)/
Price per Space4 share (Euro 10.00).

In line with the company object of Space 4 S.p.A., the com-
bination has determined a positive difference between the
price paid (equal to the price paid by Space4 S.p.A. in addition
to the fair value of the shares issued to serve the merger
in the favour of GCL Holdings SCA, PIl G S.a.r.l., Quaestio
Capital SGR, GCL Holdings LP S.a.r.l., PEOF) and the fair
value of the management warrants and Tobin Tax and the
net assets acquired.

In accordance with IFRS 3, if the sum of the prices trans-
ferred exceeds the fair value of the net assets acquired and
net liabilities assumed as at the date of the acquisition, this
surplus is noted as Goodwill. As the merger took place with
effect on 6 August 2018, the business combination was
accounted for as at the merger date, taking into account, in
accordance with OPI 2R “Accounting of business combinations
on the separate financial statements (October 2016)" as
maximum value the capital gains that have emerged from
the business combination of Guala Closures Group as at 31
July 2018, the date on which the handover of control took
place of the Group from the previous shareholders.

The identifiable assets acquired and liabilities that can be
identified, assumed by Guala Closures S.p.A., were therefore
measured at fair value as at the merger date, with the ex-
ception of deferred tax and some liabilities associated with
employee benefits, which were accounted for in accordance
with the reference standard, in compliance with IFRS 3.

%

Space4’s net cash flow absorbed by the acquisition is
showed below

Thousands of Euro

Consideration paid at the date of acquisition by 354,040
Space4 S.p.A.

Cash and cash equivalents acquired (12,408)
Net cash flow absorbed at date of acquisition 341,632

The consideration transferred for the purchase of 100% of
Guala Closures Pre-Merger shares is composed as follows:

Euro thousand

Consideration paid at the date of acquisition by (8) | 354,040
Space 4 S.p.A. '
Space4’s equity instruments given in exchange

Sharg c_apital increase Fo serve the merger 95 666
pertaining to GCL Holdings SCA !
Shar ital incr rve the merger

R 50,000
Sharg c_apital increasg to serve the merger 10.000
pertaining to Quaestio Capital SGR '
Sharg c_apital increase Fo serve the merger 16.921
pertaining to GCL Holdings LP S.a.r.| !
Sharg gapital increase to serve the merger 2372
pertaining to PEOF '
Space4's Equity instruments issued (B) | 174,960
Total consideration transferred (C=A+B) | 529,000
Fair Value Management Warrants pre-merger © 1,334
Guala Closures

Total Ct?nsideration for the purchase of 100% of (A+B+C) | 530,334
shares in pre-merger Guala Closures !

Pre-merger Guala Closures shares were exchanged in the
ratio of 0.675381 Space4 shares for every Guala Closures
share based on an independent appraisal. Consequently, the
fair value of the residual 33% of pre-merger Guala Closures
shares exchanged with Space4 shares was calculated to be
Euro 174,960 thousand.

On 30 July 2018, Guala Closures pre-merger had arranged
for a share capital increase in exchange for payment for
approximately Euro 25 million in equivalent value, fully
subscribed and released by GCL. These shares, concerned
by the subsequent business combination, were matched to
1,480,646 GC management warrants, which were exchanged
with the management warrants given in exchange as part
of the merger and as at the date of the merger effect,
1,000,000 management warrants were issued at the same
exchange as the merger. Therefore, the fair value of these
management warrants in exchange, and included in the price
paid for the business combination, has been recognised as
Euro 1,334 thousand.
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The amounts reported with reference to the assets ac-
quired and liabilities assumed at the acquisition date are
summarised below:

Measurement of fair values

Trade receivables comprised gross contractual amounts

Carrying | o . ional | POVisional due of Euro 48,630 thousand, of which Euro 823 thousand
amounts | yiustments | 2MoUnts was expected to be uncollectable at the date of acquisition.
Euro thousands before for fair value recognized
acquisi- | o ement | 2t 3CQUisi- The transaction has only been provisionally recognised in the
tion tion separate financial statements at 31 December 2018 as the
Property, plant and 44,529 44,529 PPA procedure for acquired assets, assumed liabilities and
equipment . R . . .
: contingent liabilities of Guala Closures S.p.A. it is still ongoing.
Intangible assets 270,171 270,171
Inventories 20,612 990 21,602 The measurement techniques used to determine the fair
Trade receivables - third 47,807 47.807 value of the main assets acquired, are explained below.
parties
Trade payables - third Assets Valuation technique
parties (27,733) (27,733) acquired q
Net deferred tax assets (734) (734) Market comparison technique: The fair value of inven-
- tories is calculated using the estimated selling price
Other cqrrgqt{non current (9,252) (9,252) in the ordinary course of business less the estimated
assets/liabilities . : ;
- Inventories | costs of completion and the estimated costs necessary
Cash and cash equivalents 12,408 12,408 to make the sale and a suitable profit margin based on
Current financial assets 1,936 1,936 the efforts required to complete or sell the inventories.
glsosr;-tcsurrent financial 280,695 280,695
et cefered arabies | (e (| Gen| e followingfair values have been provsionaly determined,
Current financial liabilities | (554,653) (554,653) Y v P '
Non-current financial (4,187) (4,187) = The fair value of intangible assets (trademark, patented
liabilities : technology of Guala Closures and commercial relations with
Employee benefits (4,035) (4,035) the clients) is currently being determined whilst awaiting
E‘rjg\rlie;to/r:‘:”'c”"e”t (2.137) (2,131) completion of an appraisal by an independent third party.
Fair value of nets assets 73,846 714 74,560 = The fair value o'f tangible assets (land and bU.I|dIngS and
and liabilities acquired plant and machinery of Guala Closures S.p.A.) is currently
Adjustment of pre-existing being determined whilst awaiting completion of an ap-
goodwill recognised under | (258,012) (258.012) raisal by an ind ndent third part
intangible assets praisaibya épende party.
Fair value of net = The fair value of the equity investments is currently being
:?:b';lti':i'::'e assetsand | (184.166) 714|  (183,452) determined whilst awaiting completion of an appraisal by
an independent third party.
If the new information obtained within one year from the
acquisition date relating to facts and circumstances existing at
the acquisition date will lead to adjustments to the amounts
indicated or to any other fund existing at the acquisition
date, the acquisition accounting will be reviewed.
As required by IFRS 3, the pro forma figures are given below
as if the business combination had taken place at the begin-
ning of the year. Specifically, the net revenues and the profit
from the date of acquisition have amounted to approximately
Euro 47.4 million and Euro 12.9 million, respectively.
Net revenues and loss for the twelve months of 2018 would
have respectively been approximately Euro 121.9 million and
Euro 4.7 million (for more details on pro-forma figures, see
the information given in the Directors’ report).
The Company incurred acquisition-related costs of approxi-
mately Euro 10.1 million related to external legal fees and
due diligence costs. The legal fees and due diligence costs
have been mainly included in legal/consultancy expenses
of the statement of profit or loss and other comprehensive
income/(expense).
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Goodwiill

Goodwill arising from the acquisition was recognized as
follows:

Thousands of Euro
Determination of the total price

STATEMENT OF FINANCIAL POSITION

(4) CASH AND CASH EQUIVALENTS

This caption represents the balance of the bank and pos-
tal deposits considering the nominal amount of the bank

Determination of initial difference to be allocated

Initial difference to be allocated | (G=C-F)| 715,206
Provisional adjustments for fair value measurement of net identifi-

able assets and liabilities

Inventories 990
Deferred tax liabilities (276)
Total provisional adjustments for fair value

measurement of net identifiable assets and (H) 714
liabilities

Goodwill arising from the acquisition

Total goodwill arising from the acquisition | (1=G-H) | 714,492

Given the short interval between the date of the business
combination and the reporting date of 31 December 2018
of these separate financial statements, the complexities
of the PPA procedure for the acquired assets, assumed
liabilities and contingent liabilities and the longer term of 12
months from the date of the business combination allowed
by the relevant standard because of the above complexities,
a provisional amount of Euro 714.5 million was recognised
in “Goodwill" in these separate financial statements as at
31 December 2018, equal to the difference between the
consideration paid by the buyers to purchase pre-merger
Guala Closures shares and the identified consolidated net
liabilities of Guala Closures S.p.A.

Goodwill deriving from the acquisition mainly refers to the
competences and technical knowledge of staff, customer
relations, the value of intangible assets in general and the
value of the equity investments held by Guala Closures S.p.A.

The recognised goodwill will not be deductible for income
tax purposes.

Total consideration transferred 529,000 accounts held.
Fair Value Management Warrants 1,334
Total consideration for the purchase of 100% GCS.p.A. bal-
of the shares (A)| 530,334 ances at the
E h d 31 December M d 31 December
Adjustment for Tobin tax (B) 707 (Euro thousands) 2017 . :rger tate 2018
Total (c=A+B)| 531,041 2 1u8gus
Determination of net identifiable assets and liabilities Bank and postal
Net assets and liabilities acquired (D)| 73846 accounts 512,206 12,391 16,090
.Ad'Justm.ent of pre-existing Goodwill recognised © | (258012) Cash and cash i . .
in intangible assets equivalents
Net identifiable assets and liabilities (F=D+E) | (184,166) Total 512,206 12,408 16,108

(5) CURRENT AND NON-CURRENT
FINANCIAL ASSETS

These captions for € 219,570 thousand relates to transac-
tions between Guala Closures S.p.A. and its subsidiaries as
of 31 December 2018, and for € 38 thousand to financial
assets to third parties.

Below is information on the contractual terms regulating
the loan agreements between Guala Closures S.p.A. and
the subsidiaries.

At 6 August 2018 the amounts were:
= Current financial assets € 1,936 thousand
« Non-current financial assets € 195,850 thousand

This note provides information on the contractual terms
regulating the loan agreements between Guala Closures
S.p.A. and the subsidiaries.
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(thousands)
Outstanding | Outstand-
. Contract Date of con- | Contract Original Outstanding .amount ing amount
Beneficiary date tract effect | expiry date | amount amount at in Euro at in Euro at Interest rate
piry 31/12/2018 | 31/12/2018 |31/12/2018
current non current
g‘f'a Closures International | 5065011 | 20/04/2011| 15/11/2021 | € 120000 € 110.300 €110.300 Furibor 3%;
g‘:/a'a Closures International | 4/ 115616 | 11/11/2016 | 15/11/2021| €59.900|  €59.900 €59.900 Euribor 3&;
gf/a'a Closures International | 5,07 5618 31/07/2018 | 15/11/2021| €22900|  €22.900 £22.900 Euribor 31.Mo;
SL\’/a'a Closures International | /115018 14/11/2018| 31/12/2020| £19.000|  £18.000 €20.122| LborGBP 3%;;
Guala Closures Argentina SA | 26/11/2018 | 26/11/2018 | 31/12/2019| € 1.000 €1.000 €1000|  Euribor e
Guala Closures Chile SPA 03/11/2017]| 03/11/2017 | 31/12/2019| € 2.500 £2.500 €2.500 4,0%
Guala Closures Chile SPA 16/04/2018 | 16/04/2018 | 31/12/2019 €500 €500 €500 4,0%
Guala Closures Chile SPA 12/09/2018| 12/09/2018 | 31/12/2019 €450 €450 €450 4,0%
Guala Closures Chile SPA 15/11/2018| 15/11/2018 | 31/12/2019 €350 €350 €350 4,0%
Guala Closures Japan KK 12/12/2017 | 12/12/2017 | 31/12/2019 €150 €150 €150 E”r'b°r532/'5:/'
Guala Closures Japan KK 04/10/2018 | 04/10/2018 | 31/12/2019| €500 €500 €500 E””b"r;;’;
United Closures And Plastics | 1¢,15 5018 | 16/12/2018 | 31/12/2020 £500 £500 g559| LiborGBP3M+
Limited 4.0%
Total €650| €218.581

The table shows the notional value of intercompany loans
granted to subsidiaries. In addition, current financial assets
include interest accrued on these loans and amounting to
€ 339 thousand at December 31, 2018.

Current and non-current financial assets due from subsi-
diaries may be analysed at 31 December 2018 as follows:

(6) TRADE RECEIVABLES

This item includes €12,765 thousand to third parties and
€28,094 thousand to related parties.

Current Non-cur- GCS.p.A.
Total financial rent finan- balances
assets cial assets 31 De- at the 31 De-
(Euro thousands) cember Merger | cember
(Euro thousands) 31/12/2018 2017 date 6 2018
Loans due from: August
Guala Closures Japan 656 656 - 2018
Guala Closures Internation- 213.390 168 213,222 Trade receivables - 18,446 13,388
alB.v. Allowance for bad debts - (823) (623)
Guala Closures Chile SPA 3,961 161 3,800 Total - 17,623 12,765
Guala Closures Argentina 1,004 4 1,000
S.A.
ggsitffdc'osures and Plas- 560 1 559 The allowance for impairment changed as follows:
TOTAL FINANCIAL ASSETS 219,570 989 218,581 (Euro thousands) 31 December 2018
Business combination 823
Allowance of the year -
Non-current financial assets from third parties, amounting Utilisation (200)
to €38 thousand, refer mainly to guarantee deposits. The Closing provision for doubtful debt 623

carrying amount of non-current financial assets towards
third parties corresponds to their fair value at the balance
sheet date.

The allowance at 31 December 2018 refers mostly to amounts
more than 90 days overdue for a few foreign customers. The
residual part relates to other customers that have indicated
that they do not expect to be able to pay their outstanding
balances, mainly due to their financial difficulties.

Utilisation of the period is related to the reversal of a part
of the provision found to be surplus to the actual risk of
insolvency.
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This caption also includes trade receivables with third party Changes in this caption are as follows:

subsidiaries at 31 December 2018 as follow:

(Euro thousands)
GCS.p.A. Value at 1 January 2018 -
31 De- balancesat | 31 Business combination 21,602
(Euro thousands) ;zr:;:er :Ir;:ewlse;ier ggiesmber Change in raw materials, consumables and supplies (2,717)
gust 2018 Change in semi-finished products and finished goods (4,637)
: Change in payments on account (9)
Amounts due from subsid-

iaries N 30,184 28,094 Value at 31 December 2018 14,238

Total - 30,184 28,094

The allowance for inventory write-down varied as follows:

Receivables due from subsidiaries may be further analysed 31 December 2018
as follows: . : ,
Opening allowance for inventory write-down -
31Decem- |31 December Business combination 1455
(Euro thousands) ber 2017 2018 Allowance of the year 433
Guala Closures Mexico S.A. de C.V. - 5,832 Utilization (457)
Guala Closures Argentina S.A. - 4,031 Closing allowance for inventory write-down 1,431
Guala Closures South Africa PTY Ltd - 3,991
Guala Closures Chile S.p.A. - 3,092
Guala Closures UK Ld g 2522
GCL International SARL - 2,128
Guala Closures Iberica S.A. - 1,953 .
Current direct tax assets of Euro 461 thousand at 31 De-
Beijing Guala Closures Ltd - 832
Guala Closures New Zealand Ltd . 205 cember 2018 may be analysed as follows:
Guala Closures Australia Pty Ltd - 568 GC S.p.A. bal-
Guala Closures Ukraine LLC - 435 (Euro thousands) 31 December |ances at the 31 December
Guala Closures do Brasil LTDA - 380 2017 Merger date 6 | 2018
Guala Closures (India) Pvt Ltd - 549 August 2018
Guala Closures DGS Poland SA - 295 IRAP credit 152 237
Guala Closures North America Inc. - 271 IR_ES, being offset 36 224
GCL Pharma 5.1, - 176 ;ﬂ::ntheyear e =
Guala Closures France SAS - 137
Guala Closures de Colombia Ltda - 144
Y : =
Guala Closures Japan KK - 8
Total - 28,094

Intragroup receivables mainly relate to trading transactions
and they are part of ordinary operations agreed at normal

market conditions.

(7) INVENTORIES

This item includes

(Euro thousands)

31 December
2017

Raw materials, consumables and
supplies

(Allowance for inventory write-down)

Work in progress and semi-finished
products

(Allowance for inventory write-down)

Finished products and goods

(Allowance for inventory write-down)

Payments on account

Total

GC S.p.A. bal-
ances at the
(Euro thousands) 31 December Merger date 31 December
2017 2018
6 August
31 December 2018
2018
Fair value of currency B B 146
6,814 derivatives in GBP
(805) Total - - 146
5,186
(381) The following table shows the detail of the swap contracts
3,656 on foreign currencies, in place at December 31, 2018.
(245) As the formal requirements of IFRS 9 for accounting accor-
14 ding to hedge accounting were not met, these derivatives
14,238 are accounted for as a trading instruments.
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Current indirect tax assets of €1,534 thousand at 31 De-
cember 2018, €1,255 thousand, at 31 July 2018 relate to VAT.

(10) FINANCIAL DERIVATIVE ASSETS

This item includes




Notes to the separate financial statements of Guala Closures S.p.A.

31 December
. Transaction Amount hedged Forward Iigi:?lalue Assets/
Contract expiry Hedge value (thousands of exchange rate R
type GBP) (GBP/EUR) (Liabilities)
(thousands of
Euro)
January 2019 GBP Sale 922 0.88280 15
February 2019 GBP Sale 97 0.88380 2
March 2019 GBP Sale 762 0.88490 12
April 2019 GBP Sale 822 0.88610 13
May 2019 GBP Sale 854 0.88730 13
June 2019 GBP Sale 835 0.88850 13
July 2019 GBP Sale 971 0.88970 15
August 2019 GBP Sale 1,006 0.89100 15
September 2019 GBP Sale 992 0.89230 14
October 2019 GBP Sale 455 0.89350 7
November 2011 GBP Sale 984 0.89470 14
December 2019 GBP Sale 1,035 0.89610 15
Total forward GBP sale 9,735 146
This item towards related parties includes
GC S.p.A.
This item towards third parties includes 31 Decem- | P21aNcesat | 5, o cem-
(Euro thousands) the Merger
ber 2017 date 6 Au- ber 2018
GCS.p.A. bal-
31 December ances at the 31 December gust 2018
(Euro thousands) |5, Merger date 6 | 2018 Receivables for investments 1956 2072
August 2018 Guala South Africa ) ' !
INAIL credits - 11 132 Recelvab_les for investments B 415 553
Receivables due Guala Chile
from employees 15 15 Receivables for investments B 224 222
Other receivables 84 53 35 Beijing Guala
Total a4 79 182 Receivables for _investments B - 153
Guala Cl. Bulgaria
e N D
Receivables for investments
Guala Cl. Argentina ) 127 134
Receivables for investmen
e I
isicoerir\]/ables for investments B 61 73
Eigtle;vabll:gi;or investments B 43 33
Receivables for inves_tments B 50 21
Guala Cl. North America
Receivables fpr investments B 20 9
Guala Cl. Iberica
Receivables for investments B 1 9
Guala Cl. De Colombia
Receivables for i_n\/estments B 46 5
Guala Cl. Australia
Receivables for investments B 78 2
Guala Cl. New Zealand
Receivables for investments . B 1
Guala Cl. UK.
Receivables for investments B ~ 1
Guala Cl. Do Brasil
GCL Pharma S.r.l. - 297 398
Total - 3,545 3,966
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A,

(12) INVESTMENTS

Investments in subsidiaries totalling Euro 84,841 thousand
and arose from the merger of Space4 S.p.A. and Guala
Closures S.p.A.

a) Investments in subsidiaries

Investments in directly controlled companies at 31 December
2018 may be analysed as follows:

rryin .
(Euro thousands) (a::wo\l{mtg Equity
Guala Closures International B.V. 80,939 145,760
GCLPharma S.r.l. 3,845 6,188
Total 84,784 151,948

Equity of Guala Closures International B.V. refers to the
consolidated management accounts of Guala Closures
International as of 31 December 2018.

b) Investments in other entities

The Company holds an investment of Euro 11 thousand in
“Consorzio per la promozione della cultura plastica” (PRO-
PLAST), with registered office in Tortona.

A portion of Euro 33 thousand in Wallfarm S.r.l. with regis-
tered office in Rome

It also holds an investment of Euro 2 thousand, or 20%, in
IACOMEC S.r.l., with registered office in Latina.

The total carrying amount of the three investments is Euro 46
thousand. Other investments amount to Euro 10 thousand
and may be analysed as follows:

. Re-

Conai lastic Idroe-

Euro thousands | consor- P nergia Others | Total
. consor-
tium . S.c.r.l.
tium

Net merger value 6 2 1 2 10
Changes of the B B - B )
year
Value at 31 De-
cember 2018 6 2 ! 2 10

(13) PROPERTY, PLANT AND EQUIPMENT

The following table shows the changes in the item:

Industrial and Assets under
Land and Plant and . Other construction and
(Euro thousands) o . commercial Total
buildings machinery . assets payments on
equipment
account
Net book value at 31 December 2017 - - - - - -
Historic cost GC S.p.A. balances at the
Merger date 6 August 2018 27,353 90,405 28,984 2,090 2,157 150,990
Accumulated depreciation GC S.p.A. balanc-
es at the Merger date 6 August 2018 (7.808) (72,066) (24,615) (1972) (106,461)
Increases - - 3 - 4,317 4,320
Decreases - (103) (61) - (511) (675)
Decreases of Accumulated depreciation - 103 61 - - 164
Reclassifications 218 3,777 1,135 46 (5,175) -
Amortization (299) (1,702) (432) (13) - (2,446)
Historical cost at 31 December 2018 27,571 94,078 30,061 2,135 788 154,634
écc;uBmulated depreciation at 31 December (8,107) (73,665) (245,986) (1,985) B (108,743)
Net book value at 31 December 2018 19,464 20,413 5,075 150 788 45,891
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The main investments of 2018 took place:

= in Alessandria for the new lateral printing declaration line
for the Aperol project (Euro 940 thousand), for the Rosc
33 printing (Euro 210 thousand) and the new Prima NR
printing kit (Euro 200 thousand).

= in Termoli for the revision of the machinery for the NFC
project (Euro 250 thousand)

= in Magenta for the strengthening of the line 28 Australia
(Euro 360 thousand) and the making safe of plants (Euro
200 thousand).

Property, plant and equipment include work performed by
the entity and capitalised.

The remaining increase in Industrial and commercial equip-
ment is mainly related to capacity for new products and to
new technology at the Spinetta plant.

Increases in Assets under construction and payments on
account mainly relate to ramping up the production capacity
of existing lines.

The caption includes the carrying amount of leased assets
(Euro 11,542 thousand), against which the Company has
recognized current financial liabilities (Euro 2,548 thousand)
and non-current financial liabilities (Euro 3,091 thousand).

The Company subjected its assets to monetary revaluations
to the extent permitted by Laws no. 576/75, 72/83 and
413/91 in the past, as well as with respect to the alloca-
tion of goodwill arising from mergers. These are the only
revaluations that have been carried out, as the Company
has not carried out any revaluations not permitted by tax
legislation since the date of acquisition of recognized assets,
nor has it deviated from the normal measurement criteria
set forth in the provisions of articles 2423-bis and 2426 of
the Italian Civil Code.

Pursuant to article 10 of Law no. 72/1983, assets reco-
gnized in the financial statements at 31 December 2018,
which were revalued in previous years under specific laws
or in relation to one of the mergers carried out in the past,
are set out below.

Euro thousands 1997 merger

Land and buildings 1,214
Plant and machinery 774
TOTAL 1,988

(14) INTANGIBLE ASSETS

The following table shows the changes in the item:

Development
expenditure

Licences and
patents

Assets under construction

Total
and payments on account

Goodwill Other

Euro thousands

Net book value at 31 December 2017 -

Net merger effect value

9,902

714,492 - 1,279 | 726,652

Increases -

259 - -

496 755

Decreases -

(33) (33)

Impairment losses -

(33) (33)

Reclassifications

(762) (225)

Depreciation and amortization

(646) - -

(982)

Net book value at 31 December 2018

9,514

714,492 - 947 | 726,133

During 2018, research expenditure of roughly Euro 0.3 million
was expensed, while development expenditure of roughly
Euro 0.3 million was capitalized.

As indicated in Note (2) Accounting policies, goodwill is not
amortised, but only potentially impaired. The Company
performs an impairment test at least once a year, or more
frequently where specific events and circumstances arise
that may suggest a loss in value, through specific assess-
ments on each cash generating unit (CGU).

As the PPA process is still in progress, for both the Company
and the Group, for the purpose of these separate financial
statements has been used the impairment test carried out for
the consolidated financial statements, insofar as the goodwill
provisionally accounted for to the separate financial statements
refers to the potential capital gains to be allocated to the value
of capital invested by the Company and its equity investments.

Goodwill allocated to the CGU Closures on a Group level
has been impairment tested as at the reporting date and
the result did not reveal any need to write down the book
values recognised for goodwill as at 31 December 2018.
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The potential recovery of the values recognised is verified by
comparing the net invested capital (book value) of the CGU
with the related recoverable value. The recoverable value of
goodwill is given by the determination of the value in use,
intended as the current value of operating cash flows deriving
from the forecasts of the multiple year plans approved by
the Group and a terminal value that is normalised and used
to express a summary estimate of future results beyond the
time frame specifically considered. These cash flows are then
discounted using discounting rates that represent current
market valuations of the cost of money and that consider
specific risks of the Group's business and CGU considered.

The discounted cash flow model is based on cash flow for
a period of five years on the basis of the business plan ap-
proved by the Board of Directors on 08 March 2019, which
envisages a compound annual growth rate (CAGR) of net
revenues and EBITDA, respectively of 5.3% and 7.1%. The
terminal growth rate has been determined on the basis of
the long-term compound annual growth rate of EBITDA,
which has been estimated by the company’s management
team in line with the hypotheses that would be prepared
by a market operator. Such growth rate is consistent with
management’s expectation of growth in high value safety
closures, across the world, especially in developing countries.

In the 2018 valuation, the following assumptions have
been utilised:

» the WACC of the Closures Division has been calculated
weighting the WACC of each country with a percentage
of 2018 net revenues per destination market of each
country, with respect to net consolidated revenues, with
a weighted average of 8.9%;

",

» long-term growth rate “g": a value of 3.0% was used, cal-
culated by weighting the estimated inflation rate of each
country by the incidence of net revenues per destination
market on total net revenues, in line with the calculation of
the terminal value and the weighted average growth of Guala
Closures Group on the various reference markets. Such “g”

rate is consistent with both Guala Closures Group’s historical

growth rate and forecast future market developments.

The discounting rate corresponds to an estimate, net of tax,
determined according to past experience and the average cost
of capital of the industrial sector, based on a possible percen-
tage indebtedness of 33% at the market interest rate of 3.5%.

The recoverable value estimated exceeds the book value by
more than Euro 58 million.

It should be specified that the Group management is in charge
of developing estimates and projections based on the past
experience and expectations about the future outlook of the
market in which the Group operates. To this end, please note
that the current international macro-economic situation and
the possible economic-financial impacts, in particular the
commercial wars underway between the various countries,
may result in uncertainty surrounding the achievement of ob-
jectives and levels of activity considered in the plan, yet without
resulting in any onset of impairment of the goodwill accounted
for. However, the estimate of the recoverable value of goodwill
requires discretion and the use of estimates by management
and, although considering that part of the estimates for net
revenues and gross operating profit of the CGU Closures may
slide back by a year and thereafter in any case reach the growth
expected in all for the plan, it cannot be excluded that goodwill
may need to be impaired in future periods due to changes in
scenario that cannot, to date, be forecast.

The circumstances and the events that could lead to an ad-
ditional impairment test shall be monitored by the Group's
management on an ongoing basis.

In consideration of the foregoing, the Group has performed
sensitivity analyses with changing WACC and g rates. More
specifically, an increase of 30 bp in the g rate would coincide
with an increase in the recoverable value in use of approximately
Euro 46 million, whilst a decrease of 20 bp would coincide with
a decrease in the recoverable value in use of approximately
Euro 48 million, in any case fully recovering the book value.
As regards changes in the WACC, it is reported that a decrease
in this rate by 30 bp would coincide with an increase in the
recoverable value in use of approximately Euro 56 million,
whilst a decrease of 20 bp would coincide with a decrease in
the recoverable value in use of approximately Euro 51 million,
not in any case requiring any impairment of the book value.

Goodwill has never been impaired.

(15) DEFERRED TAX ASSETS AND LIABILITIES

The following table gives a breakdown of the captions at
31 December 2018:

(Euro thousands) Assets Liabilities Net

31 December |31 December |31 December 31 December |31 December 31 December

2017 2018 2017 2018 2017 2018
Representation expenses - - - - - 0
Provision for agents' leaving indemnity - 27 - - - 27
Provision for inventories - 344 - - - 344
Provision for bad debt (taxable) - 150 - - - 150
Provision for damages and penalties - 132 - - - 132
Depreciation and amortization - 75 - (2,557) - (2,482)
Other - 25 - (60) - (35)
Leases - 118 - - 118
Employee benefits - - - 0 - 0
Derivatives - 14 - - 14
TOTAL - 885 - (2,617) - (1,732)
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Changes in net deferred tax assets/liabilities may be detailed
as follows:

Balances of Guala
oo housanas S| e | e PO | gty |31 Bt

06/08/2018
Representation expenses - - - - -
Provision for agents’ leaving indemnity - 27 - - 27
Provision for inventories - 349 (5) - 344
Adjustment inventory for PPA (277) 277 - -
Provision for bad debt (taxable) - 194 (44) - 150
Provision for damages and penalties - 286 (153) - 132
Depreciation and amortization - (2,615) 132 - (2,482)
Other - 27 (61) - (35)
Leases - 117 - - 117
Employee benefits - - - -
Derivatives - 28 - (14) 14
TOTAL - (1,863) 145 (14) (1,732)

The rates applied to calculate deferred tax assets and lia-
bilities are as follows:

IRES: 24% - IRAP: 3.9%.

No deferred tax assets have been recognized on losses
carried forward since the Company has no availability of
future taxable profit against which tax losses carried forward
can be used.

The tax losses that can be carried forward with no time limit,
also recognized by the Italian Tax authorities as a result of the
response to the query raised to avoid elusive treatment, net
of those used to cover the 2018 tax income estimated, total
Euro 150,991 thousand. If recognized, potential deferred tax
assets on total tax losses that can be carried forward would
amount to Euro 36,237 thousand at 31 December 2018.

(16) OTHER NON-CURRENT ASSETS

Other non current assets refer the receivables from tax
authorities for withholdings on bank interest income of
(Euro 18 thousand).

(17) CURRENT AND NON-CURRENT FINANCIAL
LIABILITIES

This section provides information on the contractual terms
governing the Company's bank overdrafts, borrowings and
bonds.

The main outstanding financing liabilities are the following:

157

. _— Amount in Euro Available amount | Amount used at 31 Residual aailable Repayment
Credit facilities amount at 31 Decem-
thousands (Euro thousands) | December 2018 date
ber 2018

Bonds Guala Closures S.p.A. - Floating Rate final payment
Senior Secured Notes due 2024 455,000 455,000 455,000 15/04/2024

. . . final payment
Revolving Credit Facility due 2024 80,000 80,000 11,179 68,821 28/02/2024
Total 535,000 535,000 466,179 68,821
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Reference should be made to note 44 Commitments and
guarantees to these separate financial statements for in-

formation on the relevant guarantees given.

Financial liabilities at 31 December 2017 and 31 December

2018 are shown below:

GC S.p.A. balances at the
(Euro thousands) 31 December 2017 Merger date 6 August 31 December 2018
2018
Short-term bank loans and overdrafts
Bonds - - 3,937
bank loans and borrowings - 552,396 121
Other financial liabilities 12,500 2,257 6,774
Medium/Long-term loans
Bonds - 441,383
bank loans and borrowings - 10,439
Other financial liabilities 4,187 3,091
Total 12,500 558,840 465,744
The terms and expiry dates of the financial liabilities at 31
December 2017 and 2018, included in the statement of
financial position are shown below:
Nominal amount
(Euro thousands) Total Duewithin | 25™e" | pore than
31/12/2017 | one year one and five five years Current Non-current
years
Bonds
Total bonds - - - - - -
Bank loans and borrowings:
Total bank loans and borrowings - - - - - -
Other financial liabilities:
Market warrants 12,500 12,500 - 12,500 -
Total other financial liabilities 12,500 12,500 - - 12,500 -
TOTAL 12,500 12,500 - - 12,500 -
- Between
Total E::“;::':m one and five :\?‘f;:::f: Current Non-current
years
(Euro thousands) 31/12/2018
Bonds
T et e R R e I
Interest on bonds 3,937 3,937 - - 3,937 -
Transaction costs (13,617) - - (13,617) - (13,617)
TOTAL bonds FRSSN 2024 - Guala Closures S.p.A. 445,320 3,937 - 441,383 3,937 441,383
Bank loans and borrowings:
Senior Revolving Credit Facility - Guala Closures S.p.A. 11,179 - - 11,179 - 11,179
Transaction costs (740) - - (740) - (740)
Total bank loans and borrowings 10,439 - - 10,439 - 10,439
Other accrued expenses - Guala Closures S.p.A. 121 121 - - 121 -
TOTAL bank loans and borrowings 10,560 121 - 10,439 121 10,439
Other financial liabilities:
Market warrants 4,338 4,338 - - 4,338 -
Guala Closures S.p.A. finance leases 5,526 2,436 3,091 - 2,436 3,091
Total other financial liabilities 9,865 6,774 3,091 - 6,774 3,091
TOTAL 465,744 10,832 3,091 451,822 10,832 454,912
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The terms and expiry dates of the financial liabilities at 31

December 2018 are shown below:

Currenc Nominal Expir Total

(Euro thousands) ! interest rate datpe ! 31/12/2018
Bonds
ESZ&SC-ICI;SI?J?Z!E.EXE Senior Secured Notes due in 2024 issued by EUR Euribor 3M + 3.50% 2024 455,000

Interest on bonds EUR n.a. 2021 3,937
Transaction costs EUR n.a. 2024 (13,617)
TOTAL bonds FRSSN 2024 - Guala Closures S.p.A. 445,320
Bank loans and borrowings:

Senior Revolving Credit Facility - Guala Closures S.p.A. EUR / GBP | Euribor/Libor GBP 3M + 2.50% 2024 11,179
Transaction costs Euro n.a. 2024 (740)
Total Senior Revolving Credit Facility - Guala Closures S.p.A. 10,439
Accruals and deferrals EUR n.a. 2019 121
Total bank loans and borrowings 10,560
Other financial liabilities:

Market warrants EUR n.a. n.a. 4,338

Guala Closures S.p.A. finance leases EUR euribor + 1.5% (¥) 2020 5,526
Total other financial liabilities 9,865
TOTAL 465,744

(*) Nominal interest rate on the property finance lease.

Payables toward related parties are represented by amounts
due to subsidiaries and may be analysed as follows:

(18) TRADE PAYABLES

The item towards third parties is detailed as follows: GCS.p.A.
31 balances at | 31
GC S.p.A. (Euro thousands) December | the Merger | December
31 Decem- balances at 31 Decem- 2017 date 6 Au- | 2018
(Euro thousands) ber 2017 the Merger ber 2018 : gust 2018
date 6 Au- Guala Closures Ukraina LLC - 1,031 499
- gust 2018 Guala Closures Iberica S.A. - 199 219
Suppliers 4,428 25,997 20,656 Guala Closures DGS Poland SA - 78 149
Payments on account/Ad- - 33 Ll Guala Closures North America
vance payments Inc - 97 109
Total 4,428 26,030 20,699 Guala Closures France SAS - 78 81
GCL Pharma S.r.l. - 64 61
At31D ber 2018 d bles d hird i Guala Closures UK Ltd - 14 Ll
t ecem.l er  tra E,pal\/a es due toft le parties Guala Closures New Zealand Ltd - - 21
may be detailed by geographical segment as follows: Guala Closures South Africa Inc. . ; 12
31 December 31 December Guala Closures Australia PTY Ltd - 12
2017 2018 Guala Closures do Brasil LTDA - 20 4
Europe 4,428 20,636 Guala Closures Mexico S.A. de ) 6 3
Latin America - 33 CV.
Oceania _ 26 Guala Closures Bulgaria AD - 99 2
Rest of the world _ 3 Guala Closures De Colombia B 1 )
Total 4,428 20,699 Lida :
Guala Closures India Ltd 8 -
Total - 1,703 1,215
At 31 December 2018, trade payables due to third parties
may be detailed by original currency as follows:
(Euro thousands) EUR |usD |GBp |2 Iyt
currencies
Trade payables —third |, 555 | 26| o5 26| 20,699
parties
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At 31 December 2018, payables due to subsidiaries may be
detailed by geographical segment as follows:

(Euro thousands) 31 December 2017 31 December 2018

Europe - 1,054
Rest of the world - 121
Oceania - 33
Latin America - 7
Total - 1,215

At 31 December 2018, trade payables due to subsidiaries
may be detailed by original currency as follows:

Other

(Euro thousands) |EUR usD GBP . Total
currencies

Trade payables - 1,082 77 A 12| 1,215

subsidiaries

(19) CURRENT DIRECT TAX LIABILITIES

Current direct tax liabilities of Euro 123 thousand at

31 December 2018 relate for Euro 89 IRAP, thousand
to IRAP and € 34 thousand for IRES, at 6 August 2018, at
the merger there were € 207 thousand for IRAP and € 34
thousand for IRES

(20) CURRENT INDIRECT TAX LIABILITIES

Current indirect tax liabilities of Euro 955 thousand at 31
December 2018 relate to other indirect taxes.

The caption may be analysed as follows:

The provision for returns reflects the value of customer
returns and claims received in connection to goods sold.

The provision for risks refers to tax matters relating to the
period 2015-2016. Although Guala Closures S.p.A. (the entity
resulting from the inverse merger of GCL Special Closures S.r.l.
into Guala Closures S.p.A. in 2012) believes that it has been
in full compliance with all laws and regulations applicable at
that time, it agreed to a settlement to resolve the dispute
with the Italian Tax Authority. Consequently, in 2018, for the
years 2013-2014, the Company paid Euro 0.8 million, with
Euro 0.7 million remaining in the provision for risks, to be
paid in 2019, for the remaining years 2015-2016.

NON-CURRENT PROVISIONS:

31 December 31 December

(Euro thousands) 2017 2018
Provision for supplementary

. ; - 140
agent indemnity
Provision for legal disputes - 77
Provision for contingencies - 9
Total non-current provisions - 226

The provision for risks concerns a pending dispute on VAT
for certain exports, that dates back to 2011.

Pending disputes are not expected to be resolved within
the next twelve months.

Provision for legal disputes mainly include an Allowance
made in 2017, in relation to the accidents that took place
in Magenta, where Guala Closures S.p.A. is involved as a
party to the proceeding for the administrative infringement
provided for by art. 5 letter a) and 25 septies paragraph 3
of Italian Legislative Decree 231/2001.

(21) PROVISIONS

This caption may be detailed as follows:

CURRENT PROVISIONS

31 December 31 December

(Euro thousands) 2017 2018

Provision for risks - 710
Provision for returns - 409
Total current provisions - 1,119

GCS.p.A. bal-
ances at the
(Euro thousands) z; 1D7ecember Merger date :; 1Dsecember
‘25;‘1“:”“ Changes in the provisions are as follows:
Withholdings - 1,785 880 CURRENT PROVISIONS:
Conai contribution - 65 74
Substitute tax on (Eurolthousands) - 31 December 2018
post-employment - 18 1 Opening current provisions -
benefits Net merger effect 1,907
Total - 1,868 955 Allowance of the year 207
Utilisation (995)
Closing current provisions 1,119

NON-CURRENT PROVISIONS:

(Euro thousands) 31 December 2018
Opening non-current provisions -
Net merger effect 224
Allowance of the year 2
Utilisation -
Closing non-current provisions 226
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(22) FINANCIAL DERIVATIVE LIABILITIES

This item includes

31 December |31 December

(Euro thousands) 2017 2018
Fair value of interest rate swaps - 58
Total - 58

The main features of the contracts in place at 31 December
2018 are summarized below:

Interest rate swaps

Guala Closures S.p.A. has two interest rate swaps in place
to hedge floating interest rates on the property finance
lease as listed below:

1. Euro interest rate swap of 7 March 2006 stipulated
with Intesa Sanpaolo S.p.A. with final maturity 1 July
2019. It has a fixed exchange rate of 3.945% against
the 1-month variable Euribor on a reference notional
value as at 31 December 2018 of Euro 1,371 thousand.

2. Eurointerest rate swap of 07 March 2006 stipulated with
Unicredit Banca d'Impresa S.p.A. with final maturity 1
July 2019. It has a fixed exchange rate of 3.960% against
the 1-month variable Euribor on a reference notional
value as at 31 December 2018 of Euro 1,371 thousand.

These derivatives meet the formal requirements of IFRS
9 as at 31 December 2018 and have been recognized as
hedging instruments.

(23) OTHER CURRENT LIABILITIES

The item includes € 12,923 thousand to third parties and €
529 thousand to related parties.

This caption towards third parties includes:

GCS.p.A.
balances
31 De- at the 31 De-
(Euro thousands) cember Merger cember
2017 date 6 2018
August
2018
Payables for non-recurring - - 3,663
Payables to employees - 3,823 2,853
Social security charges payable |2 1,223 2,239
Payables for capital expenditure | - 1,215 2,342
Other payables 51 6,639 1,826
Total 53 12,900 12,923

The other current liabilities to the subsidiaries at December
31, 2018, refer to payables for capex, for € 515 thousand
towards Guala Closures South Africa and for € 14 thousand
towards Guala in the Closures Bulgaria A.D .

(24) EMPLOYEE BENEFITS

At 31 December 2018, this caption refers to the post-em-
ployment benefits due to all company employees should
they leave the Company on that date.

The liability for post-employment benefits (“TFR" — Trat-
tamento di fine rapporto) primarily relates for employee
termination, determined using actuarial techniques and
regulated by Article 2120 of the Italian Civil Code. The benefit
is paid when the employee concludes his relationship with
the company as a lump sum, the amount of which corres-
ponds to the total benefits accrued during the employees’
service period based on payroll costs as revalued until their
departure. Following the pension reform, from 1 January
2007, accruing benefits have been transferred to a pension
fund or a treasury fund held by the Italian administration for
post-retirement benefits (INPS). Companies with less than
50 employees can continue the scheme as in previous years.
Therefore, contributions of future TFR to pension funds or
the INPS treasury fund entails that these amounts will be
treated as a defined contribution scheme. Amounts vested
before 1 January 2007 continue to be accounted for as defined
benefits to be assessed based on actuarial assumptions.

The related liability is determined using actuarial assump-
tions and is stated on an accrual basis in line with the service
required to obtain such benefits.

These valuations are performed by independent actuarial
specialist. Actuarial gains and losses deriving from actuarial
valuations at the reporting date are recognized in OCI.

Changes in post-employment benefits and the main as-
sumptions used in their measurement are detailed below:

31 December |31 December
(Euro thousands) 2017 2018
Balance at 1 January 2018 - -
Net effect following merger 4,035
Change recognized in profit or loss - 541
- personnel expense
Change recognized in profit or loss
- other (income)/expense ) 20
Change recognized in OCI - (52)
Benefits paid - (586)
Total - 3,958

Actuarial parameter baseline:

31 December |31 December
2017 2018
Average future inflation rate - 1.50% pa
Discount rate - 1.13% p.a.
Annual rate of increase in TFR - 2.625% pa

For valuations at 31 December 2018, an annual fixed dis-
count rate of 1.13% was considered based on the value of
Iboxx indexes AA corporate duration 7 - 10 observed at
the measurement date, as per the requirements of IAS 19.
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The Company expects to pay approximately Euro 1.5 million of
benefits to its defined benefit plan in 2019 described above.

Sensitivity analysy:

The following table shows the effects on Guala Closures
S.p.Als post-employment benefits at 31 December 2018,
that could arise on the basis of the reasonable assumption
shown in the table below:

Defined benefit obligation

(Euro thousands) Increase Decrease
Turnover rate (1% movement) (19) 21
Average inflation rate (0.25% 49 8)
movement)

Discount rate (0.25% movement) (77) 80

Even if the analysis does not take in account of the full
distribution of cash flows expected according the plan,
it provides an approximation of the sensitivity about the
underlying assumptions.

At 31 December 2018, Guala Closures S.p.A. is a limited com-
pany whose ordinary shares and market warrants have been
traded on the Italian Stock Exchange (Mercato Telematico
Azionario) organized and managed by Borsa Italiana S.p.A.,
within the Star Segment, since 6 August 2018.

At its incorporation date (19 September 2017), the Com-
pany’s share capital of Euro 100,000 consisted of 10,000
ordinary shares without a nominal amount all held by Space
Holding S.r.l.

During their extraordinary meeting of 26 September 2017,
the shareholders resolved to convert all the 10,000 ordinary
shares into special shares at conditions and effective from
the date on which trading of the ordinary shares started on
the investment vehicles section of the Italian stock exchange.

The shareholders approved a capital increase against payment
in their meeting of 16 November 2017, with the issue of a
maximum of 50,000,000 ordinary shares without a nominal
amount for a total amount of Euro 500,000,000, including
the share premium. The subscription price paid of Euro 10
per share was assigned as follows: Euro 1 for the shares’
implicit carrying amount and Euro 9 to the share premium
reserve. Every ten ordinary shares subscribed received four
Spaces S.p.A. market warrants. Two of four these warrants
were immediately traded on the investment vehicles section
of the Italian stock exchange separately from the shares
starting from the date on which the shares began to be
traded. The right to receive the other two warrants is built
into the shares and they are attached until the effective
date of the Relevant Transaction.

The share premium reserve, set up with the capital increase
that took place at the listing date, includes Euro 6,000,000

for the 10,000,000 market warrants that have been traded
separately from the ordinary shares since the listing date
with an initial subscription price of Euro 0.60 each.

On the same date, the shareholders resolved to increase the
share capital against payment in their extraordinary meeting
solely for Space Holding S.r.l. (Space4's promoter) for a total
of Euro 12,400,000, including the share premium, by issuing
a maximum of 1,240,000 special shares. The subscription
price of each special share paid of Euro 10 was assigned as
follows: Euro 1 for the shares' implicit carrying amount and
Euro 9 to the share premium reserve. Two Space4 S.p.A.
sponsor warrants were attached to each share subscribed.
The automatic conversion during the listing of the 10,000
ordinary shares into special shares involved the assignment
of 20,000 Space4 S.p.A. sponsor warrants.

The above resolutions led to the actual subscription and
payment of the shares during the placing on the market.

Finally, the shareholders resolved to increase the share capital:
(i) by @ maximum of Euro 465,116.30 to cover the exercise
of 20,000,000 Space4 S.p.A. market warrants through the
issue of a maximum of 4,651,163 ordinary shares without
a nominal amount at a price of Euro 0.10 each, allocated to
their implicit carrying amount; (i) by a maximum, including
the share premium, of Euro 32,500,000 to cover the exercise
of 2,500,000 Space4 S.p.A. sponsor warrants by issuing a
maximum of 2,500,000 ordinary shares without a nominal
amount at a price of Euro 13, with Euro 1 for the implicit
carrying amount and Euro 12 for the share premium.

When the ordinary shares were placed on the market and
the capital increase took place, the Company set up a re-
serve for capital increase costs of Euro 4,677,128, which
covers both the start-up costs and the cost of listing the
company on the investment vehicles section of the Italian
stock exchange. The reserve also includes the commissions
agreed with the banks for the placement (Euro 4,000,000).

The period during which the right of first refusal could be
exercised ended on 18 July 2018. It covered 6,378,568 Space4
ordinary shares for which the withdrawal right was exercised.
The Company’s shareholders exercised their first-refusal and
pre-emptive rights acquiring a total of 1,700,884 shares for
which the withdrawal right was exercised, while Peninsula
and Quaestio, under the back-stop agreements, acquired
1,514,692 shares for which the withdrawal right was exer-
cised. Therefore, the company purchased the remaining
3,162,992 shares for which the withdrawal right had been
exercised, equal to 6.33% of Space4's ordinary share capital
for Euro 31,323,110 and subsequently cancelled them.

Finally, on 6 August, Guala Closures'’ first trading day on the
STAR segment, Guala Closures was merged into Space4. The
merger became effective for statutory, accounting and tax
purposes as of this date. On this date, the following took place:

= cancellation of all the ordinary and class B Guala Closures
shares, making up its entire share capital at the merger
effective date;

= allocation of ordinary shares with the same characteristics
as the ordinary Spaces4 shares to the holders of Guala
Closures shares other than Spaces4 at the merger effective
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date using an exchange ratio of 0.675381 Space4 shares
to every one Guala Closures share;

= allocation of 9,367,393 market warrants (the residual two
market warrants every ten ordinary shares held) to the
holders of ordinary Space4 shares;

= cancellation of all Guala Closures Management Warrants
outstanding at the merger effective date and allocation of
1,000,000 newly issued Space4 warrants with the same
characteristics as Space4 sponsor warrants;

» a Euro 17,567 thousand capital increase to serve the
merger to be subscribed by GCL Holdings S.C.A., Pl G
S.ar.land Quaestio Capital SGR;

= conversion of the first instalment of special Space4 shares
(437,500 or 35% of the total number of special Space4
shares) into 1,968,750 post-merger Guala Closures shares.

Therefore, at 31 December 2018, Guala Closures S.p.A. has
subscribed and paid-up share capital of Euro 68,907 thou-
sand, consisting of 67,184,904 shares, of which 62,049,966
ordinary shares, 4,322,438 class B multiple-vote shares
and 812,500 class C shares with no voting rights. Similarly,
19,367,393 market warrants, 2,500,000 sponsor warrants
and 1,000,000 Management Warrants are outstanding.

Reference should be made to the statement of changes in
equity for changes in, and details of, the components of equity.

The special shares to which, upon issue, 2,500,000 sponsor
warrants have been attached, have the same rights as the
ordinary shares, with the sole exception of the following:

= they do not have voting rights at ordinary and extraordinary
shareholders’ meetings;

» they do not have the right to dividends approved as or-
dinary dividends;

= they cannot be transferred until the last day of the twelfth
month after the Relevant Transaction and, should the
Relevant Transaction not take place, for the maximum
duration of the company as established by article 4 of the
by-laws except for (i) those transferred to the withdrawing
shareholders of Space Holding S.r.l. after the liquidation
procedure as payment in kind for the sale of their invest-
ment; and (ii) those transferred to the beneficiary of a
proportionate demerger of Space Holding S.r.l.;

= if the Company is dissolved, they give the right to their
voters to be paid their stake of liquidation equity after the
ordinary shareholders;

= they give the right to receive two sponsor warrants for
every special share issued;

= when certain conditions are met, the special shares are
automatically converted into ordinary shares, at the ratio
of 4.5 ordinary shares for each special share, without the
need for their holders to express their intention to convert
and without any change to be made to the amount of
share capital, provided that the conversion will decrease
the implicit carrying amount of ordinary shares.

The sponsor warrants attached to the special shares and
assigned free of charge in the ratio of two warrants for

every special share subscribed are not traded on the Italian
regulated stock market or abroad.

Each sponsor warrant gives its holder the right to subscribe
an exchange share if the share’s official price is equal to
or higher than Euro 13 for at least one day in the exercise
period, which is the period between the first trading date
after the Relevant Transaction's effective date and the tenth
anniversary of this date.

Furthermore, on the date the merger became effective,
1,000,000 Management Warrants were issued. They can
be exercised as of this date and will entitle holders to one
Management Warrant share for every exchangeable ma-
nagement warrant, provided that the post-merger Guala
Closures share's official price is equal to or higher than Euro
13 for at least one day in the exercise period, and against
payment of a subscription price per share of Euro 13.

Warrants that have not been exercised at the end of this
period irrevocably become ineffective and are taken to have
been extinguished as explained in the related regulations
to which reference is made.

At 31 December 2018, equity comprises unavailable reserves
for market warrants of Euro 19,367 thousand, of which Euro
6,000 thousand was recognized as a decrease in the share
premium reserve following the capital increase which took
place on 21 December 2017 and the concurrent allocation
of 10,000 thousand market warrants, and Euro 9,367 thou-
sand was taken as a reduction of other reserves, following
the allocation of the residual 9,367,393 market warrants
(€ 1 per market warrant equal to the purchase price of the
market warrants upon listing and the concurrent merger
on 6 August 2018).

Except for the 3,162,992 shares for which the withdrawal
right was exercised, equal to 6.33% of Guala Closures S.p.A’s
ordinary share capital, which were acquired by the company
and subsequently cancelled, the company does not hold
treasury shares or shares of its subsidiaries, either directly
or through trustees or nominees.

The Company's objectives in capital management are to
create value for shareholders, safeguard the Company'’s
future and to support the Company’s development.

The Company thus seeks to maintain a sufficient level of
capitalization, while giving shareholders satisfactory returns
and ensuring the Company has access to external sources
of financing at acceptable terms, including via maintaining
an adequate rating.

The Company monitors the debt/equity ratio on an ongoing
basis, particularly in terms of net indebtedness and cash
flows generated by operating activities.

The Board of Directors carefully monitors the balance between
greater returns through the right level of indebtedness and
the advantages of a sound financial position.

To achieve these objectives, the Company strives to conti-
nuously make its operations more profitable.

The Board of Directors monitors the return on share capital,
being total equity pertaining to owners of the parent, the
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amount of dividends to be distributed to holders of ordinary
shares.

Restrictions to the distribution of equity reserves at 31
December 2018 are set out below.

(Euro thousands) Total amount gr‘:::haﬂ: ggz\aar:ltable Type of restriction

Share capital 68,907 68,907 Capital
Share Premium Reserve 423,837 410,056 13,781 (1) Equity-related reserve
Legal reserve 0 0 Income-related reserve
Other reserves 145,590 137,886 7,704 (2) Equity-related reserve
Hedging reserve 43 43 Income-related reserve
Losses carried forward (6,525) (6,525) (2) Income-related reserve
Profit for the period 12,852 12,852 Profit for the period
Total 644,704 547,942 96,763

1. The Share premium reserve is unavailable for Euro
13,781 thousand, because, pursuant to article 2431 of
the Italian Civil Code, it cannot be distributed until the
legal reserve amounts to one-fifth of the share capital;

2. The Other reserve are unavailable for Euro 7,704 thou-
sand for the following reasons:

> Euro 1,179 thousand, pursuant to article 2426, paragraph
5 of the Italian Civil Code, being the amount needed to
cover unamortized development expenditure;

> Euro 6,525 thousand, for losses carried forward.

STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

(26) NET REVENUE

Net revenues as at 31 December 2018 towards third parties
are to Euro 27,941 thousand.

Net revenue may be detailed by geographical segment as
follows:

(Euro thousands) 2017 2018

Europe - 23,540
Rest of the world - 3,179
Asia - 745
Latin America - 477
Total - 27,941

The table below illustrates net revenue by product type:

The table below illustrates net revenue by outlet market:

Euro thousands 2017 2018

Spirits closures - 16,035
Wine closures - 1,578
Closures for oil and vinegar - 3,392
Pharma closures - L4
Closures for mineral waters - 3,034
Closures for other markets - 54
Other revenue - 3,505
Total - 27,941

Net revenue from subsidiaries as at 31 December 2018 are
equal to Euro 19,458 thousand.

This accounts for 41.1% of total net revenues and mainly
includes sales made to Guala Closures UK Ltd. (Euro 6,399
thousand), Guala Closures Iberica S.A. (Euro 3,805 thousand),
Guala Closures Mexico, S.A. de C.V. (Euro 1,696 thousand),
Guala Closures Ukraine LLC (Euro 1,332 thousand), Guala
Closures South Africa Pty Ltd. (Euro 1,232 thousand), Guala
Closures Australia Pty Ltd. (Euro 1,110 thousand), Guala
Closures Chile SpA (Euro 1,034 thousand), Guala Closures
New Zealand Ltd. (Euro 992 thousand), Beijing Guala Closures
Co. Ltd. (Euro 563 thousand), Guala Closures France SAS
(Euro 388 thousand), GCL Pharma S.r.l. (Euro 331 thousand),
Guala Closures Argentina S.A. (Euro 188 thousand), Guala
Closures DGS Poland S.A. (Euro 162 thousand), Guala Closures
do Brasil Ltda. (Euro 119 thousand), Guala Closures North
America, Inc. (Euro 83 thousand), Guala Closures India Pvt
Ltd. (Euro 18 thousand), Guala Closures Bulgaria A.D. (Euro
5 thousand), and GCL International Sarl (Euro 1 thousand).

Net revenue from sales transactions concluded with related
parties may be analysed by geographical segment as follows:

(Euro thousands) 2017 2018

Euro thousands 2017 2018
e 505 Europe - 12,423
La = Closures oo - s Latin America - 3,038
V\L;lxurylc osures (decorative - — Oceania B 2102
Pr:ne C oslures - , 44 Aein B =80
8 ﬁrmacl Osures( —" - 007 Rest of the world - 1,315

oll-on closures (standar - , Total . 19,458
Other revenue - 3,505

Total - 27,941
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(27) OTHER OPERATING INCOME

This caption other operating income towards third parties
includes:

(Euro thousands) 2017 2018

Sundry recovery/repayments - 31
Windfall profits - 19
Gains - 2
Other - 1,105
Total - 1,157

“Other” as at 31 December 2018, for Euro 1,105 thousand,
refers to premiums from suppliers for Euro 536 thousand,
client contributions for research, development and engineering
for customised products for Euro 369 thousand and Euro
200 thousand for the use of the provision for doubtful debt.

Other operating income from subsidiaries as at 31 December
2018 amounts to Euro 7,517 thousand.

It represents 86.7% of total other operating income and
mainly relates to the following:

a. the service agreement for the recharge to subsidiaries
of costs incurred by Guala Closures S.p.A. on behalf
of other group companies for accounting, financial,
treasury, purchasing, personnel management and data
management services and for the cost of insurance paid
in Italy, for a total of Euro 4,434 thousand;

b. charge-backs for staff costs (in particular Guala Closures
Iberica S.A. (Euro 109 thousand), Beijing Guala Closures
Co. Ltd. (Euro 61 thousand), Guala Closures India Pvt
Ltd. (Euro 20 thousand), Guala Closures South Africa
Pty Ltd. (Euro 18 thousand), and Guala Closures North
America (Euro 17 thousand));

c. charge-backs of transport costs (mainly Guala Closures
Mexico, S.A. de C.\. (Euro 54 thousand), Guala Closures
Argentina S.A. (Euro 13 thousand), Beijing Guala Clo-
sures Co. Ltd. (Euro 9 thousand), Guala Closures Chile
SpA, (Euro 2 thousand), and Guala Closures Francia SAS
(Euro 1 thousand));

d. royalties of Euro 622 thousand from Guala Closures
India Pvt Ltd., Euro 468 thousand from Guala Closures
Mexico, S.A. de C.V,, Euro 251 thousand from Guala
Closures Australia Pty Ltd., Euro 256 thousand from
Guala Closures Iberica S.A., Euro 238 thousand from
Guala Closures UK Ltd., Euro 156 thousand from Guala
Closures South Africa Pty Ltd., Euro 115 thousand from
Guala Closures Argentina S.A., Euro 118 thousand from
Guala Closures New Zealand Ltd., Euro 111 thousand to
Guala Closures de Colombia Ltda. and Euro 44 thousand
Beijing Guala Closures Co. Ltd., Euro 43 thousand to
Guala Closures do Brasil Ltda. and Euro 5 thousand to
Guala Closures North America, Inc.;

e. charge-backs of costs for insurance (in particular, Guala
Closures UK Ltd (Euro 17 thousand), Guala Closures
Iberica S.A. (Euro 13 thousand), Guala Closures DGS
Poland S.A. (Euro 12 thousand), Guala Closures Aus-

tralia Pty Ltd, (Euro 7 thousand), Guala Closures New
Zealand Ltd. (Euro 4 thousand), Guala Closures Francia
SAS (Euro 4 thousand), and Guala Closures Bulgaria AD
(Euro 2 thousand));

f.  technical consultancy of Euro 30 thousand charged to
GCL International Sarl, Euro 15 thousand Guala Closures
Iberica S.A., Euro 2 thousand Guala Closures UK Ltd.,
and Euro 1 thousand GCL Pharma Srl;

(28) INTERNAL WORK CAPITALISED

This caption includes the internal costs capitalized of Euro
1,270 thousand in 2018. The work performed by the entity
and capitalised mainly includes Euro 272 thousand of capi-
talised development expenditure related to new closures,
and Euro 487 thousand of extraordinary maintenance carried
out on property, plant and equipment and upgrading of the
production capacity of Guala Closures S.p.A. and foreign
companies amounting to Euro 511 thousand.

(29) COSTS FOR RAW MATERIALS

This caption is related to costs for raw material towards
third parties and includes:

(Euro thousands) 2017 2018

Raw materials and supplies - 17,086
Consumables and maintenance - 671
Packaging - 879
Fuels - 103
Change in inventories - 2,717
Total - 21,457

Costs of raw materials purchased from subsidiaries as at 31
December 2018 amounts to Euro 2,820 thousand.

These make up 11.6% of total costs for raw materials and
mainly relate to purchases from Guala Closures Ukraine LLC
(Euro 1,557 thousand), Guala Closures Iberica S.A. (Euro
464 thousand), Guala Closures DGS Poland S.A. (Euro 420
thousand), Guala Closures France SAS. (Euro 203 thousand),
Guala Closures Bulgaria A.D. (Euro 93 thousand), Beijing
Guala Closures Co. Ltd. (Euro 44 thousand), GCL Pharma
S.r.l. (Euro 16 thousand), Guala Closures UK Ltd. (Euro 14
thousand), and GCL International S.a.r.l (Euro 3 thousand).
These transactions are part of ordinary operations and are
agreed on an arm'’s length basis.
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(30) COSTS FOR SERVICES

This caption is related to costs for services towards third

parties and includes:

Costs for services for subsidiaries at 31 December 2018
came to Euro 462 thousand.

These costs are mainly commission paid to Guala Closures
North America, Inc. (Euro 142 thousand) and Guala Closures
Ukraine LLC (Euro 32 thousand), technical consultancy paid

(LE”"I’ thzusa"dls), g 2017 2017 to GCL Pharma S.r.l. (Euro 85 thousand), external production
Azga, é”t C:_nsu ting fees 4(; ?’228 services paid to GCL Pharma S.r.l. (Euro 26 thousand) and
MIMISTTEtve Services ' transport paid to Guala UK Ltd. (Euro 110 thousand). These
Electricity / Heating - 1,643 . . .
transactions are part of ordinary operations and are agreed
Transport - 1,547 , .
. on an arm's length basis.
External processing - 1,243
Maintenance - 963
Sundry industrial services - 917
Travel - 704
Technical assistance - 582
Insurance - 472
Entertainment expenses - 181
Patents - 135
External labour / porterage - 134
External cleaning - 122
Commissions - 103
Expos and trade fairs - 91
Other - 90
Telephone costs - 72
Advertising costs - 72
Supervision - 13
Total 40 19,592
The fees to the Board of Directors are:
(Euro thou- R
sands) Costs recognized in the year
Emolu-
ments fo_r Accrual for
other offic- post-employ-
e (Colntrol Fees for Rgmuner- ment benefits “TFR" Other liabil- | Cash
and Risks o . ation for Non-cash | Other o
Committee position | Incentive employ- and other benefits | benefits Total | payable as at | ities as at flows for
assumed supplemen- 31/12/2018 [31/12/2018 | the period
- Remu- ment )
. tary pension
neration
. funds
Commit-
tee)
Total key 28 213 - 152 1 14 -| 419 85 9 395
management
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(31) PERSONNEL EXPENSE

This caption includes:

(Euro thousands) 2017 2018
Wages and salaries 2 6,751
Social security contributions - 2,256
Expense/(income) from defined

. - 541
benefit plans
Other costs - 687
Total 2 10,234

Reference should be made to note 24) Employee benefits
for details on the expense and defined benefit plans.

At 31 December 2018, the Company had the following

number of employees:

Number 31 December |31 December
2017 2018

Blue collars - 205

White collars - 143

Managers - 16

Total N %54

The average number of employees for the period was 434,
including 15 managers, 41 junior managers, 101 white
collars and 277 blue collars.

Personnel expense to related parties includes costs for
the Company's key managers who are also the Company's
directors and amounts to Euro 214 thousand in 2018.

(32) OTHER OPERATING EXPENSE

This caption includes:

(Euro thousands) 2017 2018

Other costs for the use of third party B 315
assets

Provisions - 212
Taxes and duties - 139
Rent and leases - 115
Other charges - 5
Total - 785

(33) FINANCIAL INCOME

This caption is related to financial income towards third
parties and includes:

(Euro thousands) 2017 2018

Fair value of Market Warrants - 17,529
Exchange gains - 149
Interest income 27 701
Total 27 18,379

Financial income from subsidiaries as at 31 December 2018
amounts to Euro 4,541 thousand.

This income represents 19.8% of total financial income and
comprises interest accrued on loans granted to group com-
panies and default interest charged to some of them. More
specifically, interest income was debited to Guala Closures
International B.V. (Euro 4,316 thousand).

Instead, late payment interest was charged to Guala Closures
Chile SpA (Euro 88 thousand), Guala Closures South Africa
Pty Ltd. (Euro 46 thousand), Guala Closures Argentina S.A.
(Euro 43 thousand), Guala Closures Mexico, S.A. de C\V. (Euro
36 thousand), Guala Closures Japan KK (Euro 10 thousand)
and Guala Closures do Brasil LTDA (Euro 1 thousand).

(34) FINANCIAL EXPENSE

This caption is related to financial expense towards third
parties and includes:

(Euro thousands) 2017 2018

Interest expense - 7,457
Exchange losses - 195
Fair value of Market Warrants 6,500 -
Other financial expense - 170
Total 6,500 7,822

The reduction in financial expense on 2017 was due to the
reversal of trend of the fair value of warrants.

This caption Financial expense related parties includes:

(Euro thousands) 2017 2018
Exchange losses - 81
Total - 81

(35) DIVIDENDS

This caption includes dividends from Guala Closures Inter-
national B.V. for Euro 7,000 thousand.
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(36) INCOME AND EXPENSES ON FINANCIAL
ASSETS/LIABILITIES

The following table shows income and expense on financial
assets/liabilities, specifying which are recognized in profit
or loss and which directly to other components of the profit
or loss and other comprehensive income:

(Euro thousands) 2017 2018
Recognitions in the income state-

ment

Bank interest income 27 701
Fair value Market warrants - 17,529
Exchange gains - 149
Total financial income 27 18,379
Ipterest expense on fin;ncial liabili- ~ (7.457)
ties measured at amortized cost '
Exchange losses - (195)
Fair value Market warrant (6,500) -
Other financial expese - (170)
Total financial expense (6,500) (7,822)
Net financial expense (6,473) 10,557
Recognized directly to other com-

ponents of the profit or loss and

other comprehensive income:

Effective portion of fair value gains B 43
(losses) of cash flow hedge

of which cash flow hedges - 43

(37) INCOME TAXES

This caption includes:

(Euro thousands) 2017 2018

Current taxes - (268)
Deferred tax assets - 145
Total - (123)

Changes in deferred tax liabilities recognized directly
into other elements of the statement of other com-
prehensive income:

(Euro thousands) 31 December

2018
Change in deferred tax on delta fair value cash flow
(14)
hedges
Total (14)

Reconciliation between the theoretical and effective

tax charge

The difference between the theoretical and effective tax
charge is mainly related to non-taxable revenue and non-de-
ductible costs.

(Euro thousands) 2017 2018
Profit (Loss) before tax (6,577) 12,975
Income tax using the domestic tax rate _ (3.114)
(2017: 24%; 2018: 24%) !
Non-deductible expenses - (1,401)
Tax exempt income - 2,035
Tax incentives - 289
Recognition and use of previously unrecognized

tax losses ) 2,226
Total increase - 3,149
Effective tax - 35
Other taxes - (158)
Total period tax - (123)

The Regional Office of the Italian Tax Authority of Piedmont
has recognized the continuation of the tax consolidation
agreement pursuant to Articles 117 to 128 of Italian Pre-
sidential Decree no. 917 of 22 December 1986, in place by
the acquired company with its subsidiary GCL Pharma S.r.l.

Other taxes include the potential reimbursement of taxes
paid abroad for which there is no certainty about their re-
coverability based on the forecast taxable income.
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(38) EXPLANATORY NOTES TO THE SEPARATE
STATEMENT OF CASH FLOW

The following is a reconciliation of liabilities arising from
financing activities for the year ended 31 December 2018:

Euro thousands
Total Debt at 1 January 2018 12,500
Derivative (assets)/liabilities and related items at 0
1 January 2018
Total Liabilities from financing activities at 1

January 2018 12,500
Cash effect (*)

Proceeds from new borrowings and bonds 916,224
Repayment of borrowings and bonds (1,002,396)
Repayment of finance leases (965)
Interests paid (2,950)
Transaction costs paid fo.r the iss'ue of new de- (14,633)
benture loans and revolving credit facility '
Non- Cash effect

han inin from mergers with |

Eloasugrgz s_p,A(,jebt 0 ergers with Guala 558,839
Assets (liabilities) for derivatives and relateq B 115
Guala Closures S.p.A. as at the date of acquisition

Issuance of new market warrants 9,367
Changes in Fair value of Market Warrants (17,529)
Interests and other financial expense 6,634
Foreign exchange effect (45)
Changes in Fair value of derivatives (203)
Transaction costs amortization 993
Other changes (295)
;:;aelnl;lt?:rmzt;sgfrom financing activities at 31 465,656
Derivative (assets)/liabilities and related items at (88)
31 December 2018

Total Debt at 31 December 2018 465,744

(*)In relation to Cash effect, reference should be made to the separate statement
of cash flows on page 131

(39) NET FINANCIAL INDEBTEDNESS

Here follows the detail of Net financial indebtedness respec-
tively at 31 December 2017 and 31 December 2018 calculated
in accordance with ESMA/2013/319 recommendations:

31 31
(in thousands of Euro) December | December
2017 2018
A |Cash - -
B | Other cash and cash equivalents 512,206 16,108
C | Securities held for trading - -
D |Cash(A+B+C) 512,206 16.108
E | Current financial assets - 989
F | Current bank loans and borrowings 0 -
G Current portion of non-current indebt- 0 4058
edness
H | Other current loans and borrowings 0 2,436
Current financial indebtedness
| (F+G+H) - 6,494
] Net current financial indebtedness (512,206)| (10.603)
(1-E-D)
K | Non-current bank loans and borrowings 0 10.439
L Bonds issued 0| 441,383
M | Other non-current liabilities 0 3,091
Non-current financial indebtedness
N (K+L+M) 0| 454,912
Net financial indebtedness as per
N ESMA’s recommendation (J+N) (512,206) | 444,309

The Company monitors the performance of its financial in-
debtedness using a parameter which includes the amounts
shown in the above table, non-current financial assets and
the market value of the market warrants, recognized under
current financial liabilities.

In the annex to the Directors’ report, the Company gives a
breakdown of net financial indebtedness, including non-cur-
rent financial assets and the market value of the market
warrants, recognized under current financial liabilities.

The table below shows the reconciliation of the total net
financial indebtedness shown in the annex A) to the Direc-
tors' report and the structure of net financial indebtedness
as per the ESMA's recommendation:

31 As at 31
(in Euro thousands) December | December
2017 2018
Net financial indebtedness as per
0 ESMA's recommendation (512,206) 444,309
P | Non-current financial assets - (218,675)
Q | Market warrants 12,500 4,338
Total net financial indebtedness
R (0-P+Q) (499,706) 229,973

The change in net financial indebtedness at 31 December
2018 compared to 31 December 2017 is mainly due to the
cash flows used to finance the purchase of the investment
in Guala Closures Group, the withdrawal of a number of
previous shareholders and the inclusion of the debt of the
acquired group.
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OTHER INFORMATION

(40) FAIR VALUE OF FINANCIAL INSTRUMENTS
AND SENSITIVITY ANALYSIS

(a) Accounting classifications and fair values

The following tables show the carrying amounts and fair
values of financial assets and financial liabilities, including
their levels in the fair value hierarchy, as of 31 December
2017 and 31 December 2018. They do not include fair value
information for financial assets and financial liabilities not
measured at fair value as their carrying amount is a reaso-
nable approximation of fair value. There were no movements
from one level to another in 2018.

31 December 2017 Carrying amount Fair value
Fair Financial
Desig- value - assets at Other
Euro thousands Note |natedat | hedging . financial Total Level 1 Level 2 |Level3 | Total
. amortized .
FVUTPL instru- liabilities
cost
ments

Financial assets not measured at fair value (*)

Cash and cash equivalents 4 512,206 512,206

- - 512,206 -| 512,206 - - -

Financial liabilities measured at fair value

Market warrants (12,500) | (12,500) (12,500)

(12,500) | (12,500) | (12,500) - -

Financial liabilities not measured at fair value (*)

Trade payables - third parties 18 (4,490) |  (4,490)

(4,490) (4,490) - - -

(*) The Company has not disclosed the fair values of some financial instruments
such as cash and cash equivalents and trade payables, because their carrying
amounts are a reasonable approximation of fair values.
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31 December 2018 Carrying amount Fair value
talue - | nated |- hedging |Held-to- [and | Avll= | Other Level
Euro thousands Note . ging . . able financial | Total Level 1 | Level 2 Total
held for | at instru- maturity | receiv- for sale | liabilities 3
trading | FUTPL | ments ables
Financial assets measured at
fair value
Currency swaps held for trading 10 146 146 146 146
146 - - - - - - 146 - 146 - 146
Financial assets not measured
at fair value
Trade receivables - third parties 6 12,765 12,765 -
Tradg receivables - related 6 28,094 28,094 R
parties
Financial assets - related parties 5 219,570 219,570 229,701 229,701
Cash and cash equivalents 16,108 16,108 -
Financial assets - third parties 5 38 38 38 38
- - - 38| 276,537 - -| 276,574 -1 229,739 -| 229,739
Financial liabilities measured at
fair value
Interest rate swaps used for
hedging 22 (58) (58) (58) (58)
Market warrants 17 (4,338) (4,338) | (4,338) (4,338)
- - (58) - - - (4,338) (4,397) | (4,338) (58) - (4,397)
Financial liabilities not mea-
sured at fair value (*)
Bank-backed loans 17 (10,560) | (10,560) (10,742) (10,742)
Secured bond issues 17 (445,320) | (445,320) (463,777) (463,777)
Finance lease liabilities 17 (5,526) (5,526) (5,603) (5,603)
Trade payables - third parties 18 (20,699) | (20,699) -
Trade payables - related parties 18 (1,215) |  (1,215) -
R R B - - - | (483.320) | (483,320) - | (480,122) - | (480,122)

(*) The Company has not disclosed the fair values of some financial instruments
such as Cash and cash equivalents, trade receivables, financial assets and trade
payables, because their carrying amounts are a reasonable approximation of
fair values.

(b) Measurement of fair values

i. Valuation techniques and significant no-directly
observable inputs

Market warrants are measured at fair value through profit
or loss and classified under other financial liabilities. Fair
value is calculated based on the market price at period end,
considering the price of the STAR segment of the stock
exchange, ISIN: IT0O005311813.

Financial instruments measured at fair value

Therefore, the following changes in fair value could signifi-
cantly affect the Company's performance:

= arise in the market warrants’ fair values could lead to an
increase in the Company’s liabilities and financial expense;

= areduction in the market warrants' fair values could lead
to a decrease in the Company’s liabilities and an increase
in financial income.

These financial income and expense are accounting changes
that do not lead to cash inflows or outflows.

The following tables show the valuation techniques used
in measuring Level 2 and Level 3 fair values, as well as the
significant unobservable inputs used.

The following tables show the valuation techniques used
in measuring Level 2 fair values, as well as the significant
no-directly observable inputs used.

Type Valuation technique

Significant unobservable inputs

Inter-relationship between signifi-
cant no-directly observable inputs
and fair value measurement

Market comparison technique:

The fair values are based on broker
quotes. Similar contracts are traded
in an active market and the quotes
reflect the actual transactions of
similar instruments.

Forward interest rate swaps and
forward currency contracts

Not applicable.

Not applicable.
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Financial instruments not measured at fair value

Type

Valuation technique

Significant unobserv-
able inputs

the corresponding allowance for impairment recognized in
the separate financial statements.

There are no cases of particularly concentrated credit risk

Secured bond
issues
Intercompany loans
Finance lease liabili-
ties

Discounted cash flows | Not applicable.

in geographical terms.

At 31 December 2018, trade receivables may be analysed
by geographical segment as follows:

Even if the secured bonds issued is quoted on the OTC market,
such as Euro-MTF in Luxembourg, no relevant transaction
was recorded during the year and so such financial instru-
ment was classified as level 2.

(c) Financial risk management

The Company is exposed to the following risks as a result
of its operations:

» credit risk;

liquidity risk;

= interest rate risk;
= currency risk;

= other price risk.

The Board of Directors has the overall responsibility for establi-
shing and monitoring the Company's system of risk management.

The proxy system ensures that the risk management gui-
delines are implemented and regularly monitored.

The finance department is responsible for the monitoring
and, in carrying out such activities, it uses information ge-
nerated by the internal control system.

Credit risk

This is the risk that a customer or the counterparty to a
financial instrument is unable to meet an obligation, leading
to a financial loss. These risks arise mainly in relation to
trade receivables and financial investments.

The Company's exposure to credit risk depends largely on each
customer’s specific characteristics. The demographics of the
Company's customer portfolio, including the segment insol-
vency risk and country risk, have an impact on the credit risk.

The Company accrues an allowance for impairment equal to
estimated losses on trade and other loans and receivables.
It comprises both the recognition of impairment losses for
material individual amounts and the recognition of collective
impairment losses for similar groups of assets to cover losses
already incurred but not identified. The collective impairment
losses are calculated on the basis of historical payment statistics.

The Company's trade receivables are mainly with primary
operators on the alcoholic and soft drinks market. Most of
its trading relationships are with long-standing customers.
The Company's historical figures indicate a very modest
amount of impairment losses. The risk is fully covered by

(Euro thousands) 31 December 2017 31 December 2018

Europe - 10,946
Asia - 303
Latin America - 305
Rest of the world - 1.211
Total - 12,765

At 31 December 2018, trade receivables may be analysed
by due date as follows:

Gross Write-down Net
(Euro thousands) 31 December |31 December |31 December
2018 2018 2018
Not yet due 10,754 10,754
0-30 days overdue 1,332 1,332
31-90 days overdue 646 646
g\‘l’;r d?g days 656 (623) 33
Total 13,388 (623) 12,765

The Company believes that the unimpaired amounts that
are overdue by more than 90 days are still collectible, based
on historical payment behaviour and extensive analyses of
the underlying customers' credit ratings. Based on historical
default rates, the Company believes that, apart from the
above, no impairment allowance is necessary in respect of
trade receivables not yet due or overdue by up to 90 days.

At 31 December 2018, trade receivables may be analysed
by original currency as follows:

(Euro thousands) EUR usbD Other . Total
currencies

Irade receivables - 11,574 1,190 -1 12,765

third parties

An analysis of the credit quality of trade receivables is
showed below

Euro thousands 31 December 2018
- Four or more years' trading history with the

9,941
Company
- From one to four years' trading history with

2,337
the Company
- Less than one year’ trading history with the

486

Company
Total 12,765
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At 31 December 2018, receivables due from subsidiaries
may be analysed by geographical segment as follows:

(Euro thousands) 31 December 2017 31 December 2018

Latin America - 13,479
Europe - 7,690
Asia - 1,389
Oceania - 1,274
Rest of the world - 4,262
Total - 28,094

At 31 December 2018, receivables due from subsidiaries
may be analysed by due date as follows:

Gross Write-down Net
(Euro thousands) 31 December |31 December |31 December
2018 2018 2018
Not yet due 7,930 7,930
0-30 days overdue 1,735 1,735
31-90 days overdue 3,398 3,398
Over 90 days 15,029 15,029
Total 28,094 28,094

Liquidity risk

This risk regards the Company's ability to meet its obligations
arising from financial liabilities.

The Company's approach to liquidity management is to ensure
adequate funds are always available to cover its obligations
at the expiry dates, both in normal conditions and at times
of financial difficulty, without incurring borrowing expense
at terms higher than market conditions.

The Company generally ensures there is sufficient cash and
cash equivalents to cover forecast short-term operating
expenses, including those related to financial liabilities.
Contingent effects arising from extreme situations that
cannot reasonably be forecast, such as natural disasters,
are excluded from the above. The aim of the Company'’s
financing strategy is to maintain a well-balanced maturity
profile for liabilities to thereby reduce the refinancing risk.
Historically, the Company has always met its obligations
on time and was able to re-finance the indebtedness in
advance before it expires.

Reference should be made to the tables in note 17) Cur-
rent and non-current financial liabilities - for information
on the Company'’s loans, credit lines and facilities at the

The Company calculates default interest at 1-month Euribor
plus a spread of 3% on overdue receivables from subsidiaries
and payment deadlines are dictated by the dynamics of

reporting date.

payment management within the Group.

At 31 December 2018, receivables due from subsidiaries
may be analysed by original currency as follows:

Exposure to liquidity risk

The following are the outstanding contractual maturities of
financial liabilities at the reporting date. The amounts are

173

(Eurothousands) |EUR |usp  |Gep [P |total gross and undiscounted, a!nd include es_timated interest

currencies payments and exclude the impact of netting agreements:
;'Jabdj d';iiee"s’ab'es " | 26,667 71| 1355 28,094

Contractual cash flow
Carrying Within From one After Total contractual
Euro thousands amount one year to five years five years cash flows
Non-derivative financial liabilities
Secured bank loans 10,560 998 3,884 11,242 16,124
Secured bond issued 445,320 15,925 63,700 459,645 539,270
Market warrants 4,338 4,338 - - 4,338
Finance lease liabilities 5,526 2,436 3,091 - 5,526
Trade payables — third parties 20,699 20,699 20,699
Trade payables - related parties 1,215 1,215 1,215
Total 487,659 45,611 70,674 470,887 587,172
Derivative financial liabilities
Interest rate swaps used for hedging 58 60 - - 60
Total 58 60 - - 60
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The interest payments on variable interest rate loans and
bond issues in the table above reflect market forward interest
rates at the reporting date and these amounts may change
as market interest rates change. The future cash flows on
contingent consideration and derivative instruments may
be different from the amount in the above table as interest
rates and exchange rates or the relevant conditions under-
lying the contingency change. Except for these financial
liabilities, it is not expected that the cash flows included in
the maturity analysis will materialise significantly earlier,
or at significantly different amounts.

Interest rate risk

This risk relates to volatility of the market rates which
determine the interest expense paid on outstanding loans.

The Company is exposed to interest rate risk as almost the
fullamount of its financial liabilities is subject to the payment
of interest at floating rates subject to short-term repricing.

The Company's policy is to hedge a small portion of the
payable amount subject to interest rate risk due to the
current low level of interest rate. Interest rate swaps are
used to hedge the risk which enable the interest rate to be
set at fixed amounts.

Effective interest rate and repricing analysis

The following table shows the effective interest rate at the
reporting date and for the period in which the related rate
may be reviewed for interest-bearing financial assets and
liabilities.

Sensitivity analysis

Financial liabilities’ fair values were calculated by an external

actuary using the following methodology:

= the cash flows generated by the outstanding payables are
identified both in terms of interest and principal. These
cash flows are calculated with reference to the interest
rates and the repayment plan;

» the individual cash flows are discounted using risk-free
rates ruling on the measurement date. The bootstrap
method is applied to the swap rates for each expiry date
of the corresponding cash flow based on the resulting
time curve;

» furthermore, the individual cash flows are discounted
using an additional rate, based on the Company's credit
standing, calculated as the weighted average of the
spreads applied to the different financing agreements.
The spreads applied to the financing agreements are
deemed to objectively represent the Company'’s credit
standing and subsequent significant changes should not
arise given its current financial position.

174

Effective

interest rate 6-12 1-2 2-5 Beyond
Euro thousand - December 31/12/2018 Up to 6 months months years |years |5years

2018

Bonds
Bonds - Floating Rate Senior Secured Notes due in .

2024 issued by Guala Closures S.p.A. £.00% 455,000 455,000
Accruals and deferrals Guala (interest on bonds) n.a. 3,937 3,937
Transaction costs n.a. (13,617) (13,617)
TOTAL bonds FRSSN 2024 - Guala Closures S.p.A. 445,320 445,320
Bank loans and borrowings:

Senior Revolving Credit Facility - Guala Closures S.p.A. 2.50% 11,179 11,179
Transaction costs n.a. (740) (740)
Tot. New Super Senior Revolving Facility 10,439 10,439
Accruals and deferrals n.a. 121 121
Total bank loans and borrowings 121 121
Other financial liabilities:

Market warrants n.a. 4,338 4,338
Finance leases n.a. 5,526 5,526
Total other financial liabilities 9,865 9,865
TOTAL 465,744 465,744
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The following table shows the sensitivity analysis for the
cash flows from these financial liabilities and the related
hedging derivatives at 31 December 2018:

Sensitivity analysis

As of 31 December 2018, a strengthening of the USD and GBP

against the Euro, as indicated below, would have increased/
Increase of | Decrease . ]
Euro thousands 100bp of 100bp (decreaseq) eqmt\/.ar.\d profit or loss by the amounts shgwn
Floating Rate Senior Secured Notes due in (21,020 . below. This analysis is based on exchange rate fluctuations
2024 issued by Guala Closures S.p.A. ' ' that the Company considered to be reasonably possible
Senior Revolving Facility Agreement - (516) 106 at the reporting date. The analysis assumes that all other
gross of transaction costs _ variables, in particular interest rates, remain constant and
Intercompany loan International (5,725) 437 ignores any impact of forecast sales and purchases. The
Intercompany loan UCP__ ) 5 analysis is performed on the same basis, although the
Intercompany loan Argentina (12) | changes in exchange rates differed to those expected, as
Intercompany loan Cile - - indicated below
Intercompany loan Japan (5) -
Sensitivity of cash flows (net) (27,287) 4,734 Appreciation Depreciation
Finance leases (32) 31
Related interest rate swaps 8 (5) 2018 pssets | Profitor Liabilities | Profitor
Sensitivity of cash flows (net) (24) 26 loss loss
USD (10% change) 116 116 (95) (95)
GBP (10% change) 1,196 1,196 (978) (978)
The following methodology is used to perform the sensitivity AUD (10% change) ) ) L L
analyses: a change is assumed in the interest rate used to
calculate the interest (+/- 100 basis points), which indicates L
Other price risk

the change in the overall liability. Accordingly, negative
amounts indicate an increase in the fair value of the liability
and vice versa for positive amounts.

Currency risk

This risk relates to the effect of fluctuations in exchange
rates on sales and purchases in currencies other than the
functional currencies of the various group entities.

The Company is exposed to currency risk, particularly in
relation to fluctuations of the USA dollar and British pound
sterling.

Interest on loans is denominated in the currency of the cash
flows generated by the Company's underlying transactions.

Guala Closures manages the currency risk using hedges
that provide for the forward purchase or sale of foreign
currency when significant differences are noted between
cost and revenue in foreign currency. As at 31 December
2018, hedge contracts are in place for trade receivables
held in pound sterling.

a. Asaresult of the nature of its activities, the Company is
exposed to the risk of fluctuations in the purchase price
of raw materials, particularly plastics and aluminium.

The risk of fluctuations in the purchase price of plastics
has not been hedged as these raw materials were not
listed on international markets (the London Metal Ex-
change). Current developments in the listing of plastics
on the international market and corresponding hedging
instruments will, however, allow us to hedge this risk
in the future.

The risk of fluctuations in the purchase price of alumi-
nium is partly hedged through derivatives which set
the forward purchase price.

b. b) Regarding the fair value of the Market Warrants,
it is specified that the book value as at 31 December
2018 was given by the number of market warrants in
issue (19,367,393) valued at the official unitary prices
of Borsa Italiana S.p.A. (Euro 0.224).

The table below shows the impact of a 10% increase or
decrease in the official market value:

Favorable effect
Increase/ (unfavorable)
Euro thousands (Decrease)
of the listin on the result
€ |ofthe period
Change in the listing of the unit 10% (434)
value of the Market Warrants (10%) 394
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(41) RELATED PARTY TRANSACTIONS

In connection to related parties transactions, please make
reference to the following notes for information on transac-
tions with subsidiaries: 4) “Current and non-current financial
assets”; 6) “Trade receivables”; 11) “Other current assets”;
18) “Trade payables”; 26) “Net revenue”; 27) "Other opera-
ting income”; 29) “Costs for raw materials”; 30) “Costs for
services"; 31) "Personnel expense”; 33) “Financial income”;
34) "Financial expense” and 35) “Dividends".

Transactions with the key management personnel are set
out below:

members appointed by it on the Board of Directors of
Guala Closures S.p.A. (of whom one independent) and
two independent members with appointment exercised
jointly to GCL Holdings S.C.A;

starting from 10 September 2018 one permanent member
and one alternate member of the board of statutory
auditors of Guala Closures S.p.A. were appointed under
recommendation of Space Holding S.p.A;;

starting from 31 July 2018, Space Holding holds 4.70% of
the share capital of Guala Closures S.p.A. and, also due to
the 805,675 C shares without voting rights, it holds 3.14%
of the voting rights.

(Euro . .
thousands) Costs recognized in the year
Emoluments Accrual for
for other offices Remuner- | post-employ- Cash
Fees for . . Non- TFR pay- Other liabil- | flows
(Control and o ) ation for ment benefits Other .
Risks Committee position | Incentives employ- and other cash benefits Total | able as at ities as at for
) held benefits 31/12/2018 | 31/12/2018 | the
- Remuneration ment supplementary eriod
Committee) pension funds P
Total key 17 - 152 1 14 -| 194 85 -| 180
management

Furthermore, in relation to the services rendered by executives
with strategic responsibilities who also act as executives of
the subsidiary GCL International S.ar.l, in 2018, the Company
received a charge-back of approximately € 2.5 million which
was mainly charged back to other Group companies.

Following the sale of pre-merger Guala Closures to Space4
S.p.A. and the simultaneous reorganization of the Luxem-
bourg companies, which previously controlled pre-merger
Guala Closures, the incorporated under the Luxembourg law
company GCL Holdings S.C.A. has become wholly owned
by Managers and by their relatives and controlled by law
by Marco Giovannini.

The transactions and relationships between this company
and the Group at 31 December 2018 are summarized below:

= from August 6 (effective date of the merger), it had four
members appointed by it on the Board of Directors of
Guala Closures SpA, as well as two independent members
with an appointment jointly held with Space Holding SpA;

» starting from 10 September 2018 two permanent members
and one alternate member of the board of statutory
auditors of Guala Closures S.p.A. were appointed under
recommendation of GCL Holdings S.C.A.

= starting from 31 July 2018 GCL Holdings S.C.A. holds
14.24% of the share capital of Guala Closures S.p.A. and,
as a result of the 4,322,438 B multi-voting shares, it holds
24.28% of the voting rights.

» the transactions with GCL Holdings S.C.A. were carried
out under normal market conditions.

Also Space Holding S.p.A. can be considered a related party.

The transactions and relationships between this company
and the Group at 31 December 2018 are summarized below:

= from 6 August (effective date of the merger), it had two

» the transactions with Space Holding S.p.A. were carried
out under normal market conditions.

Peninsula Capital Il sarl (as a general partner of Peninsula
Investments Il S.C.A. that controls Pll G S.ar.l.) can be consi-
dered a related party.

The transactions and relationships between this company
and the Group at 31 December 2018 are summarized below:

» from 6 August (effective date of the merger), it had a
member appointed by it on the Board of Directors of
Guala Closures S.p.A.

= starting from 31 July 2018 Peninsula holds 9.84% of the
share capital of Guala Closures S.p.A. holding voting rights
of 8.92%.

» the transactions with Peninsula were carried out under
normal market conditions.

TAN Advisory S.r.l. can be considered a related party as
it is the management company of the TAN Group, 100%
controlled by Tan Holdings S.r.l., which, in turn, is held by
Filippo Giovannini for a direct investment of 11.49% and an
indirect investment through Tan International S.r.l. of 5.24%;
in addition to this Tan Advisory S.r.l. is a direct subsidiary for
5.83% of SWAN S.r.l., a company held entirely by Giovannini
family and in which Marco Giovannini exercises legal control,
with 52% of the share capital.

Some managers of Guala Closures S.p.A. are also sharehol-
ders of the shareholder GCL Holdings S.C.A. (see Information
prospectus for listing on the stock exchange).

Witch specific reference to the new related party transaction
procedure, please refer to www.gualaclosures.com — section
Investor Relations.

There are no significant transactions with other related
parties in addition to those indicated.
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(42) CONTINGENT LIABILITIES

In relation to the potential tax liabilities, please refer to the
note 21) “Provisions”.

At the date of publication of these separate financial state-
ments, there were no additional significant contingent
liabilities in relation to which the Company can currently
foresee future expenditure.

(43) OPERATING LEASES AND RENTS

The Company leases a number of warehouse and factory
facilities under operating leases or rents. The leases or
rents typically run for a period of 4-6 years, with an option
to renew the lease after that date. Some leases provide
for additional rent payments that are based on changes in
local price indices.

Future minimum lease payments

At the reference dates, the future minimum lease payments
under non-cancellable leases and rents were receivable as
follows.

(Euro thousands) 2017 2018
Due within one year - 855
Due between one and five years - 1,119
Due from more than five years - 170
Total - 2,145
Amounts recognized in profit or loss
Euro thousands 2017 2018
Lease expense - 716
Total - 716

(44) COMMITMENTS AND GUARANTEES

The Company's commitments and guarantees given at 31
December 2018 comprise:

= Pledge over Guala Closures International B.V. shares held
by Guala Closures S.p.A;

» Pledge over receivables of Guala Closures S.p.A. arising
under certain intercompany loan agreements and Guala
Closures S.p.A.

The other guarantees given by the Company at 31 December
2018 are as follows:

Euro thousand 31 December 2018

Third party assets held by the Company

4,834

(45) FEES OF THE STATUTORY AUDITORS

The Statutory Auditors' fees are detailed below:
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Euro thousands Costs recognized in the year
Accrual for post-
Fees for po- . Remuneration for employment Non-cash Payables as Cash flows
. Incentives benefits and other ) Total at 31 Decem- | .
sition held employment benefits in the year
supplementary ber 2018
pension funds
Boa.rd of statutory 88 88 16 71
auditors
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(46) SIGNIFICANT SUBSEQUENT EVENTS
OCCURRED AFTER THE YEAR END DATE

On 27 November 2018, the Company submitted a request
to the Agreement Office of the Italian Tax Authority of Pie-
dmont for the continuation of the tax consolidation in place
by the acquired company with its subsidiary GCL Pharma
S.rl.and the de-application of the limits established by Art.
172, paragraph 7 of the Consolidated Law on Income Tax to
tax losses realised before the merger.

On 28 February 2019, the Agreement Office of the Italian
Tax Authority of Piedmont confirmed the interpretation in
the question raised and recognized the continuation of the
tax consolidation in place by the acquired company with its
subsidiary GCL Pharma S.r.l. and the disapplication of the
limits established by Art. 172, paragraph 7 of the Consolidated
Law on Income Tax to tax losses realised before the merger.

In relation to the fatal incident that took place on 30 January
2017 at the Magenta (M) plant of Guala Closures pre-mer-
ger, thereafter merged by acquisition into the Company, the
heirs of the deceased were fully reimbursed in July 2018;
compensation was paid 80% by the insurance of Guala Clo-
sures pre-merger and the remaining 20% by the Prevention
and Protection Service Manager appointed at the time of
the incident, Luigi Cichero.

With respect to the involvement of Guala Closures S.p.A.
in the criminal proceedings pursuant to Italian Legislative
Decree no. 231/01, the Company filed an application for
settlement which foresees the payment of a penalty equal
to Euro 50 thousand fine. The public prosecutor has already
expressed their positive opinion thereon and the first hearing
has been scheduled for 16 April 2019, at which point the
proceedings will be settled in accordance with Art. 444 of
the Italian Code of Criminal Procedure.

Shareholders’ Meeting for the approval of the buy-
back of own shares

On 14 February 2019, the ordinary shareholders’ meeting
was held of Guala Closures S.p.A., resolved:

a. a)toauthorise the Board of Directors, in accordance with
Articles 2357 et seq. of the Italian Civil Code and 132
of the Consolidated Finance Act, to carry out deeds of
purchase of ordinary shares in the Company (therefore,
with the exclusion of special shares B and special shares
C), for the purpose included in the explanatory report of

the Board of Directors, up to the maximum limit that,
considering the ordinary shares of Guala Closures as
held over time in the Company’s portfolio, shall be no
more than 3% (three percent) of the ordinary shares
issued as at the meeting date (equal to approximately
1,861,500 ordinary shares) to be carried out, even in
different steps, within eighteen months of the date of
the meeting authorisation.

Information pursuant to Art. 1, paragraph 125 of
Italian Law no. 124 of 04 August 2017

Paragraphs 125, 127 - Contributions, grants, economic
advantages received

It is acknowledged that, during the year in question, the
Company received the following grants, contributions, re-
munerated appointments and in any case economic benefits
from public administrations and subjects pursuant to the
first sentence of paragraph 125 of Art. 1 of Italian Law no.
124/2017:

= From FINPIEMONTE a contribution of Euro 5,560.54 for
the ECIPOL project. Itis anindustrial research and experi-
mental development project that aims to reuse agricultural
production waste in plastic formulations in industrial
sectors such as, in particular, packaging (cosmetics and
beverage) and bioconstruction.

Paragraphs 126, 127 - Deeds of concession of grants,
contributions, economic advantages

It is acknowledge that during the year in question, the
Company did not formalise any concession of grants, contri-
butions, subsidies and the attribution of economic benefits
to natural persons and public and private entities.

(47) PROPOSALS OF THE BOARD OF DIRECTORS
TO THE SHAREHOLDERS MEETING

We propose to the ordinary shareholders meeting, in ordinary
shareholders’ meeting to allocate the net profit attributable to
the shareholders of the Company of € 12,851,915 as follows:

» 5% to the legal reserve for € 642,596;
» € 23,234 in the Reserve for unrealized exchange gains;

= € 12,186,085 to the extraordinary reserve

On behalf of the Board of Directors
Chairman and CEO

Marco Giovannini

(signed on the original)

19 March 2019

ANNUAL REPORT 2018



Annexes to the separate financial statements of Guala Closures S.p.A.

Annexes to the separate financial statements of Guala Closures S.p.A.

ANNEX A) ANNEX B)
List of investments in indirectly controlled subsidiaries at Attestation of the Chief Executive Officer and the Financial
31 December 2018 Reporting Manager
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ANNEX A)

List of investments in indirectly controlled subsidiaries at 31 December 2018

Company name Registered office Currency Share capital W
EUROPE

Guala Closures UK Ltd Great Britain GBP 134,000 100%
United Closures and Plastics Ltd. Great Britain GBP 3,509,000 100%
GCL International Sarl Luxembourg EURO 12,000 100%
Guala Closures Iberica, S.A. Spain Euro 4,979,964 100%
Guala Closures France SAS France Euro 2,748,000 70%
Guala Closures Ukraine LLC Brazil UAH 90,000,000 70%
Guala Closures Bulgaria AD Bulgaria BGN 10,420,200 70%
Guala Closures DGS Poland S.A. Poland PLN 595,000 70%
ASIA

Guala Closures India Pvt Ltd India INR 170,000,000 95.0%
Axiom Propack Pvt Ltd India INR 188,658,000 95.0%
Beijing Guala Closures Co. Ltd China CNY 20,278,800 100%
Guala Closures Japan KK Japan JPY 65,962,000 100%
LATIN AMERICA

Guala Closures de Mexico, S.A. de C.V. Mexico MXP 94,630,010 100%
Guala Closures Servicios Mexico, S.A. de C.V. Mexico MXP 50,000 100%
Guala Closures Argentina S.A. Argentina ARS 208,633,770 100%
Guala Closures do Brasil LTDA Brazil BRL 10,736,287 100%
Guala Closures de Colombia Ltda Colombia CoP 8,691,219,554 93.20%
Guala Closures Chile S.p.A. Chile CLP 1,861,730,369 100%
OCEANIA

Guala Closures New Zealand Ltd New Zealand NZD 5,700,000 100%
Guala Closures Australia Holdings Pty Ltd Australia AUD 34,450,501 100%
Guala Closures Australia Pty Ltd Australia AUD 810 100%
AFRICA

Guala Closures South Africa Pty Ltd South Africa ZAR 60,000,000 100%
Guala Closures East Africa Pty Ltd. Kenya KES 30,300,000 100%
REST OF THE WORLD

Guala Closures North America, Inc. United States usD 60,000 100%
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ANNEX B)

Statement of the CEO and manager in charge of financial reporting

Certification of the separate financial statements pursuant to article 81-ter of Consob Regulation no. 11971
of 14 May 1999, as subsequently amended and supplemented

4. The undersigned Marco Giovannini and Anibal Diaz, respectively the Chief Executive Officer and Manager appointed to
prepare the company's accounting documents for Guala Closures S.p.A. (the “Company”) hereby certify, also in due consi-
deration of the provisions of Art. 154-bis, paragraphs 3 and 4 of Italian Legislative Decree no. 58 of 24 February 1998:

= the adequacy in respect of the business characteristics and also taking into account the characteristics and effects
of the corporate transaction completed on 6 August 2018 with the merger by acquisition of "Guala Closures S.p.A”
(tax code, VAT number and registration number with Alessandria Companies House 13201120154) into the Company
(previously named “Spaces S.p.A!" and there took on today’s name of “Guala Closures S.p.A") and the simultaneous
listing of the Company's shares on the Telematic Share Market (MTA) - STAR segment, organised and managed by
Borsa Italiana S.p.A.; and

= the effective application of administrative and accounting procedures for the preparation of the consolidated financial
statements during the period from 1 January 2018 to 31 December 2018.

No significant issues arose.
6. Moreover, they state that:
3.3. the separate financial statements:

a. have been prepared in accordance with the applicable International Financial Reporting Standards endorsed by the
European Union pursuant to EC Regulation no. 1606/2002 of the European Parliament and Council of 19 July 2002;

b. are consistent with the accounting records and entries;

c. areable to provide a true and fair view of the financial position, results of operations and cash flows of the issuer
and of the companies included in the scope of consolidation.

3.4. The Directors' report includes a reliable analysis of the operating performance and results, as well as the position
of the issuer and of all the companies included in the scope of consolidation, together with a description of the
principal risks and uncertainties to which they are exposed.

Marco Giovannini Anibal Diaz
The CEO The manager in charge of financial reporting
(signed on the original) (signed on the original)
19 March 2019
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KPMG S.p.A.

Revisione e organizzazione contabile
Corso Vittorio Emanuele I, 48

10123 TORINO TO

Telefono +39 011 8395144

Email it-fmauditaly@kpmg.it

PEC kpmgspa@pec. kpmag.it

{Translation from the ltalian original which remains the definitive version)

Independent auditors’ report pursuant to article 14 of
Legislative decree no. 39 of 27 January 2010 and article 10
of Regulation (EU) no. 537 of 16 April 2014

To the shareholders of
Guala Closures 5.p.A.

Report on the audit of the separate financial statements

Opinion

We have audited the separate financial statements of Guala Closures S.p.A. (formerly
Spaced S.p.A., the “company"), which comprise the statement of financial position as
at 31 December 2018, the statements of profit or loss and other comprehensive
income, changes in equity and cash flows for the year then ended and notes thereto,
which include a summary of the significant accounting policies.

In our opinion, the separate financial statements give a true and fair view of the
financial position of Guala Closures S.p.A. as at 31 December 2018 and of its financial
performance and cash flows for the year then ended in accordance with the
International Financial Reporting Standards endorsed by the European Union and the
Italian regulations implementing article 9 of Legislative decree no. 38/05.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA
Italia). Our responsibilities under those standards are further described in the “Auditors’
responsibilities for the audit of the separate financial statements” section of our report.
We are independent of the company in accordance with the ethics and independence
rules and standards applicable in Italy to audits of financial statements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in the audit of the financial statements of the current year. These matters
were addressed in the context of our audit of the financial statements as a whole, and
in forming our opinion thereon, and we do not provide a separate opinion on these
matters.
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Guala Closures 5.p.A.
Independent auditors’ report
31 December 2018

Recognition of the business combination

Notes o the separate financial statements: notes “(2) Accounting policies™ and “(3)

Business combinations”

Key audit matter

In 2018, Space4 S.p.A., a SPAC listed

on the investment vehicles section of the

Italian stock exchange, acquired the
former Guala Closures S.p.A.. After the
acquisition, Guala Closures S.p.A. was
merged into Spaced4 S.p.A., which then
changed its name to Guala Closures
SpA.

The directors elected to initially
recognise the business combination
provisionally, since the fair value
measurement process is still ongoing.
Assisted by specifically engaged
experts, the directors determined the
acquisition date, the transaction cost (or
consideration transferred) and the
provisional allocation of the cost to the
identifiable assets, liabilities and
contingent liabilities of the former Guala
Closures S.p.A. at the acquisition date
{purchase price allocation).

This procedure entailed, inter alia,
measuring the acquisition-date fair value
of the consideration transferred and the
recognition of goodwill of €714 million in
the separate financial statements,

Due to the complexity of the transaction
and the materiality of the assets
acquired, liabilities assumed and
contingent liabilities, we believe that the
recognition of the above business
combination is a key audit matter.
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Audit procedures addressing the key
audit matter

Our audit procedures included:

— understanding the process adopted
by the company's directors to
measure the fair value of the
consideration transferred and the
provisional fair value of the assets,
liabilities and contingent liabilities of
the former Guala Closures S.p.A. at
the acquisition date;

— analysing the report prepared by the
external experts for the purposes of
the provisional PPA;

— involving experts of the KPMG
network in the assessment of the
reasonableness of the model used
to measure the fair value of the
consideration transferred and the
provisional fair value of the assets
acquire, liabilities assumed and
contingent liabilities;

— checking the former Guala Closures
S.p.A's acquisition-date accounting
balances;

— assessing the appropriateness of the
disclosures provided in the notes
about the recognition of the business
combination,
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Guala Closures 5.p.A.
Independent auditors’ report
31 December 2018

Recoverability of goodwill

Notes to the separate financial statements: notes “(2) Accounting policies” and “(14)

Intangible assets”

Key audit matter

Following the merger of the former
Guala Closures S.p.A. into Space4
5.p.A., the company recognised
goodwill of €714 million at 31 December
2018.

The directors tested the reporting-date
carrying amount of the Closures CGU,
which includes the related goodwill, for
impairment by comparing it to its
recoverable amount. The directors
estimated the recoverable amount
based on value in use calculated using
the discounted cash flow model.

Impairment testing entails a high level of
judgement, especially in relation to:

— the expected cash flows, calculated
by taking into account the general
economic performance and that of
company's sector and the actual
cash flows generated by the CGU in
recent years;

— the financial parameters to be used
to discount the above cash flows.

For the above reason, we believe that
the recoverability of goodwill is a key
audit matter,
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Audit procedures addressing the key
audit matter

Our audit procedures included:

— understanding the process adopted
for impairment testing approved by
the company’s board of directors;

— understanding the process adopted
for preparing the 2019-2023
business plan approved by the
company's board of directors (the
“2019-2023 plan”) from which the
expected cash flows used for
impairment testing have been
derived;

— analysing the reasonableness of the
assumptions used by the company
to prepare the 2018-2023 plan;

— checking any discrepancies between
the previous year forecast and
actual figures, in order to check the
accuracy of the estimation process;

— comparing the expected cash flows
used for impairment testing to those
used for the 2019-2023 plan and
analysing the reasonableness of any
discrepancies;

— involving experts of the KPMG
network in the assessment of the
reasonableness of the impairment
testing model and related
assumptions, including by means of
a comparison with external data and
information;

— assessing the appropriateness of the
disclosures provided in the notes
about goodwill and the related
impairment test.
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Independent auditors’ report
31 December 2018

Recoverability of goodwill

Notes to the separate financial statements: notes “(2) Accounting policies” and “(14)

Intangible assets”

Key audit matter

Following the merger of the former
Guala Closures S.p.A. into Space4
5.p.A., the company recognised
goodwill of €714 million at 31 December
2018.

The directors tested the reporting-date
carrying amount of the Closures CGU,
which includes the related goodwill, for
impairment by comparing it to its
recoverable amount. The directors
estimated the recoverable amount
based on value in use calculated using
the discounted cash flow model.

Impairment testing entails a high level of
judgement, especially in relation to:

— the expected cash flows, calculated
by taking into account the general
economic performance and that of
company's sector and the actual
cash flows generated by the CGU in
recent years;

— the financial parameters to be used
to discount the above cash flows.

For the above reason, we believe that
the recoverability of goodwill is a key
audit matter,
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Audit procedures addressing the key
audit matter

Our audit procedures included:

— understanding the process adopted
for impairment testing approved by
the company’s board of directors;

— understanding the process adopted
for preparing the 2019-2023
business plan approved by the
company's board of directors (the
“2019-2023 plan”) from which the
expected cash flows used for
impairment testing have been
derived;

— analysing the reasonableness of the
assumptions used by the company
to prepare the 2018-2023 plan;

— checking any discrepancies between
the previous year forecast and
actual figures, in order to check the
accuracy of the estimation process;

— comparing the expected cash flows
used for impairment testing to those
used for the 2019-2023 plan and
analysing the reasonableness of any
discrepancies;

— involving experts of the KPMG
network in the assessment of the
reasonableness of the impairment
testing model and related
assumptions, including by means of
a comparison with external data and
information;

— assessing the appropriateness of the
disclosures provided in the notes
about goodwill and the related
impairment test.
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related disclosures in the separate financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the company to cease to continue as a going concern;

— evaluate the overall presentation, structure and content of the separate financial
statements, including the disclosures, and whether the separate financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance, identified at the appropriate
level required by ISA Italia, regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with the ethics and independence rules and standards applicable in Italy and
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the separate financial
statements of the current year and are, therefore, the key audit matters. We describe
these matters in our auditors' report.

Other information required by article 10 of Regulation (EU) no. 537/14

On 26 September 2017, the company’'s (formerly Spaced S.p.A.) shareholders
appointed us to perform the statutory audit of its separate and consclidated financial
statements as at and for the years ending from 31 December 2017 to 31 December
2025,

We declare that we did not provide the prohibited non-audit services referred to in
article 5.1 of Regulation (EU) no. 537/14 and that we remained independent of the
company in conducting the statutory audit.

We confirm that the opinion on the separate financial statements expressed herein is
consistent with the additional report to the Collegio Sindacale, in its capacity as audit
committee, prepared in accordance with article 11 of the Regulation mentioned above.

Report on other legal and regulatory requirements

Opinion pursuant to article 14.2.e) of Legislative decree no. 39/10 and article
123-bis.4 of Legislative decree no. 58/98

The company'’s directors are responsible for the preparation of the a directors’ report
and a report on corporate governance and ownership structure at 31 December 2018
and for the consistency of such reports with the related separate financial statements
and their compliance with the applicable law.

We have performed the procedures required by Standard on Auditing (SA Italia) 720B
in order to express an opinion on the consistency of the directors’ report and the
specific information presented in the report on corporate governance and ownership
structure indicated by article 123-bis.4 of Legislative decree no. 58/98 with the
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company's separate financial statements at 31 December 2018 and their compliance
with the applicable law and to state whether we have identified material misstatements.

In our opinion, the directors’ report and the specific information presented in the report
on corporate governance and ownership structure referred to above are consistent with
the company's separate financial statements at 31 December 2018 and have been
prepared in compliance with the applicable law.

With reference to the above statement required by article 14.2.e) of Legislative decree
no. 39/10, based on our knowledge and understanding of the entity and its
environment obtained through our audit, we have nothing to report.

Turin, 28 March 2019

KPMG S.p.A.
(signed on the original)

Roberto Bianchi
Director of Audit
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GUALA CLOSURES 5.p.A.

The appointment of the Board of Auditors, by decision of the shareholders pursuant to art. 153 TUF
and section 2429, paragraph 2 of the Italian Civil Code shall apply.

Shareholders,

pursuant to section Section 2429 of the Italian Civil Code and section 153 of Legislative decree deted
24 February 1998 n. 58 (TUF), the Board of Statutory Auditors (the "Board") of Guala Closures SpA
("Guala Closures" or the "Company"), appointed by the Shareholders' Meeting of Guala Closures on 10
September 2019, reports on the supervisory activity carried out during the financial period that ended
on 31 December 2018.

As a preliminary reminder, Guala Closures SpA was established by Space Holding Srl on 19 September
2017 under the name Spaced SpA ("Spaced"), a special purpose vehicle that constituted an Italian
SPAC, in the form of Special Investment Vehicles (SIV) pursuant to the Regulations of Borsa Italiana SpA
("Borsa Italiana"), which started trading on the Stock Exchange on 21 December 2017.

On 31 July 2018, SPAC Spaced4 acquired Guala Closures SpA, the parent company of Guala Closures
Group and, on 6 August 2018, proceeded with the merger by incorporation of Guala Closures SpA.
Spaced has therefore taken on the name of "Guala Closures S.p.A." following the aforementioned
transaction and the Group which refers to Spaced has taken on the name "Guala Closures Group”. The
statutory and accounting effects of the Merger are effective from 6 August 2018.

On 30 July 2018, Borsa ltaliana approved, effective 6 August 2018, the admission to listing of the
Company's ordinary shares and Market Warrants on the Mercato Telematico Azionario (MTA), STAR
segment, and their simultaneous exclusion from trading on the Electronic Investment Vehicles Market
(MIV).

The Board of Statutory Auditors in office during the 2018 financial period up to 10 September 2018 for
the incorporating company Spaced4 was composed by Mr. Pier Luca Mazza (Chairman), Virginia Marini
and Marco Giuliani.

From the date of its appointment, the Board has performed its institutional duties in compliance with
the provisions of the Civil Code, of Legislative Decree 58/98 (TUF) and no. 39/2010 (Consolidated text
of statutory audit), as well as the statutory regulations, also taking into consideration the Rules of
Conduct of the Board of Statutory Auditors issued by the National Council of Chartered Accountants
and Accounting Experts, and the indications expressed by the National Commission for Companies and
the Stock Exchange (" CONSOB ") with notice no. DEM/1025564 of 06 April 2001 and subsequent
notices.

For supervisory activities carried out up to 10 September 2018, the Board of Statutory Auditors
reviewed the minutes of the meetings of the Boards of Statutory Auditors of Spaced SpA and Guala
Closures SpA, which summarized the supervisory activities performed and from which no
reprehensible facts emerged nor omissions or irregularities that require reporting to the competent
bodies or mention to the Shareholders' Meeting.

188



Annexes to the separate financial statements of Guala Closures S.p.A.

Given the above, the activities carried out by the Board of Statutory Auditors are set out below. With
regard to the activity performed by the previous members of the control body, this report is based on
the relative documentary results.

Administrative Body - Appointment, term in office and operation

The Board of Directors in office at the date of this report was appointed by the Shareholders’ Meeting
of Guala Closures on 28 June 2018, with effect from 6 August 2018, and will remain in office until the
conclusion of the Shareholders' Meeting that will be convened for approval of the financial statements
for the financial period ended 31 December 2020.

Pursuant to current legislation and the Code of Conduct for listed companies, the Board of Directors, at
the meeting of 6 August 2018 and again on 19 March 2019, verified the existence of the independence
requirement of Directors Luisa Maria Virginia Collina, Lucrezia Reichlin and Francesco Caio, with the
results indicated in the report on corporate governance and ownership structures, in addition to
maintaining the requirements of integrity and professionalism for all the members of the Board. The
Board of Statutory Auditors verified that the procedure adopted by the Board of Directors to assess
the independence, good reputation and professionalism of its members is consistent with the criteria
indicated by Legislative Decree n. 58/1998 ("TUF") and the Corporate Governance Code for listed
companies.

Board of Statutory Auditors - Appointment, term of office and functioning

The Board of Statutory Auditors in office at the date of this report was appointed by the Shareholders’
Meeting of Guala Closures on 10 September 2018 and will remain in office until the conclusion of the
Shareholders' Meeting to be called to approve the financial statements for the financial period ended
on 31 December 2020.

At the meetings of 4 and 11 October 2018, the Board of Statutory Auditors assessed the independence
of its members, in addition to the possession of the legal and statutory requirements. At the meeting
of 19 March 2019, it carried out its own self-assessment, reporting the results to the Board of
Directors.

During the financial period ended on 31 December 2018, the current Board of Statutory Auditors met 5
times and participated in 6 meetings of the Board of Directors and 1 meeting of the Control and Risk
Committee. Furthermore, the Chairman of the Board of Statutory Auditors participated in 2 meetings
of the Remuneration Committee.

Adherence of the Company to the Corporate Governance Code and its actual implementation

Guala Closures adheres to the Corporate Governance Code for listed companies (the "Code") and, in
compliance with it, the Remuneration Committee and the Control and Risks Committee operate within
the Board of Directors, with advisory and coordination functions. The committees are composed, for
two thirds, of independent directors and, for one third, of non-executive directors.
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The Company evaluated the opportunity to set up an internal appointment committee, but taking into
account that the list voting mechanism provided for in the Articles of Association ensures a transparent
appointment procedure and a balanced composition of the Board of Directors also with with reference
to the presence of an adequate number of independent directors, it has deemed it not necessary to
set up an appointment committee. This choice, as required by the Code, was motivated by the
Company in the Report on Corporate Governance and Ownership Structure.

The Board has verified the correct application by the Company of the corporate governance rules
expressed in the Code or, in the event of deviation from the recommendations therein, an adequate
justification on the point also referred to in the Report on corporate governance.

Compliance with the law and the articles of association - Principles of correct administration

The Board supervised compliance with the law and the memorandum of association and compliance
with the principles of correct management, both in the performance of its activities, including
participation in the meetings of the Board of Directors and of the Board Committees, and during the
meetings held with The management and with the Managers of the various Areas and Functions of the
Company.

Participation in the meetings of the Board of Directors made it possible to obtain periodically from the
Directors information on the activity carried out and on the most significant economic, equity and
financial transactions resolved during the financial period. On the basis of the information available,
the Board can reasonably affirm that these operations are compliant with the law and the Articles of
Association and are not manifestly imprudent, risky or such as to compromise the integrity of the
corporate assets.

Among the significant events that characterized the Company and Guala Closures Group during the
financial period - as reported in the Report on operations - the Board recalls:

= sale of the property in Torre d'lsola (Italy): on 19 February 2018, the preliminary sale agreement
was signed for the building located in Torre d'lsola (Italy) for € 2.1 million. The notarial deed of sale
(with payment of the price) took place on 29 June 2018;

= merger between Guala Closures Group companies prior to the merger of Guala Closures SpA: the
merger between Guala Closures Bulgaria AD and Guala Closures Tools EAD completed on 26 June
2018, with Guala Closures Bulgaria AD as the incorporating company;

= refinancing operation: on 3 October 2018, Guala Closures fully repaid the € 450m bridge loan
entered into during the previous month of July with UniCredit Bank AG, Milan Branch, acting as
agent, and the original lending banks (Credit Suisse AG, Milan Branch, Banca IMI S5pA, Banco BPM
SpA, Barclays Bank PLC and UniCredit SpA) using the proceeds from the issue of a floating-rate
bond (3-month Euribor + 3.5% - zero floor ) maturing on 2024 for a total amount of € 450 million;

® incorporation of a new company: on October 30, 2018 the Board of Directors of the subsidiary GCL
International 5.a.rl approved the establishment of a new company in Kenya, called Guala Closures
East Africa Limited;

* merger between Group companies: Guala Closures (India) Pvt Limited and its subsidiary Axiom
Propack (Pvt) Limited have undertaken a merger process following which Axiom Propack (Pvt)
Limited will be incorporated into Guala Closures (India) Pvt Ltd .;
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= acquisition of United Closures and Plastics (UCP): on December 12, 2018 the Group, through its
Luxembourg subsidiary GCL International 5.a.rl, completed the acquisition of the Scottish company
United Closures and Plastics (UCP) based in Bridge of Allan .

With regard to the dynamics of business combinations that took place prior to admission to listing,
such admission to listing and the financial debt of Guala Closures prior to the merger, please refer to
the description in the Report on operations.

During the meetings of the Board of Directors, the Board also ascertained that the delegated subjects
reported, pursuant to art. 150, paragraph 1, of the TUF, on the transactions carried out according to
the powers attributed to them.

Mo transactions emerged on which the directors had an interest of their own or of third parties.

The frequency of the meetings of the Board of Directors, the information provided during the meetings
and, in general, the set of information flows put in place, are in our opinion substantially adequate
with respect to the legal, statutory and applicable regulations, without prejudice to the the activity of
implementation and formalization of internal processes undertaken by Guala Closures following the
listing.

The Board of Statutory Auditors verified compliance with the disclosure obligations regarding
regulated information, privileged or requested by the Supervisory Authorities.

On 19 March 2019 the Board of Directors of Guala Closures approved, with reference to the 2018
financial period, the Report on corporate governance and ownership structure pursuant to art. 123 his
of the TUF.

Atypical or unusual operations

The Management Report, the information received during the meetings of the Board of Directors and
those received from the Chairman and Chief Executive Officer, from the management and from the
Statutory Auditor did not highlight the existence of atypical and/or unusual transactions, including
inter-group transactions or with related parties.

Transactions between Group Companies and with Related Parties

Intercompany transactions or transactions with related parties, of greater economic, equity and
financial importance, are shown in the Report on Operations and in the specific section of the Notes to
the Financial Statements with an indication of the assets, liabilities and guarantees and commitments
outstanding as at 31 December 2018, broken down by the different types of related parties pursuant
to IAS 24,

During the financial period, the Board has always participated in the meetings of the Control and Risk
Committee, to which the functions of Related Parties Committee have also been assigned. The Related
Party Transaction Procedure was preliminarily approved by the Board of Directors and by the
Shareholders' Meeting of the Company on 27 September 2017; the text was subsequently amended
and definitively approved by the Board of Directors on 29 January 2018. This OPC Procedure was then
modified and supplemented again by resolution of the Board of Directors on 8 March 2019.
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For detailed information on individual intercompany transactions and transactions with related parties
- transactions of greater significance, ordinary transactions and market conditions - please refer to the
relevant sections of the Report on Operations and the Notes to the Financial Statements.

Hanlding of Privileged Information

On 18 December 2018 the Company's Board of Directors approved a first version of the new MAR |
Market Abuse Regulation ) code that established the register of relevant information, in addition to
that of privileged information. The MAR Code was then amended by resolution of the Board of
Directors on 8 March 2019.

The Company's MAR Code has incorporated the rules relating to the treatment of internal dealing
operations, which governs the management, processing and communication of information relating to
transactions on the listed debt shares and instruments of Guala Closures and on derivatives and
instruments financial institutions connected to them by relevant persons and by persons closely
associated with them.

The Board of Statutory Auditors supervised compliance with the procedural rules adopted by the
Company, as well as compliance with the provisions on transparency and public information.

Remarks on the adequacy of the organizational structure

The Board of Statutory Auditors supervised the adequacy of the organizational structure and its correct
functioning in the context of various meetings with the top management and with the Managers of the
various areas and functions.

In particular, the Board has taken note of the initiatives undertaken by the Company aimed at
strengthening the corporate organization in order to (i) better decline of the system of powers with a
greater level of segregation of functions, (ii) guarantee greater visibility to the Group management of
the processes managed by the individual business units also through the introduction of additional
Group policies , (i) launch a progressive process of automation of controls, also in a preventive
perspective, (iv) better define, application and monitoring of specific corporate rules.

The Board of Statutory Auditors has in any case acknowledged that the company organization chart
contains a clear identification of the functions and lines of responsibility.

On the basis of the documentation examined and the information received in the performance of the
supervisory activities, in the presence of an organizational chart which details the roles and
responsibilities of the organizational structures, after verifying the correct exercise of the delegation
system issued by the Board of Directors, the Board of Statutory Auditors substantially deems the
organizational structure of the Company substantially appropriate, without prejudice to the need to
complete, in line with the activities and time frames identified, the strengthening process underway.

Remarks on the adequacy of the internal control and risk management system
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As of the date of the listing, the Company started a project to strengthen the internal control and risk
management system, in order to further align it with national and international best practices ,
concerning:

®* the corporate, organizational and contextual analysis of the Group;

= the introduction of third level control function;

= the rationalization, improvement and formalization of the processes in support of the
governing and control bodies;

*  risk management - development of ERM Group policies .

The Company's internal control and risk management system is currently characterized by the
following elements:

DIRECTOR IN CHARGE

The Board assigned to dott. Anibal Diaz Diaz the role of director in charge of supervising the
functionality of the internal control system ("Appointed Director").

INTERNAL AUDIT FUNCTION

The Company, with a resolution of the Board of Directors dated 8 March 2019, adopted an Internal
Audit function, outsourced (pursuant to Article 7.C.6 of the Corporate Governance Code) to Dr.
Elisabetta Ubertini, Senior Director of RC Advisory, which has been assigned functions substantially
compliant with those provided for by the Corporate Governance Code and by activating the Risk
Management process for the same Function.

With regard to the choice of the Company to outsource the internal audit function, the Board of
Auditors expressed a favourable opinion, although it is hoped that this function will be internalized in a
second phase of the strengthening process of the internal control system of Guala Closures.

RISK MANAGEMENT PROCESS

Guala Closures Group has recently established an Integrated Risk Management Process whose main
objective is to adopt a structured and systematic approach for the identification and evaluation of
priority risks of the company with potential negative effects and definition of appropriate mitigating
actions.

To this end, Guala Closures has defined an applicable Risk Model for the Group as well as specific Risk
Mapping methods, assigning to each identified risk a "risk relevance" value given by the overall
assessment of general impact, probability of occurrence and level of maturity of the risk management
system.

STRATEGIC PLANNING, CONTROL AND REPORTING

Guala Closures Group has for some time been equipped with a structured and continuous planning,
control and reporting system, aimed at defining corporate objectives and strategies, developing plan
and budget projections with monthly monitoring through an articulated system of collection of
information from subsidiaries and meetings of the Top Management of the Parent Company and
Subsidiaries ("COMEX") in order to promptly react to anomalous or unexpected results by defining
appropriate countermeasures.
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OFFICER IN CHARGE

The Board of Directors assigned to Dr. Anibal Diaz, as Group Chief Financial Officer, effective 6 August
2018 and with the favorable opinion of the Board of Statutory Auditors, the role of officer in charge of
the preparation of the accounting and corporate documents referred to art. 154- bis of the TUF (the
“Financial Reporting Manager”).

SUPERVISORY BODY

Guala Closures uses a body made up of 3 members specifically set up to perform the functions of the
Supervisory Body ("Supervisory Body") pursuant to Legislative Decree 231/2001. The Supervisory Body
was appointed by resolution of the Board of Directors on 17 July 2018, effective from 6 August 2018,
for a period of three years. In addition, the Company has adopted its own organization and
management model pursuant to Legislative Decree no. 231/2001 ("Model 231"} in order to prevent
the committing of significant unlawful conduct pursuant to the aforementioned legislation. This Model
231, approved for the first time by resolution of the Board of Directors on 21 November 2005 and
constantly reviewed by the Company, was last updated with the version approved by the Board of
Directors on 31 January 2018.

The Board of Statutory Auditors examined the " Report on the activities carried out by the Supervisory
Body (5B) pursuant to Legislative Decree no. 231 dated 08 June 2001 From the results of the activities
carried out by the SB, no significant viclations of the relevant regulations emerged and it is found that
in addition to the ordinary activity, it proposed changes to the Organization and Management Model
of Guala Closures, also for the purpose of introducing a sanctioning system structured in several levels
defined in the procedural body for the purposes of health and safety legislation. The new
Organizational Model is expected to be adopted in the first half of 2019.

On the basis of the documentation examined, the information received and the checks carried out
during its supervisory activity, the Board of Statutory Auditors considers the process of strengthening
initiated by the Company, including in the Internal Control System, substantially adequate, recalling
the opportunity to complete in accordance with the methods and timing identified for the planned
activities.

Supervisory activities pursuant to art. 19 of Italian Legislative Decree 39/2010 - Relations with the
Independent Auditors

The Board of Statutory Auditors, identified by the art. 19 of Legislative Decree 39/2010 in the version
reformulated as a result of the statutory audit reform implemented by Legislative Decree 135/2016 as
the " Committee for internal control and statutory audit ", has monitored the financial disclosure
process , on the statutory audit activity and on the independence of the Statutory Auditor, in particular
as regards the provision of non-auditing services.

The Board of Statutory Auditors examined the audit reports issued on 28 March 2019 by the legal
auditing company KPMG SpA pursuant to art. 14 of Legislative Decree no. 39/2010 and art. 10 of
Regulation (EU) 537/2014 on the financial statements and on the consolidated financial statements of
the Company as at 31 December 2018. In particular, the audit reports on the financial statements and
on the consolidated financial statements:
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= express an unqualified opinion on the financial statements and on the consolidated financial
statements of Guala Closures, as at 31 December 2018, asserting that the financial statements
provide a true and fair view of the equity and financial situation, the financial result and the cash
flows in accordance with IFRS adopted by the European Union, as well as the provisions issued to
implement art. 9 of Italian Legislative Decree 38/2005

" express an opinion of consistency and compliance which shows that the Management Report
accompanying the financial statements and the consolidated financial statements at 31 December
2018 is consistent with the aforementioned financial statements and is prepared in compliance
with the law, as well as the specific information contained in the Report on Corporate Governance
and Ownership Structures specified in art. 123- bis , paragraph 4, of the TUF;

» with reference to the statement pursuant to art. 14 par. 2 lett. e) of Legislative Decree 39/2010
(with reference to any significant errors found in the Report on operations) they declare, based on
the knowledge and understanding of the company and the related context acquired during the
audit, to have nothing to report.

On 28 March 2019 the Independent Auditors presented the additional Report to the Board, pursuant
to art. 11 of Regulation (EU)} n. 537/2014, from which no significant deficiencies emerged in the
internal control system in relation to the financial reporting process worthy of being brought to the
attention of those responsible for governance activities. Together with the Additional Report, the
Auditing Company provided the Board with the declaration on independence (article & of the
aforementioned EU Regulation) which does not reveal any situations that could compromise its
independence.

The Board held several periodic meetings, in accordance with art. 150, paragraph 3, of the
Consolidated Law on Finance and of the provisions introduced by Legislative Decree no. 39/2010, with
the Auditing Company - examining the 2018 audit plan, verifying its adequacy, following its execution
and exchanging data and relevant information in a timely manner for the performance of their
respective duties - with no particular remarks to be communicated having been highlighted or facts
deemed reprehensible that required the formulation of specific reports pursuant to art. 155
paragraph 2 of the TUF

The Explanatory Notes disclose the fees for the statutory audit of the accounts as well as the fees for
the services rendered to Guala Closures other than the audit performed during the financial period
ended 31 December 2018, by the auditing company and the network entities to which the
independent auditors belong. In this regard, it is represented that on 14 lanuary 2019, the Board of
Statutory Auditors formulated its justified proposal pursuant to article 13 of Legislative Decree no.
39/2010 in relation to the request for adjustment of the remuneration submitted by the Independent
Auditors to Guala Closures on 29 October 2018, an adjustment request subsequently accepted by the
Company by resolution of the Shareholders' Meeting of 14 February 2019.

Below are the fees paid to the independent auditors and companies in its network, as indicated in the
notes to the consolidated financial statements as at 31 December 2018:

Accounting Audit (€ / 000)

Parent Company 442
Italian subsidiaries and branches 32
Foreign subsidiaries and branches 949
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Other services as accounting auditor of the parent company in relation to information documents (€

/ 000)

MTA Parent Company certification services 805
Certification Services for the withdrawal of Parent Company Shareholders 10
HY Bond Parent Company certification services 243

Other services rendered (€ / 000)

Accounting due diligence services Parent Company Relevant Transaction 306
Agreed upon procedures Parent Company Relevant Transactions 40
Accounting due diligence services UCP acquisition 137
Other services foreign subsidiaries 108

The total fees paid to the independent auditors in 2018 amount to € 3,071 thousand (the table above
is in thousands of euros). Any discrepancies between the sum of the individual items and the totals
reported are exclusively due to rounding up and do not alter their reliability and substance).

With regard to the entrusting to the auditing company of further assignments, it is specified that the
Board of Statutory Auditors as currently formed, has authorised:

*  on 4 October 2018, the assignment to KPMG UK of the non-audit assignment relating to the
accounting due dilfigence activity with reference to the acquisition of the Scottish company
United Closures and Plastics ;

* on 17 October 2018 the assignment to the KPMG S.p.A. Independent Auditors of the limited
audit of the condensed consolidated interim financial statements at 30 September 2018 and
2017. This service, although not mandatory under the statutory audit, is part of the " aqudit
related " services generally provided by the Legal auditor and is not included in the list of
services prohibited by art. 5, par. 2, EIP Regulation;

=  on December 10, the assignment for carrying out the limited examination of the consolidated non-
financial clarification drafted pursuant to Legislative Decree 30 December 2016, no. 254 of the
Guala Closures Group;

the above subject to verification of the independence of the Auditing Company pursuant to the
provisions of Legislative Decree no. 39/2010 and by art. 5 of Regulation (EU) n. 537/2014 of the
European Parliament and of the Council of 16 April 2014. The Board recommended the Company to
adopt a specific Procedure for the assignment to the auditing company of non- audit appointments;
this procedure, the preparation of which was started already during the 2018 financial period, was
subsequently adopted by Guala Closure by resolution of the Board of Directors dated 27 March 2019.

Supervisory activities on the financial reporting process - Observations on the adequacy of the
administrative-accounting system

196



Annexes to the separate financial statements of Guala Closures S.p.A.

The Financial Reporting Officer explained to the Board of Statutory Auditors the current configuration
of the administrative and accounting control system, also referring to the detailed work carried out
and documented for the purpose of the listing in August 2018, which describes the system also with
regard to information aspects and reporting support.

The Manager in charge, in acknowledging his activity, while highlighting some improvement points
that will be subject to implementation in the coming months, confirmed the adequacy of the
administrative and accounting structure adopted to date with respect to the complexity and size
managed by the Guala Group Closures, underlining how work is in progress to systematise and
rationalise the existing control activities in a single procedural body.

Pending the described formalization, the Manager in Charge confirmed that he had set up an internal
system of certification for all subsidiaries of the Group to support the correct functioning and effective
application of control activities for the purposes of the Group Reporting Package .

Adequacy of instructions given to subsidiaries

The Board examined the instructions given by the Parent Company to the subsidiaries pursuant to art.
114 par. 2 of the TUF. In particular, the Board of Statutory Auditors acknowledged:

» asregards the steering methods and the information flows in place with the subsidiaries to be
the main characteristic of the Group as well as the presence in the administrative bodies of key
figures of the Parent Company;

s that each subsidiary (with the exception of those located in Japan and the US) is in any case
subject to audit by KPMG network auditing companies, while a network of lawyers with whom
the individual subsidiaries have annual consultancy contracts in place, with the
aforementioned activities being outsourced ;

» that further bodies and/or synthesis moments aimed at strengthening the parent company's
steering are:

o COMEX: group organization, in which all the heads of corporate functions participate,
as well as some general managers, during which information is exchanged within the
Group, addressing operational and financial issues. The committee meets monthly;

o COMEX extended : meetings held in Alessandria in general every four months (January,
July and September/October) which are attended by all the General Managers of the
various subsidiaries, sometimes accompanied by sales managers and controllers;

+ that specific meetings set for budget, budget review and forecast are organized locally, and
take place respectively in autumn, April (3 actual months + 9 budget months) and in October /
Movember (9 months actual + 3 months forecast );

+ that, each month, the individual general managers of the subsidiaries provide the Parent
Company with information regarding the operating performance of the business .

Non-financial statement

The Board of Statutory Auditors, having taken note of the Legislative Decree 254/2016 concerning the
communication of non-financial information and the Implementation Regulation issued by the
CONSOEB with resolution dated 18 January 2018, in performing its function supervised the compliance
with the provisions contained therein in relation to the preparation of the Consolidated Non-financial
Statement (hereinafter also "CNS"), approved by the Board of Directors on 19 March 2019.
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It also took note of the report issued by the Independent Auditors on March 28, 2019, which states
that no elements were received that suggest that the Guala Closures group's CNS for the year ended
on 31 December 2018 was not drafted, in all significant aspects, in compliance with the requirements
of articles 3 and 4 of the Decree and the "Global Reporting Initiative Sustainability Reporting
Standards” .

Complaints pursuant to art. 2408 cc - Reports - Opinions issued pursuant to the law and the
Corporate Governance Code

During 2018 the Board did not receive any complaint pursuant to art. 2408 of the civil code.

On the basis of the activity carried out and the information obtained, no omissions, reprehensible facts
or significant irregularities were required to be reported to the Supervisory Authorities or mentioned
in this Report.

During the financial period and up to the date of approval of this report, the Board of Statutory
Auditors issued opinions and expressed observations that current legislation and the Corporate
Governance Code assign to its competence. Furthermore, the Board of Statutory Auditors reports that
it has:

= examined and positively assessed the text of the Related Party Transaction Procedure pursuant
to the Regulation adopted by CONSOB with resolution no. 17221 of 12 March 2010, also taking
into account the indications and clarifications provided by CONSOB with communication no.
DEM / 10078683 of 24 September 2010;

» expressed its positive opinion in relation to the outsourcing assignment of the Internal Audit
function to Dr. Elisabetta Ubertini, Senior Director of RC Advisory, and also assessed the
adequacy of the allocation of resources assigned to the performance of her responsibilities and
adequacy of his remuneration;

=  examined the Remuneration Policy for the 2019 financial period, as proposed by the
Remuneration Committee in the meeting of 26 March 2019, as well as the text of the
Remuneration report approved by the Board of Directors in the meeting of 27 March 2019,
verifying that it contains the information required by art. 123 ter of the TUF and pursuant to
art. 84 quater of CONSOB regulation 11971/1999;

»  examined and positively assessed the Procedure for the assignment of appointments to the
Independent Auditors approved by the Board of Directors in the meeting of 27 March 2019;

The Board of Statutory Auditors acknowledges that the previous members of the control body issued
an opinion on 16 April 2018 pursuant to art. 2437 ter par. 2 of the Italian Civil Code concerning the
liquidation value of the Company's shares to be paid to the shareholders who, not having contributed
to the approval of the merger finalized on 6 August 2018, have exercised the right of withdrawal
recognized to them by law.

Final considerations

The Board of Statutory Auditors, on the basis of the supervisory activity performed, did not find
significant irregularities or omissions and/or reprehensible facts, nor did it become aware of
operations not based on compliance with the principles of correct administration, resolved and
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implemented not in compliance with the Law and the Articles of Association, not meeting the interests
of Guala Closures, in contrast with the resolutions passed by the Shareholders' Meeting, manifestly
imprudent or risky, such as to compromise the integrity of the corporate assets.

The Board of Statutory Auditors does not deem it necessary to exercise the right to make proposals to
the Shareholders' Meeting pursuant to art. 153, second paragraph, of the TUF.

Having acknowledged the results expressed by the financial statements and the content of the
Directors' Report on operations accompanying it, the content of the certification of the annual and
consolidated financial statements, signed by the Chairman and Chief Executive Officer and by the
Financial Reporting Manager, and considering the contents of the Reports drawn up by the Statutory
Auditor, the Board of Statutory Auditors has not found, for the matters under its competence,
impediments to the approval of the financial statements closed on 31 December 2018 and to the
proposal to allocate the profit for the financial period formulated by the Board of Directors.

Alessandria, 29 March 2019

On behalf of the Board of Statutory Auditors

The President

Benedetta Mavarra
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1_ORGANIZATION PROFILE

The message of Marco Giovannini and Franco Bove

2018 was a very important year for the Guala Closures
Group. On 6 August, we were officially listed on the
Italian Stock Exchange, a step forward that will allow
us to develop our innovative products even faster,
particularly what will be an international breakthrough:
the loG, Internet-of-Closures and 'Connected Closures’
projects. This step forward will therefore allow us to
reaffirm our brand worldwide.

All this would not be possible without the fundamental
glue, our Sustainability Plan. There is no future without
sustainable development.

Today, entering the stock market also means adap-
ting to new needs, so we must continue to strive to
improve our practices in an ethical, responsible and
sustainable way. We need to refine our approach to
sustainability to measure the effectiveness of our
actions.

To achieve the goal of sustainable growth, we have
a number of challenges to address, including: energy
consumption and the use of green energy, the rational
and sustainable use of raw materials, the safety and
welfare of workers, information and satisfaction of
our customers.

Our commitment is not a recent fact: in 2011 we
placed social responsibility at the heart of our econo-
mic development, initially in Italy and then gradually
in all our companies worldwide. We are proud of the
results achieved in recent years, thanks to the high
quality of work of all employees involved.

We have worked, and still work, successfully to achieve
our goals. Our strategy focuses on the three pillars
of sustainability (Planet / People / Business) and
was sealed by a materiality analysis carried out in
2016. Our teams collect the Group's CSR indicators
on a monthly basis around the world, in order to
monitor the results achieved against the objectives
we want to achieve. We will continue to report on our
activities and results with the utmost transparency,
as we have demonstrated since 2011 to all our
colleagues and external stakeholders, thanks to our
annual Sustainability Report and now also through
our Integrated Report.

We've done a lot in the last seven years. We have
often used the word ‘commitment’ and we believe
that this is a particularly strong theme, which is worth
developing. We must all commit ourselves, from our
Chief Executive Officer to all the people who work
in our factories, so that by 2022, at the end of this
other big step, we can achieve all the goals we have
set ourselves.

We want to be recognized as 'social fabric developers'
because this will allow us to build a better future not
only for ourselves and our families, but also for our
children and grandchildren. That's why we want to
develop our Sustainability Programme even faster!

You can be sure of our personal investment and our
ability to mobilise all our energy to work together
towards sustainable growth.

Glovannini & Franco Bove
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1.1 GUALA CLOSURES GROUP
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The Group consists of 29 plants, 3 sales offices, 1 group holding company, 2 international holding companies, 5 research
and innovation centres (Italy, Luxembourg, United Kingdom, Ukraine and Mexico).
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€ 543 MILLIONS
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"Pro-forma" data
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100 COUNTRIES

6 CATEGORIES
OF PRODUCTS

\

29 NATIONALITIES
REPRESENTATED

o’

46.71 HOURS
TRAINING PER PERSON

29 ESTABLISHMENTS

3 SALES OFFICES AND INTELLECTUAL

PROPERTY RIGHTS

MORE THAN 140 PATENTS

\\. /
N
OTHER 180,000
TONNES OF co,
COMPENSATED SINCE 2011

NI/

300,000 TREES
PLANTED SINCE 2011

Data as at 31 December 2018
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1.2 GUALA CLOSURES GROUP - ACTIVITY,
MARKETS AND PRODUCTS

The Guala Closures Group is a leading multinational group
in the production of closures for bottles of alcoholic beve-
rages, wine, soft drinks such as water, olive oil, vinegar and
pharmaceutical products. The Group is also active in the
production of PET (polyethylene terephthalate) preforms
and bottles.

Thanks to its policy of continuous product development,
the Group is currently the world leader in the field of
safety closures, which represent an anti-adulteration and
anti-counterfeiting tool for liquid products. These closures
protect the quality and reputation of major international
brands through tamper evident (first opening evidence)
and non-refillable (anti-fill valves) systems.

The Group also invests in production and decoration pro-

18.7%

The wine is more stable over time and its delicate balance does not
change during transport. Finally, the closures of Guala Closures make it
easier to open and close the bottle, maintaining the quality and taste of

cesses that are difficult to be reproduced and is very active
in enhancing its customers' brands through the design and
production of high value-added closures for the "Luxury"
sector, using alternative materials to plastic and aluminium,
such as wood and other metals.

In 2018, the Group produced and sold more than 15 billion
closures worldwide. All the raw materials used in the ma-
nufacture of the closures are fully traceable and comply
with the regulations of the European Union and the U.S.
Food and Drug Administration (FDA). In addition, the Group
strictly follows the regulations in all countries in which it
produces and sells its closures.

Guala Closures Group designs, produces and distributes 6
categories of products worldwide: spirits, wine, oil and vinegar,
water and beverages, pharma and PET. The Group's turnover
for 2018 for these product categories was 96.6%, while 3.47%
came from other revenues.

Technological innovation has provided alcohol producers with solutions
that make it increasingly difficult and demanding to counterfeit packaging
and protect the brand's image.

WINE

the wine for longer.

CONSOLIDATED NON-FINANCIAL STATEMENT AS PER LEGISLATIVE DECREE 254/2016



WATER AND BEVERAGES

Produces aluminium closures for glass bottled drinks, both
gaseous and non-gaseous, fruit juices and non-alcoholic
drinks. It supplies some of the most important interna-
tional brands with generic or "tamper evident" closure
systems, i.e. capsules with a patented system that allows
the opening of a bottle to be highlighted. All closures are
personalized with the best graphic techniques to maximize
the image of the brand.

OIL AND VINEGAR .

For the oil sector Guala Closures supplies a diversified
range of capsules, both long and short, pourers specifically
designed for the viscosity of the oil in order to allow perfect
pouring and anti-drip devices to prevent dripping that
could occur when the pouring of the liquid is interrupted.

PHARMA

It is able to offer a wide range of solutions, often custo-
mized to meet the needs of customers and the market.
The range includes plastic and aluminium closures, rubber
closures, single-dose vials and PET bottles in an infinite
range of colours, sizes, shapes and materials.

PET |

It groups together the production of containers such as bottles,
bottles, shapes, jars, flasks and miniatures with a volume capacity
ranging from 20 ml up to 5 litres and collar finishes between 18
mm and 110 mm, thanks to a very modern equipment together

with one-stage and two-stage procedures.

CONSOLIDATED NON-FINANCIAL STATEMENT AS PER LEGISLATIVE DECREE 254/2016
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The following table shows the breakdown of sales markets by geographical area.

EUROPE
55.9%

ASIA
14.8%

LATAM
18.5%

AFRICA
3.3%

/

OCEANIA
7.5%




ALUMINIUM TRANSFORMATION CYCLE

DESIGN,
RESEARCH,
DEVELOPMENT

ALUMINIUM
PROCESSING
Degreasing, cutting,
lithography

*
DECORATION

FINISHED
PRODUCT

RAW MATERIAL
ALUMINIUM

CONVERSION OF

(9 ALUMINIUM SHEETS

Cutting and shaping

ASSEMBLY WITH
NON-REFILLABLE
SYSTEMS AND/OR
SEALS

% LITHOGRAPHY, SILK SCREEN, OFF-SET, HOT FOIL, TAMPOPRINT,
GCDS TECHNOLOGY, DIGITAL EMBOSSING, SPUTTERING, EMBOSSING
NEGATIVE AND POSITIVE, PAINTING, SMART TAG

PLASTIC TRANSFORMATION PROCESS

DESIGN,
RESEARCH,
DEVELOPMENT

RAW MATERIAL
PLASTIC

MOULDING OF
COMPONENTS

ASSEMBLY OF
COMPONENTS

*
DECORATION

FINISHED
PRODUCT

K SILKSCREEN, OFF-SET, HOT FOIL, TAMPO-PRINT, DIGITAL EMBOSSING,

SPUTTERING, POSITIVE OR NEGATIVE EMBOSSING, PAINTING,
SMART TAG
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1.3 GROUP STRUCTURE AS OF 31/12/2018

Guala Closures S.p.A.




GROUP CORPORATE GOVERNANCE

The Guala Closures S.p.A. Corporate Governance system is
characterised by a set of rules, behaviours and processes
aimed at guaranteeing efficient and transparent corporate
governance and the effective functioning of governance
bodies and control systems. The Company adheres to the
principles and application criteria contained in the current
Code of Conduct for listed companies, promoted by Borsa
Italiana. The Governance adopted by Guala Closures must
ensure fairness and transparency in the management and
information and the protection of all shareholders, in ac-
cordance with national and international best practice. This
system was put in place by the Company with the preparation
and adoption of codes, principles, rules and procedures that
govern and regulate the performance of the activities of all
organizational and operational structures of the Company.
The corporate governance structure of Guala Closures S.p.A.
is based on the traditional model and therefore consists of
the following corporate bodies: the Shareholders' Meeting,
the Board of Directors and the Board of Statutory Auditors.
The Shareholders' Meeting is the collective body that
expresses the will of the shareholders. In particular, the
Shareholders' Meeting, on an ordinary basis, approves the
financial statements and appoints the members of the Board
of Directors and the Board of Statutory Auditors. Extraordi-
narily, the Shareholders' Meeting resolves on amendments
to the Articles of Association and extraordinary transactions.
The Board of Directors has a central role, through the
performance of functions of strategic guidance, organiza-

COMPOSITION OF THE GOVERNING BODIES

The Board of Directors consists of 9 members, 3 of whom
are executive, 3 non-executive and 3 non-executive and
independent.

In particular, the composition can be summarised as follows:

tional coordination, as well as verification of the existence
of the controls necessary to monitor the performance of
the Company itself. Moreover, it is vested with the widest
powers for the ordinary administration of the Company and,
more precisely, it has the power to carry out all the acts it
deems appropriate for the achievement of the Company's
objectives, excluding only those acts which are exclusively
reserved to the Shareholders' Meeting.

A Chairman and Chief Executive Officer was appointed from
among the Board of Directors in the person of Mr. Marco
Giovannini.

The Board of Directors of Guala Closures S.p.A. (formerly
Space 4 S.p.A)) at its meetings of 7 June 2018, 2 July 2018
and 17 July 2018 has, with effect from the Effective Date of
the Merger: (i) appointed Mr. Anibal Diaz Diaz as director in
charge of the internal control and risk management system;
(ii) established the Remuneration Committee; (iii) appointed
Ms. Claudia Banfi as Investor Relator; (iv) appointed Mr.
Francesco Caio as Lead Independent Director.

The Control and Risk Committee is made up of Francesco Caio
(president), Prof. Lucrezia Reichlin and Dr. Nicola Colavito.
The Remuneration Committee is composed of Prof. Maria
Luisa Collina (Chairman), Ing. Francesco Caio and Dr. Edoardo
Subert.

Moreover, at the Shareholders' Meeting held on 10 Sep-
tember 2018, Guala Closures S.p.A. appointed its Board of
Statutory Auditors, in the persons of Benedetta Navarra,
as Chairman, Franco Abbate and Piergiorgio Valente, acting
as statuatory auditors.

I[\)/IIEI\éICBTE(;?:SOZFO'::E Eol AGE GENDER ASSIGNMENT NOEI\)I(FECXUE-Ig\lj'EI/VE INDEPENDENT
Marco Giovannini 63 M Chairman Yes No
of the Board
Anibal Diaz Diaz 65 M Director Yes No
Francesco Bove 60 M Director Yes No
Filippo Giovannini 33 M Director No No
Edoardo Carlo Maria Subert 58 M Director No No
Francesco Caio 61 M Director No Yes
Luisa Maria Virginia Collina 50 F Director No Yes
Lucrezia Reichlin 64 F Director No Yes
Nicola Colavito 40 M Director No No

MEMBERS OF THE

BOARD OF STATUTORY GENDER

AUDITORS 2018

EXECUTIVE/

s EHERT] NON-EXECUTIVE

INDEPENDENT

Chairman of the Board
Benedetta Navarra 52 F of Statutory Auditors n.a. n.a.
Piergiorgio Valente 56 M Standing auditor n.a. n.a.
Franco Aldo Abbate 46 M Standing auditor n.a. n.a.

CONSOLIDATED NON-FINANCIAL STATEMENT AS PER LEGISLATIVE DECREE 254/2016
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MEMBERS OF THE BOARD OF DIRECTORS

Under 30 years of age

Between 30 and 50 years old

Over 50 years of age

Total

0 0 0 0 0 0
3 0 3 2 1 3
5 1 6 5 1 6
8 1 9 7 2 9

MEMBERS OF THE BOARD OF STATUTORY

AUDITORS

under 30 years of age

between 30 and 50 years old

N°

over 50 years of age

Total

0 0 0 0 0 0
0 0 0 1 0 1
3 0 3 1 1 2
3 0 3 2 1 3

MODEL OF ORGANISATION, MANAGEMENT AND CONTROL
OF THE GROUP

In order to ensure that the conduct of all those who work on
behalf of or in the interest of the Company always complies
with the principles of legality, fairness and transparency
in the conduct of business and corporate activities, Guala
Closures S.p.A. has, since 2005, adopted an Organisational
Model of Management and Control pursuant to Legislative
Decree no. 231/2001, as well as an ethical code, drawn
up with reference to both the indications contained in the
Confindustria Guidelines and in accordance with existing
best practices on the subject. The current Model Guala
Closures S.p.A. consists of a general part, a special part
relating to the company structure, a special part relating
to offences in relations with the public, administration,
a special part relating to corporate offences, a special
part relating to offences committed in breach of accident
prevention rules on the protection of health and safety at
work, a special part relating to environmental offences, a
special part relating to offences with industry and trade, a
special part relating to computer crimes, a special section
on offences relating to copyright infringements, a special
section on offences concerning the employment of illegally
staying third-country nationals, a special section on the
offences of receiving, laundering and using money, goods or
benefits from illegal sources, as well as a special section on
forgery of money, public credit cards, revenue stamps and
identification instruments or marks and, finally, a special
section on transnational offences.

Since 2005, the Model has undergone periodic updates, the
last of which (the sixth edition) on 31.01.2018.

This Model adopted by Guala Closures S.p.A., prior to the
business combination, was also adopted by Space4 S.p.A.
with effect from the date of the merger (06 August 2018).

Since this document was prepared prior to the listing, in the
meantime the updating of the same has been started, now
almost completed, in order to include also a new special sec-
tion dedicated to Stock Exchange crimes and market abuse.

At the same time as the adoption of Model 231, the relative
Supervisory Body was established with the task of super-
vising the effective application and adequacy of the same.

This Committee is composed of Roberto Malvezzi, as Chair-
man, and Marco Andreoletti.

The composition and experience of the members of the
Sustainability Board allow the presence within it of all the
technical knowledge and experience necessary to carry
out this task.

An integral part of the Model is the Code of Ethics and to-
gether they represent a further element of rigour and sense
of responsibility in internal relations and with the outside
world and at the same time offer shareholders adequate
guarantees of efficient and correct management. Guala
Closures S.p.A. encourages everyone to report possible
violations of the Code of Ethics, ensuring that they are
carefully and effectively managed (for further information
on the Group Code of Ethics, see 2.6 Ethics and Integrity).
In 2018, the Supervisory Body (0.d.V.) did not receive any
such report.

1.4 INTERNAL CONTROL SYSTEM
AND RISK MANAGEMENT

The internal control and risk management system of the
Guala Closures Group aims to contribute to sound, correct
and consistent management with the short and medium/
long-term objectives set by the Board of Directors. The in-
ternal control and risk management system set up by Guala
Closures is aimed both at identifying, measuring, managing
and monitoring significant risks and at guaranteeing the
reliability, accuracy, reliability and timeliness of financial
reporting. The Board of Directors is responsible for adopting
an adequate internal control and risk management system
and, with the assistance of the Director in charge of the
Internal Control and Risk Management System and the
Control and Risk Committee, carries out the tasks assigned
to it by the Code of Conduct.

Following its recent listing on the stock exchange, the
Guala Closures Group has adopted an Internal Control and
Risk Management System, which includes, among other
elements, the definition of an Integrated Risk Management
process whose main objective is to adopt a structured and
systematic approach to identify and assess the company's
priority risks with potential negative effects and the sub-
sequent definition of appropriate actions to mitigate them.

CONSOLIDATED NON-FINANCIAL STATEMENT AS PER LEGISLATIVE DECREE 254/2016
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To this end, Guala Closures has defined a Risk Model appli-
cable to the Group as well as specific Risk Mapping metho-
dologies, assigning for each identified risk a value of "risk
relevance” given by the overall assessment of the general
impact, probability of occurrence and level of maturity of
the risk management system.

MAIN RISKS AND UNCERTAINTIES

The volatility of the macroeconomic context, the instability
of the financial markets, the complexity of the management
processes and the continuous regulatory changes require an
ability to protect and maximize the sources of value, both
tangible and intangible, that characterize the business model.
The Guala Closures Group is exposed to external risks and
uncertainties, deriving from external factors connected with
the general macroeconomic context or specific to the ope-
rating sector in which its activities are developed, financial
markets, changes in the regulatory framework, as well as
risks deriving from strategic choices and operational mana-
gement processes. The projections made by the Group are
based on the most up-to-date forecasts available. However,
the economic situation is characterised by a certain level
of uncertainty and therefore the forecasts are subject to a
margin of volatility.

The recently introduced Group Risk Management Process
aims to ensure the transversal and integrated management
of risks by the various organisational units in which the Group
is divided, with the ultimate aim of reducing the degree of
volatility of the predefined objectives.

Moreover, the Guala Closures Group has recently adopted a
proactive risk governance model which, through a structured
process of identifying, analysing and assessing risk areas, is
able to provide the Board of Directors and the Management
with the tools necessary to manage the effects of such
risks and, where possible, to direct the necessary actions to
prevent or mitigate them. The defined Model is inspired by
the international principles of Enterprise Risk Management
and in particular by the CoSO ERM Framework.

The Guala Closures Risk Model examines 5 risk areas:

1. External Risks whose occurrence is outside the sphere
of influence of the Group. This category includes risks
related to macroeconomic and socio-political changes
in countries, as well as events related to climate change,
natural or malicious disaster.

2. Strategic risks characteristic of the Group's business,
whose proactive and adequate management is a source
of value or, on the contrary, may lead to failure to achieve
the Plan's objectives.

3. Operational risks are generated by the organisation and
the various business processes operating within the
Group. This category includes risks related to Governance
& Organization, human resources, processes of buying
and selling goods and services, production processes and
logistics, risks of Information Technology, and reporting
and communication.

4. With regard to financial risks, reference should be made
to the Director's report of 2018 Annual Report.

5. Transversal risks with respect to the above categories
mainly relate to the risk associated with the introduction
of new local and international regulations (Health, Safety
& Environment, Privacy, Antitrust, Food Safety, local
regulations) and the Legal & Compliance and Company
Policy supervision of existing ones.

These risks, in turn, may lead to reputational risks linked
to actions or events that may cause a negative perception
of the Company by its main stakeholders.

RISK FACTORS
1. EXTERNAL RISKS

Country risk The presence of the Guala Closures Group in
international markets, in terms of both production and mar-
keting activities, exposes the Company to a series of risks
deriving mainly from differences and structural elements of
political, economic, social, regulatory and financial instability
with respect to the country of origin. These elements of risk
can lead to an alteration of normal market dynamics and,
more generally, of business operating conditions.

The Group currently has production plants and sales offices
located in 22 different countries, and in particular the areas
of greatest importance for the Group are: Italy, India, Po-
land, UK, Ukraine, Mexico, Spain, Australia. The Company
is committed to continuous monitoring of the political and
economic situation in the country to which the Group was
exposed as at 31 December 2018.

The Group adopts, where appropriate, a "local for local”
strategy, creating production facilities in rapidly developing
countries to meet local demand with competitive industrial
and logistical costs. This strategy is aimed at increasing the
Group's competitiveness as well as overcoming potential
protectionist measures (customs barriers, technical prere-
quisites, product certification, etc.).

As part of the Guala Closures Group's corporate strategy,
the growth and expansion of market shares in the various
international areas, including developing countries, is par-
ticularly important; in this context, the economies of some
emerging countries in which the Group intends to expand
sometimes present higher-than-average risk profiles,
particularly with regard to export and import restrictions,
investment restrictions and restrictions on repatriation of
dividends.

Climate risk Production activities and the implementation
of Group strategies are subject to the effects of natural
events. Environmental changes, some of which may have
significant impacts, may locally interfere with the supply
chain, as well as harm some customers. These events are
generally unpredictable and can affect the seasonality of
sales, just as destructive natural events (e.g. hurricanes)
can damage products and disrupt the production of some
plants. Some weather conditions may also have a positive
impact on certain geographical areas, while the same, on the
contrary, on other segments may have a negative effect. The
Group monitors risks related to climate phenomena and has
emergency plans and production reallocation plans in place.
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2. STRATEGIC RISKS

Market Risks and Competition Dynamics Over the last
few decades, social and technological trends have emerged
that could have, in the medium to long term, a significant
impact in terms of a contraction in the alcoholic beverages
sector, leading to a reduction in the demand for closures
produced by Guala Closures; these are value and beha-
vioural changes of the younger generations. The Company
constantly monitors the evolutionary trends of demand in
the sectors of reference of its Key Customers, although in
the short to medium term there are no significant risks in
relation to the production processes or markets in which
the Group operates. In addition, in some countries where
the Group operates, sales are concentrated on a limited
number of key customers and, therefore, any change in
priorities or deterioration in the financial conditions of these
customers could have significant negative effects on the
Group's projections.

Risks related to tecnhological change and new products
of its closures and of its products in general has been one
of the main growth factors for the Guala Closures Group.
Success in the future will depend in part on the ability to
introduce new and innovative products by continuously
updating existing products to provide its customers with
high quality standards and products sought after in terms
of both aesthetics and sophisticated technology. The risk
of not being able to grasp in advance the preferences and/
or needs of customers in terms of technological develop-
ment or the late launch of new products, requires major
investments to be monitored. Product and process/plant
innovation requires a high financial and organisational com-
mitment in the research and development sector, as well
as in the monitoring of evolutionary trends; in recent years,
the Group has allocated significant resources in this area to
guarantee the maintenance of its competitive advantage.

3. OPERATIONAL RISKS

Risks related to Product Conformity and Safety The Group
is exposed to the risks associated with alleged defects in the
materials sold and to the "Food Safety" regulations, which
also include the production of materials that come into
contact with food. The entire production process is subject
to specific control procedures in order to guarantee quality,
conformity and safety, also in terms of the healthiness of
the products manufactured in the Group's plants, in accor-
dance with the requirements of the law in force, as well as
voluntary certification standards with constantly raised
safety and performance objectives.

Business Interruption Risks The geographical fragmenta-
tion of operating activities and their partial interconnection
exposes the Group to risk scenarios that could lead to the
interruption of business activities for more or less prolonged
periods, with a consequent impact on the "operating" ca-
pacity and results of the Group itself. Risk scenarios related
to natural or accidental events (fires, floods, earthquakes,
etc.), arson (vandalism, sabotage, etc.), malfunctioning of
auxiliary plants or interruption of utilities supplies can, in
fact, cause significant property damage, reductions and /

or interruptions of production, particularly where the event
involve production sites with high volumes or specific pro-
ducts (high-end). Guala Closures monitors vulnerability to
catastrophic natural events (in particular floods, hurricanes
and earthquakes) and estimates potential damage (given
the probability of occurrence) at all Group production sites.
The analyses confirm adequate monitoring of business
interruption risks, thanks to an articulated series of secu-
rity measures, systems for preventing harmful events and
mitigating possible impacts on the business, also in the
light of current security programmes and insurance policies
in place to cover property damage. The Group's insurance
coverage may not be sufficient to cover all potential losses
and liabilities in the event of catastrophic events.

Risks related to IT and network infrastructures their evolu-
tion and development and the Group's operating activities is
increasingly important for achieving results. The functioning
of the Group's production plants and of the sales, distribution
and service activities depend on the efficient and uninterrupted
functioning of complex and sophisticated information, tele-
communication and data processing systems. Information and
data processing systems and the connected infrastructures
(data centres, hardware and local and non-local networks) are
exposed to multiple risks deriving from anomalies, viruses,
equipment failures, work or connectivity interruptions, pro-
gramming errors, illicit conduct by third parties (e.g. attacks
by hackers) which can jeopardise their correct functioning.
The Group's main objective is to prevent and mitigate the risks
associated with possible System malfunctions through highly
reliable solutions and to protect the company's information
assets by strengthening security systems against unauthorised
access and company data management solutions.

4. FINANCIAL RISKS

With regard to financial risks, reference should be made to
the consolidated financial statement.

5. TRANSVERSAL RISKS

Risks related to Environmental Aspects The activities
and products of the Guala Closures Group are subject to
multiple environmental regulations linked to the specific
characteristics of the different countries in which the Group
operates. These regulations have in common the tendency
to evolve in an increasingly restrictive way, also in virtue of
the growing attention of the international community to
the issue of environmental sustainability. Guala Closures
expects a progressive introduction of ever stricter standards
relating to the various environmental aspects that compa-
nies can impact (emissions into the atmosphere, generation
of waste, impacts on the soil, use of water, etc.), by virtue
of which the Group expects to have to continue making
investments and/or incurring costs that could be signifi-
cant. In order to monitor these risks on a continuous and
effective basis, Guala Closures has adopted environmental
procedures and manuals and a dedicated Health & Safety
department which, in agreement with the Technical and
Innovation Departments, monitors and updates the Group's
industrial activities on the basis of the regulations in force
in the individual countries in which it operates.
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Guala Closures Group, in the performance of its activities,
bears charges and costs for the actions necessary to en-
sure full compliance with the obligations provided for risks
related to health and saftey of the workers. In particular,
in Italy, the regulations relating to health and safety in the
workplace (Legislative Decree no. 81/08) and subsequent
updates (D. Lgs. 106/09) have introduced new obligations that
have impacted on the management of activities at the sites
and on the allocation models of responsibilities. Failure to
comply with current regulations will result in criminal and/or
civil sanctions against those responsible and, in some cases
of violation of health and safety regulations by companies,
according to a European model of strict corporate liability
also implemented in Italy (Legislative Decree no. 231/2001).

Tax risks The Group operates in many countries with
different tax regulations. This difference could, over time,
affect the effective taxation of the Guala Closures Group
as the profits made by the individual companies change.
Significant changes in the international tax environment
could suddenly increase overall business costs resulting
from an increase in the Group's effective tax rate and lead
to uncertain and/or unforeseen tax exposures. The Group
regularly reviews its business strategy and tax policy in the
light of regulatory changes and assesses the likelihood of
any negative outcomes resulting from audits in order to
determine the adequacy of tax provisions.

For further information on potential non-financial risks,
reference should be made to the following chapters of the
document.
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2_GUALA CLOSURES GROUP AND ITS
CORPORATE SOCIAL RESPONSIBILITY

2.1 VISION AND COMMITMENT: "WORKING

2.2 OUR ACTIVITIES AND OUR CHALLENGES

TOGETHER FOR SUSTAINABLE GROWTH

In every area of the Group, Guala Closures promotes and
strengthens its global leadership in the fields of both safety
and aluminum closures, as well as Pharmaceutical and PET
products through:

CUSTOMER SATISFACTION

= Developing products which meet customer and market
needs

» Innovating production, products and processes

» Enhancing efficiency and quality of production
processes

» Guaranteeing a prompt, effective and safe service
standard

» Safeguarding the brands and confidentiality of our
customers

ATTENTION TO THE CONSUMER

= Ensure full compliance of our food-contact closures

» Respect the environment with particular attention to
reducing the environmental impact of production cycles

» Engage in important initiatives for communities close to
production sites

DEVELOPMENT OF HUMAN RESOURCES

= Ensure full compliance with ethical-social aspects
within the areas of the group

= Promote our corporate values with employees at all
levels

» Fostering professional growth
= Ensuring safety in the working environment

INVESTOR SATISFACTION

» Commit to controlling costs and eliminating
inefficiencies and waste

» Generate added value at all stages of business
processes

Based on commitments we designed in 2011, our sustai-
nability strategy focuses on three pillars and 12 indicators.

In 2016, the Group carried out a study to review the impor-
tance of its holdings and the risks associated with corporate
social responsibility (CSR) through the implementation of
a materiality matrix.

The main reasons for the study were

» Update the knowledge of the participations considered
most important for its stakeholders

» Define what can have a significant impact on Guala
Closures' business, on its activities and on its ability to
create financial and non-financial value for itself and its
stakeholders and to focus on the most important issues

» Ensure that the perception of the Group is aligned with
that of its stakeholders

The process was developed through documentary analysis
(customer questionnaires, mapping of extra-financial risks,
employee survey results), 9 interviews with the main internal
stakeholders (control, finance, marketing and communi-
cation, sales, purchasing, human resources, continuous
improvement and sustainability, Country Manager) and
an online survey distributed to a representative group of
internal and external stakeholders (suppliers, customers,
NGOs, employees of the Guala Closures Group, managers,
trade unions) in 13 countries.

The 63 responses obtained online from internal and external
stakeholders and a workshop with the Group's Board of
Directors helped to determine strategic priorities in the field
of sustainability. The 22 main themes are described below.
Of these, 10 are considered priorities and 12 important.
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The materiality analysis confirmed that Guala Closures'
perception of material issues is in line with stakeholders'
expectations. It also pointed out that most of these issues
are covered by the 2011-2015 CSR programme, the new
2016-2022 roadmap (initially 2016-2020) and the 12
key indicators (staff safety, diversity, training and skills,
customer satisfaction, economic performance, water and
energy management, energy efficiency, greenhouse gas
emissions, raw material recycling, innovation, etc.).

Customer Satisfaction
Ethical business practices
Ethics & Integrity
Governance & compliance
Innovation

Production efficiency
Ethical Purchasing

Privacy and data security

In grey: priority material themes
Colour: important material themes

2.3 INVOLVEMENT OF OUR STAKEHOLDERS

Dialogue with stakeholders is increasingly part of the culture
of the Guala Closures Group, which works with all stakehol-
ders to jointly develop its commitments and contribute to
sustainable and inclusive growth.

Between 2011 and 2015, Guala Closures Group focused
its efforts on its CSR programme, starting with Italy. In
recent years we have experienced and learned a lot, and
now the Group has entered a second phase, with the new
roadmap 2016-2022. The program is expanding globally,
which requires a lot of effort and energy.

Often the difference a company can make is limited, but
creating an ecosystem that includes team members and
strategic partners creates more opportunities to do good.
This is why the group is committed to engaging with
stakeholders at local, national and global levels: to determine
where Guala Closures can contribute to significant change.

PEOA/

@ (\

Other issues (employee satisfaction and responsibility, child
labour, support for local communities, ethical business prac-
tices, ethics and integrity, prevention of production activities
and the use of harmful substances) are addressed by the
5 company policies at management and operational level.
A new materiality analysis will be carried out by the begin-
ning of 2020 to examine the Group's development and, in
particular, its entry on the stock exchange.

Safety in the workplace
Employee diversity
Employee training and skills
Employee satisfaction
Employee empowerment
Child labour prevention

Support local community

Prevent pollution from operations
Use of harmful substances

Water management

Waste from operations

energy efficiency of operations
Greenhouse gas emissions

Raw material recycling

In 2016, the Group shared its main priorities with its main
stakeholders, creating the "CSR 2016-2020" programme.

As a global player, the Group sees through the eyes of its
main stakeholders - shareholders, investors, customers,
employees, suppliers and civil society - how the environ-
ment in which we operate is constantly evolving. Therefore,
a regular and meaningful dialogue with stakeholders is
essential to conduct activities responsibly, enabling us to:

» understand the interests of stakeholders

= be prepared for the potential impacts that future global
trends or regulations may have on our business

= minimize risks and identify business opportunities at an
early stage

» share information on sustainability priorities and perfor-
mance, identify opportunities for collaboration towards
common goals and mutual commitment

= explain the position on sensitive topics

CONSOLIDATED NON-FINANCIAL STATEMENT AS PER LEGISLATIVE DECREE 254/2016
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The results of the stakeholder dialogue feed into materiality
analysis, sustainability management and annual sustai-
nability reporting. The Group is aware that the interests of
shareholders, customers, employees, etc. may sometimes
be in conflict, but is committed to finding the best solution
for all stakeholders.

The Group interacts regularly with its stakeholders, both in
meetings and discussions and via e-mail and surveys. This
dialogue may take place once or more a year, depending
on the type of stakeholder and their needs, in particular:

= at least once a year, we meet with key customers and
suppliers to review last year's results and agree on new
targets for the coming year.

= employees receive an annual performance review and
discussion. However, any employee or manager may adapt
the program to local needs.

= the Group operates in many communities around the world
and for this reason believes in an "open-door" approach,
proactively engaging with them and always responding
to their requests.

Dialogue with stakeholders can take different forms and
frequencies in each branch depending on local contexts
and needs. The company does not consolidate at a central
level all the actions carried out by its subsidiaries in this
area, but encourages them to strengthen relations and
collaboration with local stakeholders. In particular, in terms
of customer relations, in 2018, a meeting was organised
at Spinetta Marengo plant with representatives of various
Pernod Ricard group brands to exchange experiences on
the themes of Innovation, Sustainability and Logistics.
Exchanges of experience combined with visits by workers,
both on bottling lines and closed production lines, have also
been carried out with the Nestlé / San Pellegrino Group. In
addition, Spinetta Marengo plant has actively participated
in a working group on the sustainability of the supply chain
organized by Olio Carli.

In the various countries in which it operates, the Group is
in contact with other economic players in the sector and
is @ member of professional associations; for example,
the European Aluminum Foil Association (EAFA) or some
local packaging associations (Istituto Imballaggio Italiano,
Chinese Pack Association, Acoplasticos, International Tech-
nical Center for Bottling and related Packaging), industrial
associations (NZ Employers and manufacturers association,
Auckland Chamber of Commune) or sector associations
(Brasilian Association of beverage producer, New Zealand
wine growers).

Company

Employees enterprises

Shareholders
L
investors

STAKEHOLDER

MAP

Association
by category

Public
authorities

Local communities

2.4 CSR PROGRAM 2016-2022

Through the "Working together for sustainable growth"
programme, adopted in 2016, Guala Closures Group ex-
presses its vision for the future. Since the beginning of its
commitment, the Group's responsibility has been focused
on three pillars:

= Helping to preserve our planet,

» Developing all the conditions for the well-being of its
employees,

» Ensuring customer satisfaction and not diverting attention
from the consumer.

An ambitious seven-year agenda has been developed,
consisting of 12 indicators and 21 targets.
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SUSTNNABILITY CHALLENGE

o, HEALTH AND DIVERSITY INNOVATION
EMISSIONS SAFETY

ENERGY RAW ENVIRONMENTAL TRAINING PRODUCTION CUSTOMER
CONSUMPTION MATERIALS MANAGEMENT EFFICIENCY SATISFACTION

—

GRI connection table - materiality:

MATERIAL THEMES BY PERIMETER TYPE

GUALA CLOSURES RELERELES OF IMPACT OF IMPACT

Prevent pollution from GRI STANDARD 307 - ENVIRONMENTAL

operations COMPLIANCE EROLL et

Use of harmful substances NA GROUP DIRECT

Greenhouse gas emissions GRI STANDARD 305 - EMISSIONS GROUP pllEgr

& AND INDIRECT

WK VIS £ergy efficiency of operations | GRI STANDARD 302 - ENERGY GROUP DIRECT
RESPONSIBILITY

Waste from operations GRI STANDARD 306 - WASTE GROUP DIRECT

Raw material recycling GRI STANDARD 301 - MATERIALS GROUP DIRECT

Water management GRI STANDARD 303 - WATER AND EFFLUENTS GROUP DIRECT
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. GRI STANDARD GROUP
Seliy o diig et elaee 403 - OCCUPATIONAL HEALTH AND SAFETY EMPLOYEES SLRASE

. ) GRI STANDARD
Employee training and skills 40L-TRAINING AND EDUCATION GROUP DIRECT

GRI STANDARD 405 - DIVERSITY AND EQUAL

Employee diversity OPPORTUNITIES GROUP DIRECT
SOCIAL STANDARD GRI 406 - NON-DISCRIMINATION
RESPONSIBILITY
Employee empowerment NA GROUP DIRECT
Employee satisfaction GRI STANDARD 401 - EMPLOYMENT GROUP DIRECT
Child labour prevention GRI STANDARD 401 - CHILD LABOUR GROUP Dilzaey
ure AND INDIRECT
Support local community GRI STANDARD 413-LOCAL COMMUNITIES GROUP DIRECT

) . GRI STANDARD
Customers satisfaction £416-CUSTOMER HEALTH AND SAFETY GROUP DIRECT

. . . GRI STANDARD 206 - ANTI-COMPETITIVE
Ethical business practices BEHAVIOUR GROUP DIRECT

GRI STANDARD 205-ANTI-CORRUPTION

Ethics and integrity GRI STANDARD 409 - FORCED OR COMPULSORY GROUP DIRECT
LABOUR
ECONOMIC
RESPONSIBILITY Governance & compliance GRISTANDARD 419 - SOCIOECONOMIC COMPLIANCE GROUP DIRECT
Innovation NA GROUP DIRECT
: - DIRECT
Operational efficiency NA GROUP AND INDIRECT

GRI STANDARD 408 - CHILD LABOUR

Ethical Purchasing GRI STANDARD 409 - FORCED OR COMPULSORY GROUP DIRECT
AND INDIRECT
LABOUR
Privacy and data security GRI STANDARD 418- CUSTOMER PRIVACY GROUP DIRECT
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2.5 GOVERNANCE IN RELATION
TO CSR GOVERNANCE

Franco Bove
Group Chief
Operating Officer

Mauro Boano Fulvio Bosano

Group Human Resources
Director

Group Product Research
and Innovation Director

Armando Finis José Luis Gutierrez

General Director
Americas

Country Director
Spain

Maurizio Mittino

Quality, Continuous Improvement
and Sustainability Director

Ken Moran

Country Director
United Kingdom

Alessandro Pera

Group Controller

David Stevenson

Montagnese Violette

Group Marketing
Manager

Country Director
India

Andrea Tassisto Fabrizio Venezia

Group Technical
Director

Group Purchasing
Director

Guala Closures Group's CSR governance is essentially based
on the Green Board.

This CSR body was set up in 2015 to define and ensure ef-
fective implementation of the agreed sustainability strategy
and to monitor progress. The Green Board is composed of
senior executives at both the Corporate and Country/Factory
levels, thus including a mix of geographical areas.

All Country Managers and the continuous improvement
team collect and transmit to the Green Board the environ-
mental, social and economic KPIs for the monitoring of the
Sustainability Programme and greenhouse gas emissions.
The body meets 2 to 4 times a year to discuss progress,
listen to top management feedback, identify challenges
and suggest strategic solutions, under the guidance of
COO Franco Bove.

The organization of CSR at local level is voluntarily left to
the free choice of the Country Managers, who implement it
according to the resources and needs of local realities. In all
the Business Units, the Country Managers have appointed a
CSR manager who has the task of implementing the Group's
strategy, implementing the planned actions and achieving the
collective objectives of the Programme. Local CSR managers
support, pilot and coordinate actions within their Business
Units. They are responsible for reporting group indicators.
The Corporate CSR team brings its expertise and support
in the use of tools to the Business Units, giving life to the
entire CSR Programme, facilitating the exchange of good
practices between the Business Units and supporting in-
novative projects.
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2.6 ETHICS AND INTEGRITY

Guala Closures Group promotes and strongly believes in
four values as the basis for the correct development of all
internal and external activities.

» TRANSPARENCY: we are committed to providing clarity,
completeness and fairness in relation to information,
activities and interpersonal relationships.

= PROFESSIONALISM: we work on the training and growth
of personnel in the pursuit of constant development.

= PROTECTION AND WELL-BEING OF THE ENVIRONMENT:
ensure safety and health, in the workplace, in our products
and in the impact on communities outside of production
sites.

= RECOGNIZE AND REWARD RESULTS we share objective
objectives and evaluation criteria to enhance and reward
all human resources.

Our values are promoted by top management and shared
by all the staff of the Group companies also through the
Group's corporate policies. To guide the development of its
business, between 2017 and 2018 Guala Closures Group
revised and completed its corporate management policies and
models (8 documents: Environmental, ethical/social policy,
quality, workplace safety, food safety, customer protection,
Code of Ethics and Organisational Model) and check that
they are respected at all sites. All policies have in common
an unceasing commitment to sustainable development,
which makes it possible to strengthen market leadership
in the production of closures in full compliance with ethical
and social issues, product safety and workplace safety, all
while safeguarding the environment.

Ethical and social policy is based on three pillars:

= Our people we want our employees to be our added value
and we are committed to managing our human resources
in a fair and transparent manner.

= Our suppliers, the external community and other stakehol-
ders: we want everyone involved in the supply chain to be
aware of the aspects of business integrity and sustainable
development.

= Safety in the workplace and the environment: Ensuring
safety in the workplace and respect for the environment
is one of our priorities.

On 31 January 2018, the Board of Directors of Guala Closures
SpA approved a new Code of Ethics. The document is public
and can be downloaded from the Group's website. The Code
contains the ethical rules established for all employees, as
well as for directors, auditors, collaborators... with specific
reference to relations with stakeholders.

Through this Code, the Group wishes to:

= define and make explicit the values and principles that
characterize its activities and relations with employees,
collaborators, customers, suppliers, shareholders, insti-
tutions and any other stakeholder;

= formalise the commitment to behave fairly, transparently
and fairly;

» reaffirm its commitment to protecting the legitimate
interests of its investors;

» communicate to its employees and collaborators the
principles of conduct, values and responsibilities that
they are required to respect when carrying out their work.

This approach concerns all employees and stakeholders
of the Group and contributes to the achievement of the
objectives set.

The Group insures:

» the maximum dissemination and knowledge of this Code
among the various Recipients;

= verification of each notification of violation of the Code;

= the assessment of the incident and the application of
appropriate sanctions in case of violation.

The Code of Ethics specifies the mechanisms for reporting
ethical issues: each employee is required to promptly re-
port any failure to comply with the provisions of the Code
of Ethics, as well as any request for violation of the same,
regardless of the person who proposes it, to their manager
or, alternatively, directly to the designated Division.

All new employees are given a copy of the code of ethics
by e-mail and are also informed where they can find the
document. The same procedure also applies to temporary
workers. In the case of changes / updates to the Code of
Ethics, this is done by email and with official communication.

2.7 MANAGEMENT SYSTEMS AND TOOLS

All Guala Closures processes are developed and operate
by reference to the following standards:
= For quality: ISO 9001: 2015

"Quality management systems - Requirements"

= For hygiene: 1ISO 22000:2005
"Food safety management systems"

= For the environment: ISO 14001:2015
"Environmental management systems - Requirements
and guidelines”

= Security: OHSAS 18001:2000
"Management systems for health and safety of workers
- Requirements"

» Continuous improvement: ISO 9004:2000
"Quality management systems - Guidelines to improve
performance"
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Not all Business Units are certified in every category, but
the Group has a clear programme for future certification:

Country Plant reference Implemented since

ITALY Spinetta Marengo 2006 2015 2012 2008 -
ITALY Termoli 2006 2008 2017 2011 -
ITALY Magenta 2012 planned for 2019 planned for 2020 2017 -
ITALY Vasto 2000 2011 2017 2016 -
SPAIN Jerez de la Frontera 2006 2017 2016 2012 -
SPAIN Olerdola 2006 2015 2007 2012 -
SPAIN Alcala (Madrid) 2006 planned for 2020 planned for 2020 2013 -
UK Kirkintilloch 2006 2016 2018 2011 -

Bridge of Allan,
UK (UCP) Stirlingshire 2008 2018 2008 planned for 2019 2008
(Stirling)

FRANCE Saint-Rémy-sur-Avre 2018 planned for 2020 planned for 2020 2017 -
BULGARIA Kazanlak 2006 2012 planned for 2019 2012 -
POLAND Wloclawek 2001 2009 2006 2014 2006
UKRAINE Sumy 2006 2019 planned for 2019 2014 -
INDIA Goa 2006 2008 2018 2008 -
INDIA Daman 2006 2008 planned for 2019 2008 -
INDIA Ahmadabad 2014 2015 2018 2014 -
INDIA Dharwad planned for 2019 planned for 2019 planned for 2020 planned for 2019 -
CHINA Beijing 2006 planned for 2019 planned for 2020 2008 -
SOUTH AFRICA | Cape Town 2015 2007 2018 2013 -
KENYA Nairobi Planned for 2020 Planned for 2020 Planned for 2020 Planned for 2019 -
NEW ZEALAND | Auckland 2006 planned for 2018 planned for 2019 2017 -
AUSTRALIA West Footscray 2006 2013 2017 2012 -
US.A. Fairfield 2018 planned for 2019 planned for 2019 2017 -
MEXICO S.J. Iturbide 2006 2014 2017 2011 -
COLOMBIA Bogota 2006 planned for 2019 planned for 2019 2016 -
BRAZIL Sao Paulo 2006 2012 planned for 2019 2011 -
ARGENTINA Chivilcoy 2006 planned for 2019 planned for 2020 2011 -
CHILE Santiago de Chile 2018 planned for 2019 planned for 2019 2017 -
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3_PROTECTION OF THE PLANET

3.1 ENVIRONMENTAL ISSUES

As a leading industrial manufacturer of closures, the Group
is committed to ensuring that its manufacturing facilities
around the world operate in an environmentally responsible
manner. Guala Closures is committed to reducing environ-
mental impact throughout the life cycle of its products,
particularly in the production process. To produce its clo-
sures, Guala Closures uses raw materials such as aluminium,
plastic, lacquers, ink, consumes resources (water, energy)
and produces waste. All business units are aware of the
environmental impact of their production activities and are
committed to reducing it to @ minimum. The Group is also
committed to an ISO 14001:2015 certification programme
with the objective of certifying 100% of its Business Units
by the end of 2020.

Guala Closures operates according to very strict environ-
mental policies. In addition to ISO14001 certification at
plant level, the Group relies on an internal environmental
policy project to prevent pollution and reduce environmental
impacts at all levels.

In 2017, to confirm the mapping of environmental risks
and as part of its due diligence obligations, the Group
entrusted Bureau Veritas (BV) with an Environmental Site
Assessment of all Guala Closures plants worldwide, with the
aim of obtaining an independent and professional opinion
on the presence or probable presence of current or past
contamination of the site, as well as the contamination of
groundwater or surface water originating from the property.

As also emerged from the Bureau Veritas report, the greatest
potential risk common to the Group's plants is linked to the
use of harmful substances (inks, paints, solvents, lubricating
oils). The activities and products of Guala Closures Group are
subject to multiple environmental regulations linked to the
specific characteristics of the different countries in which
the Group operates. These regulations have in common
the tendency to evolve in an increasingly restrictive way,
also in virtue of the growing attention of the international
community to the issue of environmental sustainability.
Guala Closures expects a progressive introduction of ever
stricter standards relating to the various environmental
aspects that companies can impact (emissions into the
atmosphere, generation of waste, impacts on the soil, use
of water, etc.).

As far as possible, Guala Closures limits the use of harmful
substances. When used, any hazardous materials are care-
fully stored, handled and monitored to ensure that the best
controls are in place.

All the plants are oriented towards optimising the use of
materials, paying attention to water and energy consump-
tion, as well as a significant reduction in greenhouse gas
emissions and waste production.

3.2 POLICIES AND FRAMEWORK

Like all the policies of Guala Closures Group, the environ-
mental policy is characterised by a common and strong
commitment to sustainable development, which makes it
possible to strengthen market leadership in the production
of closures in full compliance with ethical and social aspects,
product safety and workplace safety, all while safeguarding
the environment.

This policy was signed in April 2017 by Marco Giovannini,
Chairman, and Franco Bove, Group Chief Operating Officer.
It applies to all Group plants and is based on 3 pillars:

= Develop and improve our products and processes based
on the product life cycle, with the aim of protecting the
environment and saving energy, reducing pollution and
CO, emissions per kg of finished product (PF)

= Our actions are aimed at involving all stakeholders in the
supply chain to make them aware of environmental aspects.

» Respect for the environment is one of our priorities.

This policy is common to all the Group's production plants.
Each General Manager or Plant Manager undertakes to
comply with this policy, disseminating it and applying it to
his or her own organisation, defining concrete objectives in
accordance with the Group's Sustainability Programme, as
well as implementing actions to achieve them.

3.3 AMBITIONS FOR 2022

To extend the Environmental Policy to all activities, Guala
Closures Group outlines the indicators and objectives within
the Sustainability Programme 2016-2022 "Working together
for sustainable growth" The environmental programme
has been built on six pillars, each of which contains specific
actions and targets to be achieved by 2022.
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The environmental objectives for 2016-2022 are as follows:

(piLLaRs | AmBITION OBJECTIVES EXPIRY DATE

Environmental
management !dentlf\/ 2l rminimize ATl Obtain I1SO 14001 certification for all Group Plants 2020
(Environmental impacts of operations
management systems)
Reduce carbon dioxide equivalent emissions (Scope 1 2022
Greenhouse gas and 2) by 25% per tonne of finished product (PF)
emissions
o Reduce our impact on climate change and s ey L 2017
(Emissions into the e Tt Certify indirect CO, emissions (Scope 3) o
atmosphere and
€O, equivalent) Develop partnership projects with suppliers and reduce
. 2020
the use of raw materials and transport
. Reduce energy consumption by 25% per finished 2022
Energy consumption product (GJ/ton PF)
(Consumption of all Reducing the use of fossil fuels
the resources used) Facilitate the supply of renewable energy 2020
Reduce waste generated per finished product by 20% 2020
Waste
. . Reduce the percentage of hazardous waste in the total
(Waste generated, type Reduce our reliance on fossil fuels waste generated 2020
and final destination)
Zero waste to landfill (kg) 2022
Raw materials 9,
. Optimize the use of raw materials and Reduce the percentage of scrap below 2% 2022
(Raw materials, accessory, | jncrease the percentage of recycled
auxiliary and packaging materials Increase the amount of aluminium recycled and/or with o
materials) low environmental impact compared to the total used
Water Preserve water resources and reduce Reduce by 20% the water withdrawn per finished 2020
(Water drawn) consumption product (m*/ton PF)

3.4 ENVIRONMENTAL IMPACT MANAGEMENT

At the local level, for all Business Units, national and regio-
nal environmental laws and regulations applicable to the
production site are the minimum basis for implementing the
environmental impact management system. To complete
this approach and confirm its environmental responsibility,
in 2006 the Group adopted for the first time an organised
and efficient environmental management system.

To assess, monitor, report on and guarantee the environ-
mental quality of its products and processes, the Group
has adopted the ISO14001 environmental management
system. In 2018, 13 out of 29 plants (45% of the Group)
were 1ISO14001 certified.

The Group supports its plants in adopting this management
system and obtaining certification. For this reason, the Group
has signed a global agreement with Bureau Veritas, a leading
French certification company, which covers all the Group's

plants and provides for the certification of 16 Guala Closures
plants by 2020. The plan also requires a risk assessment
approach and a clear perception of the product's life cycle.

This management of environmental aspects and impacts
that characterizes the Group is extended to all direct and
indirect processes of its activities (production of products
and provision of services); the main purpose is to pursue
the results expected by the management system:

» the fulfilment of compliance obligations,
= the achievement of environmental objectives,
= the improvement of environmental performance.

The aim is to improve environmental performance through
more rational use of resources and reduction of waste.

During 2018, there were no significant instances of non-com-
pliance with environmental laws and regulations.
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3.5 ENERGY SAVING

Energy consumption is a key feature of the industry: it
determines industrial, economic and environmental perfor-
mance. Many plants consider all options to reduce energy
consumption, constantly striving to find a balance between
optimal productivity and related energy needs. For several
years now, in order to increase its performance, the Group
has aimed to control consumption and invest regularly to
achieve significant reductions.

Guala Closures' objective is to reduce energy intensity
(measured per tonne of finished product) by 25% by 2022. To
achieve this goal, the Group aims to renovate its machine-
ry and production facilities, install more energy-efficient
equipment, invest in new production processes, design
products that require less energy intensity and experiment
with new raw materials.

INDICATORS 2018 2017

Energy consumption within the organisation (in GJ) 1,303,869 1,266,139
Electricity (kWh) 204,054,533 193,341,823
Diesel (litres) 1,088,977 1,099,505
Natural gas (Sm3) 12,530,260 12,684,604
Reduction of energy consumption in % 2.98%
Energy intensity (in GJ/t) 16.12 17.86
Reduction of energy intensity in % -9.7%

NB. Energy consumption within the organisation takes into account not only the electricity and fuels indicated in the table but also all
fuels used in the various plants, such as petrol (11,064 litres), propane (9,825 kg), and LPG (812,867 kg).

After two years (2016 and 2017) without any significant
improvement, 2018 shows positive results: 16.12 GJ/tonne
of Finished Product, 9.7% less than in 2017,

This result is due to investments in process optimization,
such as:

= in Australia, three old air compressors have been replaced
by a new one strategically installed outside, to minimise
heat inside the factory and maximise cooling and operating
efficiency. This operation allows a reduction of 7-10% in
electricity consumption.

in Termoli (Italy) important investments were made: the
installation of an inverter on the circuit of the cooling pumps
of the moulds which reduces the consumption deriving
from the electric motor by 10% and the replacement of
the obsolete cooling towers with a tower controlled by
an inverter.

in the UK, the replacement of traditional fixed speed
screw compressors with variable speed compressors
and the installation of a new, more efficient, quieter and
less electrically consuming chiller directly reduces energy
consumption. A new system for cooling the chilled water of
the moulds has allowed a lower consumption of electricity,
with a saving of 20% compared to the past.

= in many factories, indoor and outdoor lamps have been
replaced with energy-efficient LED bulbs;

The Group is also committed to increasing the percentage
of energy from renewable sources. For 2018, this figure
is not yet available, which is why the references for each
individual country have been used. The Group is committed
to collecting this data for 2019.

Outlook: In the coming years, the plants will continue their
efforts to invest and improve efficiency. Many projects are
already planned for 2019: clean energy in India in Dharwad
and Goa, trigeneration in Spinetta.

In addition, a four-year investment programme will be imple-
mented, involving in particular the Business Units that account
for most of the Group's energy consumption.

3.6 REDUCTION OF GREENHOUSE GAS EMISSIONS

The fight against climate change is one of the key themes

of the Guala Closures Sustainability Programme.

Guala Closures' activities generate greenhouse gas emissions

and therefore contribute to climate change with:

= direct emissions (Scope 1) from the combustion of fossil
fuels;

= indirect emissions (Scope 2), resulting from the production
of electricity consumed by plants and through products
(raw materials, packaging, etc..) and services purchased
such as transport, etc.. (Scope 3).

The objective is to reduce greenhouse gas emissions under

Scope 1 and 2, but to further extend its environmental res-

ponsibility, the Group is committed to working with suppliers

and partners to reduce greenhouse gas emissions under

Scope 3 as much as possible.

In order to contribute to the fight against climate change,

the Group has set itself three ambitious objectives:

» reduce by 25% the greenhouse gas emissions foreseen in
Scope 1 and 2, per ton of finished products (2022 vs 2016);

= obtain certification for the Group's indirect emissions
(Target 2017, achieved);

= develop partnerships with suppliers to reduce the use of
raw materials and transport (2020).
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To achieve these objectives, the Group has adopted a two-
step approach:
= evaluation of its own Carbon Footprint along the entire pro-
duction chain (Purpose 1, 2 and 3) and results certification;
» implementation of an action plan to reduce greenhouse
gas emissions
> directly at production sites, through process optimi-
sation and investment in new plant equipment, taking
into account energy consumption and greenhouse gas
emissions.
> indirectly, with members of the supply chain (raw ma-
terials, machinery, transport, customers and suppliers)
through the optimization of loads and logistics.

Guala Closures pays particular attention to its reporting
activities. In 2017, with the support of a consulting firm
specialized in calculating greenhouse gas emissions, the
Group implemented an internal software called CIS Tool.

In 2018, the Group's emissions for Scope 1 and 2 were
estimated at 160,607 tonnes of CO, equivalent. The in-
tensity of greenhouse gas emissions is 2 tons of CO, eq/
ton of finished product, and represents a reduction of 7.4%
compared to 2017 and 8.7% compared to the reference of
2016. These data will be certified by Bureau Veritas Italia
by April 2019.

The reduction of greenhouse gas emissions was achieved
mainly thanks to:

= energy-saving programmes, such as the replacement of
indoor and outdoor lamps with LED lamps in most fac-
tories and, in Colombia, new electric forklifts to replace
motorised ones

= new equipment, such as new variable speed air compressors
In Australia, Ukraine and the United Kingdom, new chillers
in the United Kingdom and Italy (Termoli), new injection
moulding press in Brazil and modification on the mould
cooling circuit in Italy (Termoli)

= increased productivity due to process changes such as
the width of the aluminium reel in Argentina and the
increase in the size of aluminium foil in Poland following
the installation of a new press

In addition to its commitment to reducing greenhouse gas
emissions, the Group wants to offset most of its indirect
CO, emissions through the purchase of carbon credits,
but also through a direct commitment to reforestation
programmes that actively involve local communities, pre-
ferably in the countries where the Group operates. Thanks
to these programs, from 2012 to 2018 more than 300,000
trees were planted in Peru, India, Colombia and Mexico,
involving more than 6,000 families and compensating for
more than 50,000 tons of carbon dioxide (the programs are
monitored and certified by Ecocert Environnement). In 2018
anew three-year project was launched in Yucatan (Mexico):
conceived and coordinated by Up2green Reforestation, a
French non-governmental organization (NGO), this pro-
gramme will allow Mayan communities to plant 100,000
trees. This year, 35,000 trees were planted, involving 152
families (https:/youtu.be/b4BitdQJVYI)

As far as pollutants are concerned, with particular reference
to NOx (nitrogen oxides), according to the deadlines set by
the various authorisations present on the various sites, mo-
nitoring is carried out in accordance with current regulations.

INDICATORS 2018 2017

EMISSIONS'

Scope 1 emissions (tCO,eq) 34,236 34,123
Scope 2 emissions (tCO,eq) - market based 126,371 118,653
Scope 3 emissions (tCO,eq) 466,090 427,593
EMISSION INTENSITY

Emission intensity (tCO,eq/t)’ 2.16
Reduction of emission intensity (%) -7.4%

Emission intensity Scope 3 (tCO,eq/t) 5.77 6.05
OTHER HARMFUL EMISSIONS

Nitrogen oxides (tNOx), 20.8 -
Sulphur oxides (tSOx) 0.062 -
Carbon monoxide (tCO) 90.4 -
Volatile organic compounds (tVOC) 780.9 -

Perspectives: to reach your goal (-25%), Guala Closures Group
has set up a "Green CAPEX Group” that will support the Business
Units in identifying and implementing projects with a signi-
ficant impact on reducing greenhouse gas emissions. Project
selection criteria include volume of greenhouse gas emissions

avoided, innovative character, financing and ROI. The greatest
efforts and investments will be concentrated on the Business
Units with the highest impact of greenhouse gas emissions.

1 - For the methodologies for calculating emissions, see chapter 6.
2-Emission intensity is calculated from emissions Scope 1 and Scope 2
on the weight of the finished product (PF)
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3.7 REDUCTION OF WASTE AND POLLUTION

Production sites generate different types of waste: pac-
kaging waste (paper, cardboard, plastic...); waste from the
processing of raw materials and waste from plant activities
(office waste, green waste, domestic water, etc.).

Since 2011 in Italy and 2016 in the Group, Guala Closures
has been committed to protecting the environment, conser-
ving natural resources and reducing waste with the aim
of reducing the production of waste per tonne of finished
product by 20%. In parallel with the effort to reduce the total
amount of waste, work and effort have been also focused
to hazardousness reduction and to seek viable alternatives
to landfilling. The objectives are to reduce hazardous waste
to less than 5% and to dispose of waste in landfills.

After the adoption in 2017 of a new methodology for pro-
duction waste collection, the Group has made progress in
monitoring waste quantities and treatment solutions. In
2018 the total waste of the group amounted to 18,497
tons, 3% less than in 2017, despite the increase in pro-
duction volumes. The average amount of waste gene-
rated per tonne of finished product is now 229 kg/ton.

The Group has succeeded in reducing the waste produced
by 3.05% and is confident that the target of -20% by 2020
will be reached.

For each type of waste produced, the plants favour recycling
as much as possible.

In 2018, the quantity of hazardous waste in Guala Closures
plants was 1,798 tonnes, representing 9.7% of total waste.
1,832 tonnes of waste were landfilled, which represents
9.9% of the total waste produced.

In Argentina and Poland, the increase in the size of the reel
and aluminium foil (for a press) has also had a reduction
effect on technical scrap and amount of aluminium used
in production.

In order to reduce packaging consumption and pollution,
some Guala Closures plants have developed interesting
initiatives. In the UK, reusable plastic containers are used
to replace cardboard boxes and wooden pallets for semi-fi-
nished products.

WASTE PRODUCTION AND DISPOSAL 2018 2017

Total waste generated (t) 18,497 19,078
Total non-hazardous waste (t) 16,699 17,313
for recycling (t) 15,803 15,892
whose intended for incineration (t) 29 2
destined for landfill (t) 867 1.419
Total hazardous waste (t) 1,798 1,765
Total hazardous waste (%) 9.7% 9.2%
for recycling (t) 699 817
whose | intended for incineration (t) 134 153
destined for landfill (t) 965 796
Waste by finished product (kg/t of finished product) 229 272
Reduction of total waste (%) -3.05%
Total waste in landfill (t) 1,832 2,215
Waste to landfill (%) 9.9% 11.6%
Significant spills 0

Outlook: Plastic processing generates less waste than aluminium.
Consequently, in order to significantly reduce the amount of
waste produced, the Group will pay more attention to plants
that use aluminium.

It will adopt the same approach with plants using lithographic
processes, which produce more hazardous waste, looking for
new solutions to combine customer expectations and envi-
ronmental protection.

All plants will continue their efforts to improve waste sorting
and will develop partnerships with professionals to adopt
viable alternatives to landfill.

3.8 OPTIMISATION OF MATERIAL CONSUMPTION

In the environmental footprint of Guala Closures products,
the impact of raw materials is significant. Moreover, the
growing demand for raw materials and the shortage of some

resources at a global level have imposed a great challenge
on Guala Closures. For this reason, the Group must combine
customer expectations with eco-design, two concepts that
can sometimes appear to be in conflict.

The Group's products are designed and manufactured with
the raw materials necessary to provide the characteristics
requested by customers, in compliance with the standards
and regulations required.

The main raw materials used are aluminium and plastic.
These two raw materials differ in at least one important
aspect: aluminium can be recycled repeatedly without
losing its structural and qualitative characteristics, while it
is almost impossible for plastics to maintain their original
properties after repeated recycling. However, new solutions
and new suppliers are being studied to meet this challenge.
The entire industrial process, from raw materials to finished
closures, generates waste. Semi-finished and finished
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products which, during production, process modifications,
adjustments and machine tuning and quality control, are
not deemed to conform to the required characteristics, are
rejected. Waste is also generated by complaints, laboratory
tests and obsolete stocks.

Each plant is committed to minimising such waste, if pos-
sible recycling it during the production process and, finally,
finding alternatives for disposal.

The Group has always tried to optimise the use of raw
materials as much as possible and, in order to minimise
the consumption of non-renewable materials, has adopted
a strategy based on a three-pillar eco-design approach:

» minimize waste as much as possible;

= minimize the amount of materials used in the manufac-
ture of each product, while ensuring great performance;

= use alternative materials (e.g. recycled aluminium).

In order to improve their commitment to natural resources,
the plants are working to reduce waste with the aim of
achieving an average rate of less than 2% by 2022.

In 2018, the average rate of deviation was 2.67% compared
to 2.87% in 2017 (reference value 2016: 2.56%).

Plants are increasingly supplied with recycled aluminium
materials. In 2018, recycled aluminium accounted for 57%,
compared to 46.4%in 2017.

Once again, in Argentina and Poland, the increase in the
size of the reel and aluminium foil (for a press) has reduced
technical scrap and the consumption of aluminium itself.

In Italy, with a small investment and a maintenance inter-
vention, the waste of capsules in physiological waste has
been avoided, reducing waste by about 30 tons per year. At
the same time, the innovative idea of moving from waste to
art was launched, recycling it through simple but meticulous
manual work, to transform some pieces of aluminium into
exclusive earrings, necklaces, bracelets, frames, bags and
candle holders. Thanks to the ecological commitment and
artistic talent of the Italian Director General, an association
will soon produce and sell these artistic objects, a good
way to raise public awareness of waste reduction and the
circular economy.

INDICATORS 2018 2017

INCIDENCE OF WASTE

% of waste as a percentage of total product weight 2.67% 2.87%

MATERIAL CONSUMPTION'

Total quantity of raw materials (t) 120,992 -
of which aluminium (t) 48333 -

whose of which plastic (t) 46,070 -
of which packaging (t) 14,533 -
of which other material (t) 12,056

% of recycled raw material (all materials) 22.8%

% recycled aluminium 57.0%

1 - The percentage of renewable and nonrenewable material is not available. The Guala Closures Group expects to monitor it from 2019.

Outlook: Over the next three years, each BU will have to focus
on process efficiency, reduce waste due to quality problems
and fight all types of raw material waste. As regards the choice
of materials and procurement, the group continues to work on
the integration of recycled materials into its products, while
respecting customer expectations.

3.9 WATER RESOURCES MANAGEMENT

In the Group's production processes, the use of water is
very limited and is mainly used for two industrial processes:

= cooling of presses for plastic moulding (usually using a
circuit),

» degreasing of aluminium reels.

However, the Group is aware of the importance of this
resource and is committed to limiting its consumption.

Guala Closures Group is committed to reducing the water
consumption of its plants around the world.

Guala Closures' objective is to reduce the water withdrawn
per tonne of finished product by 20% between 2015 and 2020.

In 2018, the volume of water withdrawn was 263,122m’,
higher than the previous year, due to the increase in pro-
duction volumes. However, water consumption per tonne
of Finished Product (3.42 m’/tPF) decreased by 12.4%
compared to the 2015 reference value. In 2018, 27.3% of
the water in the plants was taken from the public network
or 72.7% from a well.

In 2018, the Italian plant in Spinetta and the three Indian
plants in Goa, Ahmadabad and Daman consumed 72% of
the Group's water. All of them have reduced their water
consumption per ton of finished product. For Indian plants,
this is due to increased efficiency due to increased production
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and equipment saturation. In the Italian plant of Spinetta
part of the improvement comes from the increase of the
production but also from an optimization of the manage-
ment software of the evaporative towers, as well as from a
program dedicated to the saving of the water coming from
the well, for the use out of production.

In 2018, in the Colombian plant, the container washing area
was isolated, thus ensuring a reduction in water consumption.

The South African plant has implemented a comprehensive
three-axis water-saving program:

= concrete methods: bricks in toilet boxes, flushing regula-
tion to save water in the use of the toilet, recycling of the
water formed by the condensation of our air conditioners
for floor washing;

» staff awareness programme: posters near all taps and
toilets to encourage staff to be more responsible for water
saving, daily monitoring of water consumption and results
on screens, water leaks promptly repaired);

= rainwater collected for recycling in the toilets of the site.

This water-saving project has reduced the city's water use by
66%. Further phases of the project are planned to continue
the efforts on water consumption.

The majority of plants have low water consumption and a
minimum load of pollutants, and therefore no specific equip-
ment and infrastructure for water discharges is foreseen.
Municipal sewerage systems are used. Establishments with
waste water treatment plants shall regularly measure the
quality and quantity of the waters discharged and apply
treatments to ensure that the discharges comply with the
standards laid down by the authorities.

INDICATORS 2018 2017

WATER CONSUMPTION

Total water drawn (m?) 263,122 262,549
Water taken from the public network (m’) 71,796 70,170
Water taken from the well (m’°) 191,326 192,376
Water taken per finished product (m*/t) 3.42 3.98

Outlook: Group aims to increase its focus on water. Because
the performance on this KPI is very different from one plant to
another, despite similar processes, the corporate environmental
team must support the Business Units to share Best Practices.

In Italy, the investment in the trigeneration of Spinetta will
significantly reduce the use of water in the cooling circuit.

CONSOLIDATED NON-FINANCIAL STATEMENT AS PER LEGISLATIVE DECREE 254/2016

29



4_ENHANCING HUMAN RESOURCES

4.1 SOCIAL ISSUES

Guala Closures Group has always been aware of how all
its employees, men and women, are the key to success
and business development. Also thanks to the materiality
analysis process, the Group has strengthened its awareness
and identified more clearly the priorities on which to focus
in the management of its resources.

As an industrial group, the first challenge is to ensure the
safety of all employees and workers working at Guala Clo-
sures sites by ensuring a safe working environment and
promoting a culture based on promoting health and safety.
At the same time, to support its own development and meet
customer expectations, the Group must take into account
the skills and potential growth of its employees, which is
why it invests time and resources as a matter of priority in
training and continuous improvement programmes.

Guala Closures is present in 22 countries worldwide, with
29 plants and 3 sales offices. Products are sold in over 100
countries. The Group's 4,367 employees (31 December 2018)
represent 29 nationalities and over 18 languages spoken.
In this way, the Group demonstrates an evident diversity
within itself. A further challenge for Human Resources
is therefore to cultivate a common culture, based on the
Group's values, across geographical, cultural, professional
and organisational boundaries.

As far as workers and local communities are concerned,
Guala Closures' commitment is aimed at guaranteeing full
respect for social and ethical aspects in all the countries in
which it operates, through:

= The promotion of corporate values and continuous im-
provement at all levels to promote participation and a
sense of belonging.

= The promotion of professional growth through continuous
training.

= The increasingly scrupulous protection of labour law,
respecting workers' rights and adopting strict policies for
safety at work, with particular attention to the developing
countries in which the Group operates, aiming above all at
the choice of a supply chain that is also attentive to the
problem of child labour.

In the area of human resources management, the main
potential risks stem from the incorrect implementation of
ethical and social policies in all Group plants, with particular
attention to safety policies and the integrity of the supply
chain. In carrying out its activities, the Guala Closures Group
incurs charges and costs for the actions necessary to ensure
full compliance with the obligations set out in the regula-
tions on health and safety at work. In relation to workplace
safety, the Group is very attentive to staff training and to
analysing the causes of each individual accident. As regards

the integrity of the supply chain, the supplier qualification
criteria (questionnaires and audit sheets) are being reviewed
to bring them into line with ethical and social requirements.

4.2 POLICIES AND FRAMEWORK

In order to promote ethical business practices, Guala Closures
has implemented a global framework based on 4 documents:
= Ethical and social policy

» Labour and safety policy

= Code of Ethics

» Modern Slavery Act

The Group's behaviour is guided by its strong commitment
to sustainable development, which enables it to strengthen
its market leadership in the production of closures, in full
compliance with ethical and social aspects, product safety
and workplace safety, all while safeguarding the environment.

Ethical and social policy is based on 3 pillars: people, ex-
ternal stakeholders, the workplace and the environment.

The Group is committed to managing its human resources

in a correct and transparent manner because it believes

that its employees represent its added value. In particular,

it undertakes to:

= ensure that all workers have a legitimate employment
contract and that the minimum wage levels laid down by
law are respected;

= guarantee freedom of association and collective bargaining;

= do not use child labour;

= not discriminate and guarantee equal opportunities re-
gardless of religion, ethnicity, sex, political or spiritual belief;

= ensure adequate working conditions, treating all workers
with dignity and respect, prohibiting the use of irregular
disciplinary practices and/or corporal punishment.

The Guala Closures Group is committed to ensuring that its
suppliers, the external community and other stakeholders
involved in the supply chain are aware of the aspects of cor-
porate integrity and sustainable development. That means:

= ensure ethical aspects in the management of relations with
suppliers (with reference to the Guala Closures Group's
Code of Ethics);

= avoid any potential act of bribery, intimidation or fraud in
dealings with suppliers;

= not exploit or discriminate against members of external
communities; listen to suggestions, expectations and re-
quests from the external community and other members
of the supply chain.

To complete the ethical and social policy and since the
health and safety of workers is the top priority, the Group
has adopted a labour and safety policy.
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Based on this policy:

» The Guala Closures Group wants its employees to be
involved in their personal safety. It ensures that the
means of communication are effective and guarantee
the achievement of the requirements and objectives; it
collects observations, complaints and suggestions for
improvement; it provides workers with the know-how,
means and tools to keep work activities safe; it shares
good practices with other plants.

The Guala Closures Group develops or improves products
and processes with a view to guaranteeing and improving
safety in the workplace; it encourages suppliers to optimise
raw material choices and avoid potential risk situations;
it operates in compliance with the concept of continuous
improvement in all activities.

The Guala Closures Group seeks to guarantee safety in
the workplace and respect for the environment, approving
and respecting international, national and local laws and
standards, and other requirements suggested by stakehol-
ders; internal representatives are responsible for training,
communication and first aid procedures. Systematically
analyzes the causes of any accident or potential accident
to prevent it from happening again. Safety in the workplace
is part of our performance measurement.

4.3 AMBITION FOR 2022

The Group's approach is based on the management and re-
cognition of talent, the promotion of employee inclusion and
rights and support for wellbeing and professional growth with
the aim of keeping people motivated, committed and loyal.

The Group delegates each General Manager to adopt and
adapt the corporate culture and objectives to his or her local

Within the Modern Slavery Act, the Group also affirms its
commitment to the respect and protection of human rights.
The Guala Closures Group is against the use of any form of child
labour or practices that inhibit child development. It believes that
all work should be freely chosen and is committed to refraining
from any form of forced or involuntary work. It is committed
to respecting and protecting the rights of all employees, those
working in its supply chain and those involved in its business. It
provides a safe and sustainable working environment, without
discrimination. Every employee has a legitimate employment
contract that guarantees a minimum wage appropriate to the
country in which he or she works.

These policies are common to all the Group's production plants.
They were signed by the Chief Executive Officer and the Chief
Operating Officer. Each General Manager or Plant Manager is
responsible for communicating and applying these guidelines
in their organisation. They also define concrete objectives in
accordance with the Group's Sustainability Programme and
implement actions to achieve them.

With regard to the "Privacy-Internet’, Guala Closures Spa, in its
capacity as Data Controller of personal data, has prepared the
internal rules to regulate the use of the Internet and e-mail as
provided for by the Provision of the Guarantor March 1, 2007.

situation. In the 2016 - 2022 Sustainability Programme,
"we work together for sustainable growth', social ambition
aims at zero workplace accidents, promoting skills deve-
lopment through the development of training programmes
for employees, and addressing diversity through awareness
campaigns to facilitate integration.

The social objectives for 2016-2022 are as follows:

Health and safet i i
‘V ) Ensyrlng e SRR S T Reduce the accident frequency indicator by 15% 2020
(frequency of accidents and gravity) environment
Implement an ambitious training 100% of employees with 2 hours of Sustainability 2018
Training and education programme Program training
(Type and quantity of training provided) | Strengthening the programme for the | Definition of a training plan in each Business Unit B
development of internal resources and recording of training hours for each employee
Diversit . Make a survey to get a picture of the approach to
v Promote awareness campaigns to diversity among Business Units 2022
(Gender and cultural differences) facilitate the integration of diversity : . o
Build and implement a diversity plan

4.4 RELATIONS WITH EMPLOYEES

In this document, all data relating to relations with employees
refer to the purely productive units of the Group (29 plants
in 22 countries). At 31/12/2018, the total number of em-
ployees at these plants was 4,367, with 737 collaborators.
Who represent 17% of the total number of employees and

are mainly employed in the production departments due
to the highly seasonal activity. Employees increased by
135, or 3.2%, compared to 2017. 748 employees, 468 men
and 280 women were hired, i.e. 12 executives, 108 office
workers and 628 workers. Inbound turnover for 2018 was
17% while outbound turnover was 14%.
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In 2017, the Guala Closures Group consisted of 4,232
permanent employees and 707 associates, located in 27
plants and 21 countries. Employees account for 17% of the
total workforce and are mainly employed in production
departments due to highly seasonal activity. In employees,
men account for 79.6% or 3,368 heads, of which 5.5% are
managers, 18.9% are office workers and 75.6% are workers.
Women, on the other hand, represent the remaining 20.4%
of which 0.7% are managers, 6.3% are employed and 13.37%
are workers.

EMPLOYEES BY TYPE OF CONTRACT, GENDER 2018
AND PROFESSIONAL CATEGORY'

Total number of employees® 737
Total number of Group employees 4,367
Men 3,338
Women 1,029
EUROPA 2,505
Men 1,924
Women 581
LATAM 876
Men 535
Women 341
ASIA 651
Men 610
Women 41
OCEANIA 143
Men 124
Women 19
AFRICA 192
Men 145
Women 47
Total number of part-time employees 34
whose Men 1
Women 20
Total number of full-time employees 4,333
Whose Men 3,324
Women 1,009
Total number of men 3,338
% of men 76%
Executives 185
whose | Employees 684
Workers 2469
Total number of women 1,029
% of women 245%
Executives 33
whose | Employees 288
Workers 708

1 - For 2018, there is no breakdown of fixed-term employees.
2 - Employees are counted as FTEs

HIRES, TERMINATIONS

AND TURNOVER RATES'

employees hired ws | w0 | e
EUROPA 206 86 292
of LATAM 135 181 316
which | ASIA 99 7 100
n OCEANIA 10 0 10
AFRICA 18 12 30
Incoming turnover (%) 14% 27% 17%
EUROPA 11% 15% 12%
of LATAM 25% 53% 36%
which ASIA 16% 2% 15%
n OCEANIA 8% 0% 7%
AFRICA 12% 26% 16%
employees who lef 422 1 593
EUROPA 154 43 197
of LATAM 114 111 225
which | ASIA 131 4 135
n OCEANIA 9 4 13
AFRICA 14 9 23
Output turnover (%) 13% 17% 14%
EUROPA 8% 7% 8%
of LATAM 21% 33% 26%
which ASIA 21% 10% 21%
n OCEANIA 7% 21% 9%
AFRICA 10% 19% 12%
Total nymber _ 18 1 19
executives leaving
Total number
employees leaving 68 26 94
Total number
workers leaving 336 144 480
managers hed 10 2 12
:cr::::;en;: f\?red /8 30 108
Total number of natural
discharges (pension) fh2

1- The Group does not have data on hires and terminations by age group and
undertakes to integrate the requests for the next financial year. Turnover rates are
calculated as the ratio of hires and terminations to total employees by gender and
geographical area.

In this chapter, differences may be found with respect to
the data reported in the Management Report on Operations
in terms of the number of employees. The reason for this
difference is that the two plants UCP and Kenya have not
been included, as they are not yet part of the sustainability
programme.
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For all employees, through its ethical and social policy, the
Group guarantees a legitimate employment contract and
a minimum wage established by law. The other employee
benefits depend on each Business Unit and vary considerably
within the Group. The rules applicable in each country take
account of local realities according to a principle of fairness.
In some countries, additional welfare plans are also in place
with benefits such as health insurance, dental insurance,
paid part-time work and parental leave.

To date, there is no single Group remuneration policy.
However, with the Group's listing on the stock exchange
and the new requirements, the remuneration committee
will establish transversal remuneration guidelines in 2019.
The aim is also to implement an incentive plan.

SAFETY IN THE WORKPLACE

The Guala Closures Group, firmly committed to providing a
safe and healthy working environment for each employee,
has adopted a series of measures to prevent workers'
injuries in all its plants around the world. Differences in
regulations and legislation in the countries in which the
Group operates do not always make it possible to develop
a standardised approach to safety at a global level. Starting
from the peculiarities of the individual countries, the Group
is committed to continuously improving working condi-
tions, thus guaranteeing the highest safety standards in
all its production plants, adopting an effective system for
managing the health and safety of workers. The common
basis for each establishment is:

= Constantly update safety procedures to cope with process
evolution and new machinery;

= periodically train all employees in health and safety matters;

= analyse each accident report to improve work and safety
procedures.

In 2018, the Guala Closures Group recorded 78 accidents, a
43% reduction compared to 2017. The Accident Frequency
Index is 7.44, still below target, despite a 30% reduction
compared to 2017. The severity index, at 0.26 for 2018,
decreased by 72% compared to 2017. The results for 2018
show a clear progression compared to the previous year.
No serious accidents were reported in the 78 accidents
recorded, thanks in part to the commitment shown by the
plant managers in considering safety issues as a top prio-
rity and to the important health and safety awareness and
training programme developed over the last two years. In
2018, the total number of hours of environmental, health
and safety training within the Group's factories was ap-
proximately 18,276 hours.

ACCIDENTS AND ACCIDENT INDICES PIokE:]

TOTAL NUMBER OF ACCIDENTS 78
EUROPA 21
LATAM 42
ASIA 6
OCEANIA 2
SOUTH AFRICA 7
NUMBER OF DEATHS 0
EUROPA 0
LATAM 0
ASIA 0
OCEANIA 0
SOUTH AFRICA 0
FREQUENCY INDEX' 7.4
EUROPA 435
LATAM 239
ASIA 1.86
OCEANIA 6.91
SOUTH AFRICA 1.78
GRAVITY INDEX? 0.26
EUROPA 0.12
LATAM 0.88
ASIA 0.01
OCEANIA 1.64
SOUTH AFRICA 0.06
ABSENTEEISM RATE? 0.20
EUROPA 0.10
LATAM 0.71
ASIA 0.01
OCEANIA 1.31
SOUTH AFRICA 0.05
RATE OF OCCUPATIONAL DISEASES 0

1 - The frequency index is calculated as the number of accidents per million hours
worked

2 - The severity index is given by the number of days of absence per thousand hours
worked (in the event of a fatal accident, a penalty of 6000 days is counted)

3 - The rate of absenteeism is estimated by dividing the number of days of accidents
multiplied by 8 working hours with the total number of hours worked.

Perspectives: Zero accidents remains a priority objective for
the Group. It is a task that concerns all employees and requires
continuous monitoring.

In relation to the fatal accident that occurred on 30 January
2017 at the Guala Closures Pre-merger plant in Magenta (M),
which was later merged by incorporation into the Company,
the heirs of the de cuius were fully compensated in July 2018;
80% of this compensation was reimbursed by Guala Closures
Pre-merger insurance and the remaining 20% by the RSPP
appointed at the time of the accident, Luigi Cichero. With re-
gard to liability pursuant to Legislative Decree No. 231/2001
231/01, Guala Closures Pre-merger, in the context of criminal
proceedings no. 4361/2017 r.g. n.r. The Court of Milan has
formulated a plea bargaining application to settle the position
with the payment of a fine of €50,000; the PM has already
expressed a favourable opinion on this application.
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4.6 DEVELOPMENT OF SOCIAL DIALOGUE

In line with its ethical and social policy, the Guala Closures
Group respects the freedom of association and collective
bargaining in each Business Unit. The Group is committed to
maintaining a high quality social dialogue, both directly with
the employees themselves and with their representatives
or trade union representatives.

Social dialogue is conducted at local level by Country Managers
in collaboration with trade unions and staff representatives.
The spectrum of issues is consistent with applicable collec-
tive agreements and local laws. Throughout the world, this
dialogue has the common objective of improving working
conditions and the working environment, and of offering
better subsidies.

INDICATORS 2018

% of employees covered by contracts 39.3%
collective work groups (national level)

% of employees covered by company agreements 17.5%

The percentages are calculated on the basis of the number
of employees of the Group.

4.7 DEVELOPMENT OF SKILLS
AND CONTINUOUS IMPROVEMENT

The Guala Closures Group strongly believes that its success
depends on human resources, both men and women. The
entire Group is therefore committed to developing their
skills, allowing them to become experts in their work and,
at the same time, to grow professionally. Three areas of
competence development have been prioritised:

» Environment, hygiene and safety
» Technical skills
» Relational skills

On this basis, each Business Unit develops a specific
training plan for all employees to facilitate personal and
professional growth.

In addition, the Group encourages and supports continuous
improvement, involving employees in research and suggesting
ideas to solve problems and improve production processes.

In 2018, the Group provided 203,965 hours of training,
equivalent to an average of 46.71 hours per employee.
Training hours increased by 31,331 hours per year (+18.4%
compared to 2017)

Workers are the most trained, with an average of 4.4 hours/
month per employee. Immediately afterwards, employees
with 2.7 hours/month per employee and managers with
1.9 hours/month/per employee.

There are currently no training programmes dedicated to
employees who are about to retire.

As the CSR Roadmap 2016-2022 is ambitious, the Group
has decided to develop and provide all employees with a
special two-hour training session dedicated to awareness
of its Sustainability Programme. Training support docu-
mentation and videos have been delivered to Business
Units around the world. This specific training programme
started in 2017. At the end of 2018, 95% of employees were
trained. The remaining 5% received 2 hour training at the
beginning of January 2019.

To ensure the development of employees' skills and enable
them to make a real career path within the Group, some local
human resources services conduct regular performance and
career development checks. In 2018, this measure affected
49% of the employees.

During 2017, training hours were provided for a total of
172,364, equal to 1.84% of the hours worked. In particular,
the training hours were divided into the following topics:
environment, hygiene and safety (22,287), technical skills
(135,248) and interpersonal skills (14,328), with an average
of 40.71 training hours per capita. No data are available by
professional category and gender.
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INDICATORS 2018

Total training hours by subject

Total training hours 203,965
Hours of training for environment, health and safety 18276
Hours of training for technical skills 171,032
Hours of training for interpersonal skills 14,657
Training on hours worked

% of training (training hours/working hours) 2.09%
Employees receiving performance appraisal and career development GRI 404-3

% of employees receiving performance appraisal and career development 49%

% men receiving performance appraisal and career development 45%

% women receiving performance evaluation and career development 66%
Average hours of training per employee

Average training hours/per employee/year 46.71
Average training hours for employees (h/month) 4
Average training hours for managers (h/month) 1,9
Average training hours for employees (h/month) 2.7
Average training hours for workers (h/month) 4.4
Average training hours for men (h/month) 3.3
Average hours of training for women (h/month) 5.8

4.8 DIVERSITY MANAGEMENT AND ASSURANCE

OF EQUAL OPPORTUNITIES

The Group operates in 22 countries worldwide, interacting
and relating with customers in over 100 countries. For these
reasons, the need to incorporate diversity of thought, gender

and culture into business decision-making is essential for
the company to continue to thrive in a multicultural world.

The Group's commitment to this principle is reflected in its
Ethical and Social Policy. This policy helps all employees
understand how to value diversity and inclusion and main-
tain a workplace free from discrimination and harassment.
In addition, the Group expects the top managers of each
Business Unit to commit themselves to understanding
this policy, as well as to abiding by it, disseminating it and
applying it within their organisations.

Diversity is a cultural issue that varies from one country
to another and is difficult to address in a homogeneous
way. Each Business Unit with its own cultural specificities
is committed to promoting awareness campaigns so as
not to discriminate directly or indirectly and facilitate the
integration of different groups, with particular attention to
gender diversity, age and religious beliefs, both in personal
relationships and in working conditions.

This principle of combating discrimination applies not only
to recruitment, but also to the career path.

In 2018, the Group launched an online survey at each plant
to collect data and practices on diversity. The purpose of
this investigation was to:

= Provide an assessment of the current state of diversity
within the Guala Closures Group in order to define ambi-
tions and commitments more precisely

= Give a global general orientation regarding diversity in
order to standardize the approach in each Business Unit

» |dentify good practices and disseminate them internally.

The main conclusions show that practices are very diverse
in the Business Units, but the analysis reveals some points
in common, such as encouraging reporting of any case of
discrimination, recruitment strategies to help increase
diversity, promoting employees' awareness of diversity.

In 2018, the Group integrated 29 nationalities. More than
18 languages are spoken in the various plants, which means
that the Guala Closures Group is a true multicultural company
that guarantees respect for everyone.

As in many industrial companies, the percentage of wo-
men does not correspond to that of men. In 2018, women
represented 24% of employees (3% more than in 2017).
The female presence in top management positions is 15%.

The age pyramid is very different depending on the Business
Units. Mexico, India, Argentina and Ukraine are the Business
Units with the highest percentage of young people. France,
Australia, Bulgaria and New Zealand have the oldest. Major
initiatives for young workers are internships, vocational trai-
ning contracts and partnerships with schools and universities.
For older employees, 50% of the Divisions provide access to
training and some provide support for young employees.
At Group level, the average number of employees under
the age of 30 is around 26%, people between the ages of
30 and 50 are around 54% and those over 50 20%. (Source:
on-line questionnaire to all Country Managers of the Group)
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The Guala Closures Group is very sensitive to the issue of
disability. The situation is very different from one country
to another. The employment rate of disabled people is 3.5%.
The Divisions of Guala Closures conduct initiatives with the
support of local authorities and associations.

With regard to the data relating to cases of discrimination,
reference is made to the data collected through a special
questionnaire submitted to the various Business Units.

Perspective: The Diversity Strategy will be defined in 2019 with
clear objectives and indicators. The exchange of best practices
between Business Units will be developed.

ARE RESPECTED AND CHILD LABOUR

The Guala Closures Group is committed, in every country
in which it operates, to maintaining the highest ethical
standards and to improve global policies and processes
to avoid any potential incident in human rights violations
with regard to its activities or the supply chain. To this end,
it has adopted a Code of Ethics, the latest revision of which
is dated 31 January 2018, to complete the ethical and social
policy already adopted in April 2017. The two frameworks
specify, among other things, that the Group undertakes not
to use child labour, not to use forced labour, and to defend
and respect human rights throughout the supply chain.

In addition, 97% of Guala Closures Group's plants have joined
the SEDEX platform (the new Indian plant acquired at the
end of 2017 will join in 2019). SEDEX stands for Supplier
Ethical Data Exchange. This non-profit organization is
committed to improve the ethical performance of supply
chains. SEDEX members can share and manage information
on labour standards, health and safety, the environment
and work ethics through a navigable platform. As a SEDEX
member, Guala Closures plants offer the advantage of
having a platform to share social compliance audit reports
and related information and participation in working groups.

Adopting an effective management system for the health
and safety of workers contributes to improve safety in the
workplace. SEDEX accreditation requires compliance with
and communication of numerous international criteria re-
lating in particular to health and safety at work. Our main
objective was to obtain SEDEX accreditation for all our plants
by 2017 and we have achieved it.

INVOLVEMENT OF EMPLOYEES
The Guala Closures Group and its various Business Units
are involved in the local communities in which they operate.
They are committed to participate in local life and to mobi-
lising employees on solidarity projects. For each Business
Unit, the objective is to contribute to improve the life of
the communities and therefore to act consistently with the
values of the Group. Taking into account local specificities,

expectations and needs, the objective is to develop projects
with local stakeholders.

In 2018, among all these projects, in Argentina the Group
supported the Technical School of Chivilcoy (location of the
plant) to disseminate knowledge and skills related to their
working environment and facilitate their integration into
human groups in an environment other than the school
environment. In Spain, Guala Closures is involved in raising
young people's awareness of environmental issues. They
participated in a project to obtain an ecological greenhouse
in a small school made of recycled material, where students
can learn different subjects, such as biology and technology,
get food from the ecological greenhouse and teach them
the environmental value. In Mexico, the social reforestation
programme continues through a three-year project in Yu-
catan and the project in the schools «Mi clase, mi bosque»
in the city where the plantis located to train and raise the
awareness of young students. In 2018, €70,000 was granted
for reforestation projects and €10,400 for school projects.
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5_CUSTOMER, CONSUMER AND INVESTOR SATISFACTION

5.1 ECONOMIC ISSUES

Guala Closures Group produces and distributes its products in
100 countries, supplying diversified markets such as spirits,
wine, water and beverages, oil and vinegar, pharmaceuticals
and PET. The company produces closures that offer inno-
vation, protection, security and convenience to consumers,
while enhancing its customers' brands.

One of the potential risks to which the Group may be
exposed is related to the interruption of service due to
the malfunctioning of auxiliary plants or the interruption
of utilities' supplies, or the lack of raw materials. For this
reason, continuity plans have been defined with major
customers, which include production in alternative plants
or the definition of security warehouses. Other possible
risks may be related to Conformity and Safety of products
with respect to components in direct contact with food. For
this reason, the Group keeps itself constantly updated on
the regulations for food safety and verifies the conformity
of its products by means of appropriate tests in third party
laboratories.

As a world leader in the production of closures, the main
challenge for the Guala Closures Group is to maintain or
grow its presence in today's markets. This requires customer
satisfaction with the quality of the products, the added
value that Guala Closures can bring to customers in terms
of brand protection and strengthening, the fight against
counterfeiting, innovation, etc.

In markets such as liqueurs, wine, water and beverages,
oil and vinegar, pharmaceuticals and PET, which are very
competitive and which sometimes have to cope with
changing consumption habits, Guala Closures must be very
responsive and ready. Thanks to constant dialogue with its
customers and careful observation of markets and trends,
Guala Closures is able to pick up even small signals, to offer
products that perfectly meet customer expectations.

The Group and all its Business Units are committed to
customer, consumer and investor satisfaction.

5.2 POLICIES AND FRAMEWORK

For Guala Closures Group, customer satisfaction is a prio-
rity and this is reiterated in its Quality Policy, so that all
departments of the Group are aligned and focused on this
objective. Investing in research, enhancing one's skills and
innovating are the driving forces that allow the Group to
exceed customer expectations. Furthermore, one of Guala
Closures' priorities is to put in place reliable, effective and
standardised processes to fully meet the expectations of all
stakeholders. This means that the Group works to control

and update products, processes and production systems,
encourage the creation of close relationships with key
suppliers, respecting and satisfying all applicable require-
ments and putting into practice the concept of continuous
improvement for all activities. In 2018, Guala Closures Group
adopted a "Code of Ethics" valid in all the Group's plants,
a charter of rights and moral duties that defines the ethi-
cal-social responsibility of the Company and of each person
who participates in the corporate organisation.

With this Code, the Company affirms that its ultimate mis-
sion is to qualify its activities, always pursuing transparency,
mutual respect, safety, quality, respect for resources and
the environment, protecting the economic, financial and
asset balances. The Company identifies and implements
the following values:

= transparency, i.e. clarity, analysis and completeness
of the information and activities carried out;

= respect for the interlocutors;

= legality and fairness;

» competence and entrepreneurship;

= environmental protection and well-being;
= recognition and reward of results.

Guala Closures requires all Group companies and major
suppliers and partners to adopt a conduct in line with the
general principles of its Code of Ethics.

5.3 AMBITION FOR 2022

In the 2016 - 2022 CSR Programme "Working together for
sustainable growth', the economic ambition is to improve the
efficiency of the production system, to bring the best inno-
vations to its customers, to ensure that the right quantities
are delivered on time, to ensure food security for customers
and to demonstrate that the Group is a responsible player
in the supply chain.
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The economic objectives for 2016-2022 are as follows:

PILLARS AMBITION OBJECTIVES EXPIRY DATE

Production efficiency Efficiency of the production system | Overall Equipment Efficiency (OEE) > 85% 2022
Innovation Innovative capacity Develop at least 26 patentable ideas 2020
On Time In Full delivery (OTIF) > 95% in all plants 2022
Customer Satisfaction Customer Satisfaction SEDEX accredited 2017
ISO 22000 for all Group plants 2020

5.4 PRODUCTION EFFICIENCY

Total plant efficiency (OEE) is the indicator used by Guala
Closures to measure and monitor the production efficiency
and performance of machines, production lines and, more
generally, its own plants.

The OEE determines the extent to which downtime is due
to events such as set-up, testing, sampling, routine and
extraordinary maintenance, cleaning, quality performance
and rework, quantifying their influence on the production
efficiency of a machine or production line.

OEE is calculated as the ratio of output to saturated input
and highlights inefficiencies due to organisation, mainte-
nance, production and quality.

The ambition for 2022 is to exceed 85% OEE as a Group value.

In 2018 the Group reached 77.7% (+0.6 percentage points
or 0.7% compared to the previous year and 3.9 points or
5.3% compared to 2015).

Perspectives: this OEE indicator has been steadily increasing
and the objective is to keep the mobilization of all the Business
Units unchanged.

5.5 INNOVATION

Guala Closures' customers operate in ever-changing envi-
ronments in terms of competition, regulation and product
innovation. As a result, the company seeks to further improve
the way it delivers value to its customers through innovation.
To develop new products, it relies on its 5 Research and
Development (R&D) centres: Great Britain, Mexico, Ukraine,
Luxembourg and Italy.

The "Design & Innovation Division" works in collaboration
with all the other internal functions that support the entire
Group. Guala Closures also develops exclusive partnership
projects with some of its main customers, creating innovative
and high-performance solutions to protect and enhance
its products.

Over the years, Guala Closures has developed more than
140 patents and intellectual property rights. 84 patents - of
which 14 utility models and 40 designs - are still active. The
company offers a dedicated IP (Intellectual Property) service
to protect its products and also defend its customers' brands.

In order to satisfy customers and remain competitive in its
markets, the Group has set itself the target of developing
26 new patents in the period 2016 - 2020.

To achieve this goal, our teams concentrate their research
guided by 3 main reasons:

» Continue developing partnerships with customers to
generate new solutions ;

» Anticipate regulations ;
» Fighting counterfeiting.

In 2016, 3 patents were registered, 6 in 2017, 6 in 2018,
for a total of 15.

To continue to bring innovation to the markets, the Group
has consolidated the new organization of innovation teams,
with three different areas and approaches: the team "cus-
tomer requests", the team "widening and strengthening
markets - enlarging and strengthening markets" and the
team "thinking out of the box - thinking outside the box".

5.6 CUSTOMER SATISFACTION

In order to satisfy and retain its customers, the Group has
given itself four priorities:

» ensuring the health and safety of consumers ;

= be a reliable and responsible player in the supply chain ;
= ensure that orders arrive complete and on time ;

= respect the privacy of customers.

To guarantee food safety for consumers, Guala Closures
has chosen to adopt the ISO 22000 management system
as its reference framework. This international standard
is applied on a voluntary basis by parties operating in the
food sector. It guides companies in adopting management
systems that aim to ensure compliance with various mini-
mum requirements such as risk assessment, Hazard Point
Control (HACCP) and food safety. Possessing this certification
represents a guarantee of product quality and safety that
is extremely important for our customers.

The goal is to achieve ISO 22000 certification for all plants
by 2020.

At the end of 2018, 17 plants (about 60% of the Group's
plants) had obtained ISO 22000 certification, while the other
plants are continuously monitored by the Group's Quality
Assurance team. Since all products are in contact with food
must be accompanied by correct identification and technical
support documentation There were no incidents in 2018
related to product and service information.

SEDEX as we have already said stands for Supplier Ethical
Data Exchange. This non-profit organization is committed to
improving the ethical performance of supply chains. SEDEX
suppliers and members can share and manage information
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relating to labour standards, health and safety, the envi-
ronment and work ethics through a navigable platform. It is
one way to demonstrate to all our economic partners that
the company is developing its activities responsibly, taking
into account economic, human and environmental interests.

SEDEX accreditation allows the Group to highlight the
commitment of all plants to respect human rights and not
to adopt child labour practices.

The objective of the Guala Closures Group was to accredit
100% of its plants (27) to SEDEX by 2017 and this has been
achieved. During 2018, the two plants in Bulgaria were
combined into one, which is why there are 26 rather than
27 SEDEX accredited plants for 2018. New installations
(Nairobi, Darwhad and UCP) will be added in 2019.

Five audits were carried out in 2018 under the SMETA au-
dit methodology. The auditors conducted audits covering
all aspects of responsible business practice, covering the
four pillars of SEDEX: Work Standards, Health and Safety,
Environment and Ethics at Work.

A key point for customers is the delivery of the right amount
of goods requested (In Full) respecting the deadline of the
customer (On Time). OTIF (On Time In Full) has become a

key performance indicator for the entire Group and is moni-
tored every month. All efforts are undertaken to constantly
improve and achieve a score of 100% correct quantities and
delivered on time.

By 2022, the Group wants all Business Units to achieve an
OTIF score above 95%.

In 2018, the On Time In Full indicator reached 88.9% for the
Group, calculated on the basis of the OTIF weighted averages
of each plant. The score improved by 5% compared to 2015.

With regard to customer privacy, as described in the Group's
Code of Ethics, the Company's employees, those responsible
for orin charge of processing personal and sensitive data in
accordance with current legal provisions on privacy, must
scrupulously comply with the instructions received from
the Company in this regard and, in any case, are required to
treat personal data in the most appropriate way to protect
the legitimate expectations of those concerned regarding
their confidentiality and security.

In 2018, the Group did not record any substantiated complaints
relating to breaches of privacy and loss of customer data.

INDICATORS 2018 2017
On Time In Full delivery (OTIF) in % 88.9% 86.6%
Number of SEDEX accredited establishments 26/29 27/27
Number of ISO 22000 certified establishments 17/29 15/27
Number of complaints regarding breaches of privacy and loss of customer data 0 Not available
Number of incidents of non-compliance with product and service information on labelling 0 Not available
Number of incidents of non-compliance with information on products and services in communication activities 0 Not available

Perspective: in order to pursue the good progression of the On
Time In Full score over the years, training and monitoring will
continue to be the key elements.

To support plants in implementing their ISO 22000 mana-
gement system, the Group aims to help them monitor action
plans and support those preparing for ISO 22000 certification.
An ambitious certification programme is planned with seven
plants in 2019 and the last ones in 2020.

As for the new plant in India integrated into the Group in 2018,
it will be accredited Sedex in 2019 as well as Kenya and UCP
(UK). For all Sedex accreditations, the Group will ensure that
the data of the sites linked to Sedex are updated and will work
on new "Smeta” audits.

5.7 PROCUREMENT PRACTICES

Guala Closures consumes large quantities of materials for
the production of its closures: in particular over 48,000
tonnes of aluminium, most of which is prepared by the
Magenta plant through the treatment of aluminium coils
and cutting into sheets before being decorated in the
subsequent lithographic phases and then sorted among
the various Business Units. Poland, Ukraine, South

Africa, Argentina and Australia also purchase part of
their share of the aluminium used from local suppliers.
The Group also consumes more than 46,000 tons of plastic
of different types (PET, PP, PC, etc.). For these purchasing
activities a centralised control of the purchase prices is in
operation while the supply is done at local level. For liners
there is a global agreement with a supplier covering all the
Group's plants except Poland and the UK, which are supplied
by local producers.

Guala Closures applies a policy of being rooted in the ter-
ritory that involves local suppliers, always and in any case
in compliance with the Group's ethical and social policies.

The purchasing processes are based on the search for
maximum competitive advantage for Guala Closures and
the granting of equal opportunities for each supplier. They
are also based on pre-contractual and contractual behaviour
oriented towards an indispensable and reciprocal loyalty,
transparency and collaboration.

Guala Closures Group develops a responsible purchasing
approach with a win-win relationship. Increasingly integrate
social or environmental criteria into supplier choices.
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In any case, if the supplier, in carrying out its activities for
Guala Closures, adopts behaviour that is not in line with the
general principles of the Code of Ethics, Guala Closures will
still have the right to adopt adequate measures that may
also preclude the supplier from any other opportunity for
collaboration.

The Group is located in 22 countries and is committed to
ensuring that the activities of its factories or sales offices
are also profitable for the territory in which it operates. For
this reason, it develops a policy of rooting in the territory
that involves local employment both directly through its
employees, and through its subcontractors and suppliers.
Therefore, local sourcing is another aspect of the responsible
purchasing process.

Many of the purchases of raw materials (such as plastics,
aluminium, liners and paints) are centralised and are made
on an international market.

Raw materials (plastic and aluminium), gaskets, inks and
paints have been identified as strategic suppliers, as they
are the basis of the production process. Transport was also
considered strategic because of the criticality of service
costs and environmental impact.

NUMBER OF o
PRODUCT SECTOR STRATEGIC /"'?L'J:REI\)I(S\EENSE
SUPPLIERS
Aluminium 5 21.27
Plastic 11 8.21
Inks and varnishes 5 2.61
Shipments and 7 209
transports
Packaging 4 1.04

The figures shown refer to the perimeter of Guala Closures Spa

In 2018, Business Units increasingly purchased products and
services from local suppliers. For some Business Units (e.g.
Argentina, Brazil, South Africa and the UK), local purchases
account for more than 70%.

Perspectives: Guala Closures is committed to including more
stringent requirements regarding environmental and social
aspects in the assessment and qualification of suppliers, and
to monitoring the supply chain by means of qualitative and
quantitative indicators.

ANTI-COMPETITIVE BEHAVIOURS

The Group's ethical and social policy completes its Code of
Ethics. Through this policy, the Group wants its suppliers,
the external community and other stakeholders involved in
the supply chain to be aware of the aspects of corporate
integrity and sustainable development. This means ensuring
ethical aspects in the management of relations with sup-
pliers; avoiding any potential act of corruption, intimidation
or fraud against suppliers; not exploiting or discriminating
against members of the external community; listening to
suggestions, expectations and requests from the external
community and other members of the supply chain.

The Group intends to conduct its business relations with the
utmost respect for its customers, suppliers and competi-
tors. He is careful that no one engages in anti-competitive
practices. In fact, the Code of Ethics stresses that the Group
"intends to protect the value of fair competition by refraining
from collusion, predatory behaviour and abuse of a dominant
position. In its dealings with customers and suppliers, the
Company undertakes to comply with EU and national laws
that protect competition and to deal with markets exclusively
on the basis of the quality of its products and services. The
Company intends to avoid that any agreement or conduct
undertaken in its name and/or on its behalf could constitute
an unlawful restriction of competition. Recipients must act
accordingly, complying with the provisions and indications
contained in the Antitrust Compliance Policy and consulting,
in the event of doubt, the Group's Legal and General Affairs
Department".

In 2018, a plan to raise awareness of corruption and conflicts
of interest was implemented in most of the Group's plants,
involving top, senior and middle managers, as well as the
employees concerned. 63% of the Business Units have
undertaken awareness-raising actions. 764 managers,
employees and other employees received information on
these issues, of whom146 received dedicated training.

During 2018, the Group identified an episode of corruption
in South Africa. Since the perpetrator of the bribery had
already left Guala Closures before the fraud was discovered,
the matter was referred to the local police services. The
supplier using unfair business practices was removed from
the Business Unit's supplier list.

During the year, the Company did not detect any case of
anti-competitive behaviour.
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The Code of Ethics also explicitly states that "no form of gift public officials, auditors, directors of Guala and its subsidiaries,
that can even be interpreted as exceeding normal commercial or auditors or their families that may influence the independence

courtesy practices or in any case aimed at obtaining favourable of judgment or induce to ensure any advantage is prohibited'.
treatment in the conduct of any activity connected with Guala

is permitted. In particular, any form of gift to Italian or foreign

Total number of informed employees 621
Managers and employees informed in % 31%
Informed employees in % 47%
Total number of employees with training 143
Managers trained in % 36%
Employees trained in % 64%
Number of confirmed cases of corruption 1

Number of legal actions for anti-competitive behaviour 0
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6_INFORMATION NOTE

The consolidated non-financial statement of the Guala
Closures Group (hereinafter also referred to as the "De-
claration"), prepared in accordance with Articles 3 and &4
of Legislative Decree no. 58/1998, has been amended as
follows 254/2016 (hereinafter also referred to as the "De-
cree") and subsequent amendments, contains information
relating to environmental, social and personnel issues,
respect for human rights and the fight against corruption,
to the extent necessary to ensure an understanding of the
activities carried out by the Group, its performance, results
and impact produced by the same. This consolidated non-fi-
nancial statement, in accordance with the provisions of
Article 5, paragraph 3, of Legislative Decree No. 58/1998, is
a statement of intent and purpose. 254/2016, is a separate
report from the "Director’s report of 2018 Annual Report"
relating to the Group's 2018 Financial Statements, but an
integral part of the same. Guala Closure Group thus confirms
its commitment to sustainability reporting undertaken in
2011, considering it essential not only to adopt policies to
protect material non-financial issues, but also to share the
approach with its stakeholders.

The Declaration, approved by the Board of Directors on
19 March 2019, was prepared in accordance with the GRI
Sustainability Reporting Standards defined in 2016 by the
GRI-Global Reporting Initiative, according to the "Core" option.
The GRI Standards, which to date are the most widely used
and internationally recognised standards for non-financial
reporting, have been adopted as the "reference standard"
by Guala Closures Group to comply with the requirements
of the Decree. In order to facilitate the reader in tracing the
information in the document in the appendix is given the
GRI Content Index where the GRI indicators associated with
each material topic are represented.

The non-financial reporting presented in the Declaration
reflects the principle of materiality or relevance, an element
envisaged by the reference legislation and characterising
the GRI Standards: the issues dealt with in the Declaration
are those which, following an analysis and assessment of
materiality, described in paragraph 2.2 of this document,
have been identified as significant in that they are able to
reflect the social and environmental impacts of the Group's
activities or to influence the decisions of its stakeholders.
In order to ensure the reliability of the data, the use of
estimates has been limited, as far as possible, which, if
present, are based on the best available methodologies
and appropriately reported.

6.1 REPORTING PERIMETER

Guala Closures S.p.A. (the "Company" or the "Parent Com-
pany") (formerly Space4 S.p.A.) was incorporated by Space
Holding S.r.l. on 19 September 2017 under the name Spaces
S.p.A., a vehicle that constituted a Special Purpose Acquisi-
tion Company (SPAC) under Italian law, in the form of a SIV

(Special Investment Vehicle) pursuant to the Regulations
of the Italian Stock Exchange, with trading on the Stock
Exchange commencing on 21 December 2017.

On 31 July 2018 SPAC Space4 S.p.A. acquired Guala Clo-
sures S.p.A., the parent company of the Guala Closures
Group (respectively the "Guala Closures Pre-Merger" or
the "Guala Closures Pre-Merger Group") and, on 6 August
2018, merged Guala Closures S.p.A.. Space4 S.p.A. has also
taken on the name of "Guala Closures S.p.A!" following this
transaction and the Group that refers to Space4 S.p.A. has
taken on the name of "Guala Closures Group"

Guala Closures S.p.A. is a joint-stock company governed by
the laws in force in Italy and registered with the Company
Register Office of Alessandria, with registered office in Spi-
netta Marengo (Alessandria), via Rana 12, industrial zone D6.

The qualitative and quantitative information contained in
the Consolidated non-financial statement refers to the
Group's performance for the year ended 31 December 2018.
As provided for by the Legislative Decree 254/2016, art. 4,
this consolidated non-financial statement includes the data
of the parent company and its subsidiaries consolidated on
a line-by-line basis. Any limitations to this perimeter are
appropriately indicated in the document. In order to allow
comparability of the data over time, a comparison with
the 2017 data has been included, where possible, with
the exception of the staff data, the details of which were
collected for the first time in 2018.

The scope of the economic data is the same as that of
the 2018 Consolidated Financial Statements, including all
the Group's operating units. Not included are the Scottish
UCP plant acquired on 12 December 2018 and the Kenyan
plant not yet in production in 2018. The figures for human
resources may differ from those given in the Management
Report. The reason for this difference is that the two plants
UCP and Kenya have not been included, as they are not yet
part of the sustainability programme

6.2 REPORTING PROCESS

The Declaration was managed by the Quality, Sustainability
and Continuous improvement Group director as well as by
those responsible for each of the issues involved: Human
Resources, Product Research and Innovation, Purchasing.
The data collection process was coordinated by the cor-
porate CSR team and the CSR managers of the Business
Units. The information was consolidated and verified by the
corporate CSR team. CIS-Tool, Guala Closures' CSR reporting
software is used monthly for reporting. To complete the
data collection, a diversity survey was carried out in 2018,
specific questionnaires were sent to the BUs and interviews
were conducted.

Currently, data on indicators are collected monthly, quarterly

CONSOLIDATED NON-FINANCIAL STATEMENT AS PER LEGISLATIVE DECREE 254/2016

42



or annually basis depending on the type of indicator. Each
Business Unit sends its data to the Corporate CSR team,
which controls and groups the information in a report. In
addition, the central team collects annually all information
about actions and initiatives taken at the local level in order
to prepare the annual report.

The new software, called CIS-Tool, automates and optimizes
the data collection process. The software is distributed and
used worldwide. Most plants have received training in the
use of CIS -Tool, and the 2018 reporting campaign was
implemented with this software.

This document is the first non-financial statement prepared
by the Group and approved by the Board of Directors on
19 March 2019. The designated entity authorised to carry
out the audit of this consolidated non-financial statement
is KPMG S.p.A., which expresses, in a separate report, a
certification of the conformity of the information provided
pursuant to Article 3, paragraph 10, of Legislative Decree
No. 231/2001. 254/2016. The audit was carried out in
accordance with the procedures indicated in the section
of this document entitled "Independent Auditors' Report"

6.3 CALCULATION METHODS

Direct and indirect emissions are evaluated and classified
according to the GHG Protocol method:

= Scope 1: Direct use of fuels, transport of goods and people
by own means, leakage of refrigerant gases

= Scope 2: Direct use of electricity (excluding grid losses)

= Scope 3: Fuel production, electricity grid losses, consumption
of raw materials, transport of goods and by means not
owned by the company, but only company cost (excluding
transport whose cost is borne by the supplier/customer),
hazardous waste management and not in terms of dis-
posal and recycling.

In the calculation of emissions, the following cut-offs have
been applied downstream of the calculation, excluding
non-significant items that in aggregate contribute to 0.85%
of the final emissions.

Specifically, they were excluded:

= Scope 1: use of machines and company buses, with a total
contribution of 0.049%.

= Scope2: no exclusion

» Scope 3: adhesive tape, metal and plastic ties, labels,
with a contribution of 0.037%; phosphoric acid, glue and
bicarbonate enamels, with a total contribution of 0.201%;
cars, buses not owned and used for the movement of
people and business travel by train and air, with a total
contribution of 0.607%

The emission factors used for the emission calculations
are as follows:

ELECTRICITY FUELS, WATER RAW MATERIALS (INCLUDING PACKAGING) TRANSPORT, WASTE

Re-DISS, 2016

European Aluminium Association (EAA), 2010

IEA, 2015

Ecoinvent 2.2

IEA, 2016 Ecoinvent 2.2

European Corrugated Packaging Association (FEFCO), 2015

Ecoinvent 2.2

IEA 2017

Industry data 2.0
World Steel Association, 2011

The market-based approach for calculating indirect emissions
(Scope 2) requires the use of emission factors defined on
a contractual basis with the electricity supplier. Given the
absence of specific contractual agreements (e.g. purchase
of Guarantee of Origin certificates), the emission factors
relating to the national residual mix were used.

To calculate NOx emissions, the factors derive from the
sampling of post-combustion plants, where the monitoring
is carried out following the general forecasts defined by the
UNICHIM 158/1988 method, with particular reference to the
use of the specific method UNI EN 14792:2017 (Spinetta)
or UNI 10878 (Magenta). In other plants, on the other hand,
the methodology required by ISO 10849 is followed.

As far as the internal consumption of the organization is

concerned, the table shows the conversion factors used for
the changeover from m’/I/kg to GJ.

TOTAL POWER CONSUMPTION (GJ)

Electricity kWh 0.0036
Diesel liters 0.03771
LPG kg 0.05
Propane kg 0.05
Natural gas sm’ 0.03884
Diesel liters 0.03597

6.4 CONTACTS

Guala Closures Group
Legal and administrative office:

Via Rana, 12 - industrial zone D/6 - 15122 Spinetta Ma-
rengo - Alessandria

Subscribed share capital €68,906,646 fully paid-up

Tax Code and Company Register No. 10038620968

We have tried to make this first Consolidated non-financial
statement clear, precise, effective and understandable.
Your opinion and suggestions for improving it are welcome
to improve it. We invite you to report them to us by writing
to: mmittino@gualaclosures.com
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6.5 GRI CONTENT INDEX

GRI REFERENCE SECTION /
oTANDARD | DESCRIPTION S TERNAL DO SIS S

General Standards

102 - GENERAL DISCLOSURES
PROFILE OF THE ORGANISATION

102-1

102-2

102-3

102-4
102-5
102-6

102-7

102-8
102-9

102-10

102-11

102-12
102-13

STRATEGY

Name of the organisation

Activities, brands, products, and services (Compliance
programs

laws and voluntary codes relating to marketing activities)
Location of headquarters

Location of operations
Ownership and legal form

Markets served
Scale of the organization

Information on employees and other workers

Supply chain

Significant changes to the organization and its supply chain

Precautionary Principle or approach

External initiatives

Membership of associations

Part. 1.2 Page 5-8

Part. 1.2 Page 5-8

Spinettas Marengo - Alexandria
(Italy)

Part. 1.1 Page 4
Part. 1.3 Page 9
Part. 1.2 Page 7

Part. 1.1 Page 4, Part. 1.2 Page 5-7,
Part. 4.4 Page 31 GCG Financial
Report

Part. 4.4 Page 31-32
Part. 5.7 Page 39-41

Part. 5.7 Page 39-41
GCG Financial Report

Part. 1.4 Page 11-14, Part. 2.7
Page 21-22

Part. 1.4 Page 11
Part. 1.2 Page 17

102-14

102-15

Statement from senior decision-maker

Key impacts, risks, and opportunities

ETHICS AND INTEGRITY

Part. 1 Page 3

Part. 1.4 Page11-14, Part.1.2 Page
15-16, Par 2.4 Page18-19, Part.
3.1 Page 23, Part. 4.1 Page 30

102-16

Values, principles, standards, and norms of behavior

GOVERNANCE

Part. 2.6 Page 21, Part. 5.8 Page
40-41

102-18

Governance Structure

STAKEHOLDER ENGAGEMENT

Part. 1.3 Page 9-11, Part. 2.5 Page
20

102-40
102-41
102-42
102-43

102-44

List of stakeholder groups
Collective bargaining agreements
Identifying and selecting stakeholders

Approach to stakeholder engagement

Key topics and concerns raised

Part. 2.3 Page 16-17
Part. 4.6 Page 34

Part. 2.3 Page 16-17
Part. 2.3 Page 16-17

Part. 2.2 Page 15-16, Part. 2.3
Page 16-17

REPORTING PRACTICES

102-45

102-46

102-47

102-48

102-49

102-50

Entities included in the consolidated financial statements
Defining report content and topic Boundaries

List of material topics
Restatements of information
Changes in reporting

Reporting period

Part. 1.3 Page 9, Part. 6.1 Page 42
GCG Relazione Finanziaria

Part. 2.2 Page 15-16, Part. 6.2
Page 42-43

Part. 2.2 Page 15-16, Part. 2.4
Page 17-19

Part. 6.2 Page 42-43

This is the first non-financial
statement of the Group

Part. 6.1 Page 42
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102-51 Date of most recent report

102-52 Reporting cycle

102-53 Contact point for questions regarding the report

102-54 Claims of reporting in accordance with the GRI Standards
102-55 GRI Content Index

102-56 External assurance

200 - ECONOMIC
205 - ANTI-CORRUPTION

103-1 Explanation of the material topic and its Boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

205-3 Confirmed incidents of corruption and actions taken

206 - ANTI-COMPETITIVE BEHAVIOUR

This is the first non-financial
statement of the Group

Annual

Part. 6.4 Page 43
Part. 6 Page 42

Part. 6.5 Page 42-45

Part. 2.4 Page 17-19

Part. 5.8 Page 40-41, Code of
Ethics

Part. 5.8 Page 40-41
Part. 5.8 Page 40-41

103-1 Explanation of the material topic and its Boundary

103-2 The management approach and its components

103-3 Evaluation of the management approach

206-1 Legal action taken for anti-competitive behaviour, anti-trust

and monopoly practices
300 - ENVIRONMENT
301 - MATERIALS

103-1 Explanation of the material topic and its Boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

301-1 Materials used by weight or volume

301-2 Recycled input materials used

302 - ENERGY

Part. 2.4 Page 17-19

Part. 5.8 Page 40-41, Code of
Ethics

Part. 5.8 Page 40-41

Part. 5.8 Page 40-41

Part. 2.4 Page 17-19

Part. 2.7 Page 21-22, Part. 3.1
Page 23, Part. 3.2 Page 23, Part.
3.3 Page 23-24, Part. 3.4 Page 24,
Part. 3.8 Page 27-28

Part. 2.7 Page 21-22, Part. 3.1
Page 23, Part. 3.2 Page 23, Part.
3.3 Page 23-24, Part. 3.4 Page 24,
Part. 3.8 Page 27-28

Part. 3.8 Page 27-28
Part. 3.8 Page 27-28

103-1 Explanation of the material topic and its Boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

302-1 Energy consumption within the organisation
302-3 Energy intensity

302-4 Reduction of energy consumption

Part. 2.4 Page 17-19

Part. 2.7 Page 21-22, Part. 3.1
Page 23, Part. 3.2 Page 23, Part.
3.3 Page 23-24, Part. 3.4 Page 24,
Part. 3.5 Page 25

Part. 2.7 Page 21-22, Part. 3.1
Page 23, Part. 3.2 Page 23, Part.
3.3 Page 23-24, Part. 3.4 Page 24,
Part. 3.5 Page 25

Part. 3.5 Page 25
Part. 3.5 Page 25
Part. 3.5 Page 25

303 - WATER

103-1 Explanation of the material topic and its Boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

303-1 Interactions with water as a shared resource

CONSOLIDATED NON-FINANCIAL STATEM

Part. 2.4 Page 17-19

Part. 2.7 Page 21-22, Part. 3.1
Page 23, Part. 3.2 Page 23, Part.
3.3 Page 23-24, Part. 3.4 Page 24,
Part. 3.9 Page 28-29

Part. 2.7 Page 21-22, Part. 3.1
Page 23, Part. 3.2 Page 23, Part.
3.3 Page 23-24, Part. 3.4 Page 24,
Part. 3.9 Page 28-29

Part. 3.9 Page 28-29
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305 - EMISSIONS

103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19

Part. 2.7 Page 21-22, Part. 3.1
Page 23, Part. 3.2 Page 23, Part.

103-2 The management approach and its components 3.3 Page 23-24, Part. 3.4 Page 24,
Part. 3.6 Page 25-26
Part. 2.7 Page 21-22, Part. 3.1

103-3 Evaluation of the management approach gggSaZ;’ Sgttél?,%gig;z?;;gagzh,
Part. 3.6 Page 25-26

305-1 Direct (Scope 1) GHG emissions Part. 3.6 Page 25-26

305-2 Energy indirect (Scope 2) GHG emissions Part. 3.6 Page 25-26

305-3 Other indirect (Scope 3) GHG emissions Part. 3.6 Page 25-26

305-4 GHG emissions intensity Part. 3.6 Page 25-26

305-5 Emission reduction as a direct consequence of specific Part. 3.6 Page 25-26

activities and initiatives

Nitrogen Oxide (Nox), Sulphur Oxide (Sox) and other significant
emissions into the atmosphere

306 - WASTE AND DISCHARGES
103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19

Part. 2.7 Page 21-22, Part. 3.1
Page 23, Part. 3.2 Page 23, Part.

305-7 Part. 3.6 Page 25-26

103-2 The management approach and its components 3.3 Page 23-24, Part. 3.4 Page 24,
Part. 3.7 Page 27
Part. 2.7 Page 21-22, Part. 3.1
103-3 Evaluation of the management approach FEIEPE R B FEE 2 el

3.3 Page 23-24, Part. 3.4 Page 24,
Part. 3.7 Page 27

306-2 Total weight of waste by type and disposal method Part. 3.7 Page 27
307 - ENVIRONMENTAL COMPLIANCE

103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19
Part. 2.7 Page 21-22, Part. 3.1
103-2 The management approach and its components Page 23, Part. 3.2 Page 23, Part.

3.3 Page 23-24, Part. 3.4 Page 24

Part. 2.7 Page 21-22, Part. 3.1
103-3 Evaluation of the management approach Page 23, Part. 3.2 Page 23, Part.
3.3 Page 23-24, Part. 3.4 Page 24

Penalties for non-compliance with environmental laws and
regulations

400 - SOCIAL PERFORMANCE
401 - EMPLOYMENT

307-1 Part. 3.4 Page 24

103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19

Part. 2.1 Page 15, Part. 4.1 Page
30, Part. 4.2 Page 30-31, Part. 4.3

103-2 The management approach and its components Page 31, Part. 4 4 Page 31-33,
Code of Ethics
Part. 2.1 Page 15, Part. 4.1 Page
103-3 Evaluation of the management approach 30, Part. 4.2 Page 30-31, Part. 4.3

Page 31, Part. 4.4 Page 31-33

Information on employees hired
and terminated by age group is

Total number and percentage of new hires and turnover, by not currently available. The Group

HOT- age, gender and region Part. 4.4 Page 32 is committed to gathering the
necessary information for the
next financial year.

Benefits provided to full-time employees that are not
401-2 provided to temporary or part-time employees for key Part. 4.4 Page 32

activities
403 - OCCUPATIONAL HEALTH AND SAFETY

103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19
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103-2 The management approach and its components
103-3 Evaluation of the management approach
403-2 Type of accident and accident indices

Part. 2.1 Page 15, Part. 2.7 Page
21-22, Part. 4.1 Page 30, Part. 4.2
Page 30-31, Part. 4.3 Page 31,
Part. 4.5 Page 33

Part. 2.1 Page 15, Part. 2.7 Page
21-22, Part. 4.1 Page 30, Part. 4.2
Page 30-31, Part. 4.3 Page 31,
Part. 4.5 Page 33

At present, data on accidents by
gender and external collaborators
are not available. The Group is
committed to assessing the
availability and significance of
these data in the next financial
year.

Part. 4.5 Page 33

404 - TRAINING AND EDUCATION

Part. 2.4 Page 17-19

Part. 2.1 Page 15, Part. 4.1 Page
30, Part. 4.2 Page 30-31, Part. 4.3
Page 31, Part. 4.7 Page 34-35,
Code of Ethics

Part. 2.1 Page 15, Part. 4.1 Page
30, Part. 4.2 Page 30-31, Part. 4.3
Page 31, Part. 4.7 Page 34-35

Part. 4.7 Page 34-35

103-1 Explanation of the material topic and its Boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach
404-1 Average annual hours of training per employee
Competence management and lifelong learning programmes
404-2 that support the continued employability of employees and

assist them in end-of-career management

Part. 4.7 Page 34-35

405 - DIVERSITY AND EQUAL OPPORTUNITIES

103-1 Explanation of the material topic and its Boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach
Composition of governance bodies and breakdown of staff
405-1 by employee category, gender, age, membership of protected

categories and other indicators of diversity

406 - NON-DISCRIMINATION

Part. 2.4 Page 17-19

Part. 2.1 Page 15, Part. 4.1 Page
30, Part. 4.2 Page 30-31, Part. 4.3
Page 31, Part. 4.4 Page 31-32,
Part. 4.8 Page 35-36, Code of
Ethics

Part. 2.1 Page 15, Part. 4.1 Page
30, Part. 4.2 Page 30-31, Part. 4.3
Page 31, Part. 4.4 Page 31-32,
Part. 4.8 Page 35-36

Information on the distribution
of employees by age group is

not currently available. The
Group undertakes to collect the
necessary information during the
next financial year

Part. 1.3 Page 9-11, Part. 4.4 Page
31-32, Part. 4.8 Page 35-36

103-1 Explanation of the material topic and its Boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

406-1 Incidents of discrimination and action taken

408 - CHILD LABOUR

Part. 2.4 Page 17-19

Part. 2.1 Page 15, Part. 4.1 Page
30, Part. 4.2 Page 30-31, Part. 4.3
Page 31, Part. 4.8 Page 35-36,
Code of Ethics

Part. 2.1 Page 15, Part. 4.1 Page
30, Part. 4.2 Page 30-31, Part. 4.3
Page 31, Part. 4.8 Page 35-36

Part. 4.8 Page 35-36

103-1 Explanation of the material topic and its Boundary

103-2 The management approach and its components

Part. 2.4 Page 17-19

Part. 2.1 Page 15, Part. 2.7 Page
21-22, Part. 4.1 Page 30, Part. 4.2
Page 30-31, Part. 4.9 Page 36
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Part. 2.1 Page 15, Part. 2.7 Page
103-3 Evaluation of the management approach 21-22, Part. 4.1 Page 30, Part. 4.2
Page 30-31, Part. 4.9 Page 36

Operations and suppliers that could pose a risk for incidents

A08-1 involving child labour

Part. 4.9 Page 36

409 - FORCED OR COMPULSORY LABOUR

103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19
Part. 2.1 Page 15, Part. 2.7 Page 21-
103-2 The management approach and its components 22, Part. 4.1 Page 30, Part. 4.2 Page

30-31, Part. 4.9 Page 36

Part. 2.1 Page 15, Part. 2.7 Page 21-
103-3 Evaluation of the management approach 22, Part. 4.1 Page 30, Part. 4.2 Page
30-31, Part. 4.9 Page 36

Operations and suppliers that could pose a risk for accidents
related to forced or compulsory labour

413 - LOCAL COMMUNITIES

409-1 Part. 4.9 Page 36

103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19

103-2 The management approach and its components Zgrt. 2l R Tl s 0
103-3 Evaluation of the management approach ;grt. 2.1 Page 15, Part. 4.10 Page
413-1 Activities that include the involvement of local communities Part. 4.10 Page 36

416 - CONSUMER HEALTH AND SAFETY

103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19

Part. 2.1 Page 15, Part. 2.7 Page
21-22, Part. 5.1 Page 37, Par 5.2

103-2 The management approach and its components Page 37, Par 5.3 Page 37-38, Part.
5.6 Page 38-39
Part. 2.1 Page 15, Part. 2.7 Page
103-3 Evaluation of the management approach 21-22, Part. 5.1 Page 37, Par 5.2

Page 37, Par 5.3 Page 37-38, Part.
5.6 Page 38-39

Percentage of product and service categories for which health
and safety impacts are assessed

418 - CONSUMER PRIVACY
103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19

Part. 2.1 Page 15, Part. 2.7 Page
21-22, Part. 5.1 Page 37, Par 5.2
Page 37, Par 5.3 Page 37-38, Part.
5.6 Page 38-39, Code of Ethics

Part. 2.1 Page 15, Part. 2.7 Page
21-22, Part. 5.1 Page 37, Par 5.2
Page 37, Par 5.3 Page 37-38, Part.
5.6 Page 38-39

416-1 Part. 5.6 Page 38-39

103-2 The management approach and its components

103-3 Evaluation of the management approach

Complaints about breaches of consumer privacy and loss of
consumer data

419 - SOCIO-ECONOMIC COMPLIANCE

418-1 Part. 5.6 Page 38-39

103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19
103-2 The management approach and its components Part. 2.1 Page 15, Part. 2.6 Page 21
103-3 Evaluation of the management approach Part. 2.1 Page 15, Part. 2.6 Page 21
During the reporting period, the
Significant monetary and non-monetary sanctions for non- Group did not receive significant
419-1 compliance with laws and regulations in the socio-economic sanctions for non-compliance with
area laws or regulations in the socio-

economic area
N/A - USE OF HARMFUL SUBSTANCES

103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19

OB The management approach and its components TS 22 B o IR et/ P
& PP P 21-22, Part. 3.4 Page 24

Part. 2.1 Page 15, Part. 2.7 Page
21-22, Part. 3.4 Page 24

1033 Evaluation of the management approach
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N/A - EMPLOYEE EMPOWERMENT

103-1 Explanation of the material topic and its Boundary Part. 2.1 Page 15, Part. 2.6 Page 21
103-2 The management approach and its components Part. 2.1 Page 15, Part. 2.6 Page 21
103-3 Evaluation of the management approach Part. 2.1 Page 15, Part. 2.6 Page 21
103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19

103-2 The management approach and its components Part. 5.5 Page 38

103-3 Evaluation of the management approach Part. 5.5 Page 38

103-1 Explanation of the material topic and its Boundary Part. 2.4 Page 17-19

103-2 The management approach and its components Part. 5.4 Page 38

103-3 Evaluation of the management approach Part. 5.4 Page 38
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KPMG S.p.A.

Revisione e organizzazione contabile
Corso Vittorio Emanuele 11, 48

10123 TORINO TO

Telefono +39 011 8395144

Email it-fmauditaly@kpma.it

PEC kpmgspa@pec.kpmg.il

(Translation from the [talian original which remains the definitive version)

Independent auditors’ report on the consolidated non-
financial statement pursuant to article 3.10 of Legislative
decree no. 254 of 30 December 2016 and article 5 of the
Consob Regulation adopted with Resolution no. 20267 of
18 January 2018

To the board of directors of
Guala Closures S.p.A.

Pursuant to article 3.10 of Legislative decree no. 254 of 30 December 2016 (lhe
"decree") and article 5 of the Consob (the Italian Commission for listed companies and
the stock exchange) Regulation adopted with Resolution no. 20267 of 18 January
2018, we have been engaged to perform a limited assurance engagement on the 2018
consolidated non-financial statement of the Guala Closures Group (the "group")
prepared in accordance with article 4 of the decree and approved by the board of
directors on 19 March 2019 (the "NFS").

Responsibilities of the directors and board of statutory auditors ("Collegio
Sindacale") of Guala Closures S.p.A. (the "parent”) for the NFS

The directors are responsible for the preparation of a NFS in accordance with articles 3
and 4 of the decree and the "Global Reporting Initiative Sustainability Reporting
Standards” issued in 2016 by GRI - Global Reporting Initiative (the "GRI Standards").

The directors are also responsible, within the terms established by the Italian law, for
such internal control as they determine Is necessary to enable the preparation of a
NFS that is free from material misstaternent, whether due to fraud or error,

Moreover, the directors are responsible for the identification of the content of the NFS,
considering the aspects indicated in article 3.1 of the decree and the group’s business
and characteristics, to the extent necessary to enable an understanding of the group’s
business, performance, results and the impacts it generates.

The directors’ responsibility also includes the design of an internal model for the
management and organisation of the group's activilies, as well as, with reference to the
aspects identified and disclosed in the NFS, the group's policies for the identification
and management of the risks generated or borne.

The Collegio Sindacale is responsible for overseeing, within the terms established by
the ltalian law, compliance with the decree's provisions.

Soould per sz
Capilaly socale
Futn 10345 200,00 1 v
#ncona Aasks Ban Dugams Ragsio imprase Miano o
Bafagns Boleass Brescia Codcs Fiscale N 0070600159
Calania Come Faegnze Genova REA Miano N 312847
Lecca Milana Mapok Movaa Partiln W& DOTORSO0159
KPMG 5 p A, & una socola per azsrm di deiita dallana @ 15 il da Padova Palama Pama Peruga AT aumbor (TOIMIIS00153
natwark KFMIG & endld indgeendant allila 3 KPWIG Internalional Pocars Rara Toukseg Trissic G egc: Voo Vi Piaan. 28
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Guala Closures Group
Indepandent suditors” report
31 Decamber 2018

Auditors’ independence and quality control

We are independent in compliance with the independence and all other ethical
requirements of the Code of Ethics for Professional Accountants issued by the
International Ethics Standards Board for Accountants, which is founded on
fundamental principles of integrity, objectivity, professional competence and due care,
confidentiality and professional behaviour. Our company applies International Standard
on Quality Control 1 (ISQC Italia 1) and, accordingly, maintains a system of quality
control including documented policies and procedures regarding compliance with
ethical requirements, professional standards and applicable legal and regulatory
requirements.

Auditors’ responsibility

Our responsibility is to express a conclusion, based on the procedures performed,
about the compliance of the NFS with the requirements of the decree and the GRI
Standards. We carried out our work in accordance with the criteria established by
“International Standard on Assurance Engagements 3000 {revised) - Assurance
Engagements other than Audits or Reviews of Historical Financial Information” ("ISAE
3000 revised™), issued by the International Auditing and Assurance Standards Board
applicable to limited assurance engagements. This standard requires that we plan and
perform the engagement to obtain limited assurance aboutl whether the NFS is free
from material misstatement. A limited assurance engagement is less In scope than a
reasonable assurance engagement carried out in accordance with ISAE 3000 revised,
and consequently does not enable us to obtain assurance that we would become
aware of all significant matters and events that might be identified in a reasonable
assurance engagement,

The procedures we performed on the NFS are based on our professional judgement
and include inquiries, primarily of the parent’s personnel responsible for the
preparation of the information presented in the NFS, documental analyses,
recalculations and other evidence gathering procedures, as appropriate.

Specifically, we carried out the following procedures:

1. Analysing the material aspects based on the group's business and characteristics
disclosed in the NFS, in order lo assess the reasonableness of the identification
process adopted on the basis of the provisions of article 3 of the decree and taking
into account the reporting standards applied.

2. Analysing and assessing the identification criteria for the reporting scope, in order
to check their compliance with the decree.

3. Comparing the financial disclosures presented in the NFS with those included in
the group's consolidated financial statements.

4. Gaining an understanding of the following:

- the group's business management and organisational model, with reference to
the management of the aspects set out in article 3 of the decree:

the entity's policies in connection with the aspects set out in article 3 of the
decree, the achieved results and the related key performance indicators;

- the main risks generated or borne in connection with the aspects set out in
article 3 of the decree.
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Independent auditors’ report
31 Dacembar 2018

Moreover, we checked the above against the disclosures presented in the NFS and
carried out the procedures described in point 5.a).

5. Understanding the processes underlying the generation, recording and
management of the significant qualitative and gquantitative information disclosed in
the NFS.

Specifically, we held interviews and discussions with the parent's management
personnel and personnel of Guala Closures Australia Pty Ltd., Guala Closures
Mexico, 5.A. de C.V, and Guala Closures India Pvt Ltd . We also performed
selected procedures on documentation to gather information on the processes and
procedures used to gather, combine, process and transmit non-financial data and
information to the office that prepares the NFS.

Furthermare, with respect to significant information, considering the group's
business and characteristics:

- at parent and subsidiaries level:

a) we held interviews and obtained supporting documentation to check the
qualitative information presented in the NFS and, specifically, the business
model, the policies applied and main risks for consistency with available
evidence,

b) we carried out analytical and limited procedures to check the correct
aggregation of data in the quantitative information;

. we visited Guala Closures S.p.A. (Spinetla Marengo site), Guala Closures
Australia Pty Ltd. (Melbourne site), Guala Closures Mexico, S.A. de C.V. (S.J.
Iturbide site) and Guala Closures India Pvt Ltd (Goa site), which we have
selected on the basis of their business, contribution to the key performance
indicators at consolidated level and location, to meet their management and
obtain documentary evidence supporting the correct application of the
procedures and methods used to calculate the indicators.

Conclusion

Based on the procedures performed, nothing has come to our atlention thal causes us
to believe that the 2018 consolidated non-financial statement of the Guala Closures
Group has not been prepared, in all material respects, in accordance with the
requirements of articles 3 and 4 of the decree and the GRI Standards.

Other matters
The 2017 comparative figures presented in the NFS have not been examined.

Turin, 28 March 2019

KPMG S.p.A.
{signed on the original)

Roberto Bianchi
Director of Audit
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