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Letter from the Chairperson

[ 1TV Lwt Ow{ hbQ{ [9¢¢COwW

Dear Stakeholders,

2021 was a year of sustained recovery. Our working culture across all levels has paved the way for

exceptional results compared to the previous yeand which even beat 2019.

In terms of acquisitiofed growth, in Q3 2021 we completed the acquisition of the NGA product line
electronic valves for gas storage water heaters from the US company Emerson Electric Co. The acquisition
covers the product and the related patents an@@R dzOG A 2y f Ay Sas (G2 o06S Ayadl ff

in Monterrey (Mexico).

The SIT share saw sustained growth over the first ten months of the year, closing up 6asb-year.
The share performance directly reflects the quality of our work thiedcapacity of our team to convert it

into value.
HAHMQA YIFAY AYAGAFGAOSA 6SNB F20dzaSR 2y 2dzad GKIF G

We remain committed with a great sense of responsibility to our role as an enabler ehtfrgy and
ecological transition. We play a role into equallimportant areas: the development of alternatives to
natural gas for heating homes and the control and limiting of the wastage of a precious but scarce
resource: water. Interms of the former, we are working on hydrogen alongside leading global eaterpris
and a range of institutions. During 2021, we unveiled the world's first 100% hydrogen residential meter
to achieve MID (Measuring Instrument Directive) certification, valid throughout the European Union, the
UK and many countries outside the EU. Théameas installed in 100% green hydrogeperated homes

built in Gateshead, northern England, and was presented at the COP26 conference in Glasgow.

2021 Annual Financial Report
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Water has become a key part of our development strategies within the metering division. With Janz, a
well-egablished Portuguese operator who joined the group at the end of 2020, we entered the water

meter market with a focus on value creation and the protection of the natural resource. 2021 was a key

year for the quick integration of Janz with the smart metgrtechnological expertise of MeteRSit in the

3ra aSO0G2NE 6AGK GKS 3J2Fft 2F FRRAY3I aYINI 6FGSN Y

to water efficiency.

It was truly a very busy year in which we were involved on the one hand inamag\profitability and on

the other in pursuing those strategic initiatives which will key to SIT's future.

The Group can rely on a solid business model focused ortdomgsustainable value creation, with a
strong management team the televel governace of a highly capitalised Italian enterprise. The issues
related to the energy transition and the sustainable consumption of natural resources ensure solid growth
prospects for the coming years, with demand supported by incentiwgthout forgetting the interesting

hydrogen economy opportunities.

I remain truly convinced that the ability to generate value should be assessed over tHetondput built

day-by-day.

CSRSNARO2 RSQ {GSTFIya
Chairperson & Chief Executive Officer

SIT S.p.A.
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Mission
oOur commitment is to create smart solutions for climate control and consumption measurement for a

more sustainable world ®

Vision
G¢2 06S NBO23IyAasSR | a
Syez2eé G(G(KS 22dz2NYySeHOU¢

Values

CUSTOMER ORIENTATION

Everyone at SIT aims to fulfil and excee

customer expectations. Whether external or

internal, the customer is our compass

LEAD BY EXAMPLE

SIT is a leadan the markets where it operates.
Our people are courageous and confident ani
lead by example in every aspect of their day

to-day work

LEAN

No frills. We act quickly and do not miss
RSIRtAySao 2S5 RSt AQSI

Dwh'! t Qf

SUSTAINABILITY

A sustainable company for the stakeholders.

Sustainable products for thenvironment. A
sustainable worklife balance for the

CINOEES

TECHNOLOGY

We master technology and look ahead,
supporting our customers with statef-the-
art solutions and stimulating innovation

through collaboration

PASSION

Passionate commitment is part of daily life at
every organisational level. Accountability and
engagement are rewarded, well aware that

mistakes provide opportunities for growth

aL{{LhbzZ

+L{Lh
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COMPOSITION OF THE CORPORATE BOARDS

Board of Directors*

Federico de Stefani Chairperson and Chief Executive Officer

Chiara de Stefani Director

Attilio Francesco Arietti Director

Fabio Buttignon ** Independent Director

Bettina Campedelti* Independent Director and Lead Independent Director
Carlo Malacarne ** Independent Director

Lorenza Morandini ** Independent Director

Board of Statutory Auditors*

Matteo Tiezzi Chairperson

Saverio Bozzolan Statutory Auditor
Loredana Anna Conidi Statutory Auditor
Barbara Russo Alternate Auditor
Alessandra Pederzoli Alternate Auditor

Independent Audit Firm

Deloitte & Touche S.p.A.

Internal Control, Risks and Sustainability Committee

Bettina Campedelli ** Chairperson
Lorenza Morandini ** Member
Carlo Malacarne ** Member

RelatedParties Committee

Bettina Campedelli ** Chairperson
Fabio Buttignon ** Member
Carlo Malacarne** Member

Remuneration Committee

Carlo Malacarne ** Chairperson
Fabio Buttignon ** Member
Bettina Campedelli** Member

F CKS . 2FNR 2F S5ANBOG2NAE FyR GKS .21 NR 2F (G (dzii 2NE  lemdzAnibBcddnt] thé dpiroval aithie 2032 idhial Azdbunts.K S { K+ NBK 2

** Independent directors.
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GROUP STRUCTURE

HEATING DIVISION

METERING DIVISION

100%
| Sit Controls Tunisia
S.ua.rl. (Tunisia)

100%

SIT Manufacturing
(Suzhou) Co.Ltd (China)
} e SIT Gas Controls Pty Ltd
(Australia)

100% [ sirMetering S.r..

100%

" (1taly)

100 %

JANZ-Contagem
de Fluidos, S.A. (Portugal)

24.9%

-G e Gestio

Metersit Romania Srl
(Romania)

Metersit UK LTD
{United Kingdom)

100% SIT Controls BV
(Netheriands)
3% SIT Romania Srl s
(Romania)
5% .| SIT Controls Deutschland 95%
GmbH (Germany)
5%
SIT Controls CR, sro 95%
(Czech Republic)
i Plast AlfinS.ar. L 5%
(Tunisia)
%
SIT Argentina S.r.l.
(Argentina)
10%

100%
SIT Controls USA, Inc.
(usa)
o0 v
SIT Controls Canada, Inc.
(Canada)

SIT Manufacturing N.A. SA
de OV (Mexico)

L=

SIT de Monterrey SA de
CV (Mexico)

Conthidra S.L.
{Spain)

I Production ste [} Commercal company [ Water Metering
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The SIT Group

The SIT Group develops and manufactures -pigicision instruments for the measurement of

consumption and the safety, comfort and performance of domestic gas appliances.
The Group comprises two divisions:

A Heating: produces and distributes components aystsms for the control, regulation and safety
of gasbased domestic heating and cooking and catering equipment and home appliances.

A Metering: manufactures and distributes smart gas meters which more accurately measure gas
and water consumption and featuntrol and safety (including remote) functionality.

The Group operates in the Heating sector through the following companies:

A SIT S.p.A is the parent company of the SIT Group and undertakes R&D and commercial and
sales operations, while also providingrange of industrial and support services to the
manufacturing and distribution companies. SIT has a number of production units involved in
precise machining, fitting and assembly for the manufacturing of mechanical controls,
integrated systems, electricria and smoke exhaust kits;

A SIT Controls B.V. (Netherlands) produces electronic safety and control boards for heating
appliances for the European market and, in particular, condensing boilers for the Central

Heating market. It distributes the products ofhetr Group companies to local customers;

>\

SIT Controls Deutschland GmbH (Germany) is a sales agent for a number of Group companies;

>

SIT Controls CR s.r.0. (Czech Republic) is a sales agent for a number of Group companies;
SIT Romania S.r.l. (Romania), baiseBrasov in Romania, is engaged in the assembly and
testing of mechanical controls, electric fans and integrated domestic gas equipment control
systems.

A SIT Manufacturing N.A.S.A. de C.V. (Mexico) is a specialised Direct Heating and Storage Water
Heatingsystems manufacturing facility, principally for the American and local markets. The
company mainly works with endustomers, using, for the American market, the agency
services provided by SIT Controls U.S.A. Inc., while on the Australian and Asian nsangets

local Group companies/distribution entities;

2021 Annual Financial Report
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>\

SIT de Monterrey S.A de C.V. (Mexico) provides services to the parent company SIT
Manufacturing N.A.S.A. de C.V,;
SIT Controls U.S.A. Inc. (USA) is a sales agent for Group products on the US market;

> >

SIT Controls Canada Inc. (Canada) is @ageabt of SIT Controls USA on the Canadian market;

>\

SIT Gas Controls Pty Ltd, based in Melbourne (Australia), oversees the distribution of SIT

products on the local market and some countries in the region;

A SIT Manufacturing Suzhou Co. Ltd (China) is a manufacturer of mechanical controls, satisfying
local maket demand- both in terms of local customers and the local branches of European
manufacturers. The company distributes its own products and those of other Group
companies on the local market;

A SIT (Argentina) S.r.I. manages the import of SIT productshiategion.

A Plast Alfin S.a.r.l. (Tunisia), acquired during 2020, operates in the manufacturing of plastics
for components used in the production of exhaust kits;

A Sit Controls Tunisia S.u.a.r.l (Tunisia), set up in late 2020 and currently in thepgthdse,

will become a new production site for components and finished products.

The Group operates in the Metering division through the following companies:
9 Sit Metering S.r.l., a holding company for the Metering division;

1 Metersit S.r.l., located in Padua, is involved in the design, manufacturing and sale of new

generation remote gas meters;

1 Metersit Romania S.r.l., based in Brasov in Romania, is a manufacturing facility for the direct

parent company Metersit S.r.l.

1 Metersit UK Ltd, a trading company established during 2021 as an agency with the goal of

developing the UK smart gas metering market.

JANZ- Contagem e Gestdo de Fluidos, SA (Lisbon), a company acquired at the end of 2020,
operating in the residential water metsector through development, production and distribution

activities, mainly on the European market.

2021 Annual Financial Report
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1 Conthidra S.L. (Gines), Spain, distributes water meters produced by, Zx¥Egem e Gestao de
Fluidos, SA.

SIT exercises management andacdination ativities over the subsidiaries directly and indirectly held.

2021 Annual Financial Report
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FINANCIAL HIGHLIGHTS
The following tables report the adjusted figures and performance indicators not expressly used by
international accounting standards IFRS, whose definitions and calculation methods are described in

the paragraph below.

(Euro.000)

Operating results 2021 % 2020 % change change %
Revenues from contracts with custome 380,521 100.0% 320,731 100.0% 59,790 18.6%
EBITDA 51,215 13.5% 43,621 13.6% 7,594 17.4%
EBIT 24,330 6.4% 19,616 6.1% 4,714 24.0%
Net profitfor the year 8,243 2.2% 13,225 4.1% (4,982) -37.7%

Cash flows from operating activities aft

) o 27,198 (13,783) 40,981
investment activities
(Euro.000)

31/12/2020

0

Balance Sheet 31/12/2021 RESTATE change  change %
Net financial position (106,729) (116,021) 9,292 -8.0%
Nettrade working capital 45,423 49,615 (4,192) -8,4%
Net trade working capital/Revenues 11.9% 15.5%

2021 Annual Financial Report
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ALTERNATIVE PERFORMANCE MEASURES

(Euro.000)

Operating results 2021 % 2020 % Change Change %
Revenues from contracts with custome 380,521 100.0% 320,731 100.0% 59,790 18.6%
EBITDA 51,215 13.5% 43,621 13.6% 7,594 17.4%
EBITDA adjusted 51,215 13.5% 44,600 13.9% 6,615 14.8%
EBIT 24,330 6.4% 19,616 6.1% 4,714 24.0%
EBIT adjusted 24,330 6.4% 20,595 6.4% 3,735 18.1%
Financial charges 14,074 3.7% 3,939 1.2% 10,135 257.3%
Financial income 395 0.1% 835 0.3% (440) -52.7%
Net financial (charges)/income adjustec (3,706) -1.0% (3,626) -1.1% (79) 2.2%
Result before taxes (EBT) 11,706 3.1% 15,991 5.0% (4,285) -26.8%
Result before taxes adjusted (EBT) 21,679 5.7% 16,448 5.1% 5,231 31.8%
Net Profitof the year 8,243 2.2% 13,225 4.1% (4,982) -37.7%
Adjusted net profit of the year 16,311 4.3% 13,409 4.2% 2,903 21.7%
_Cash flows from_qperating activities aft¢ 27.198 (13,783) 40,981

investment activities

(Euro.000)

Balance Sheet 31/12/2021 3%?%28/%2?% Change change %

Net capital employed 269,153 270,287 (1,135) -0.4%
{KFENBK2ft RSNEQ 91jdzA (& 153,676 153,221 455 0.3%

Net financial position (106,729) (116,021) 9,292 -8.0%

Adjusted Net Financial Position (90,810) (100,414) 9,604 -9.6%

Financial liabilities for Warrants (8,748) (1,045) (7,703) 737.1%

Net tradeworking capital 45,423 49,615 (4,192) -8.4%

Key performance indicators 31/12/2021 31/12/2020

ROIGY 19.0% 16.5%

Net financial position/Shareholders' equity 0.69 0.76

Net financial position/Adjusted EBITDA 2.10 2.60

(1) ROIC is the ratio between Adjusted EBITDA and Capital Employed-ahgiear

2021 Annual Financial Report
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Composition of the main alternative performance measures
The alternative performance indicators describe the economic/financial results of the Group on the

basis of indices not expressly contained within IFRS (International Financial Reporting Standard) and
adjusted by the effects of nerecurring items. It isonsidered that these indicators ensure a better
comparability over time of results, although they do not replace the results determined by the

application of international accounting standards IFRS described in the Explanatory Notes.

In application of Ghsob Communication of December 3, 2015, which enacts in Italy the guidelines on
Tt GSNY I GADBS t SNF2NXYIFyOS aSladNBa o!taQad AaadsSR
(ESMA), the criteria used for their calculation and a summary of their cotigggsin addition to a

reconciliation with the corresponding official figures, is presented below:

A EBITDA adjusted is the EBITDA (EBIT plus amortisation, depreciation artbwrigg net of
doubtful debt provisions) net of nerecurring transactions or rather all those atypical,
unusual or transactions which do not repeat frequently in the normal ewfsbusiness
activities, undertaken with related or third parties, which may have a significant impact on the
financial results of the Group. The following table presents a reconciliation with the financial

statements:

2021 Annual Financial Report
18
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1)

(Euro.000)

2021 2020
Reconciliation of EBITDA adjusted EBITDA EBITDA
EBIT 24,330 19,616
Depreciation, amortisation and writdowns 26,897 24,052
Write-downs (12) 47)
EBITDA 51,215 43,621
Acquisition cost§) - 979
Total nonrecurring operating charges (income) - 979
EBITDA adjusted 51,215 44,600

The itemAcquisition costicludes costs incurred for the acquisition of the company JAG@htagem e Gestéo de Fluidos, SA which
took place on December 29, 2020.

A EBIT adjusted is defined as the operating result, net ofrecnorring income and chargeBhe

reconciliation, with indication of the nerecurring charges and income, is presented in the

following table:

(Euro.000)

Reconciliation of EBl&djusted 2021 EBI1 2020 EBI1

EBIT 24,330 19,616

Acquisition costs - 979

Total nonrecurring operating charges (income) - 979
20,595

EBIT adjusted 24,330

A

For adescription of the individual adjustment items, reference should be made to the adjusted

EBITDA reconciliation table.

Adjusted net financial charges and income are financial changésf the fair value changes
G2 GKS 21 NNIyda AaadedRIistiRgdaNROY7Ahe recdicilidtienyidd y & Qa

presented below:

(Euro.000)
2021 2020
Reconciliation of net financial (charges)/income adjusted F'T‘a”C'a' F'T‘a”C'a'
(charges)/income (charges)/income
Financial charges (14,074) (3,939)
Earlysettlement of financing 995 -
Changes on Warrants fair value 8,978 -
Financial charges adjusted (4,101) (3,939)
Financial income 395 835
Changes on Warrants fair value - (522)
Adjusted financial income 3% 313
Adjusted net financial (charges)/income (3,706) (3,626)

2021 Annual Financial Report
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A Adjusted EBTs the result before nomecurring transactions. The reconciliation is presented

below:

(Euro.000)

2021 2020
Reconciliation of EBT adjusted Profit before taxes  Profit before taxes
Profit before taxes for the year 11,706 15,991
Acquisition cost - 979
Total nonrecurring operating charges (income) - 979
Early settlement of financing 995 -
Changes on Warrants fair value 8,978 (522)
Non-recurring financial charges (income) 9,973 (522)
Adjusted result before taxe¢EBT) 21,679 16,448

A Adjusted net profit is thenet profit for the period, net of nonrecurring transactions and the

relative fiscal effect. The reconciliation is presented below:

(Euro.000)

2021 2020
Reconciliation of adjusted net profit Net Profit Net Profit
Net Profitfor the year 8,243 13,225
Acquisition costs - 706
Total nonrecurring operating charges (income) - 706
Early settlement of financing 756 -
Changes on Warrants fair value 8,978 (522)
Non-recurring net financial charges (income) 9,734 (522)
Patent Box tax income (1,666) -
Adjusted net profitfor the year 16,311 13,409

For a description of the individual adjustment items of an operating nature, reference should be made

to the adjusted EBITDA reconciliation table.

A Net capital employed and net commercial working capital are calculated considering the

accounts presented in the following table:

(Euro.000)
Reconciliation of net capital employed 31/12/2021 31/12/2020
RESTATE
Goodwill 87,946 87,946
Other intangible assets 61,611 66,178
Property, plant and equipment 98,039 90,228
Investments in other companies 325 326
Norcurrent financial assets 2,139 2,282
Fixed assets (A) 250,060 246,960
Inventories 70,123 56,453
Trade receivables 56,052 65,365
Trade payables (80,752) (72,203)
Trade net working capital (B) 45,423 49,615
Other current assets 15,745 14,234

2021 Annual Financial Report
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Taxreceivables 2,965 3,983
Other current liabilities (23,163) (18,638)
Tax payables (3,267) (2,062)
Other current assets, liabilities and taxes (C) (7,720) (2,483)
Net working capital (B + C) 37,703 47,132
Deferred tax assets 7,897 4,861
Provisions for risks and charges (4,941) (4,990)
Net liabilities for employee benefits (5,762) (6,095)
Other noncurrent liabilities (61) (35)
Deferred tax liabilities (15,743) (17,546)
Other noncurrent liabilities, assets and provisions (D) (18,610) (23,805)
Net capital employed (A + B + C + D) 269,153 270,287

A The adjusted net financial position is calculated by subtracting the finance lease payable
arising from application of IFRS 16 from the net financial debt calculated according to the
indications of Consob Communication ESMA322-1138 of March 4, 2021 andithout

considering the financial payable for Warrants, as this item will not result in a financial outlay.

. ) . " 31/12/2020
Composition net financial position 31/12/2021 RESTATED

A. Cash 32 26

B. Cash equivalents 46,635 42,302

C. Other currentinancial assets 527 1,032
D. Cash and cash equivalents (A) + (B) + (C) 47,194 43,359

E: Current financial _debt (_|nclud|ng debt instruments but excluding the curr 10,032 28,107
portion of noncurrent financial debt)

F. Current portion of the neourrent debt 14,727 22,856
G. Current financial debt (E + F) 24,759 50,963
H. Net current financial debt (GD) (22,436) 7,604

I. Noncurrent financial debt 89,727 108,418

J. Debt instruments 39,438 -

K. Tradegpayables and other neourrent payables - -

L. Nonrcurrent financial debt (I + J + K) 129,165 108,418
M. Net Financial Position (H + L) 106,729 116,021
IFRS 16 Leases (15,919) (15,607)
Net financial position adjusted 90,810 100,414

As required by the above communication, the Group reports net liabilities for employee defined
benefits of Euro 5,762 thousand (Note 16) and Provisions for risks and charges for Euro 4,941 thousand
(Note 15).
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GENERAL OVERVIEW

Climate change and the role of SIT
Climate change is transforming the world we live in. The past two decades have included 18 of the hottest

years on record. The rise in heat waves, droughts, and floods is already exceeding the tolerance thresholds
of plarts and animals, causing mass mortality in species such as trees and coral. These extreme weather
events are occurring simultaneously and have tricldevn effects that are becoming increasingly difficult
to manage. They have exposed millions of peopleetese food and water instabilities, particularly in
Africa, Asia, Central and South America, on small islands, and the Arctic. Nowhere on the planet is safe

from the combined effects of humainduced climate change.

The scientific world, startingwithtiey A G SR bl GA2y Q4 LYGSNA2ISNYYSyil f
is unanimous in its message that rapid, immediate action is needed. We have less than ten years to keep
temperature increases below the kdegree threshold limit. The main cause of ongaitimate change

is the emission of large amounts of greenhouse gases (GHGs). To avoid the increasing loss of life,
biodiversity, and infrastructure, we need to take ambitious and accelerated action so that we can adapt

to climate change while rapidly andgfoundly reducing our GHG emissions. Adaptation to date has been
uneven and the gaps between what is being completed and what is needed to address the increasing risks

is growing, according to the new report. These gaps are greatest amofigdome popuhtions.

The SIT Group operates in a sector in which sustainability plays a fundamental role. As a strategic supplier
for the leading operators in the energy, utilities and alternative energy resource sectmess that are

central in combatting climatehange and developing good practices in pursuit of a circular ecoqd@tiy

is active in improving the efficiency of natural resources, lowering carbon dioxide levels (decarbonisation),

and investing in carbeneutral solutions.

SIT's products are alreadgrapatible with alternative ecdriendly gases such as biomethane. SIT is also

a leader in the creation of intelligent solutions to control environmental conditions and measure
consumption. As such, we have begun significant partnerships and collaborgéibose all our
participation in the European Clean Hydrogen Alliance), which have placed SIT among the foremost
companies in hydrogen experimentation, which aims to use the gas both in residential heating (hydrogen
boilers) and smart metering. This is ameaitment that affects the entire supply chain: from our suppliers

and customers, to final consumers.
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This was the logic behind our entry into the water market. Forecasts suggest that water will become
AYONBIaArAy3dte aldl NOS A ymdveifo the Sharket wil Sed it ;a8 anladti&doke | y R
in the energy transition process. SIT has identified the sector as one in which its expertise in accurate
consumption measurement can be applied to increase water use efficiency and sustainable dad crea
awareness of the topic, thanks in part to its participation in the Value of Water Community promoted by

The European HouseéAmbrosetti.

Finally, SIT's participation at COP26 (the UN climate change conference in Glasgow in November 2021)
was significant. SIT participated in the conference with the UK's Department for Business, Energy and
Industrial Strategy (BEIS) to provide concrete ewdenf its commitment to sustainability and reducing
CQthrough the manufacture of products for the hydrogen supply chain. COP26's objectives (to accelerate
the phaseout of coal, particularly) are therefore fully aligned with those defined by SIT, whikkaken

a proactive role in the decarbonization process and in the reduction of waste produced as a result of gas
and water consumption by measuring energy consumption and monitoring climate conditions with its

products.

Macroeconomic Overview

The globakconomy in the second half of 2021 confirmed its growth trajectory, although the persistent
supplyside bottlenecks, rising raw material prices and the C&@IDmicron variant outbreak continue

to weigh on the shorterm growth outlook.

GDPmovements 2021 2020
Italy 6.6% -8.9%
Euro 5.3% -6.8%
USA 5.7% -3.5%
China 8.1% 2.3%

In the United States, following the widespread slowdown in economic output in Q3, signs of a return to a
more sustained recovery emerged at the end of the year. GDP grew by 5.7% in 2021, the highest figure
since 1984.
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| KAYySasSQa D5t 9%-yhe best result sinte201-githibughdmharp slowdown was evident

at the end of the year as a result of contracting demand, supply shocks and weaker than expected
forecasts for the coming months.

The Eurozone in 2021 reported 5.3% GDP growth, coinfirits robust recovery, driven by strong internal
demand. Growth moderated in the final quarter due to rising energy costs that impacted consumption
and equipment, material and labour shortages that restricted manufacturing in certain industries, causing
delays in construction and slowing the recovery of certain service sector segments.

The Italian economy in 2021 saw exceptional growth due to the strong recovery of production output,
with GDP up 6.6%. This was driven by domestic demand (+6.2%), vendeas demand (+0.2%) and the
change in inventories (+0.2%) made very limited contributions. In terms of the supply of goods and
services, value added grew significantly, particularly in manufacturing, construction and many service
sectors.

Following tle significant slowdown in Q3, mechanical sector output in Italy declined in the final part of
the year.

In the final quarter of 2021, in fact, production volumes on the preceding quarter contracted 1.8%,
following growth of 0.3% in Q3, while a modest%.hcrease was reported on the same period of the
previous year.

Despite the contractions in Q4 2021, overall mechanical output in the year was up 15.9% on 2020.
Mechanical industry exports in 2021 grew on average by 18.4% on 2020, witbrygaar increases
throughout the year, although slowing significantly in the final quarter (+4.9%).

Imports of mechanical products on average grew 24.9% on the previouswiarthe greatest
increases from noU markets (+25.8%) rather than from the EU (+24.2%).
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OPERATIONAL OVERVIEW

Introduction
SIT S.p.A (hereafter SIT, the company or the parent company) adopted the option permitted by Article 40

of Legislative Decree No. 127 of April 9, 1991, paragraph 2, as amended by Legislative Decree No. 32 of
February 2, 2007, which permits companies preparing consolidated financial statements to present the
O2y a2t ARIFIGSR 5ANBOG2NEQ5 WSERNENE § Rw 8 IKENILI NB yli DR

Significant events in the year

COVIBLY9 impact

The Company has retained its Covid Committee into 2021, which regularly monitors the impact of the
pandemic, providing support and -@vdinating the regulations and poles to be issued as the situation
evolves. The focus during this phase of the pandemic is on monitoring the vaccination plan in place in the
countries where the Group operates, adapting behaviour and providing support to enable the various
Group companiego achieve locally defined vaccination targets. The Committee's current priority
objective is to ensure safe health conditions for personnel in accordance with the protocols recommended
by the authorities in each country, providing timely communicatiod anordinating the efforts of each

unit with central activities.

Thanks to the preventative measures put in place, Group operations ran substantially on schedule during

the year.

Transfer of Metersit S.r.l. to Sit Metering S.r.l. amcbrporation of Metersit UK L.t.d.

As part of the project to establishamuttzi A f AG& OSYGNB FT2NJ 0KS /2YLI yeQa
1, 2021 the conferment by the Parent Company SIT S.p.A. of its equity investment in Metersit S.r.l. to SIT
Metering S.r.l., a company established in 2020 and 100% controlled by SIT S.p.A., became effective. In
2020, SIT Metering S.r.l. had acquired the equity investment in J&NAtagem e Gestao de Fluidos, SA,

a company registered in Lisbon specialising irptiegluction and distribution of water meters. In addition,

in 2021 the company Metersit UK L.t.d. was incorporated, wiadigied by Metersit s.r.I. and operating

as the UK gas meter market agent.
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Metersit smart meters installation in 100% hydrogeoweredhomes

In May 2021, Metersit S.r.l. participated in an innovative project for developing a safe, efficient and
technologicallyadvanced use of hydrogen for private homes and commercial buildings. The project
involved homes under construction in Low Thognie northern England and the site of the British gas
provider Northern Gas Networks (NGN), with the installation of Metersit meters at 100% hydrogen
powered homes and shall demonstrate the use of domestic appliances and heating and cooking systems

poweredentirely by hydrogen.

The project is part of the broader product innovation strategy of the Smart Gas Metering division, which
by June 2020 had already seen Metersit S.r.l. obtain the Commercial Product Assurance (CPA) certification
from the British cybesecurity agency (National Cyber Security Centre) for the Domusnext® H2 residential

gas meter.

Bond loan issue

On May 19, 2021, SIT completed the placing of agmvertible bond loan for a value of Euro 40 million,

entirely subscribed by PRICOA Rev@apital. The bonds were issued in a single tranche and hayeai0

duration, with a 6year grace period. The fixed hgHarly coupon is indexed from the fifth year to a
ddzadGlrAylroAtAde NIGAYy3I 04a9{ Dé0 LINPeZkhnR&tRrowdes thieKS A y (
option for SIT to request PRICOA over the next three years to subscribe to additional bonds, up to a total

amount of USD 100 million (or Euro equivalent).

The contract stipulates financial covenants, as used in similar transactibiish at the reporting date

had been fully complied with.

With this transaction, SIT diversifies its funding streams, improves its financial flexibility and significantly
lengthens its average debt duration. The funds raised were partially used nameé the bank debt in
ldz3dza X adSYYAy3a fa2 FNRBY GKS NBOSyd FOldAaaArldAizy
concrete commitment to the issues of sustainability and climate change, which in fact have become

central to its business deaisis and growth strategies.
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Sustainability governance

Fully supporting our Sustainability approach, SIT in July decided to adopt a Governance system focused

2y 2dzif AyAy3a GKS DNRdzLJQa 9{ D &GNJ iS3& FafdardinigNl 2SO0
to the Corporate Governance Code for comparfies 8 G SR 2y G(GKS aSNDFG2 ¢St Syl
(Italian Stock Exchange).

The Board of Directors of SIT S.p.A. therefore on July 26 appointed the Director Chiara de Stefani as
Corporate Sustainability Director, granting her the powers necessary fordioate the Group
Sustainability Plan, the associated improvement policies and objectives and to facilitate stakeholder

engagement and communication.

Bank loans
On August 6, 2021, SIT agreed with a bank syndicate a Euro 90 mjléan &mortising loato settle the

bank debt and meet ordinary Group financial needs.

¢tKS f21yQa dzy3dad N yiSSR AyGSNBad NXGS A& AyRSESH
international EcoVadis agency. As is usual in similar transactions, it stipulates afssamdments for

the Company, such as a prohibition, except for within the provided limits, on assuming further debt and
providing related guarantees (negative pledges), in addition to limits on the distribution of dividends and

the sale of assets or disgment of businessesFinancial covenants based on the consolidated financial
statements on a haljearly basis regard: (i) the ratio between the net financial position and EBITDA and

(i) the ratio between EBITDA and net financial charges, all ratios ¢alculated as per that stated in the

contract. They had been fully complied with at December 31, 2021.

NGA Electronic Valve Product Line Acquisition

On August 31, 2021, the subsidiary SIT Manufacturing N.A.S.A. de C.V., headquartered in Mexico,
completed the transaction agreed in July with the US company Emerson Electric Co. for the acquisition of
the electronic valves for gas storage water heaters product line (NGA product line), a very significant
market segment in the United States (approx. 73% ofrtfaeket in 2020) and forecast to achieve single

digit growth over the coming years. The acquisition also allows the expansion of the current product
portfolio in the market of components for storage water heaters in which SIT is already present with the

mechanical valve. The transaction therefore strengthens SIT's competitive positioning and market share.
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SIT patrticipates at COP26 in Glasgow with BEIS

At the COP26 United Nations conference on climate change held in November 2021 in Glasgow, SIT
participated in the conference with the UK's Department for Business, Energy and Industrial Strategy
(BEIS) to provide concrete evidence of its commitment tdasuability and reducing CQhrough the
manufacture of products for the hydrogen supply chain. SIT has always been actively involved in energy
policy, promoting the transition to fuels with lower environmental impact; this commitment has been
strongly reewed in 2019, making it a founding element of the company's mission. COP26's objectives (to
accelerate the phaseut of coal, particularly) are therefore fully aligned with those defined by SIT, which
has taken a proactive role in the decarbonization psscand in the reduction of waste produced as a
result of gas and water consumption by measuring energy consumption and monitoring climate conditions

with its products.

SIT achieves world's first MID certification for hydrogen meter

SIT, through its suliary Metersit, has obtained MIPMeasuring Instrument Directive certification for

the Domusnext® 2.0 MMUgresidential meter operating with 100% hydrogdrhe MID certificate was
issued by the notified bodMMi Certin B.V., igalid in Europe and in 8hUK but also recognised in other
non-EU countries and guarantees the accuracy and reliability of the measuring instrument. The
Domusnext® 2.0 MMUGHneter model - the first in the world to achieve MID certificationwas
developed as part of the UK govenant's Hy4Heat programnin collaboration withBEIS Department for
Business, Energy and Industrial Strategy oftKegovernmentit is also the same model that was installed

in the 100% hydrogepowered homes built in Gateshead, in the north of Englamd, was exhibited at

the COP26 conference in Glasgow, on the BEIS stand.

Sales overview
The SIT Group comprises two Divisions:

A Heating, which develops and manufactures systems for the safety, coarfdrperformance of
gas appliances.
A Metering, which develops and manufactures water and gas meters, also with remote control,

consumption measurement, reading and communication functions.
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Revenue by Division

(Euro.000) 2021 % 2020 % diff diff %
Heating 298,251 78.4% 249,003 77.6% 49,248 19.8%
Metering 76,913 20.2% 68,634 21.4% 8,279 12.1%

Totalbusiness revenues 375,164 98.6% 317,637 99.0% 57,527 18.1%

Other revenues 5,357 1.4% 3,094 1.0% 2,263 73.1%

Total revenues 380,521 100% 320,731 100% 59,790 18.6%

Revenue by region

(Euro.000) 2021 % 2020 % diff change %

Italy 106,992 28.1% 107,654 33.6% (662) (0.6%)

Europe (excluding Italy) 167,497 44.0% 128,827 40.2% 38,670 30.0%

The Americas 74,241 19.5% 58,537 18.3% 15,704 26.8%

Asia/Pacific 31,791 8.4% 25,712 8.0% 6,078 23.6%

Total revenues 380,521 100% 320,731 100% 59,790 18.6%

AQ wSlL

2021 consolidated revenues were Euro 380.5 million, increasing 18.6% on 2020 (Euro 320.7 million). The

2021 figures include the sales &dnz, the Portuguese Water Metering company acquired at the end of

2020, which in the first year of consolidation reported sales of Euro 19.8 million.

Heating Divisiorsales in 2021 amounted to Euro 298.3 million, +19.8% compared to Euro 249.0 million in

2020 (+20.2% at likior-like exchange rates). In the fourth quarter, the division's core sales rose 3.6% to

Euro 77.4 million, compared with Euro 74.7 million in theegeriod of 2020.

The following table presents Heating Division core sales by region according to management criteria:

(Euro.000) 2021 % 2020 % diff change %
Italy 55,682 18.7% 43,945 17.6% 11,737 26.7%
Europe (excluding Italy) 140,078 47.0% 120,213 48.3% 19,865 16.5%
The Americas 72,025 24.1% 57,960 23.3% 14,065 24.3%
Asia/Pacific 30,467 10.2% 26,885 10.8% 3,581 13.3%
Total sales 298,251 100% 249,003 100% 49,248 19.8%
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Italian sales were up 26.7% on 2020, thanks to strong Central Heating demand, supported also by
incentives; mechanical controls rose (Euro +5.7 million, +27.5%), as did fans (Euro +5.6 million, +38.2%)
and flue kits (Euro +0.8 million, +40.0%).

Europe (excluding Italy) in 2021 saw sales increase 16.5% on the previous year, for a total of Euro 140.1
million. All regions report improvements on 2020; Turkey in particular, the leading market with 11.8% of
division sales, saw growth of 20.4% (Eurd@-8illion), thanks to recovering Central Heating demand from
multi-national customers in the country, while the UK, 7.5% of division sales, was up 6.2% on an annual
basis (Euro 1.3 million). Central European remains strong, thanks to the introduatiew pfoducts, up

26.7% on 2020 (Euro 6.4 million).

Sales in the Americas rose 24.3% (+27.7% afdikke exchange rates), thanks to fireplaces growth, with

a strong recovery on a 2020 shaped by COVID; in 2021, Storage Water Heating applicationtedontra
6.1% {4.0% at likefor-like exchange rates) due to a number of shipment delays in Q4.

Asia/Pacific sales were up 13.3% to Euro 30.5 million (Euro 26.9 million in 2020). Growth was reported in
China (6.5% of the division), up 32.3% as a resub@fGentral Heating retail market recovery and in
Australia, improving Euro 1.1 million (+18.2%).

Among the main product families, Mechanical controls sales were up (+18.1%, Euro 26.7 million), as were
Fans (+31.2%, Euro 8.8 million) and Electronic conftdlg.7%, Euro 8.3 million). At the application
segment level, Central Heating accounted for 59.7% of division sales, increasing 20.0%, while Direct

Heating (17.5% of the division sales) rose 35.0% due to the strong fireplaces market.

In relation to the man customers of the Heating Division, 37.0% of 2021 sales were from the top five

clients, while accounting for 41.6% in 2020.

The following charts break down H1 2021 Heating sales by product family and application (data from

management sources):
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TheMetering Divisionin 2021 reports sales of Euro 76.9 million (+12.1%), including those of Janz (Water

Metering enterprise acquired at the end of December 2020) of Euro 19.8 million.

Smart Gas Meteringales in 2021 totalled Euro 57.1 million, compghte Euro 68.6 million in 2020 (
16.7%). This performance, as forecasted, was due to the contraction of the Italian market in view of the
advanced phase of the initial replacement of installed meters, which is over 80% completed. Overseas
sales accountedor approx. 7% of the total and were mainly in Greece and Croatia. Commercial &
Industrial sales rose considerably (+39.6%) following the introduction of the new generation of products

and due to the overseas contribution.

Looking to theWater Meteringdivision, this new Group operating segment, following the acquisition of
the Portuguese Janz at the end of December 2020, reported in its first year of operations sales of Euro
19.8 million. The sales concerned finished meters for Euro 9.3 million andoocems for Euro 9.1

million.

Economic performance
Consolidated revenues in 2021 totalled Euro 380.5 million, increasing 18.6% on 2020 (Euro 320.7 million).

The purchase of raw materials and consumables, including changes in inventories, totalled Edro 199
million, accounting for 52.4% of revenues, decreasing on 53.3% in 2020, despite the increases in raw
YIGSNALFf&asx RSY2yadNIGAy3 GKS DNRdzZLIQa oAt AGE G2

customers.
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Service costs of Euro 48.4llion accounted for 12.7% of revenues, compared to 11.9% in the previous

year (Euro 38.2 million). These cost increases reflect higher transport costs (Euro 4.0 million), in particular

on purchases and the greater use of outsourcing (Euro 1.6 millioe)in€hease in consultancy (+29.7%)

on the previous year mainly concerns product technical consultancy.

Personnel costs totalled Euro 82.0 million, accounting for 21.5% of revenues (20.8% in 2020), increasing
Euro 15.4 million. Thisincreaseisduefdi®Bu p ®c YAt t A2y (G2 GKS SELI yairzy
inclusion of the subsidiary JANZ and for Euro 2.5 million the greater use of temporary personnel (service
which was reduced in 2020 in view of the COVID impact). We note that in early 262Q, tthe most

acute phase of the pandemic, the Group received contributions and benefits from local governments as a

result of the state of emergency, and made greater use of provisions for deferred remuneration.

Amortization, depreciation and writdownsof Euro 26.9 million were up 11.8% on the previous year

(Euro 24.1 million). The increase is mainly due to greater capex in 2021 than the previous year.

The item Provisions for risks is negative for Euro 0.1 thousand, compared to Euro 0.8 million ifh2020.
net change was affected by the release of provisions for future risks and charges (Euro 0.7 million) and
provisions for the period (Euro 0.6 thousand) relating to obligations to customers for potential contractual

indemnities.

Other income and chargdstalled Euro 0.4 million, a change of Euro 1.0 million on the previous year. In
2021 this amount includes income of Euro 0.8 million for the recognition of research and development
tax credits (Euro 0.4 million in the previous geand Euro 0.7 million in extra costs-ireoiced to

customers.

EBITDA was Euro 51.2 million, up 17.4% on 2020 (Euro 43.6 millionjeddaimg costs were incurred
in 2020 totalling Euro 1 million related to the acquisition of JANZ. For further detedshe paragraph

Composition of main alternative performance measures.

Group EBIT therefore rose from Euro 19.6 million in 2020 to Euro 24.3 million in 2021 (+24.0%), with a

6.4% margin, increasing from 6.1%.
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Financial charges totalled Euro 14.1lim, rising Euro 10.1 million on the previous year. The cost
recognised in 2021 includes Euro 9.0 million for the increase in the fair value of the Warrants. Financial
income of Euro 0.4 million decreased compared to the previous year (Euro 0.8 milid2020, this
financial income included the positive change in fair value related to the performance of the market value

of the Warrants for Euro 0.5 million.

Adjusted net financial charges, net of the aforementioned changes in fair value, were Emilidryin

2021, in line with the previous year.

Income taxes totalled Euro 3.5 million, compared to Euro 2.8 million in 2020. This amount is net of the
positive effect from norrecurring income (Euro 1.7 million) relating to the agreement of the Parent
GCompany with the Tax Agency on the calculation of the financial contribution of intangible assets (Patent
Box optional regime), in addition to the reduction in the {ta& result on the previous year.

The net profit was Euro 8.2 million (Euro 13.2 millim2020).

The adjusted net profit, net of the abowtated nonrecurring effects, was Euro 16.3 million (4.3%

margin), compared to Euro 13.4 million in 2020 (4.2% margin).

Cash Flow performance
At December 31, 2021, the net financial debt was Euro 106.7 million, compared to Euro 116.0 million at

December 31, 2020, improving by Euro 9.3 million. The movements in the net financial position are

reported below:
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(Euro.000) 2021 RESTATE
Cash flow from current activities (A) 52,177 44,210
Cash flow generated (absorbed) from Working Capital (B) 1,079 (16,929)
CASH FLOW FROM OPERATING ACTIVITIES (A + B) 53,256 27,281
Cash flow from investing activities (C) (26,058) (41,064)
fé?H FLOW FROM OPERATING & INVESTING ACTIVITI 27.198 (13,783)
Interest paid (3,566) (3,024)
Changes in accrued interest, MTM and amortised cost (537) (203)
Equity changes (3,868) (2,684)
Changes tdinancial assets (500) 1,000
Changes in payables for acquisitions 446 (3,570)
Dividends paid (6,890) (3,476)
IFRS 16 (2,991) (11,902)
Change in net financial position 9,292 (37,642)
Opening net financial position 116,021 78,379
Closing net financial position 106,719 116,021

(1) ¢KS DNRdzLI0a ySi FAYFYyOAlIf LRarAdAzy R2Sa y20 O02yairdRSiNdncdakKS FAy Il yC
outlay.

Operating cash flows in 2021 amounted to Euro 52.2 million, compared to Euro 44.2 million in the previous

year.

Cash flows from working capital movements amounted to Euro 1.1 million in 2021 compared to an
absorption of Euro 16.9 million in 2020. Commakevorking capital generated Euro 4.8 million in 2021
due to an increase in current payables and the without recourse factoring of trade receivables. Inventory
increased by Euro 13.0 million in the year. Tax liabilities remained substantially in hn202@, while

other working capital items generated a cash flow of Euro 2.8 million.

In terms of investments, in 2021 cash investments of Euro 26.1 million were made, compared to Euro 41.1
million in 2020, including the acquisition of JANZ, the Portuguedger metering enterprise and of Plast

Alfin, a Tunisian plastics manufacturing company, for a total outlay of Euro 28.4 million.

Operating cash flows after investments therefore were Euro 27.2 million, compared telBuramillion

in the previous year.
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Among the financing activity cash flows, in 2021 we indicate the payment of interest for Euro 3.5 million
(Euro 3.0 million in 2020), and the payment of dividends for Euro 6.9 miillig@21(Euro 3.5 million in
2020).

The movement in the net debt reftts the subscription of new contracts as per IFRS 16 associated with
existing contracts, in addition to the inclusion of similar contracts concerning JANZ and the Tunisian

facility; application of this standard therefore resulted in a Euro 3.0 millioease in 2021.

Investments
In 2021 the Group invested Euro 24.7 million, of which Euro 23.2 million (94.1% of the total) in the Heating

Division, Euro 0.7 million (2.7% of the total) in the Smart Gas Metering Division and Euro 0.8 million (3.2%
of thetotal) in the Water Metering Division. Total investments in 2020 amounted to Euro 14.4 million, of

which Euro 13.6 million in Heating.

The acquisition of the NGA product line from the U.S. company Emerson Electric was completed in H2
2021. This transactioenables the Company to enter the electronic controls segment of the SWH sector

and involves the acquisition of not only the products and the production lines, but also the related patents.

At operating investment level, the main events in 2021 concerned the new production lines installed at

the new Tunisian plant and related accessory expenses (Euro 4.0 million).

The remaining Heating segment investments essentially related to plant maimten(Euro 4.8 million),

the renewal of diecasting moulds (Euro 3.3 million) and new product development (Euro 2.5 million).

Investment in Smart Gas Metering was essentially for new product development (Euro 0.2 million or
23.0% of the divisional totalThe remainder relates to industrial and laboratory equipment, the purchase

of hardware and software and production streamlining.

As regards the Water Metering division, investments in 2021 mainly regarded the maintenance of existing
plants (Euro 0.7 miliy = yo dpz 2F GKS RAQGAaAAZ2YyQa (G20t 0o
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RESEARCH, DEVELOPMENT AND QUALITY CONTROL

In 2021 the Group incurred research and development costs for a total of Eurmilio®, equivalent to

3.3% of revenues, compared to Euro 11.2 million in the previous year (3.5% of revenues).

In 2021, the research and development area had an average workforce of 120, including 79 located at the

Parent Company. In 2020, these numbered 104 and 74 respectively.

Heating Division
{LeQa NBaASFNOK FyR RS@St 2LIVSy i nit Solitibrd %ol the carread dza S &
operation of domestic heating appliances fuelled by gas, biogas and hydrogen. Research seeks to develop
electronic and mechanical solutions that are increasingly integrated, while at the same time capable of
maximising comforperformance by reducing energy consumption and CO2 emissions. SIT aims to allow

its clients to offer increased performance, while still guaranteeing a shorttirmearket.

From a mechanical perspective, research focuses on utilising increasingly eumdtennents as
mechanical and fluid dynamics simulation platforms to develop more compact, integrated and efficient
products; on the electronic side, there is a tendency towards programmable microprocessor solutions
that are capable of communicating withe surrounding environment through cuttiredge Internetof-

things (IoT) technologies. Among the most significant developments of 2021 was the launch of projects
based on advanced sensor technologiamajor innovations in the sectorin the area of intdigent
combustion control and safety control for fully hydrogen boilers. This line of research has seen SIT initiate
projects with established technology incubators to accelerate the research process and draw on expertise

developed in other sectors.

In the area of product development, the Group is engaged in projects based on four pillars: (i) acquisition
of new basic technologies and processes; (ii) development of new products and product platforms; (iii)
operational improvement of platform products; (d¢velopment of new vertical solutions or customising

existing products to customer needs.

Research and development is delivered through consolidated collaborations with leading universities such

as the Milan Polytechnic, the University of Padua and thesédsity of Ferrara, external companies
specialising in technological development, and Italian and foreign research centres such as RAPRA, CERISE
and DVGW. SIT is highly active in both the main Italian and supranational industry associations, in order

to acquire greater expertise not only on new technologies or new solutiondut also on research
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methodologies and on regulatory and legislative developments in Europe and globally in the fields of

application of Group products.

As regards to the main prjts for 2021, we highlight the expansion of the 877 range, the new platform
of mechanical controls with electrical modulation intended for the Central Heating market, especially in
Europe. This family of mechanical controls is the basis of a new raimgegriited systems including high
modulation features. This platform will permit a major boost in performance, as a more compact product
in response to market demands and reducing weight and the installation space required. The platform
makes use of the e e-CMS Electronic Combustion Management System, with which SIT enables its
customers to manage the entire adaptive combustion process with electronic controls: the 877 valve, a
fan (NG40, NG40E, Integra), control electronics and, finally, safety andtiegullgorithms. It is a high

value package for both SIT and its customers.

In the area of electronic products, the development of new products that improve the presence of SIT in
the sector continues, in particular through-development projects with mjor customers in the field of
remote control, control panels on color touch technology, integration of devices in BMS (Building
Management System) and Home Automation systems (integration with Amazon Alexa and Google Home);
projects to integrate sensorsfdlifferent technologies in flow detection applications for hydrogen

powered applications have also begun.

Ventilation operations focused on developing the key components (motors, fluid dynamics and controls)
in order to create a new platform capable ofgnoving energy efficiency and cutting volumes. As regards
motors, the year saw the creation of a new thspkase permanent magnet electronically controlled
platform delivering high performance and low vibrations. The platform offers three power levetsvand
speeds, and is designed for use in fans for condensing boilers, hoods, and mechanically controlled

ventilation.

The developmental maintenance of the existing families of products continued, responding to the latest

market demands.
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Hydrogen and biogas
SIT was chosen by a major client (BOSCH Termotechnik) as its technological partner to develop a hydrogen
boiler safety and control valve as part of the UK government Hy4Heat programme. The Hy4Heat

LINEINF YYS A& LI NI 2F GKS 3 WRASIOS RIDRNYAER AVNQRY ¢y LK A 251

use of hydrogen appliances as a means of reducing@@sions through the use of decarbonised gas.

In 2021, other major Group customers also began development of their own hydpmyeered
applications. SIT has initiated application development projects with these customers and is actively
collaborating in the startip, testing and adaptation to variodsLJS OA FA OF GA2yad ¢KS | St i
product catalogue- pneumatic (platform 848) and electric (platform 877) valves and fans for condensing
boilers (NG40, NG40E, NG20 and Integnal been approved for the use of a mixture or 100% hydrogen,

while solutions for high modulation of combustion based on sensors are under development.

Metering Division
Following the acquisition of JANZ (a Portuguese company operating in the water metering sector) in late
2020, the Metering Division's research and eleypment activities in 2021 created economies of scope
and synergies to pool research activities, leveraging the specific distinctive competencies. Joint
development activities have begun for the residential product range, especially in electronics and

communication.

As regards the smart gas metering sector, the projects concerned the UK market and the development of
the communication technologies needed to access various foreign markets. Major projects completed

during 2021 included:

1 Development and ceriifation of the U6 ZigBee dual band product for the UK market;
1 Development and certification of the low cost wdili( single battery domestic product for the
Indian market;
1 Development and customer approval of the industrial meter inldiBversion;
Welmec 2019 MID (Measuring Instruments Directive) certifications were also obtained for the entire

range of household meter releases in the fields of statutory metrology.
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In the water metering business, in 2021 JANZ focused on completing and maintaining existing products.
Particular focus was placed on the single jet meter line, making the products more stable through some
investments in manufacturing and introducing thewngersion with a composite body intended mainly

for the South American market.

In 2021, particular emphasis was placed on the topic of sustainability and the circular product economy.
In both gas and water metering, projects began on the use of recydestiqd, as did feasibility studies
into possible scrapping and recovery activities. Also from the point of view of the circular economy, it is
important to underline that the bodies of the volumetric and mijdti meters are made of brass and are
therefore entirely recyclable. JANZ has therefore introduced repair activities that allow the brass body to

be recovered, integrating it into new meters that are then returned to the customer.

Hydrogen

In 2021, Metersit continued its work on initiatives involvthg use of hydrogen as a clean energy source.

Testing was completed on a measurement sensor that extends gas measurement from group H to groups

H, L, E, with blends up to 23% hydrogen.

As part of the English project Hy4Heat to define the technical fedgishfety conditions and cost
effectiveness of replacing methane gas with hydrogen in both commercial and residential applications
project assigned by the Department for Business, Energy & Industrial Strategy-(BES)Measuring
Instrument Direcive) certification was obtained in 2021 for the residential meter Domusnext® 2.0
MMUG6H: operating with 100% hydrogen. This is the same meter installed in the 100% hydrogen homes
being built in Low Thornley in northern England, at the site of UK gaddistriNorthern Gas Networks
(NGN) and subsequently displayed at COP26 in Glasgow, at which Metersit participated alongside BEIS

Quality

The SIT Quality Function, in addition to ensuring the normal control and prevention on processes and
products, continuasly ensures that company processes are in line with the best standards in terms of
guality certification and compliance with environmental certificatieriscluding controls on hazardous

substances and the sourcing of materials from war zones.
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Forthe Heating Division, the certifications were regularly updated both in terms of ISO 9001:2015 and the

ISO 14001:2015 environmental certification for those factories with significant environmental sensibility.

Monitoring by certification authorities has hwe out the organization's ability to keep product quality

consistent with the international standards of reference.

Recognition of laboratory activities in accordance with the principles of the 1ISO 17025 standard confirm
the high level of technological amen and expertise achieved, and EMC testing recognition was extended

in 2021.

In 2021, Metersit confirmed its ISO 9001:2015, ISO 14001:2015 certifications and all Production Quality
Assurance certifications (Module D of the MID Directive 2014/32/EU anebAlV of the Atex Directive
2014/34/EU) of its Production Plants.

ISO 17025 certification for Metersit's R&D laboratory as a calibration lab confirms the level of expertise

achieved there.

Metersit passed the Audit to renew its ISO 27001 certificatigimination Security Management) and its
CPA certifications have been extended to cover the UK market. This step is key as we approach major
overseas markets where data management (such as both HW and SW project data, meter data,

cryptographic keys and othg) is required for the acceptance of smart products.

Finally, all UK activities began to obtain certification pursuant to UKEX Regulations S| 2016:1107
(Equipment and Protective Systems Intended for Use in Potentially Explosive Atmospheres Regulations)

a mandatory certification from January 2023. These activities will be completed in 2022.

In 2021 JANZ renewed its ISO 9001:2015 and Production Quality Assurance (Module D of the MID Directive
2014/32/EU) certifications.

Recognition of its WateMeter and Linear Metrology Laboratory activities in accordance with the
principles of ISO 17025 confirm the high level of expertise achieved there, as does the renewal of ISO 9100

certification.
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All activities aimed at ensuring the quality of componemsoduction processes and inspections of
finished products were organised in accordance with the Group's policies, procedures and reliability
standards.

HUMAN RESOURCES AND ORGANISATION

Details on Group employees at yeamd are reported in the followintable:

2020 31/12/2020 2021 31/12/2021

average % ® % % %

© average
Executives 36 1% 37 1% 39 1% 38 1%
White-collar 455 20% 521 19% 557 20% 584 21%
Bluecollar 1,641 71% 1,915 71% 1,892  69% 1,881 67%
Temporary 193 8% 247 9% 286 10% 311 11%
Total 2,325  100% 2,720 100% 2,774 100% 2,814 100%

® The number of employees at December 31, 2020 and the average figure for 2020 have been restated.

At the reporting date:

A Metering Division had 381 employees, of whom 82 in Italy and 299 abio&®20,before the

acquisition of JANZ there were 162 employees, of which 74 in Italy;

A at Group level, employees in Italy numbered 949 (34% of the total) while those based in other
countries numbered 1,865 (66% of the total). In the previous year, these figures were 949 (35%
of the total) and 1,771 (65% of the total), respectively.

Smart working
2021 saw the continuation of the hybrid work model, which alternates days of physicEnme in the
office and days of agile work and is formalized through company regulations. This approach to work
affords greater autonomy through accountability for results, talent development and trust, which have

therefore become the key principles ofisnew approach.

The regulation introduced in 2019 provides for the possibility, through individual agreements, for all those
whose duties do not explicitly require physical presence on the premises to work remotely up to two days

a week, at a place thatomplies with occupational health, safety and hygiene standards and that

guarantees confidentiality of data processed.

The introduction of the new model has enabled an approach of active listening to staff working remotely.
It aims to safeguard employee m$plogical welbeing to guide them to work remotely in ways that are

efficient but which, above all, allow for a good wdifie balance. Workshops were therefore launched
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best practices for managing work flexibility in the best possible way, mitigating the risks and excesses

connected with the approach.

Employer branding. Vth the aim of attracting the best talent, over time SIT has established solid and
fruitful relationships with a number of Italian universities, working on projects to promote the SIT brand
within the university and school population. In 2021 SIT remained active in various promotional initiatives
(career day, professional orientation éropen university), in addition to financing specific research
projects with the Department of Industrial Engineering of the University of Padua. It has participated in
10 events sponsored by the Career Services of universities throughout Italy, meetilegtsfrom the
University of Padua, the University of Mil&icocca, La Sapienza in Rome and the Marche Polytechnic
University During the Digital Recruiting Week organised by StartHub Consulting, there was a particular

focus on candidates in the STEMi¢8ce, Technology, Engineering, Mathematics) area.

Finally, as evidence of its sensitivity towards gender equality, in 2021 SIT took part in two days dedicated
to the world of women with Womenhack Milano, a recruitment and networking ewsdicated to

women in the hitech world, and GirlZ Power day during the STEM Digital Recruiting Week.

Digital and Lean transformation
In 2021 SIT gave new impetus to its ldagn digital and lean transformation plan. The plan consists of

two coordinated,ntegrated projects based on:
A continuous review and improvement of processes
A use of integrated digital technologies
A increased customer value added and elimination of waste
A SYyKIFIyOSYSyid 2F 62N]ISNBRQ alAaftfta FyR LINRPFSaarzyl

Themain results achieved in the Digital area were:

A extension of the CRM platform adopted by the Group to include the Smart Gas Metering Division;
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A launch of Product Carbon Footprint certification according to the UNI EN ISO 14067:2018 standard
and the L& Cycle Analysis (LCA) methodology on a preliminary set of products from the two
divisions;

A introduction of an augmented reality platform to improve interaction between plants and with
customers and suppliers; several quality audits were successfully carried out for the first time
remotely at a number of plants in both the Heating and Meteringsitns;

A further progress on the Industrial Internet of Things (lioT) platform in the main production plants,
providing realtime data on productivity, causes of downtime, waste or failure, and therefore

allowing action to be taken and related operationgports to be prepared;

In addition to the coaching and training activities taking place at plants with the support of external
consultants, as part of the Lean transformation project the following objectives were achieved in 2021:

A definition of a system foshared KPIs at all plants, making them comparable and facilitating
budgeting and localization policies;

A introduction of thedaily gemba walka methodology at the heart of a culture of continuous
improvement. This is a daily monitoring activity that enables problems in individual departments
to be identified and therefore immediately resolved with the involvement of the correct
managers;

A instalation of monitors in the various plants to inform employees of lean principles and the
various initiatives underway, along with the introduction of further visual management initiatives;

A realization of specific workshops on TPM (Total Productive Maintajaopics, 5S (5 Japanese
words that in English stand for Separate, Set in order, Shine, Standardize and Sustain) and SMED
(Single Minute Exchange Die, a technique to reduce machine tooling time);

A definition of mediumterm objectives and work streams botin production plants and at

headquatrters.

L.T.I¢ Long Term Incentive
On April 29, 2021, the SIT Shareholders' Meeting approved the mediurtdamgncentive (LTI) plan for

employees of the Company, its subsidiaries and the Advisory Board. The pladepréor the free
allocation of a maximum of 794,479 Company shares and is divided into (i) a Performance shares plan,
whose shares which are allocated based on the achievement of certain performance targets; (ii) a

Restricted shares plan, whose shares ahhare allocated based on continued employment with the
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Company for a predetermined time frame and (iii) a plan of shares reserved for the Advisory Board, whose

shares are allocated based on an increase in the SIT share price within a predeterminedrtime fr

The performance share plan is divided into three rolling allocation cycles (the plan cycles), each lasting
three years, at the end of which the shares will be allocated free of charge, provided that: (i) the
relationship between the beneficiary andelGroup is still in place at the end of the allocation period; (ii)

the performance targets have been achieved, calculated with reference to the following: a) cumulative
three-year adjusted EBITDA; b) adjusted net financial position at the end of thelpe}ie@SG indicator,

i.e. award of a certain score by the EcoVadis certification body.

The Performance shares plan also has a-yaer lockup clause for the relevant beneficiaries for a

specified percentage of the shares granted.

The Restricted Shares Plaso has a thregear duration, at the end of which the shares will be allocated
free of charge if, at the allocation date, the beneficiary's relationship with the Company or with the
Group's relevant subsidiary is ongoing and he/she continues to beefibimy, with reference to the role
held and without prejudice to the provisions of the regulations covering the usual definitions of good

leaver and bad leaver.

The plan for the Advisory Board also has a threar duration, at the end of which the sharavill be
allocated free of charge if the beneficiary's relationship with the Company is ongoing at the date the

shares are allocated and certain targets for increasing the SIT share price have been met.

The structure of the L.T.I. plan aligns over the medlong-term the interests of the various stakeholders,
in particular those of the shareholders and top or strategic managers. This initiative had major
organisational implications for the SIT Group as the number of beneficiary employees is partiéglarly h

and involves those both in Italy and overseas.
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Training
The annual training plan ensures a brdaase increase in managerial, technical, specialist and safety

skills. In 2021, areas of development included the following:

A training courses on leadership and strategic vision, designed for Executives and managers in
their role as agents of change with tdgwvel responsibility for business processes and the
organization;

A training activities on support for, management and tiagof the remote working population
to reinforce the Company's choice of a lagmale hybrid working model,

A specialised training for function managers, e.g. execution leadership projects for R&D managers
responsible for product platforms, and value sgltraining projects to develop a new strategic
commercial approach;

A a further training course focused on the development of project management skills for the

supply chain area.

In 2021, a significant commitment was made to cultural consolidation and corporate involvement in
Sustainability issues, which are a fundamental part of SIT's corporate values and mission. The project
Driving Corporate Sustainability began in 2020 and dnite April 2021. This was provided for a
management team and enabled action on three distinct targets: integrating the principles of
sustainable business into decisioraking activities; developing a new way of conceptualizing
sustainability issues throughe definition of a Green paper (SIT's sustainability manifesto) and finally

identifying a set of indicators for monitoring corporate sustainability.

Equally significant was the Carbon management project, whose training modules included courses on
the Introduction to the carbon footprint and on the product Climate Footprint, a project that has
addressed the technical and regulatory basis of the UNI EN ISO 14067:2018 standard on the product

Carbon footprint, experimenting in the field with the issues oduification of product C©

Approximately 7,800 training hours were delivered to SIT and Metersit employees. At Group level, around

73,700hours of training were provided, an increase of over 40% on the previous year.
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RISK MANAGEMENT POLICY

In 2021, theGroup further consolidated its Enterprise Risk Management process as an integral part of its

Internal Control and Risk Management System.

Specifically, in H1 2021 a new risk assessment was conducted on the Group's Metering Division. This also
involved representatives of the Portuguese company Janz, acquired in late 2020 and operating in the

Water Metering sector.

In order toimprove risk assessment, and with a view to kbegn sustainable success, a number of
innovative elements were introduced into the Group's risk model in 2021. These included a time horizon
for analysis consistent with the horizon of the strategic plad2@22025) and a focus on risks that may

have an impact on sustainability objectives (e.g. climate change). In addition, a single risk model has been
adopted for all Group divisions, eliminating the separation that previously existed between the risk

assessent and followup processes of the two divisions, Heating and Metering.

Adopting this new approach ensures:

() greater timeliness and incisiveness in identifying risks;

if) more frequent followup activities linked to the remediation plans agreed wip management;

(i) greater responsiveness to risk mitigation needs in accordance with the strategic objectives set out in
the Company's Strategic Plan.

The work carried out in both the assessment and remediation phases was reported to the Contsol, Risk
and Sustainability Committee and the Board of Statutory Auditors and subsequently to the Board of
Directors. The latter was able to decide on the most appropriate risk mitigation actions and policies,

agreeing on the methods and frequency of monitorimgl &llow-up.

The Group adopted the following classification of risks:
A External risks

Strategic risks

Operating Risks

Legal and compliance risks

> > > >

Financial risks.

2021 Annual Financial Report
46



5ANBOG2NARQ wSL

As is well known, 2021 was also affected by Ca@@lBnd the consequent restrictive measures put in
place by the public authorities of the countries concerned, including Italy. The effects of this general
economic environment and the subsequent quick rehdin global economic activity as a result of the
vaccine plan rolbuts and the gradual normalisation of activities will also inevitably extend to the
management of the risks, with particular regard to operating risks (supply chain and business irgajrupti
and financial risks (raw material price risk). For an initial assessment of the risks related to the outbreak
of conflict between Russia and Ukraine, see the section on events subsequent to the end of the financial

year.

External risks

Country Risk

Dueto its international presence, the SIT Group is exposed to Country risk i.e. the risk of changes to the
political and soci@conomic conditions of particular regions. This risk is however mitigated by the
adoption of a business diversification policy gguct and region, therefore balancing the risk at Group

level.

In 2020, SIT acquired a company, already supplying plastic components, located in Tunisia and therein
established SIT Controls Tunisia in order to develop a captive production hub for eledands and

mechanical components, both for the Heating division and the Metering division.

The country risk arising from locating in Tunisia was evident in the first half of 2021 in terms of the local
political and institutional crises, exacerbatedthg serious economic and healthcare situation caused by
COVID. No negative impacts have to date emerged from this situation and the Group continues to closely
monitor the developing political situation, supported also by a network of contacts and redatiitn the

business community and institutions.

We note, however, that the decision to locate production in Tunisight from the planning stagewas
made in line with a policy of double sourcing to allow the rapid start up of local production at@tbap

sites should production be interrupted because of the contingent situation in the country.

Climaterelated risks
SIT is a key manufacturer of control, safety, performance and consumption measurement tools for gas

appliances. In the heating sectitre components and systems produced by SIT are key to monitoring the
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energy efficiency and G@missions of devices utilised by its end customers. SIT products form an integral

part of cuttingedge infrastructures (smart grids) in the metering sector.

As such, SIT plays an active part in public debate and also collaborates with technical and commercial

partners to define and assess the impact of climate change in the short and medium to long term.

According to the methodology used by the Task Forcelioma-Related Financial Disclosures (TFCD) for

the Financial Stability Board, the main transition risks to which SIT is exposed are as follows:

A legal policies and risks associated with new mandatory product standards;
A technological risks due to the ememyee of alternative technologies to gas;

A market risks due to a shift in market demand towards applications with reduceer@iSsions.

SIT natively incorporates the assessment and mitigation of these mediimrisks into the governance

of its corporate strategy and its risk management process. Primary actions in this regard involve product
innovation and an ever closer collaboration lvleading customers to edevelop their new platforms.
Particularly of note in the heating division are those products that are already compatible with
biomethane. As regards hydrogen, we highlight the applied research initiatives for a hydrogen babiler wit

major customers and a full hydrogen smart meter with the UK Department of Energy.

SIT does not currently see the other risk categories defined by the TFCD (physical, acute or chronic risks)

as material at this time.

Strategic risks

Innovation
The SIT Gup operates in a highilgompetitive market featuring significant product technological

innovation and competing with major multinational groups.

While, on the one hand, the SIT Group is exposed to risks related to technological evolution, on the other
its capacity to correctly interpret market demands may translate into opportunities for it to offer
innovative, technologically advanced products which are competitively priced. From this perspective, in
order to maintain a competitive advantage, SIT invésavily in research and development, both with
regard to existing technologies and new applications. This is confirmed not only by the consolidated
partnership with leading universities and research centres, but also the major project involving the

constrwction of new research laboratories launched in 2019 and continuing in H1 2022.
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Operating Risks

Supply Chain

Supply chain risks lie in difficulty in procuring components, above all of electronic nature, due to demand
exceeding supply. In response to thiskfithe Company has assessed, in each case, whether to seek
technical validation of alternative components, in addition to physical coverage of components through

purchases in advance of production needs.

In 2021, SIT increased its contractual coveragesupipliers in pursuit of more transparent, clearer
relations. This policy also includes the request that suppliers and-plairgy intermediaries sign the SIT
Code of Ethics. Finally, the policy of identifying alternative suppliers in order to reducey suppl

concentration was stepped up.

From the second half of 2020 and the entire 2021, as production activities resumed following the
lockdown period, there was a significant increase in the market demand for many raw materials and
components used by the Groupn particular, copperaluminium steel, plastics and certain electronic
components have experienced procurement difficulties and price increases. The availability of inbound
transportation, particularly from China and the Far East, has also been retiyabé sharp increase in
demand. The Group therefore implemented procurement policies designed to meet requirements at the
best conditions possible, both with a view to production continuity and to reducing purchase cost
volatility. Longetterm risk mangement also considers the approval, where possible, of alternative

(particularly electronic) components.

In view of the above and the currently visible future outlook, it may not be ruled out that market demand
levels may lead to shortages of materiafglaan increase in their purchase price, which could therefore

impact the Group's business and its operating and financial results and prospects.
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Business Interruption

G.dzaAySaa AYUSNNUzLIGA2Yé NBFSNER (G2 GKS NRai|l GKFG LI
may be interrupted. At SIT this risk is mitigated through a business continuity procedure that seeks to
reduce the probability of occurrence of kisactors and implement protections designed to limit their

impact. Business interruption mitigation measures were taken through a diversification of suppliers, the
creation of consignment stocks and the use, where possible, of suppliers located in ppysigaity to

production plants.

As regards the impacts that COMD restrictions have had on production facilities, the mitigation
measures adopted by the Group have proved efficient at every stage of the supply chain. With regards to
the possible impets on business continuity from the contingent situation of the procurement markets,

reference should be made to the previous paragraph.

Information Technology

In response to the risk of interruption of IT services due to catastrophic events or hadkicksaSIT has
transferred its servers to an external data centre operated by a specialised provider to offset the risk of
data loss and/or theft, while also ensuring quick, and certain timeframes for recovery and restoration
where incidents occur. In adiin, vulnerability assessments and penetration tests are carried out and
the firewall and antvirus solutions are updated regularly so that they are capable of fending off-cyber
attacks. These measures are also intended to discharge the obligationsstweethe security and
availability of data in accordance with the European Regulation (General Data Protection Regulation) on

the processing of personal data.

Product quality

SIT considers of fundamental importance the risk related to the marketing ofipt®dn terms of quality

and safety. The Group has since its foundation been committed to mitigating this risk through controls on
quality and internal production processes and on suppliers, in addition to prevention of errors. These
latter were undertake to order to anticipate problems arising through utilising specific robust design
methodologies such as Failure Mode & Effect Analysis (FMEA), Quality Function Deployment (QFD), and
Advanced Product Quality Planning (APQP).
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Environment, health and safety
Over the years, the SIT Group has carried out significant human resource, organisational and technical

and economic project investment, circulating a clear environmental policy.

The production process both in Italy and abroad is constantly monitoredn order to minimise the
environmental impact and/or risk relating to the use of products or plants with potential impacts on
health and the environment, all in accordance with applicable legislation. In the first half of 2021, activities
were undertaken @ obtain and renew quality and environmental certifications that are due to expire or
that have been included in the Group's quality plan. In addition, importance is placed on the provisions in
place at the Group's sites to ensure immediate action is takezase of an environmental emergency.

Said provisions guarantee a prompt response in the case of an accidents so as avoid or minimise any

environmental impact.

Finally, SIT has adopted operating procedures and instructions to guarantee the qooeessing of

hazardous waste (used oil, solvents, aqueous rinsing liquids).

The industrial operations of SIT do not fall within the classification of dangerous industries and therefore
there are no significant workplace safety problems. Safety actidtiesegularly managed in accordance
with applicable national legislation, in view of the application in ltaly of Legislative Decree 81/08, the

Consolidated Law on Safety.

In support of safety management, every six months SIT prepares a Safety Planeand\&ait, internal

safety planning and operational management and control tools for each Italian production facility.

In recent years, thanks to the continual application of increasingly modern and efficient technical safety
rules, the number of accidentsas been reduced. This made it possible to apply once more in 2021 for a

reduction of the INAIL premium, granted every year since 2011.

See the 2021 Consolidated N&mancial Statement for further and more comprehensive discussion of

the matters coveredn this paragraph.

Legal and compliance risks
SIT is exposed to the risk of delayed compliance with sector and market laws and regulations. Particularly

important, in reference to this risk, are the rules applicable to the Parent Company due toritg tisti
the main market of the Italian Stock Exchange, in addition to legislation on intellectual and industrial

property rights and competition, worker health and safety, the environment, personal data processing
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pursuant to European Regulation 2016/679 &), the administrative liability of entities (Legislative

Decree 231/01), the protection of savings and financial markets (Law 262/05).

In order to mitigate this risk, each company function continuously oversees the development of the

regulatory frameworkconsulting outside advisors where necessary.

¢tKS tFINByild /2YLIlyes a fAadSR 2y GKS LGFEALFY {042
consolidated its corporate governance system, bringing it into compliance with the law and market best

practies in terms of roles, responsibilities, committees, procedures and policies.

Ly NBfFGA2Y G2 lyeé RAaALMzISas GKS /2YLIlyeQa [S3lf
potential and ongoing disputes and establishes the strategy and the mosbpygte management

actions to be taken, with the support, where appropriate, of leading law firms qualified in the various
jurisdictions in which the various Group companies are based, involving in this regard the relevant
company departments and managefsthe overseas companies. In relation to these risks and the related

economic effects, appropriate assessments are carried out together with the Finance Department.

Insurance Coverage

With the collaboration of its insurance broker, in 2021 the Company updated its assessment of
the types of risk considered relevant and the various insurance cover opportunities offered by
the market. In 2021 this market highlighted a series of criticalgs, especially in the third party
liability sector where risk assessment on an international scale showed a significant increase in
the related premiums. To overcome these issues, the Company organized a number of technical
sessions with a range of leadj insurers and, in collaboration with its broker, provided an
extremely solid technical representation, restricting premium increases to well below the market

benchmark.
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In particular, coverage of all Group companies insurance policies were renewgerkonal

injury and/or property liability from the malfunctioning of products; the liability of directors,
statutory auditors, executives and managers; damage to company property, including damage
from the interruption to production, in addition to googdalso during transport and finally injury

to employees in the exercise of their duties.

Financial Risks
The Group is exposed to the following types of financial risks:

A Market risk: (i) currency risk deriving from operations in currencies other thafutitional currency
of the companies and of the Group; (ii) ridériving from fluctuations in market interest rate@ii)
price risk deriving from changes in market prices of certain raw materials used by the Group in its

production processes;

A Credit risk, concerning commercial transactions with its customers;

A Liquidity risk, related to the availability of financial resources and access to the credit market

The SIT Group has implemented company foreign exchange risk, interest rate risk adity liigk

management policies approved by the Board of Directors.

The scope of these policies is to govern, within a shared framework, the management approach, the
objectives, the roles, the responsibilities and the operating limits of the financial rislagement

activities.

In line with the policies set out, the Group has centralised in the parent company SIT S.p.A. the
management of the financial risks of the subsidiaries, coordinating the Group processes, operating

mechanisms and the relative orgartismal procedures.

Currency risk

The Group is exposed to the risk of fluctuation of exchange rates since it operates in an international
context in which transactions are undertaken in currencies other than the functional currencies of the
individual investees or the Group's functional currency. The Group's exposure to foreign exchange risk is
therefore a consequence of the geographical distribution of the markets in which it sells its products, the
location of its production facilities anthe use of sources of procurement denominated in other

currencies.
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In order to reduce foreign exchange risk, it is a matter of general policy, where possible, to set off opposing

exposures with related risk profiles against one another (a practice knodmyas (i dzNJ £ KSRIAY IE 0

In the Group's operations, exposure to foreign exchange risk hormally arises annually when the prices of

purchase and sale are set, which is when the exchange rates used in the budget are also determined.

The Group regularly assessisaxposure and also manages the foreign exchange risk on the net exposure

through the use of derivative financial instruments. Speculative activity is not permitted.

Despite the existence of these policies and compliance with foreign exchange risk mamageactices
and procedures, abrupt fluctuations in market rates could nonetheless have an adverse impact on the

Group's business, financial performance, financial position, operating results and outlook.

In 2021, the nature and the structure of the expos and the Group monitoring and control policies did

not change substantially compared to the previous year.

The table below shows the value in Euro thousands, at the average exchange rate for the year, respectively
of revenues and purchase cost of raw ter@als, consumable materials and goods, broken down by

currency.

Total revenues by currency:

(Eur.000) 2021 i 2020 2
Revenues Revenues

EUR 280,249 73.6% 240,388 75.0%
usD 68,071 17.9% 56,265 17.5%
CNY 18,708 4.9% 13,966 4.4%
AUD 6,189 1.6% 5,472 1.7%
MXN 5,761 1.5% 3,241 1.0%
GBP 1,490 0.4% 1,143 0.4%
Other 54 0.0% 255 0.1%
Total 380,521 100% 320,730 100%

Total raw materials, ancillaries, consumables and goods by currency:
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EUR 140,764 66.8% 117,297 67.5%
USD 56,345 26.7% 43,707 25.2%
CHF 5,834 2.8% 6,878 4.0%
CNY 3,998 1.9% 3,125 1.8%
RON 2,409 1.1% 1,623 0.9%
MXN 1,097 0.5% 596 0.3%
AUD 204 0.1% 446 0.3%
Other 33 0.0% 24 0.0%
Total 210,685 100% 173,696 100%

During 2021, in line with its policies, the Company undertook financial hedges principally against net

exposures in USD, AUD, GBP, CHF, and CNY.

The currency hedging transactions at the reporting date and their fair values are shown in the Explanatory

Notes.

The Group net debt is entirely in Euro, while the breakdown of the amounts held inestiicted bank

current accounts in foreign currencies is shown in the table below:

(Euro.000) 31.12.2021
Currency

Euro 29,431
US Dollar 7,873
Chinese Yuan 6,452
Romanian Leu 823
Australian Dollar 794
Other currencies 1,113
Total 46,486

With reference to these accounts in the financial statements, the potential loss deriving from a
hypothetical unfavourable change in the exchange rate of the egual to 10% would have a negative

effect of Euro 1,705 thousand, without considering in this sensitivity analysis the effect of the hedging.

Interest rate risk

The Group is exposed to the risk associated with the fluctuation of market interest ratesitdias assets

and liabilities that are sensitive to changes in market interest rates.

SIT management regularly assesses the exposure to interest rate risk and manages these risks also through
the use of derivative financial instruments, in complianciwie company policies. Such policies identify

the financial instruments that may be used and do not permit speculative activity of any sort.
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Despite the existence of these policies and compliance with interest rate risk management practices and
procedues, abrupt fluctuations in market rates could nonetheless have an adverse impact on the Group's

business, financial performance, financial position, operating results and outlook.

At the reporting date, the Group has only one variable rate loan for a relroapital amount of Euro 90
million. This loan provides for a variable interest rate indexed to the Euribor at 6 months. The loan is

hedged by interest rate swaps totalling Euro 72 million, or 80.0% of the underlying value.

The details and fair values thfe hedging transactions outstanding as at the reporting date are presented

in the notes.

SENSITIVITY ANALYSIS

At parity of other conditions, the effects deriving from a hypothetical increase of 100 basis points of the
variable interest rate would result in an increase in financial charges for SIT for the year 2021 of Euro 204
thousand, taking into account the heidg in the period. The same simulation for the previous year, also
taking into account the hedging in place, would have resulted in an increase in financial charges of Euro
101 thousand.

Risk of raw material price fluctuations

The SIT Group's productionsts are influenced by the prices of various raw materials, such as copper and
aluminium, through both the direct purchase of the materials in question and the effect of fluctuations of
the cost of purchasing such materials on price of purchasing conmierend semfinished goods that

contain significant amounts of the materials concerned.

In order to mitigate these risks, SIT constantly monitors the availability of raw materials on the market
and the trends in the price of such materials, with the aimromptly identifying any shortages and taking

the resultant action appropriate to ensuring the needed production capacity and keeping its production
costs competitive. The Group also enters into agreements hedging against the risk of fluctuations of raw

materials prices, where deemed appropriate in the light of projections.

From the second half of 2020 and the entire 2021 there was a significant increase in the market prices of
certain raw materials and components used by the Group, particularly coglpeninium, steel, plastics

and certain electronic components. The magnitude of market price fluctuations has led the Company to
take further action to mitigate this risk. This action included the search for alternative suppliers, technical

approval for altenative components and the monitoring of supply markets, including by the foreign
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subsidiaries located in China and Mexico. In order to reduce purchase cost volatility, the Group therefore
implemented procurement policies designed to meet requirementthatbest conditions possible and
guarantee regular supply. It should also be noted that contracts with certain suppliers contain price
adjustment clauses every six months and therefore the aforementioned market trend will have effects on

purchase costs fdhe following year.
No transactions to hedge against this risk were undertaken during the period.

In view of that indicated above and the foreseeable outlook, there remains a possibility that the market
prices for purchasing the raw materials concernedld in future have an adverse effect on the Group's

operations, financial and economic results, and outlook.

Credit risk

The credit risk deriving from normal Group company operations with commercial counterparties is
managed and controlled within the predures for the allocation and monitoring of client credit standings,

in order to ensure sales are made to reliable and solvent clients. The Parent Company coordinates the
credit management process for all Group companies through periodic reporting andngeet his
process is based on available information regarding the solvency of clients in view of past performance,
according to credit limits set for each client. In addition, the maturity of trade receivables is monitored on
an ongoing basis throughouhe year in order to anticipate and promptly intervene on credit positions

which present greater risk levels.

At the reporting date, there are no significant credit risk positions.

For further information on the composition of receivables, reference shbelmade to Note 7.
Liquidity risk

Liquidity risk may arise from difficulties in sourcing at appropriate conditions and timeframes the funding

necessary for Company and Group operations.
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In relation to liquidity risk, considering the nature of the business and historic operating cash flows, the

Group does not present particular risks related to the sourcing of funding.

The Group adopted the following policies designed to optimise the mamagt of financial resources by

reducing liquidity risk:

1 maintenance of an adequate level of liquidity;
1 obtaining of adequate credit lines;

1 monitoring of future liquidity conditions with the support of internal company planning processes.

The cash flowdfinancial requirements and availability of temporary liquidity of the Group are strictly
monitored and managed centrally by the Parent Company, which carried out the Group Treasury
Management and Financial Coordination to ensure an effective and effigianagement of financial

resources in correlation with the underlying market conditions.

On May 19, 2021, Sit S.p.a. completed the placing of acoawertible bond loan for a value of Euro 40

million, entirely subscribed by PRICOA Private Capital. Thisare issued in a single tranche and have

10-year duration, with a éear grace period. The fixed hgdarly coupon is indexed from the fifth year

G2 | adadlAyroAtAde NIGAy3a 60a9{ D0 LINPOARSR o0& (K
the option for Sit S.p.a. to request PRICOA over the next three years to subscribe to additional bonds, up

to a total amount of USD 100 million (or Euro equivalent).

With this transaction, SIT diversifies its funding streams, improves its financiallitiesibd significantly

lengthens its average debt duration.

On August 6, 2021, SIT agreed with a bank syndicate a Euro 90 mjléan &mortising loan to settle the

bank debt and meet ordinary Group financial needs.

¢KS t21yQa dzy3daSNINVASERRIWIBNBEG | NJaldza G Ayl oAt A (&
international EcoVadis agency. As is usual in similar transactions, the loan stipulates a series of
commitments for the Company, such as a prohibition, except for within the provided limitgssuming

further debt and providing related guarantees (negative pledges), in addition to limits on the distribution

of dividends and the sale of assets or divestment of businesses.
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statements, to be verified on a serannual basis. Failure to comply with these covenants would trigger

the acceleration clause in respect of the Company. The financial covenants in these contracts are (i) ratio
between net finawial position and EBITDA and (ii) ratio between EBITDA and net financial charges, all
amounts to be calculated in accordance with the definitions within the contract. The bond loan in addition

requires compliance with an established debt/own funds ratio.

As at December 31, 2021, the Company was in compliance with all covenants.
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FINANCIAL HIGHLIGHTS OF THE PARENT COMPANY

The Company SIT S.p.A. operates in the sector for the design, manufacturing and sale of gas safety and

control systems for domestic heating appliances and industrial ovens.

Revenues for the year amounted to Euro 269.8 million, compared to Euro 217dhrmllihe previous

year (+24.3%). Revenues include sales to third parties and sales of products and components to group
companies, in addition to royalties invoiced by the company to productive subsidiaries against the use of
technicatproductive and norpatented knowhow, in addition to those of the SIT trademark, all held by

the company.

The purchase costs net of the change in inventories amounted to Euro 159.4 million accounting for approx.

59.1% of revenues, an increase compared to 56.6% in the pseyear.

Personnel costs totalled Euro 48.0 million, (Euro 41.9 million in the previous year), representing 17.8% of
revenues (19.3% in 2020).

Service costs amounted to Euro 35.5 million and accounted for 13.2% of revenues, compared to Euro 30.9
million and14.2% in 2020.

2021 EBIT totalled Euro 12.0 million compared to Euro 5.8 million in 2020 (4.4% revenue margin vs. 2.7%
in 2020).

Income from equity investments amounted to Euro 9.8 million, compared to Euro 6.8 million in the
previous year. Financial income amounted to Euro 0.9 million, compared to Euro 1.1 million in 2020.
Financial charges amounted to Euro 13.7 million in 202iaily due to the Euro 10.0 million increase

in the fair value of the SIT Warrants. N@curring financial charges were also recorded in relation to the
refinancing transactions carried out in 2021: specifically, the settlement of the interest ratenigedgi
transactions and the recognition to the income statement of the residual amortised cost on the loan

repaid in advance for Euro 0.6 million and Euro 0.4 million respectively.

2021 pretax profit was Euro 9.4 million (3.5% revenue margin) compared toE6imillion in 2020 (4.4%

margin).

2021 Annual Financial Report
60



5ANBOG2NEQ wSL

Taxes for the year amounted to Euro 0.4 million, compared with zero the previous year. A positive non

recurring impact of Euro 1.7 million was reported during the year following recognition of the agreement

reached with the tax authorities regarding the Patent Box.

2021 net profit was Euro 9.0 million (3.3% revenue margin) compared to Euro 9.6 million in 2020 (4.4%

margin).

In 2020 the Parent Company acquiréti2,723treasury shares amounting to Euro 3.9 ail, for the
purposes of the Long Term Incentive (LTI) plan, under which some Executives and employees of the

Company and its subsidiaries were granted the right to subscribe to shares of the company upon the

satisfaction of certain performance and marlagnditions.

The net financial position at December 31, 2021 was a net debt of Euro 97.7 million (Euro 124.4 million at

December 31, 2020). The breakdown of the net financial position is shown below:

(Euro.000)

Composition net financial positiof? 31/12/2021  31/12/2020
A. Cash 12 13
B. Cash equivalents 33,451 27,815
C. Other current financial assets 46,784 14,396

D. Cash and cash equivalents (A) + (B) + (C) 80,246 42,224
E. Current financial delfincluding debt instruments but excluding the

current portion of norcurrent financial debt) 42,829 45,532
F. Current portion of the neourrent debt 14,784 23,136

G. Current financial debt (E + F) 57,613 68,668

H. Net current financial debt (GD) (22,633) 26,444
I. Nonrcurrent financial debt 80,918 97,969
J. Debt instruments 39,438
K. Trade payables and other noarrent payables - -
L. Noncurrent financial debt (I + J + K) 120,357 97,969

M. Net Financial Position (H + L) 97,724 124,412

1D ¢KS OFtOdA FGA2Yy 2F (GKS /2YLIl yeQa ySi FAYIYyOAlLt LI2eidbstatwiR2Sa y2i
not involve any financial outlay.

As required by the Communication ESMA&B2-1138 of March 42021, the Group reports net liabilities

for employeedefined benefits of Euro 5,024 thousand (Note 16) and Provisions for risks and charges for
Euro 1,319 thousand (Note 15).
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The Parent Company undertakes a role of financial coordination on behalfsiilisediaries of the Group.
With some Italian and overseas companies, it provides a centralised treasury including through a cash
pooling system provided by primary banks. With each of these companies it has one or more inter

company current accounts thugh which the financial transactions are settled.

2021 Annual Financial Report
62



5ANBOG2NARQ wSL

RECONCILIATION OF NET EQUITY AND THE NET RESULT

The reconciliation between the net equity and the net resulihef Parent Company and the consolidated

net equity and net result is reported below:

Net Equity at Profit Net Equity at Profit

(Euro thousands) 31.12.2021 FY 2021 31.12.2020 FY2020
Statutory financial statements of the parent company 154,263 9,023 154,017 9,591
Difference between the carrying amount of the investments ¢

net equity and net profit/(los;/) (?fthe consolidated subsididte 3613 10,620 2,118 11,362
Elimination of intercompany gains and losses (3,885) (946) (2,669) (45)
Adjustments in the financial statements of the consolida

companies in line with group accounting policies (307) (112) (242) (171)
Elimination dividends from investees - (10,276) - (7,485)
Other adjustments C)] (65) 4 (28)
Minority interest capital and reserves - - - -
Group & Minority int. consol. financial statements 153,676 8,243 153,220 13,225

(1) This difference includes the PPA originedlyorded and the PPA following the acquisition of Janz

INTERCOMPANY AND RELATED PARTY TRANSACTIONS

SIT is a company incorporated in Italy at the Padua Companies Registration Office.

SIT exercises direction and coordination in accordance with Articlé 4@ subsequent of the Civil Code
over its Italian subsidiary. It is not subject to management and coordination, pursuant to Articles 2497

and subsequent of the Italian Civil Code, by the holding company, SIT Technologies S.p.A.

The transactions with retad parties, including intecompany transactions, are not atypical or unusual

and form part of the ordinary business activities of the companies of the Group.

These transactions are regulated at market conditions, i.e. the conditions that would be apgthesen

two independent parties, and are undertaken in the interests of the Group.

At its meeting of June 11, 2021, the Board of Directors of SIT approved the update to the related party
transactions policy, pursuant to Article 4 of the Consob Regulation containing provisions on related party
transactions, adopted by Consob with ResaolntNo. 17221 of March 12, 2010 as most recently amended

with Consob Resolutions No. 21623 and 21624 of December 10, 2020, and published on the website

www.sitcorporate.it in theCorporate Governance/Governance Documseatgion.
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Reference should be made the Explanatory Notes for details of the transactions with parent companies

and companies subject to the control of this latter, related party transactions and-cot@pany

transactions.
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SIT Immobiliare S.p.A., SIT Technologies S.p.A. and MeteRSit S.r.l. elected to participate in the national
tax consolidation procedure for 20322021. The parties to this scheme, which is governed by Legislative
Decree No. 344 of December 12, 2003, andartigular by Articles 117 to 129 of the Consolidated
Income Tax Law, are SIT Immobiliare S.p.A. as the consolidating entity and the other companies as
consolidated entities, as approved by their respective governing bodies. In 2020 the subsidiary SIT
Metering S.r.l. joined the National Tax Consolidation procedure for the ¥e@e period 2022022,

while in 2021 the parent company Technologies SAPA di F.D.S. S.S. also joined for4feattpegod

2021-2023, both as consolidated companies.
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Finally we reort that in tax year 2020, SIT Technologies S.p.A., as parent company, and SIT S.p.A., SIT
Immobiliare S.p.A. and Metersit S.r.l., as subsidiaries, adhered to the Group VAT settlement procedure
governed by Article 73, final paragraph, of Presidential &2d33/1972, as approved by their

respective governing bodies in 2019. From next year the subsidiary SIT Metering S.r.l. will also join the

Group VAT procedure as a subsidiary.

Treasury shares

AtDecember 31, 2021, the Company held 729,447 treasury shares without nominal value, equal to 2.91%

of the share capital, of which 412,723 acquired during the year.

Performance of the Group companies

The table below contains some indicat@sf ( KS &dzo @A RAFNASAQ LISNF2NXIyOS
Business sector: Heating
(Euro.000)
Company Revenue Net Profit Employees

2021 2020 Change 2021 2020 Change| 2021 2020 Cge.
SIT Argentina S.r.l. 42 28 14 - 1 1) - - -
SIT Gas Controls Pty Ltd 6,189 5,472 717 332 318 14 7 6 1
SIT Controls Canada Inc. 416 292 124 168 82 86 1 1 -
SITManufacturing (Suzhou) Co. Ltd 21,268 17,152 4,116 346 504 (158) 69 79 (10)
SIT Controls CR, S.r.o. 1,831 1,434 397 898 667 231 7 8 1)
SITControls Deutschland GmbH 1,302 1,109 193 383 263 120 4 3 1
SIT manufacturing Na Sa deCV 70,215 56,471 13,744 4,380 2,428 1,952 436 431 5
SITde monterrey SA de CV 2,285 4,066 (1,781) 84 43 41 - - -
SITControls BV 33,273 29,699 3,574 2,326 2,023 303 177 149 28
SITRomania Srl 67,464 54,229 13,235 1,919 1,359 560 653 622 31
SIT Controls USA Inc. 3,391 2,738 653 1,587 1,090 497 6 6 -
SitControls Tunisia S.u.a.r.l 5,445 - 5,445 (1,149) (38) (1,111) 131 6 125
Plast Alfin S.a.r.l. 3,613 1,663 1,950 318 351 (33) 68 113 (45)
Business sector: Smart Metering
(Euro.000)
Company Revenue Net Profit Employees

2021 2020 Change| 2021 2020 Change 2021 2020 Change
MeteRSit S.r.l. 82,326 98,516 (16,190) 2,445 5,524 (3,079) 82 76 6
Metersit Romania S.r.l. 27,441 37,610 (10,169) (126) 692  (818) 9 78 (69)
Sit Metering S.r.l. 202 - 202 (336) (21) (314) - - -
Metersit UK Ltd - - - (92) - (92) 2 - 2
éﬁj’}'ﬁg%ﬁagem e Gestdo de 20,888 - 20,888 982 - 082 288 - 288
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SUBSEQUENT EVENTS TOBNHARND MANAGEMENT PERFORMANCE

In Januarythe Company was awarded a "Silver" rating by EcoVadis, an international rating agency that
measures companies' CSR (Corporate Social Responsibility) performance using a method based on the
highest international reference standards. This represents afsigni improvement, achieved in the

space of just one year following the "Bronze" rating achieved in 2020, and is the result of SIT's commitment

G2 2yS 2F GKS DNRdzZJQa &aiN}XGS3IAO0 2062S00GA@Saz | GS.
principles and the Company's sustainable action towards its stakeholders and the ecosystem in which it

operates.
SIT ranks among the top 22% of companies assessed by EcoVadis in its sector.

Through its subsidiary Metersit, in March SIT obtained MID (Measurirrgrmestit Directive) certification
for its 100% hydrogen Domushext® 2.0 MMU40 H2 commercial nTéterMID certificate waissued by
the notified bodyNMi Certin B.V.. It igalid in Europe and the UK but also recognized in otherEldn
countries and guarants the accuracy and reliability of the measuring instrument. This achievement
comes in addition to similar certification obtained in 2021 for the residential meter model, both of which

reflect the Group's commitment to hydrogen applications and the engagysition.

With regards to the political situation arising from the invasion of Ukraine by the Russian army, the

impacts on SIT Group operations are being continually monitored.

2021 revenues directly from Russia and Ukraine totalled approx. 5% oflickatsd revenues and entirely

concerned the Heating Division.

The Group does not hold direct investments in the two countries. Commercial coverage is provided by
local distributors managed by employees of the group's Czech subsidiary based in Mosaanaréhe

currently no significant positions past due.

For procurement, a supplier of electronic board assembly belonging to an American multinational
company is based in Ukraine, on the Slovak border. The boards provided are used in Heating and now
represent approx. 25% of the Division's total. This supply currently continues uninterrupted. However,
SIT has initiated a contingency plan to accelerate insourcing and the shifting of production to suppliers

located in other lowcost countries.
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Finally, in March 2022, SIT agreed a loan with Cassa Depositi e Prestiti S.p.A. in order to support new
environmental, energy efficiency, sustainable development promotion and green economy investment

and to launch initiatives to grow the Group in Italydaoverseas.

The amortizing and unsecured loan amounts to Euro 15 million and has a duration of 5 years. It marks a
FAdZNIHKSNJ) adSLI Ay GKS /2YLIyeQa OFLAGEE &2dz2NOS RAQ

N>

relationship with a leading institional investor.

Outlook
Tensions on both prices and the availability of raw materials and electronic components continued into
the initial months of 2022, alongside the ongoing political and economic uncertainty from the

Russia/Ukraine crisis.

Despite his environment, SIT remains confident in the positive fundamental trends on which its growth,
market and technology leadership is based: the energy transition towards lower emissions and hydrogen
ready solutions, energy efficiency supported also by ingest the optimisation of water consumption
through new metering systems, the replacement of gas meters for the domestic market and the group's

ability to pass on to customers the cost increases resulting from the new inflationary environment.

*kk
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In accordance with the provisions of IAS 1, simultaneous to the authorization of the publication of the
ASLI NI GS FAYLFYOALE adlaSySydas GKS . 2FNR 2F 5ANBO
A to distribute a dividend of Euro 0.30 for daof the shares in circulation at the-eividend date,

excluding portfolio treasury shares at that date. The total value of dividends, considering shares

outstanding at March 22, 2022, is Euro 7,298,940;

A to allocate part of the profit for the year, equal to Euro 2,054.88, to the legal reserve pursuant to

Article 2430 of the Civil Code, thereby reaching-fifie of the share capital,

A to allocate part of the net profit for the year, equal to Euro 657,73718 set up a reserve for

unrealized foreign exchange gains, in accordance with Article 2426bioBthe Civil Code;

>~

to allocate the remaining profit to the extraordinary reserve;

>~

to release the reserve for the first application of IAS/IEREI to Euro 31,680.93 and reclassify

this amount to the extraordinary reserve.

Padua, March 22, 2022

The Chairperson of the Board of Directors

6aN¥ CSRSNARO2Z RSQ
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Consolidated financial statements at December 31, 2021
Financial Statements

CONSOLIDATED BALANCE SHEET

(Euro.000) Note 31/12/2021 31/12/2020

RESTATE
Goodwill 1 87,946 87,946
Other intangible assets 1 61,611 66,178
Property, plant and equipment 2 98,039 90,228
Investments 3 325 326
Non-current financial assets 4 2,139 2,282
Deferred tax assets 5 7,897 4,861
Non-current assets 257,957 251,821
Inventories 6 70,123 56,453
Trade receivables 7 56,052 65,365
Other current assets 8 15,745 14,234
Taxreceivables 9 2,965 3,983
Other current financial assets 4 527 1,032
Cash and cash equivalents 10 46,667 42,328
Current assets 192,079 183,395
Total assets 450,036 435,216
Share capital 11 96,162 96,152
Total Reserves 12 49,271 43,844
Net profit 8,243 13,225
Minority interest net equity - -
{ K NBK2f RSNAEQ 91jdzA (@ 153,676 153,221
Medium/long-term loans and borrowings 13 74,540 91,734
Other noncurrent financial liabilities and derivative finandiatruments 14 54,625 16,484
Provisions for risks and charges 15 4,941 4,990
Postemployment benefit provision 16 5,762 6,095
Other noncurrent liabilities 61 35
Deferred tax liabilities 17 15,743 17,546
Non-current liabilities 155,672 136,884
Shortterm loans and borrowings 18 19,770 46,533
Other current financial liabilities and derivative financial instruments 19 4,988 4,630
Trade payables 20 80,752 72,203
Other current liabilities 21 23,163 18,638
Financial instruments for Warrants 22 8,748 1,045
Tax payables 23 3,267 2,062
Current liabilities 140,688 145,111
Total Liabilities 296,360 281,995
¢2GFt {KINBK2ft RSNAQ 9ljdZAie |yR [ 450,036 435,216
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Consolidated financial statements at December 31, 2021
Financial Statements

CONSOLIDATENICOME STATEMENT

(Euro.000) Note 2021 2020
Revenues from sales and services 24 380,521 320,731
Raw materials, ancillaries, consumables and goods 25 210,685 173,696
Change in inventories 25 (11,286) (2,777)
Services 26 48,424 38,198
Personnel expense 27 81,990 66,581
Depreciation, amortisation and writdowns 28 26,897 24,052
Provisions 29 (83) 815
Other charges (income) 30 (436) 550
EBIT 24,330 19,616
Investment income/(charges) 31 -
Financial income 31 395 835
Financial charges 32 (14,074) (3,939)
Net exchange gains (losses) 33 1,024 (521)
Impairments on financial assets - -
Profit before taxes 11,706 15,991
Income taxes 34 (3,462) (2,766)
Net profit for the year 8,243 13,225
Minority interest result - -
Group net profit 8,243 13,225
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Consolidated financial statements at December 31, 2021
Financial Statements

CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOMI

(Euro.000) 2021 2020

Net profit 8,243 13,225
Other comprehensive income statement items which may be subsequently recle
to theincome statement for the year, net of taxes:

Net change in cash flow hedge reserve 886 399
Income taxes (213) (96)
Total unrealised financial asset gains/(losses) 674 303
Translation of financial statements in currencies other than the Euro 986 (3,685)

Total of other comprehensive income statement items which may be subseque

reclassified to the profit/(loss) for the year, net of taxes 1,660 (3,381)

Other comprehensive income statement items which may not be subseq
reclassified to the profit/(los$pr the year, net of taxes:

Unrealised actuarial gains (108) 96
Income taxes 26 (23)
Total unrealised actuarial gains/(losses) (82) 73

Total of other comprehensive income statement items which may not

subsequently reclassified to the profit/(loss) for the year, net of taxes (82) 3
Total other comprehensive income/(expense) for the year, net of taxes 1,577 (3,309)
Total comprehensive income 9,820 9,916
Totalcomprehensive income for the year attributable to:

Parent company shareholders 9,820 9,916

Minority shareholders - -
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Consolidated financial statements at December 31, 2021
Financial Statements

CONSOLIDATED CASH FLOW STATEMENT

(Euro.000) Note 2021 2020
RESTATEI
Net profit 8,243 13,225
Amortisation & depreciation 1-2 26,885 24,006
Nortcash adjustments (59) 1,109
Income taxes 34 3,462 2,766
Net financial charges/(income) 31-32 13,646 3,104
CASH FLOW FROM CURRENT ACTIVITIES (A) 52,177 44,210

Changes in assets ari@dbilities:

Inventories (13,036) (2,876)
Trade receivables 9,910 (6,051)
Trade payables 7,890 (1,554)
Other assets and liabilities 2,790 (133)
Income taxes paid (6,475) (6,315)
éﬁ)\SH FLOW GENERATED (ABSORBED) FROM CHANBBEING CAPITAL 1,079 (16,929)
CASH FLOW FROM OPERATING ACTIVITIES (A + B) 53,256 27,281
Investing activities:

Investments in property, plant & equipment (22,701) (14,026)
Other changes in property, plant&quipment 340 710
Investments in intangible assets (4,225) (685)
Other changes in intangible assets 9 25
Other changes in financial assets (35) 1,280
Other cash flows from current financial assets 626 (626)
Acq_uisition or sale dfubsidiaries or business units net of cash and cash 72) (27,742)
equivalents

CASH FLOW FROM INVESTING ACTIVITIES (C) (26,058) (41,064)
CASH FLOW FROM OPERATING & INVESTING ACTIVITIES (A + B + C) 27,198 (13,783)
Financingactivities:

Interest paid (3,566) (3,024)
Repayment of norturrent financial payables 19 (139,060) (22,416)
Increase (decrease) current financial payables (198) 146
Increase (decrease) other financial payables 19-35 (2,759) (2,000)
Newloans 19 133,482 55,500
Payment of dividends 12 (6,890) (3,476)
Paidin share capital increase 11 10 -

Treasury shares 12 (3,922) (775)
CASH FLOW FROM FINANCING ACTIVITIES (D) (22,903) 23,955
Change in translation reserve 12 44 (1,909)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (A +B +( 4,339 8,263
Cash & cash equivalents at beginning of the year 42,328 34,065
Increase (decrease) in cash and cash equivalents 4,339 8,263
Cash & cash equivalents at end of threar 46,667 42,328
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Other reserves

< . Net o Mitnorit¥ To[t‘a'llcl?rou‘p

;hpail:; premairuem srﬁ:rseusry r;:g:/le c Allocation Cash Retained f?r'(m:a shargﬁgll?jers' I(r:]a\epritteafl anI nterI(re]sotr v
reserve | reserve urrency and flow Capital | Actuarial | Extraordinary| Warrang Performance earnings ear equity and Shareholders'

%?;Zf;?; errlip_:_olyee hedge | payments| reserve reserve reserve rzzz:\?e (accum. Y reserves Equity
res.e.r\;e reserve losses)

December 31, 2019 96,152 10,360 (1,437)| 19,230 (4,557) 175 | (1,021) 16,615 (647) 1,491 (3,028) - (5,695)| 19,928 147,566 - 147,566

Allocation of the 2019 result - - - - - - - - - - 1,460 - 18,468 | (19,928) - - -
Comprehensive profit 2020 - - - - (3,685) - 303 - 73 - - - - 13,225 9,916 - 9,916
Dividends - - - - - - - - - - - - (3,476) - (3,476) - (3,476)
Other movements - - - - - - - - - - - - (11) - (11) - (11)
Acquisition of treasury share - - (775) - - - - - - - - - - - (775) - (775)
December 31, 2020 96,152 10,360 (2,212)| 19,230 (8,242) 175 (718) 16,615 (574) 1,491 (1,567) - 9,286 | 13,225 153,221 - 153,221

Allocation of the 2020 result - - - - - (175) - - - - 522 - 12,877| (13,225) - - -
Comprehensive profit 2021 - - - - 987 - 673 - (82) - - - - 8,243 9,820 - 9,820
Change in Warrants 10 - - - - - - - - - 1,275 - - - 1,285 - 1,285
Assignment L.T.I. to employsg - - - - - 174 - - - - - - - - 174 - 174
Dividends - - - - - - - - - - - - (6,890) - (6,890) - (6,890)
Other movements - - - - - - - - - - - - (12) - 12) - (12)
Acquisition of treasury share - - (3,922) - - - - - - - - - - - (3,922) - (3,922)
December 31, 2021 96,162 10,360 (6,134)| 19,230 (7,255) 174 (45) 16,615 (656) 1,491 230 - 15,261 8,243 153,676 - 153,676

C2NJ) FAdZNIKSNJ RSGIFIAft&a 2y G(GKS ONBlI{R2sy 2F &KINBK2f RSNEAKoteSljdzAGiedZ NBFSNBYyOS aK2dzZ R 6S YIRS (2 b2iSa wmm
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2021 Annual Financialdport
Notes to the financial statements

GENERAL INFORMATION

SIT S.p.A. (hereinafter, the Parent Company, SIT or the Company), based in Padua and whose shares are
listed on the MTA market managed by the Italian Stock Exchange. The company is entered in the
Companies Register ofua at No. 04805520287 with registered office in Viale dell'Industria No. 31/33,
Padua (PD).

The Company develops, manufactures and sells safety, control and comfort systems and high

performance gas equipment, principally for domestic use such as boilers, stoves and water heaters.

These financial statements were approved by the Board of Direotofdarch 22, 2022 and authorised
for publication on the websitevww.sitgroup.itby April 7, 2022. The financial statements are subject to
GKS FLIINZ2GEFE 2F GKS {KFINBK2ft RSNEQ aSSiAy3do

In 2017, the merger between SIT 3.pand Industrial Stars of Italy 2 S.p.A. (ISI2 or ISI2 S.p.A.), a SPAC
(Special Purchase Acquisition Company) listed on the AIM Italia market of the Italian Stock Exchange. The
merger was effective on July 20, 2017 with the simultaneous start of tradingd KS O2 YLJ y & Q&
shares and warrants on the AIM Italia market managed by the Italian Stock Exchange. With the merger by
incorporation of 1ISI2 S.p.A. (listed noperating company) into SIT S.p.A. (listed operating company), the
former shareholdersf ISI2 became the minority shareholders of SIT S.p.A.. In the merger, SIT was

therefore considered as the acquirer and ISI2 as the acquiree.

SIT S.p.A. decided that it would apply the option as per Article 70, paragraph 8 and Article 71, paragraph 1
bisof Consob Regulation No. 11971/99 (and thereafter) and, therefore, that it would employ the exemption
from publication of a disclosure document concerning significant mergerp$fpiand share capital increase

operations through conferment of assets ind, acquisitions and sales.

DRAFTING CRITERIA

The consolidated financial statements of the SIT Group at December 31, 2021 were prepared in
accordance with the international accounting standards (IFRS/IAS) issued by the International Accounting
Standards Bard (IASB) and adopted by the European Union, including all interpretations of the
International Financial Reporting Interpretations Committee (IFRIC).

The consolidated financial statements comprise:
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A the Consolidated balance sheet classified by currewt moncurrent assets and liabilities based
on their realisation or settlement within the normal

operating cycle, not more than 12 months subsequent to the reporting date;

A the Consolidated income statement which classifies costs and revenues by typéy ishic
considered a better representation of the Group performance than a segment breakdown.

A the Consolidated comprehensive income statement;

A the Consolidated cash flow statement prepared in accordance with the indirect method;

A the statement of changesirecy 82 f AR 1 SR &Kl NBK2f RSNBQ SljdaAaide |

A corresponding explanatory notes containing the disclosure required by applicable legislation and

by the reference international accounting standards.
The Consolidated Financial Statements have been prepared baseé bistbrical cost principle, except
for derivative financial instruments and financial liabilities for warrants, which have been recognised at

fair value.

These consolidated financial statements are presented in Euro, the functional currency of the parent

company and all amounts are rounded to thousands of Euro, except where otherwise indicated.

The financial statements used for the consolidation were prepared at December 31, 2021 by the Boards
of Directors of the individual consolidated companies, adjdistehere necessary, in accordance with the

accounting standards and policies adopted by the Group.

The consolidated financial statements fulfil the requirement for a true and fair view of the balance sheet,
financial position, income statement and casbw of the Group, in compliance with the general
principles of going concern, the accruals concept, reliable presentation, correct classification, prohibition

of offsetting and comparability of information.

The accounting standards and policies applied ttoe preparation of the consolidated financial
statements at December 31, 2021 are the same as those adopted for the consolidated financial

statements at December 31, 2020.

The SIT Group consolidated financial statements were audited by the company Deloitte & Touche S.p.A..
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IFRS accounting standards, amendments and interpretations applicable from
January 1, 2021

The following IFRS accounting standards, amendments and iatatijons were applied for the first time

by the Group from January 1, 2021

Covid19 Related Rent Concessions beyond 30 June 2021 (Amendments to IFRS 16)

On March 31, 2021, the IASB published an amendment entitled "d&¥Rklated Rent Concessions
beyond dine 30, 2021 (Amendments to IFRS 16)"by which it extends by one year the period of application
of the amendment issued in 2020 , which provided lessees the option to account forXeréildhted rent
reductions without having to assess through contractlgsia whether the definition of lease modification

in IFRS 16 was met. Therefore, the lessees who applied this option in fiscal year 2020 accounted for the
effects of rent reductions directly in the income statement on the effective date of the reductios.

2021 amendment, which is only available to entities that have already adopted the 2020 amendment,

applies from April 1, 2021, and early adoption is permitted.

¢KS FR2LIGAZ2Y 2F GKAA | YSYRYSyld R2Sa yz2dd KIFr@S ST7T

statements

Extension of the Temporary Exemption from Applying IFRS 9 (Amendments to IFRS 4)

On June 25, 2020, the IASB published an amendment called "Extension of the Temporary Exemption from
Applying IFRS 9 (Amendments to IFRS 4)". The amendments allow the temporary exemption from the
application of IFRS 9 to be extended until January 1, 2628dorance companies.

¢KS ITR2LIIA2Y 2F GKAA I YSYRYSyld R2Sa yz24 KFI@gS S¥

statements

Interest Rate Benchmark ReforniPhase 2
On August 27, 2020, the IASB published, in light of the reform on interbank intereststath as IBOR,
the document "Interest Rate Benchmark Refelfhase 2" which contains amendments to the following
standards:

A IFRS 9 Financial Instruments;

A I1AS 39 Financial Instruments: Recognition and Measurement;

A IFRS 7 Financial Instruments: Disclosures:
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A IFRS 4 Insurance Contracts; and
A IFRS 16 Leases.
All the amendments entered into force as of January 1, 2021.
¢CKS FR2LIGIAZ2Y 2F GKAA | YSYRYSyld R2Sa yz2dd KIFr@gS ST7T

statements

IFRS and IFRIC standards, amendments &grigtations endorsed by the
EU, not yet mandatory and not adopted in advance by the Group at December
31, 2021

IASB Amendments May 14, 2020
On May 14, 2020, the IASB published the following amendments:

A Amendments to IFRS 3 Busin€ssnbinations: the purpose of the amendments is to update the
reference in IFRS 3 to the revised version of the Conceptual Framework, without changing the
provisions of the standard.

A Amendments to IAS 16 Property, Plant and Equipment: the purpose of thedmmaats is not to
allow the amount received from the sale of goods produced during the testing phase of the asset
to be deducted from the cost of the asset. These sales revenues and related costs will therefore
be recognised to the statement of profit ards.

A Amendments to IAS 37 Provisions, Contingent Liabilities and Contingent Assets: the amendment
clarifies that in estimating the possible onerousness of a contract, all costs directly attributable to
the contract must be considered. Accordingly, the asagent of whether a contract is onerous
includes not only incremental costs (such as the cost of direct material used in processing), but
also all costs that the enterprise cannot avoid because it has entered into the contract (such as,
for example, the shre of depreciation of machinery used to perform the contract).

A Annual Improvements 2018020: the amendments were made to IFRS 1 fhirst Adoption of
International Financial Reporting Standards, IFRS 9 Financial Instruments, IAS 41 Agriculture and

the lllustrative Examples of IFRS 16 Leases.

All the amendments will enter into force from January 1, 2022. The Directors do not expect this
FYSYRYSY(d G2 KE@S + &AAIYAFAOLYd AYLI OO 2y GKS O2Y
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IFRS 1¢ Insurance Contrast
On May 18, 2017, the IASB published IFRSIASurance Contracts which replaces IFRSmurance

Contracts.

The new standard ensures that an entity provides pertinent information which accurately presents the
rights and obligations under insurance t@tts. The IASB developed the standard in order to eliminate
inconsistencies and weaknesses in the existing accounting policies, providing a single frassdle
framework to take account of all types of insurance contracts, including reinsurance asriedd by an

insurer.

The new standard sets out in addition presentation and disclosure requirements to improve comparability

between entities belonging to the same sector.

It measures insurance contracts on the basis of a General Model or a simpifiéaiwvof such, called the
t NEBYAdzy ' £€20F0A2y ! LILINRBIFOK o0dGt! ! 0o

The main features of the General Model are:

A the estimates and assumptions of future cash flows always refer to the current portion;

A the measurement reflects the time value of money;

A the estimdes include an extensive use of observable market information:

A acurrent and clear risk measurement exists:

A the expected profit is deferred and aggregated into groups of insurance contracts on initial
recognition; and,

A the expected profit is recognised ime period of contractual coverage, taking account of

adjustments from changes in the assumptions on cash flows for each group of contracts.

The PPA approach involves the measuring of the liability for the residual coverage of a group of insurance
contracts on the condition that, on initial recognition, the entity expects that this liability reasonably
reflects an approximation of the General Model. Contracts with a coverage period of one year or less are
automatically considered appropriate for the PAgpeoach. The simplifications from application of the

PPA method do not apply to the valuation of liabilities for existing claims, which are measured with the
General Model. However, it is not necessary to discount these cash flows where it is expettén tha

balance will be paid or received within one year from the date on which the claim occurred.
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The entity should apply the new standard to insurance contracts issued, including reinsurance contracts
issued, reinsurance contracts held and also investroentracts with a discretionary participation feature
(DPF).

The standard is effective from January 1, 2023, although advance application is permitted, only for entities

applying IFRS @Financial Instruments and IFRS-Revenue from Contracts with Costers.

¢KS S5ANBOG2NE R2 y2( SELISOG (GKA& allyRFINR 6Atf KI

financial statements.

IFRS Standards, Amendments and Interpretations not yet approved by the
European Union
At the reporting date, theelevant bodies of the European Union had not yet concluded the process

necessary for the implementation of the amendments and standards described below.

' YSYRYSyida G2 L!'{ m Gt NBaSydlGA2y 2F CAYINOALE { Gl
current

hy WFydzt NBE HOX HAHNnX GKS L!{. LldzofAaKSR Iy I YSYRY
Financial Statements: Classification of Liabilities as Current ofONENNB Yy (1 ¢ @ ¢ KS  LJdzN1J2
document is to clarify how to classify payedand other short or lorterm liabilities. These amendments

shall enter into force on January 1, 2023 and early application is permitted.

¢KS 5ANBOG2NE R2 yv2i SELISOG GKA&a &dFyRIFINR gAftf KI

financial satements.

Disclosure of Accounting Polictedmendments to IAS 1 and IFRS Practice Statement 2; Definition of
Accounting EstimatesAmendments to IAS 8

hy CSONMHzZ NBE MHIX HaumX 0KS L!{. LldzmfAaKSR (w2 I YSyY
AmeRYSyida (G2 L!'{ wm YR LCw{ tN}XOGAOS {iGlIa&GSYySyid +
' YSYRYSyGa G2 L!{ yéod ¢KSdiglésurgddaScauntndNliciagypioBigeRS R { 2

more useful information to investors and other primary users offficial statements and to help
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companies distinguish between changes in accounting estimates and charagpesumting policies. The

amendments will be applicable from January 1, 2023, although advance application is permitted.

The Directors do notexpect KA & aidlk yRFNR gAfft KFEGS | aA3ayATFAOLyY

financial statements.

Amendments to IAS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising from a Single
Transaction

On May 7, 2021, the IASB published angrieY Sy G OF f ft SR a&a! YSYRYSyGa G2 L! {
¢FE NBfIFIGSR (2 !'aasSia YR [AFOAfAGASE FNRaAy3d TN
deferred taxes should be accounted for on certain transactions that can generate assets gitidgdiab

equal amounts, such as leases and decommissioning obligations. The amendments will be applicable from

January 1, 2023, although advance application is permitted.

The Directors do not expect this standard will have a significant impact on thekogieé Qa O2y a2t AR

financial statements.

Amendments to IFRS 17 Insurance contracts: Initial Application of IFRS 17 andcIER& #arative

Information

On December 9, 2021, the IASB published an amendment called "Amendments to IFRS 17 Insurance
contracts Initial Application of IFRS 17 and IFRS/92 Y LJ NI G A BS LY FT2NXI A2y E D
transition option related to comparative information on financial assets presented at the date of initial
application of IFRS 17. The amendment is intended to d@eaigporary accounting mismatches between

financial assets and insurance contract liabilities, and thus improve the usefulness of comparative
information for financial statement readers. The amendments will apply from January 1, 2023, together

with the applcation of IFRS 17.

¢tKS 5ANBOG2NA R2 y2i SELISOG GKA& &0l yRFENR 6Aff KI

financial statements.
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IFRS 14Regulatory Deferral Accounts

On January 30, 2014 the IASB published IFRS 14 Regulatory Deferratsdatach permits only those
adopting IFRS for the first time to continue to recognise amounts concerning Rate Regulation Activities
according to the previous accounting standards adopted. As the Company istanirsadopter, this

standard is not applable.

DISCRETIONAL VALUATIONS AND SIGNIFICANT ACCOUNTING ESTIMA

The preparation of the consolidated financial statements and Explanatory Notes in application of

international accounting standards (IAS/IFRS) requires Directors to make estimates amgtass

which, in certain circumstances, are based on historic data and may affect the values expressed in the
financial statements. Assumptions deriving from estimates are revised periodically and the relative effects

are reflected in the income statemeint the period in which they occur.

The principal assumptions utilised in the estimation processes and the sources of uncertainty, for which
significant adjustments to the carrying amount of the assets and liabilities may emerge in the future, are

summarsed below.

In this regard, the estimates made at December 31, 2021 reflect the considerations made by the Directors
on possible developments linked to the current national and international environment dominated by the
COVIBEL9 outbreak and the resultingestrictive containment measures implemented by the public

authorities of the countries affected.

The events related to theonflict between Russia and Ukraine have been consideredaadijusting events
in respect of the accounts of the 2021 financial statements, according to the definition given in IAS 10 821,

since they occurred after yeand.

Doubtful debt provision
The doubtful debt provision reflects the estimate of expected losses on trade receivables

recognised to the financial statements and not covered by any insurance. It is determined on the basis of
past experience or on the basis, analysis and considerati@de in relation to the credit quality and

economic and market projections.
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Inventory obsolescence provision
The inventory of raw materials, setfimished and finished products are valued at the lower of cost and

market value, applying the average weligdh cost criteria in establishing the cost. The valuation of
inventories includes direct materials and labour costs and indirect costs (variable and fixed). Provisions
are made for materials, finished products and obsolete or slow moving items, whilda&isg into

account their expected future use and realisable value.

Impairment of norinancial assets
The Group reviews, at each yeamd, if indicators highlight a loAgrm impairment for all of the non

financial assets. If there is an impairment ldbg, accounting value is aligned to its recoverable amount.
Goodwill and the other intangible assets with indefinite useful life annually undergo an impairment test.
The recoverable value of narurrent assets is normally based on the value in use, consgltre present

value of expected financial cash flows from continuous use of the asset. The review therefore involves
also the choice of an adequate discounting rate for the calculation of the present value of expected cash
flows. Any change in th@ain estimates and assumptions made when preparing the plan and, therefore,
the impairment test, could affect value in use and the result that is actually reached in relation to the

realisable amount of the assets recognised.

Refer to Note 1 of these Explanatdiptes regarding the sensitivity analyses performed.

Development costs
Development costs are capitalised in accordance with the accounting policy outlined in the section below.

¢CKS AYAGAFE OFLAGIEEAAIGAZ2Y 27F @& and &conbryic feagibigy O G &
opinion. The Directors are therefore required to draw up the assumptions relating to the expected future
cash flows from the assets, the discount rate to be applied and the periods of the expected benefits.

Further details areeported at Note 1.

Deferred tax assets
Deferred tax assets are recognised in accordance with IAS 12. A discretional valuation is required by the

Directors to establish the amount of the deferred tax assets which may be recorded. They must estimate
the probable timeframe and amount of future assessable income, in addition to a planning strategy for

future taxes. The carrying amount of deferred tax assets is reported at Note 5.
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Provisions for risks and charges
The Directors make estimates regarding othekgiand charges. In particular, against the various disputes

involving the Group, the Directors have made estimates and assumptions in determining the level of
probability of a liability arising within the Group and, where the risk is considered probablketgrmining

the amount of the provision against the risks identified. Further details are reported at Note 15.

Guarantee provisions
The Group makes provisions for the expected cost of product guarantees. Management establishes these

provisions based onistoric information concerning the frequency and the average cost of guarantees.

Employee benefits
The carrying amount of defined benefit plans is calculated utilising actuarial valuations, which require the

consideration of statistical hypothesis concerning discount rates, the expected return on assets, future
salary increases, mortality rates and ftéupension increases. The Group considers the estimated rates
used by the actuaries for the valuation at the ye&d reasonable, but does not exclude that significant
future changes in the rates may have considerable impacts on the liability recognittesl financial

statements. Further details are reported at Note 16.

Sharebased payments
Estimating the fair value of the shabased payments requires the utilisation of the most appropriate

valuation model, based on the terms and conditions on which éhestruments were granted. Also
required to be identified are the data used in the valuation technigue amongst which the assumed

estimated exercise period of the options, volatility and share return.

For sharebased payments settled by cash, it is neaegto remeasure the liability at the end of each
reporting period and until the settlement date, recording each fair value change in the income statement.

This requires a rexamination of the estimates utilised at the end of each reporting period.

Fa the sharebased payments with employees, the Group utilises the Montercarlo simulation model for
the plans with employees. The assumptions used for the estimate of the fair value of thebakark

payments are shown in Note 37.
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IFRS 16Estimation of the marginal lending rate
In order to determine the implied contract interest rate, the Group uses the marginal interest rate, i.e.

the interest rate which the lessee should pay for a loan with similar duration and guarantees, in order to
acquire the leased asset. Where there aeabservable data (such as in the case of investees that are
not direct counterparties to financial transactions) or when rates must be adjusted to reflect the terms
and conditions of the lease (for example, when the lease is not in the investee's fualatiorency), the

Group estimates the rate to be applied using observable data (such as market interest rates) if available,

and making specific considerations about the terms and conditions of the investee.

ACCOUNTING PRINCIPLES AND VALUATION CRITERIA

The main accounting policies adopted in the preparation of the consolidated financial statements at

December 31, 2021 are disclosed below.

Basis of consolidation principles
The consolidation scope includes the Parent Company SIT S.p.A. and the companies in which SIT S.p.A.

holds, directly or indirectly, a majority stake or majority voting rights, or where it has the power to

determine- also through contractsthe financialand operating policies.

The Group exercises control when it is exposed to or has the right to variable income streams, based on
the relationship with the investee, and, at the same time, has the capacity to affect such income streams
through the exercisef power over the investee.

Specifically, the Group controls an investee if, and only if, the Group has:

A the power over the investment entity (or holds valid rights which confer it the current capacity to

control the significant activities of the investntegntity);

A the exposure or rights to variable returns deriving from involvement with the investment entity;

A the capacity to exercise its power on the investment entity to affect its income streams.
Generally, there is presumption that the majority of theting rights results in control. In support of this
presumption and when the Group holds less than the majority of the voting rights (or similar rights), the
Group shall consider all the facts and significant circumstances to establish whether continel of

investment entity exists, including:
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A contractual agreements with other holders of voting rights;

A rights deriving from contractual agreements;

A voting rights or potential voting rights of the Group.
The Group reconsiders if it has control of aneistee if the facts and circumstances indicate that there
have been changes in one or more of the three significant elements for the definition of control. The
consolidation of a subsidiary begins when the Group obtains control and ceases when the Gesup los
this control. The assets, liabilities, revenues and costs of the subsidiary acquired or sold during the year
are included in the consolidated financial statements at the date in which the Group obtains control until

the date in which the Group no longexercises control.

The profit/(loss) and each of the other comprehensive income statement items are allocated to the
shareholders of the parent company and minority shareholders, even if this implies that the minority
shareholder investments have a néiga balance. Where necessary appropriate adjustments are made

to the financial statements of the subsidiaries, in line with the accounting policies of the Group. All assets
YR tAFOAfAGASAS aKFNBK2f RS NEGmpadylj s fibiisSrelathl ©S y dzS a

transactions between entities of the Group are completely eliminated on consolidation.

Changes in the holdings of subsidiaries which do not result in the loss of control are recognised under

equity.

If the Group loses control of a ssidiary, it must eliminate the relative assets (including goodwill),
liabilities, minority interests and other equity items, while any gain or losses are recorded in the income

statement. Any holding maintained must be recorded at fair value.

Thecompanies included in the consolidation scope are as follows:
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Share capital

Company Country Regflfsi::e;red Currency (in units of local % held
currency)
SIT S.p.A. Italy Padua EUR 96,151,921 100
Metersit S.r.l. Italy Padua EUR 1,129,681 100
S.C. Metersit Romania S.r.l. Romania Brasov RON 2,231,650 100
SIT Controls BV Netherlands ~ Hoogeveen EUR 46,000 100
SIT Gas Controls Pty Ltd Australia Mulgrave AUD 100,000 100
SIT Controls USA Inc. USA Charlotte UsD 50,000 100
SITControls Deutschland GmbH Germany Arnsberg EUR 51,129 100
Czech
SIT Controls CR, S.r.o0. Republic Bmo CSK 1,500,000 100
SIT Manufacturing N.A. Sa de CV Mexico Monterrey MXN 172,046,704 100
SIT de Monterrey N.A. SA de CV Mexico Monterrey MXN 50,000 100
SIT Controls Canada Inc. Canada Ontario CAD 1 100
S.C. SIT Romania S.r.l. Romania Brasov EUR 2,165,625 100
SIT Manufacturing (Suzhou) Co. Ltd China Suzhou EUR 2,600,000 100
SIT Argentina S.r.l. Argentina Santa Fe ARS 90,000 100
é/:NZC Contagem e Gestéo de Fluidc Portugal Lisbon EUR 1,000,000 100
Plast Alfin S.a.r.l. Tunisia Ben Arous TND 20,000 100
SIT Controls Tunisia S.u.a.r.l. Tunisia Tunisia TND 200,000 100
Sit Metering S.r.l. Italy Padua EUR 200,000 100
. United
Metersit UK Ltd Kingdom Manchester GBP 150,000 100

Consolidation method
The subsidiaries are consolidated under theirydine method, which provides for the full inclusion of

all of the financial statement line items, without considering the shareholding.

The foreign companies are consolidated utilising financial statements prepared in accordance with

those utilised by the Parent Company and as per common accounting policies.

The carrying amount of investments is eliminated against the corresponding share of the equity of the
subsidiaries, allocating tahé individual assets and liabilities their present value at the date of the
acquisition of control. Any positive difference is recorded in the-GoizgNNB y i + aaSd | 002 dzy i
The share of equity and results attributable to minority interests are neéed separately in the balance

sheet and income statement respectively.

In the preparation of the consolidated financial statements all balances and transactions between Group

companies and unrealised gains and losses on-tdarpanytransactions are eliminated.

Acquisition JANZContagem e Gestao de Fluidos, SA
On December 29, 2020, the Group, through the company Sit Metering S.r.l., fully acquired the shares with

voting rights of the company JANZ. The consideration for the agquojgarovisionally set at Euro 27,346
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thousand, at December 31, 2021 was subject to adjustments following the price adjustment of Euro 743
thousand, becoming definitive in the first half of 2021 and the obtaining of certain information which
permitted thevaluation of the contractually established easnts at Euro 1,013 thousand. The following
table provides a reconciliation between the estimated consideration at the preparation date of the

consolidated financial statements at December 31, 2020 and thpapagion date of the 2021 Annual

Financial Report:

(Euro.000)

Estimated consideration 31/12/2020 27,346
Price adjustment 2021 (743)
Estimated earn outs 1,013
Estimated consideration 31/12/2021 27,616

The assets acquired and the liabilities assumed by the SIT Group as the result of the acquisition of Janz are

reported in detail below:

(Euro.000)

Janz Book Value

Allocation Fair Value 31/12/2020

31/12/2020
Other intangible assets 27 13,609 13,636
Property, plant and equipment 3,091 3,366 6,457
Investments 276 - 276
Nortcurrent financial assets 27 - 27
Deferred tax assets - 99 99
Nortcurrent assets 3,420 17,074 20,494
Inventories 3,982 (49) 3,933
Tradereceivables 3,639 (153) 3,486
Other current assets 753 - 753
Tax receivables 271 - 271
Cash and cash equivalents 942 - 942
Current assets 9,587 (202) 9,385
Total assets 13,007 16,872 29,879
Share capital 1,000 - 1,000
Total Reserves 7,604 10,395 17,999
{KIFNBK2f RSNAQ 9ljdzAade 8,604 10,395 18,999
Medium/long-term loans and borrowings 200 (200) 0)
cher noncurrent financial liabilities andlerivative financial 3,245 3,245
instruments -
Provisions for risks and charges - 250 250
Deferred tax liabilities - 2,893 2,893
Nonrcurrent liabilities 200 6,187 6,387
Shortterm loans and borrowings 81 (81) 0)
cher current financial liabilities andderivative financial 203 1,370
instruments 967
Trade payables 1,786 - 1,786
Other current liabilities 1,370 - 1,370
Tax payables - 32) (32)
Current liabilities 4,203 290 4,493
Total Liabilities 4,403 6,477 10,880
¢20Ff {KIFINBK2f RSNRQ 9ljdzAa i@ 13,007 16,872 29,879
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9dzNE mMoZcndg GK2dzalyR gta FEtft20FGSR (G2 aGahdiKSNJ Ay
concerning Know How, Euro 2,038 thousand regarding the Brand, Euro 7,206 thousand the Customer
Relationship and Euro 1,013 thousand to the fair value of the @rdje SY IAYSSNAyYy 3 02y G NI O
fAFOATAGASEAE AyOfdzRSa 9dzNP HXIypy GK2dzalyR 02y OSNY
Gh i KSQIzWBEY G FAYFYOALf tAFIOAfAGASAE YR RSNARQGIGADS
thousand ly the initial recognition of the medium/lontgrm financial payable for IFRS 16; the skertn

LR NIA2Y 2F 9dz2NP oHH (K2daAalyR ¢1a NBO2IyAaSR | Y2V:
fAFTOATAGASAE | YR RSNAJI (Fhe RighifAse (ROOMad entikely fedobidisdS v G 4 £

to tangible fixed assets for Euro 3,367 thousand.

The difference between the price paid, the assets acquired and the liabilities assumed was provisionally

allocated for Euro 8,617 thousand to Goodwill.

Thevaluation techniques used to determine the fair value of the principal assets acquired are shown

below:
Assets acquired Valuation method
Relief from royalty methodThe Relief FrorRoyalty method ("RFR") is
based on the assumption that the value of an asset can be estimated
the present value of the savings, in terms of royalties to be paid to a t
Know how L : . .
Brand party, deriving from the possession of the asset itself or, alternatively,

from the present value of the cash flows that can be obtained from the
licensing of the brand being valued. The useful life attributed to the Bi
is 10 years, while for Know How is 7 years

Multi-period excess earning methothis is based on thassumption
that the income from the identified asset can be determined by deduc
from the overall income the normal remuneration of all other assets
. . (tangible and intangible). The fair value of the dominant asset is obtai
Customer relationship by discounting the expecteeixcess earnings over the residual years of
asset's life (multperiod). The useful life attributed to the Customer
Relationship is 15 years

The fair value of the asset was taken as the amount due asrmrout from
Order backlog the purchaser to the sellers for the engineering contract, in place ai
date of acquisition of control. The useful life attributed is that of
duration of the contract.
The business combination was accounted for in accordance with IFRS 3. Management assessed the fair

value of assets, liabilities and contingent liabilities based on the information and on facts and
circumstances at the acquisition date and available urté preparation date of these financial

statements.

2021 Annual Financial Report
95



2021 Annual Financial Report
Notes to the financial statements

Restatement of comparative figures
At December 31, 2020, given the limited information available and the acquisition date of December 29,

2020, the differential was allocated entirely to goodwiill.

In accordance with international accounting standard IFRS 3, and as a result of the elemamntsdbt
following the approval of the financial statements at December 31, 2020 and the valuations carried out
and described above, the comparative figures in these consolidated financial statements were amended
to retroactively reflect the provisional regslof the "Purchase Price Allocation" (PPA) process. The table

below summarises the effects on the balance sheet at December 31, 2020:

Published Restated

(Euro.000) Note  31/12/2020 for PPA 31/12/2020

Goodwill 1 98,070 (10,124) 87,946
Otherintangible assets 1 52,569 13,609 66,178
Property, plant and equipment 90,228 - 90,228
Investments 326 - 326
Nortcurrent financial assets 2,282 - 2,282
Deferred tax assets 5 4,762 929 4,861
Non-current assets 248,237 3,584 251,821
Inventories 6 56,502 (49) 56,453
Trade receivables 7 65,518 (153) 65,365
Other current assets 14,234 - 14,234
Tax receivables 3,983 - 3,983
Other current financial assets 1,032 - 1,032
Cash and cash equivalents 42,328 - 42,328
Currentassets 183,597 (202) 183,395
Total assets 431,834 3,382 435,216
Share capital 96,152 - 96,152
Total Reserves 43,844 - 43,844
Net profit 13,225 - 13,225
Minority interest net equity - - -
{KFENBK2ft RSNBRQ 91ljdzA (& 153,221 - 153,221
Medium/long-term loans and borrowings 91,934 (200) 91,734
i(ﬁtst::aurm::tzcurrent financial liabilities and derivative financ 14 15,634 850 16,484
Provisions for risks and charges 15 4,740 250 4,990
Postemployment benefit provision 6,095 - 6,095
Other noncurrent liabilities 35 - 35
Deferred tax liabilities 17 14,653 2,893 17,546
Nonrcurrent liabilities 133,091 3,793 136,884
Shortterm loans and borrowings 46,614 (81) 46,533
Other current financial liabilities arderivative financial instruments 19 4,928 (298) 4,630
Trade payables 72,203 - 72,203
Other current liabilities 18,638 - 18,638
Financial instruments for Warrants 1,045 - 1,045
Tax payables 23 2,094 (32) 2,062
Current liabilities 145,522 (411) 145,111
Total Liabilities 278,613 3,382 281,995
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¢c201f {KFENBK2tRSNEQ O9lidAde I yR 431,834 3,382 435,216

The allocation had no impact on the comparative figures in the income statement.

Translation of accounts in foreigarrencies: Group Companies
The financial statements of the Group companies included in the consolidated financial statements are

presented in the functional currency of the main markets in which they respectively operate. At the
reporting date, the assetand liabilities of the companies whose functional currency is not the Euro are
converted into the preparation currency of the Group consolidated financial statements at the exchange
rate at that date. The income statement accounts are converted at theageeexchange rate, as such is
considered representative of the average of the exchange rates at the dates of the individual transactions.
tKS RAFFSNBYOSad RSNAGAY3I FNRY (KS I RadadGyYSyild 27
the end of theperiod and the differences deriving from the different methods used for the translation of
the result are recorded to the comprehensive income statement. On the sale of a net investment in a
foreign operation, the items in the statement of comprehensiveoime relating to this foreign operation

are recorded in the income statement.

The goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the
carrying amounts of assets and liabilities arising on the acquisitiorabfdheign operation are recorded
as assets and liabilities of the foreign operation and therefore are recorded in the functional currency of

the foreign operation and translated at the exchange rate at the reporting date.

The table below presents the exange rates utilised for the conversion of the financial statements in

currencies other than the Group functional currency (Euro).

Euro/Currency 2020 2019

December 31, 2021 2021 average = December 31, 202( 2020 average
Mexican Peso 23.1438 23.9852 24.4160 24.5194
Argentinean Peso 116.3622 112.4215 103.2494 80.9218
Romanian Leu 4.9490 49215 4.8683 4.8383
US Dollar 1.1326 1.1827 1.2271 1.1422
Canadian Dollar 1.4393 1.4826 1.5633 1.5300
Czech Crown 24.8580 25.6405 26.2420 26.4551
Australian Dollar 1.5615 1.5749 1.5896 1.6549
Chinese Yuan 7.1947 7.6282 8.0225 7.8747
Tunisian Dinar 3.2603 3.2881 3.2943 3.1997
UK Sterling 0.8403 0.8596 n/a n/a
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Translation of accounts in foreign currencies: transactions and balances
Foreign currency transactions are initially recorded in the functional currency, applying the exchange rate

at the transaction date.

Monetary assets and liabilities in foreign currencies are translated to the functional currency at the

exchange rate at threporting date.

Exchange rate differences realised or arising on the translation of monetary items are recorded in the
income statement, with the exception of monetary items which hedge a net investment in a foreign
operation. These differences are reded in the statement of comprehensive income until the sale of the
net investment, and only then is the total amount reclassified to the income statement. The income taxes
attributable to the exchange differences on the monetary items are also recorddt istatement of

comprehensive income.

Nonmonetary items, measured at historical cost in foreign currency, are translated using the exchange

rates on the date the transaction was first recorded.

Valuation at fair value
The Group measures financial ingttents such as derivatives and warrants at their fair value at each

reporting date.

According to applicable accounting standards (IAS/IFRS) "a contract that will be settled through a variable

ydzYo SN 2F (KS SydAadeQa 2 ¢ yedanfunihbaa anounkbasaddon édhanfedzS A &

in an underlying variable, is a financial asset or a financial liability. When a financial asset or financial
liability is initially recognised, an entity shall measure it at its Fair Value. The profit (or legg) ftdim a

change in the Fair Value of a financial asset or financial liability that is not part of a hedging relationship
must be recognised to the income statement". For accounting purposes, therefore, market warrants were
recognised as financial lialtis at their fair value at the designation date.

Fair value is the price that would be received for the sale of an asset, or that would be paid to transfer a
fAFOAEAGE AY |y INX¥Qa fSy3adkK GNIryalOdAiazy Fid (GKS

A there exists a principal market of the asset or liability &@ns accessible for the group;

A in the absence of a principal market, in the most advantageous market for the asset or liability.
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The fair value of an asset or liability is measured adophiegassumptions which market operators would
utilise in the determination of the price of the asset or liability, assuming they act to best satisfy their
economic interests.

All the assets and liabilities for which the fair value is measured or statee ifingncial statements are

categorised based on the fair value hierarchy, as described below:

A Level 1- listed prices (not adjusted) on active markets for identical assets or liabilities which the
entity can access at the measurement date;

A Level 2inputs other than listed prices included in Level 1, directly or indirectly observable for the
asset or the liability;

A Level 3 measurement techniques for which the input data are not observable for the asset or for

the liability.

The fair value measuremers classified entirely in the same fair value hierarchical level in which the
lowest hierarchical input level utilised for the measurement is classified.

For the assets and liabilities recognised in the financial statements at fair value on a recurringheasi
Group assesses whether there have been transfers between the hierarchy levels, reviewing the
classification (based on the lowest input level, which is significant for the fair value measurement in its

entirety) at each reporting date.

Business combations and goodwill
The business combinations, in which the control of a company/entity is acquired, are recorded applying

the purchase method, whereby the assets and liabilities acquired are initially measured at their market
value at the acquisition da. The difference between the acquisition cost and the Group share of equity

is allocated to specific statement of financial position items to the extent of their present value at that
date; any residual excess, if positive, is allocated to goodwillfamehative is recognised to the income
statement. The acquisition cost is based on the fair value, at the purchase date, of assets sold, of liabilities

incurred and of capital instruments issued, and any other accessory charges.

Goodwill represents the Nl.Jf dza 2F GKS | OljdzAaArdAazy 024G O2YLI NJ

identifiable fair value of the current and potential assets and liabilities of the entity acquired.
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After initial recognition, goodwill is measured at cost less any loss in valueedbigiog to acquisition,
goodwill is subject to a recoverability (impairment) analysis conducted annually or at shorter intervals in
the case of events or changes occurring that could result in possible impairments. Any goodwill at the
acquisition date is &cated to each cash generating unit (hereafter CGU) expected to benefit from the
synergies deriving from the combination. Any loss in value is identified by means of valuations based on
the ability of each CGU to produce cash flows for the purposes afeeing the part of goodwill allocated,
gAGK (GKS YSiK2Ra RSaAaONAOSR Ay (GKS GAYLIANXSyilaég a
If, at the end of the period in which the combination takes place, the initial accounting for a business
combination is incomplete, the provisional amountstibé items whose accounting is incomplete are
recognised in the financial statements. During the valuation period, the provisional amounts recognised
at the acquisition date are retroactively adjusted to reflect new information obtained regarding facts and
circumstances that existed at the acquisition date which, if known, would have affected the valuation of
the amounts recognised at that date. The valuation period shall not extend for more than one year from

the date of acquisition.

If therecoverable value of the cash generating unit is less than the attributed carrying amount, the loss in
value is recorded. This loss is not restated if the elements that generated it no longer exist. Where the
goodwill is allocated to a CGU and the Growgpdses of a part of the assets of this unit, account must be

taken of goodwill for the calculation of the disposal gain or loss.

Research and development costs
Research costs are recognised profit or loss in the year in which they are incurred. Development costs

incurred in relation to a specific project are only capitalised when the technical feasibility of completing

the intangible asset exists to make it aabie for use or sale, in addition to the ability and intention to

use or sell the asset to generate future benefits demonstrating the existence of a market for the output

of the intangible asset or the intangible asset itself or a utility to be used ialigrand the availability of
G§SOKYAOIt S FAYFIYOAFET YR 204KSNJ (éLilSa 2F NBaz2dz2NDSa
and use or sale and the ability to reliably measure the cost attributable to its development. Capitalised

development cots include only those costs that are directly attributable to development.
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Subsequent to the initial recording, the development costs are valued at cost less amortisation or
accumulated losses. Any capitalised development costs are amortised in thd pewhich the expected
revenue from the project is generated. The carrying amount of the development costs are reviewed
annually in order to record any impairment, when the asset is still not in use, or with greater frequency
when there are indicators od possible impairment. Any impairments identified are recognised to the

income statement.

Other intangible assets
Other intangible assets, acquired separately and held by the Group, are recognised to assets at acquisition
cost where the cost may be religtestablished and it is probable that usage will generate future economic

benefits. The useful life is valued as indefinite or definite.

Other intangible assets with indefinite useful life are not subject to amortisation and a review is carried
out eachyear to establish whether circumstances supporting their classification as having indefinite useful
life exist. In accordance with IAS 36, these assets are subject to impairment tests for any permanent value

reductions.

Other intangible assets with defimituseful life are recorded at acquisition or production cost, net of the

relative accumulated amortisation and any impairments established according to the means indicated in

0KS aGLYLI ANYSyGaeg aSOGA2y o0St2d ! “Ndavaldoléorzy sz ¢ K
use, is calculated on a straiglime basis over the estimated useful life, which is reviewed on an annual

basis. Any changes, where necessary, are reflected prospectively. The rates used for amortisation (by

category) are as follows:
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Intangible assets with definite useful life Average rate
Product development costs Straightline over 3 years
Licenses Straightline over 3 years
SIT brand Straightline over 20 years
Janz Brand Straightline over 10 years
HeatingTechnology Straightline over 12 years
Metering technology Straightline over 10 years
Watermetering Straightline over 7 years
Customer List Heating Straightline over 15 years
Customer List Watermetering Straightline over 15 years
Orderbacklog Duration ofthe contract

Property, plant and equipment
Property, plant & equipment are recognised at historic acquisition or production cost, including directly

allocated accessory costs and those necessary for bringing the asset to the condition for which it was
acquired, and recorded net of the relative acmuiated depreciation provisions and any cumulative loss
in value. If major components of tangible fixed assets have different useful lives, they are accounted for

separately.

Financial charges directly attributable to the acquisition or construction gfiaifying asset shall be
capitalised as part of the cost of that asset. All other financial charges are recorded in the income

statement when incurred.

The expenses incurred for the maintenance and repairs of an ordinary and/or cyclical nature arg directl

charged to the income statement when they are incurred.

Depreciation is calculated on a straidimte basis from the moment the asset is available for use according
to the estimated useful life of the asset; the useful life is reviewed annually andhamges, where

necessary, are applied prospectively. The depreciation rates applied are as follows:

Property, plant & equipment Rate %
Buildings 3

Light constructions 10
General plant 10
Specific plant 15.5
Kilns and accessories, production 15
machinery

Various equipment and moulds 25.00- 40.00
Motor and transport vehicles 20.00¢ 25.00
Internal transport and lifting machinery 20
Furniture and fittings 12
EDP 20
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The carrying amount of tangible fixed assets is tested for impairment when events or changes indicate
that the carrying amount can no longer be recovered based on the current depreciation schedules. If there
is an indication of this type and in the caseeshthe carrying amount exceeds the realisable value, the

assets must be written down to their recoverable value.

The impairments are recognised to the income statement. Such losses are restated when the reasons for

their write-down no longer exist.

Upon sale or when there are no expected future economic benefits from the use of an asset, it is
eliminated from the financial statements and any loss or profit (calculated as the difference between
alrftSQa LINAOS IyR 0221 @I t dzfhidhe yed of@sielininBtiBrR (2 GKS Ay

Leasing
Finance lease contracts, which transfer substantially all the risks and rewards related to the ownership of

an asset to the Group, are capitalised under property, plant & equipment at the commencement of the
lease at the lower of the fair value of the leased asset and the present value of the minimum lease
payments. A payable is recorded under liabilities for a similar amount, which is progressively reduced

based on the repayment of the capital portion includedha contractual instalments.

Lease payments should be apportioned between the finance charge and the capital portion so as to
produce a constant periodic rate of interest on the remaining balance of the liability. Financial charges are
expensed to the income statement. The depreciation policy applied is the same as that for property, plant

& equipment.

Lease contracts in whiché lessor retains substantially all the typical risks and benefits of ownership are
classified as operating leases and are recognised among tangible assets asfigatsvith effect from

the inception of the lease. The amount recognised is equal t@tasent value of future lease payments,
discounted at the implicit interest rate of the lease or incremental borrowing rate. Lease payments should
be apportioned between the finance charge and the capital portion so as to produce a constant periodic
rate of interest on the remaining balance of the liability. A lease liability of like amount is recognised and

then gradually reduced according to the repayment plan calculated.

Financial charges are expensed to the income statement. The assets are amortis#iteas@ntractual

term of the operating lease.
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Investments

An associate is a Company in which the Group exercises significant influence. Significant influence

refers to the power to participate in the financial and operating policy decisions of anésyeghile not

exercising control or joint control.
With the equity method, the investment in an associated company or a joint venture

is initially recorded at cost. The carrying amount of the investment is increased or decreased to recognise
0 KS 3 N&aefdedrofi or loss after the date of acquisition. The goodwill relating to the associate
or joint venture is included in the book value of the investment and is not subject to a separate impairment

test.

The profit/(loss) statement for the year fefSOG a4 (G KS DNRdzLJQad LR NIA2Y 27
associated company or joint venture. Any change in the other components of the statement of
O2YLINBKSYyaAa@S AyO2YS NBtFdAy3a G2 GdKSasS Ay@SaasSs
statement ofcomprehensive income.

In addition, if an associate records a change directly to equity, the Group records its share (where

applicable) in the statement of changes in equity.

Unrealised gains and losses deriving from transactions between the Group amtihéess companies are

derecognised in proportion to the shareholding in that associate.

The aggregate share attributable to the Group of the result for the year of associated companies is shown
in the profit/(loss) statement for the year after the operagimesult and represents the result net of taxes

and of the share of the other shareholders of the associate.

The financial statements of associates and joint ventures are prepared at the same reporting date as the
Group financial statements. Where necegsahe financial statements are adjusted in line with those

utilised by the Group.

The investments in other companies are measured at fair value through equity. In such cases, the amounts

previously taken to other comprehensive income are not recycletléaricome statement upon disposal.
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When the fair value cannot be reliably determined, these investments are measured at cost, adjusted for
impairment, which is taken to the income statement. If the reasons for the recognition of the impairment
loss no lmger exist, the previously recognised impairment loss shall be reversed. The amount of the

reversal shall be recognised in the income statement.

Impairment of norfinancial assets
IAS 36 requires the assessment at each reporting date of impairments tiblamgnd intangible fixed

assets amid indicators that such a loss may exist. In assessing whether there is any indicators that an asset
with definite useful life may be impaired, an entity shall consider internal and external information
sources. Relatint internal sources, consideration is made of whether there has been significant changes

in the use of the asset and whether the economic performance of the asset is different than expected.
For external sources, consideration is taken of technologicahanket or regulation discontinuation

which may reduce the value of the asset.

Independently of whether there are internal or external reductions in value, intangible assets with

indefinite useful life and goodwill are subject at least annually to an impait test, as required by IAS

36. In both cases of a verification of the carrying amount of intangible assets with definite useful life or of
the carrying amount of intangible assets with indefinite useful life and goodwill, the Group makes an

estimate ofthe recoverable value.

The impairment of goodwill is determined through a valuation of the recoverable value of the cash

generating unit (or group of units) to which the goodwill is allocated.

The recoverable value is the higher between the fair valuenofsset or a CGU less costs to sell and its
value in use and is determined for each asset, except when the asset does not generate cash flows which
are sufficiently independent from those generated from other assets or groups of assets; in this case the
recoverable value of the cash generating unit to which the asset belongs is estimated. When the carrying
amount of an asset or cagjenerating unit is higher than its recoverable value, this asset has incurred a
loss in value and is consequently written dote the recoverable value. In the determination of the value

in use, the estimated future cash flows are discounted at a rate that reflects the market assessment of

the time value of money and the specific risks of the asset.
For the purposes of estimgfil G KS @I f dzS Ay dzaS3> 7Fdzidz2NE NB @Sy dzS
business plans, which constitute the best estimate on the forecast economic conditions over the period

of the plan. The longerm growth rate used to estimate the terminal value bétasset or unit is hormally
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lower than the average longerm growth rate for the sector, country or market and, if appropriate, may
amount to zero or may even be negative. Future cash flows are estimated taking account of current
conditions: the estimatetherefore do not consider the benefits deriving from future restructurings for
which the Company has not committed or future investments or optimisation of the assets or of the unit.
Impairment losses incurred by operating assets are recorded in the mctaement in the category of

costs relating to those assets.

At each reporting date, an evaluation is made of any indicators of a recovery in the loss in value previously
recorded and, where these indicators exist, an estimate is made of the recoverable value. The value of an
asset previously written down, exceptrfgoodwill, may be restated only if there have been changes in
the estimates used to determine the recoverable amount of the asset after the last recording of an
impairment loss. In this case, the carrying amount following a restatement shall not exaeedrtiying
amount that would have been determined (net of wrtidwns or amortisation or depreciation) had no
impairment loss been recognised for the asset in prior years. A restated amount is recorded as income in
the income statement, except when the asss recorded as a revalued amount, in which case the
restatement is treated as an increase of the revaluation. After the recording of the amount restated, the
depreciation of the asset is adjusted in future years, in order to record the adjusted bagk afathe

asset, net of any residual value, on a straight line basis over the useful life of the asset.

Financial assets
The financial assets are classified as follows:

A financial assets at amortised cost;

A financial assets at fair value through profit os$o

A financial assets at fair value through other comprehensive income.
The classification depends on the business model within which the Group holds the financial assets and
the characteristics of the contractual cash flows arising from them. The Grosgifigla financial assets
on initial recognition, with subsequent verification at each reporting date. Financial assets are initially

measured at fair value, plus accessory costs, for assets not measured at fair value.
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Financial assets aimortised cost

Financial assets that meet both of the following conditions are measured at amortised cost:

A the financial asset is held within a business model whose objective is the holding of financial assets
for the collection of the contractual cashs;
A the contractual terms of the financial assets establish, at certain dates, cash flows represented
entirely by the payment of capital and of interest on the amount of capital to be repaid.
The amortised cost is calculated as the initial value recordssl the repayment of the capital portion,
plus or less the accumulated amortisation using the effective interest rate method of any difference
between the initial value recorded and the amount at maturity. This calculation includes all the
commissions or @ints paid between the parties which are an integral part of the effective interest rate,
transaction costs and other premiums or discounts. For investments measured at amortised cost, the
gains and losses are recognised in the income statement whenvkstinent is eliminated or if there is

an impairment, in addition to the amortisation process.

Financial assets at fair value through other comprehensive income

Financial assets that satisfy the following conditions are measured at fair value through other

comprehensive income:

-

A the financial asset is held within a business model whose objective is achieved both through the
collection of contractual cash flows and the sale of the financial assets;
A the contractual terms of the financial assets establish, atade dates, cash flows represented
entirely by the payment of capital and of interest on the amount of capital to be repaid.
When the financial asset is disposed of, the amounts previously taken to other comprehensive income

are recycled to the income geEment.

Financial assets at fair value through profit or loss
A financial asset that is not measured at amortised cost or at fair value through other comprehensive
income is measured at fair value with changes in value taken to profit or loss in thenywhich they

occur.
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Derecognition of financial assets
A financial asset is eliminated from the financial statements when:

A the right to receive the cash flows of the asset terminate;

A the Group retains the contractual right to receive the cash flows from the asset, but assumes a
contractual obligation to pay the cash flows fully and without delay to a third party;

A the Group has transferred its right to receive the cash flows from #isetsand (i) has transferred
substantially all of the risks and rewards of ownership of the financial asset or (ii) has not
transferred or retained substantially all of the risks and rewards of the asset, but has transferred
control.

Where the Group has a@nsferred all the contractual rights to receive the cash flows from an asset and

has not transferred or withheld substantially all of the risks and rewards or has not lost control, the asset

is recorded in the financial statements of the Group up to theant of its residual holding in the asset.
wSaARdzZ t Ay@2f gSYSyid GKFG GFr1Sa GKS F2N¥Y 27F | 3dz
initial book value or the maximum consideration that the Group could be required to pay, whichever is

less.

Inventories
Raw materials, ancillary and consumables and demshed products are measured at the lower of

acquisition cost, including accessory charges, and the net realisable market value. The cost of inventories
includes purchase costs and other coBstcurred in bringing the inventories to their present location and

condition, excluding financial charges.

The method utilised for the determination of the cost of inventories is the weighted average cost method
for raw materials and consumables andigtmed products acquired for resale, and from the cost of
materials and other direct costs incurred, taking into account the stage of completion of the production

process, for the products in woik-progress/semiinished and finished products from prodimm.

The net realisable value is represented by the estimated normal sales price less the estimated costs for
completion and estimated costs to sell. Obsolete and/or sho@wving inventories are written down in
relation to their presumed utilisation or raaéble value. Writglowns are restored in future years should

the reason for the writedown no longer exist.
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Trade receivables and other current assets
Receivables under current assets are recorded initially at fair value, identified as the nominal xediee.

receivables which mature within the normal commercial terms are not discounted since the effect of

discounting the related cash flows is deemed immaterial.

Receivables due beyond one year, Aoterest bearing or which mature interest below lower rker
rates are discounted using market rates. Trade receivables are discounted wherever payment terms are

greater than the average payment term granted.

When there is an indication of a reduction in value, the asset is reduced to the value of the discounted
future cash flows obtainable. Impairments are recognised to the income statement. When, in subsequent
periods, the reasons for the writdown no longer exist, the value of the assets is restated up to the value
deriving from the application of the amorédd cost. In addition to the assessment discussed in the
previous paragraph with regard to impairment, the estimated credit losses are complemented by an

analysis of expected losses.

Trade payables and other liabilities
Trade payables, which mature within the normal commercial terms, are not discounted and are

recognised at cost (identified by their nominal value). They are not discounted as the effect of the

discounting of cash flows is insignificant.

Other liabilitiesincluded among current and necurrent liabilities are substantially recognised at cost,
corresponding to the fair value of the liabilities, net of settlement costs which may be associated with the
issue of the liability. After initial recognition, the dincial liabilities shall be measured at amortised cost

using the original effective interest rate.
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Cash and cash equivalents
Cash and cash equivalents include those values which are available on demand at short notice, certain in

nature and with no payment expenses.

Financial liabilities
The Group does not have financial liabilities for trading purposes. All financial &abditier than

derivative instruments are initially recorded at the fair value received net of transaction costs

(commissions or loan charges).

Financial liabilities are measured at amortised cost, using the effective interest rate method.

Derecognition ofinancial liabilities
A financial liability is derecognised from the financial statements when the underlying liability is settled,

cancelled or fulfilled. Where an existing financial liability is replaced by another by the same lender but
under substantlly different conditions, or if the conditions of an existing financial liability are
substantially changed, such a swap or change is treated as an elimination of the original liability and the

opening of a new liability, with any differences in accouptiralues recorded in the income statement.

Derivative financial instruments
Derivative financial instruments, as per the company policies approved by the Board of Directors, are

exclusively used for hedging purposes, in order to reduce the foreign curcericyerest rate risk. In
accordance with IFRS 9, financial derivatives may be accounted for under hedge accounting only when, at
the beginning of the hedge, the following conditions are met:

A the formal allocation of the hedging instrument exists;

A docunentation is available demonstrating the hedging and a high degree of efficacy;

A such efficacy can be reliably measured;

A the hedge is highly effective during the various accounting periods for which it is designated. All

derivative financial instruments ameasured at fair value, in accordance with IFRS 9.
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Derivative financial instruments are initially recognised at Fair Value.

When the hedged derivatives cover the risk of a change in the fair value of the instruments hedged (fair
value hedge), thesare recorded at fair value through the income statement; therefore, the hedged
instruments are adjusted to reflect the changes in fair value associated with the risk covered. Where
hedging derivatives relate to cash flow changes of the hedged instrun{@atsh flow hedges), the

changes to the fair value are recognised as a comprehensive income statement component.

If the derivative instruments do not qualify as accounting hedges, the changes in the fair values are directly

recorded to the income statement

Treasury shares
¢ NBIadz2NE aKFINB& | OljdZANBR FNB NBO2NRSR |4 02ad yR
sale or cancellation of treasury shares does not give rise to any profit or loss in the income statement.
The difference between thpurchase price and the payment received, in the case of reissue, is recorded

in the share premium reserve.

Provisions for risks and charges
Provisions for risks and charges relate to costs and charges of a defined nature and of certain or probable

existence whose amount or date of occurrence are uncertain at the reporting date. The provisions for
risks and charges are recorded when a legaiglicit current obligation exists that derives from a past
event and a payment of resources is probable to satisfy the obligation and the amount of this payment

can be reliably estimated.

Where the expected use of resources extends beyond the subsegeantthe obligation is recognised
at the present value established through discounting the expected future cash flows at a rate which takes

into account the cost of money and the risk of the liability.

For the risks for which the recognition of a lialyilis considered possible, relative disclosure is made and

no provision is recorded.

Postemployment benefit provision
Postemployment benefits issued at the time of or subsequent to employment are divided between

defined contribution plans and defined befiteplans. For the defined contribution plans, the legal or

implied obligation of an enterprise is limited to the amount of contributions to be paid. For the defined
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benefit plans, the obligation of the entity concerns the granting and assurance of thechgmployee

plans: consequently, the actuarial and investment risks are borne by the company.

Until December 31, 2006, the Peminployment benefits for the Italian Group companies were classified

da GRSTAYSR 0SyST¥Ade¢ G & LIS utlising theuditarypkojedtion ingttidd fiodS y RS y
valuing the receivable. This calculation involves an estimate of the amount of the benefit to be received

by an employee at the expected employment conclusion date, utilising demographic assumptions (e.g.
mortality rates and personnel rotation rates) and financial assumptions (e.qg. the discount rate and future

salary increase rates). This amount is discounted and reproportioned on the basis of the years of services

matured compared to the total years of service.

Following the reform introduced through Law No. 296 of December 27, 2006, theegébyment

benefit of the Italian Group companies, for the portion matured from January 1, 2007, was substantially
O2yaARSNBR a OflaaAraTAlywdd Ly LI NARSAHYISNRE ORKIIaANS old
the option for the worker to choose the allocation of their maturing Pasiployment benefit as follows:

new Postemployment benefits accruing may, in companies with more than 50 employees, be channelled

by the worker to prechosen pension forms or transferred to the INPS Treasury Fund.

In relation to the presentation in the income statement of the various cost items relating to the post
employment benefit it was decided to apply the accounting method permittedAS 19 which requires

the separate recognition in the income statement of the cost items relating to employment services
(classified under personnel expense) and net financial charges (classified under financial items), with
recording of the actuariajains and losses deriving from the measurement each year of the assets and
liabilities in the comprehensive income statement. The gains and losses deriving from the actuarial
calculation of the defined benefit plans (Pashployment provision) was entirelyecorded to the

comprehensive income statement.

Sharebased payments

Equitysettled sharebased payment transactions

A number ofstrategic Group employees receive part of their remuneration in the form of shased

LI 2YSyidas gA0K (KSaS SYLi28S5Sa GKSNBEF2NB LINRPJARAY
NE3dzZ F SR NI yal OQiAzyaeoo
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The cost of the equitpased transaions is determined by the fair value at the assignment date utilising

an appropriate valuation method, as illustrated in greater detail at Note 37.

¢tKAA O2aix G23SGKSNI gA0GK GKS O2NNBaLRyRAYy3I AYyONEBI
expense over the period in which the performance and/or service conditions are satisfied. The cumulative
costs relating to these operations at each balance sheet date until the maturity date are compared to the
maturity date and to the best estimates avdila of the number of participating instruments which will
effectively mature. The cost or revenue recorded in the income statement for the year represents the

change of the cumulative cost recorded at the beginning and at the end of the year.

The service operformance conditions are not taken into consideration when the fair value of the plan is
defined at the assignment date. Account however is taken of the probability that these conditions will be
satisfied in calculating the best estimate of the numbérequity instruments which will mature. The
service conditions are reflected in the fair value at the assignment date. Any other condition related to
the plan, which is not a service obligation, is not considered as a maturation condition. The non
maturation conditions are reflected in the fair value of the plan and result in the immediate recording of

the plan cost, unless there are also service or performance conditions.

No cost is recorded for the rights which do not mature as the performance aséfwice conditions are
not satisfied. When the rights include a market condition or amaturation condition, these are treated
as if they independently mature from the fact that the market conditions or the othermaturation
conditions to which tey are subject are complied with or otherwise, provided that all the other

performance and/or service conditions are satisfied.

If the conditions of the plan are modified, the minimum cost to be recorded is the fair value at the
allocation date in the abs®e of changes to the plan, in the presumption that the original conditions of
the plan were satisfied. In addition, a cost will be recorded for all changes which result in an increase in
the total fair value of the payment plan, or which is in any caseurable for employees; this cost is
measured with reference to the date of the change. When a plan is cancelled by the entity or by the
counterparty, any remaining element of the fair value of the plan is expensed immediately in the income

statement.
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The effect of the dilution of the options not yet exercised is reflected in the calculation of the diluted

earnings per share (further details provided at Note 36).

Revenue recognition
Core business revenues refer to sales of safety, comfort and highrpenfice systems for gas equipment

(Heating Division) and of gas meters with remote control, consumption measurement,-reatting and

communication features (Metering Division).

These revenues include a single performance obligation relating to the stile pfoduct, which does

not include ancillary services or products that might qualify as separate performance obligations under
the Standard.

Sales are recognised at the fair value of the consideration received for the sale of products and services,

wherethe following conditions are met:

A control over the promised goods or services is transferred;
A itis probable that the economic benefits associated with the sale will flow to the enterprise and
they may be determined reliably;

A the costs incurred, or to be incurred, have been reliably measured.
They are recorded net of returns, discounts, rebates tnas directly associated with the sale of the
product or the provision of the service. When defining the amount of the variable consideration that may
be included in the transaction price, at each reporting date the Group calculates the amount of the
variable consideration that still cannot be regarded as earned.
The terms of sales warranties are in line with the law and/or consistent with commercial practice in the
sector. The Group therefore accounts for warranties in accordance with I%&Wisions Contingent

Liabilities and Contingent Assets

Dividends
Dividends are recognised when the right of the Group to receive payment arises, which in general

O2NNBalLl2yRa (2 GKS Y2YSyid 4 6KAOK GKS {KIFNBK2fRS

Financial income and charges
This includes all the accounts of a financiature recorded in the income statement in the period,

including interest expense matured on financial debt (mainly on bank overdrafts, mediuntdang

loans), the changes in the fair value of financial liabilities (Performance Shares and Warraotsyghey
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gains and losses, gains and losses from derivative financial instruments (in accordance with the accounting
criteria previously defined) and the interest expense deriving from the accounting treatment of the

employee provisions (IAS 19).

Interest income and charges are recorded in the income statement in the period when they

incurred/matured.

Current income taxes
Income taxes include all the taxes calculated on the assessable income of the Group. They are recognised

to the income statement, excepthere they relate to items charged or credited directly to equity, in

which case the tax effect is also recognised directly in equity.

Tax receivables and payables for the year are valued at the amount expected to be paid to / received from
the tax authoities. The tax rates and regulations used to calculate such amounts are those in force at the

reporting date.

Deferred tars
Deferred tax assets/liabilities are calculated on all temporary differences between the values recorded in

the financial statementand the corresponding values recognised for tax purposes.

Deferred tax liabilities are recorded on all temporary assessable differences, with the following

exceptions:

A when the deferred tax liabilities derive from the initial recognition of goodwill foar asset or
liability in a transaction that is not a business combination and, at the time of the transaction, has

no effects on the result in the financial statements or on the fiscal result;

A the reversal of the temporary differences, related to investits in subsidiaries, associates and
joint ventures, can be controlled and it is probable that such will not occur in the foreseeable

future.

Deferred tax assets are recognised on all temporary deductible differences, credits and unused fiscal
losses cardd forward, to the extent of the probable existence of adequate future tax profits, that can
justify the use of the temporary deductible differences, credits and fiscal loses carried forward, with the

following exceptions:
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A when the deferred tax assets rédal to the temporary deductible differences derives from the
initial recognition of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, has no effects on the result in the financial statements treo

fiscal result;

A in the case of temporary differences related to investments in subsidiaries, associates and joint
ventures, the deferred tax assets are only recognised to the probable extent that the temporary
differences will reverse in the foresedalfuture and there are sufficient assessable amounts to

utilise such temporary differences.

Deferred tax assets are recorded when their recovery is considered probable, based on expected
availability of future taxable income for recovery. The carryingamof deferred tax assets is reviewed

at each reporting date and reduced to the extent it is unlikely that sufficient tax profits will be generated
in the future for the utilisation of all or part of the asset. Unrecognised deferred tax assets are @dview

at each reporting date and are recognised to the extent of the probability that the tax profit is sufficient

to permit such deferred tax assets to be recovered.

Deferred tax assets and liabilities are calculated on the basis of the tax rates expeloteddplied in the
year in which the assets are realised or the liabilities are paid, considering the rates in force and those

already issued or substantially issued as of the reporting date of the financial statements.

Deferred taxes concerniriems recognised outside of the income statement are also recognised outside
of the income statement and therefore to net equity or to the statement of comprehensive income, in

line with the item to which they refer.

The Group offsets deferred tax assetsladeferred tax liabilities if, and only if, there is a legal right to
offset current tax assets and current tax liabilities and if deferred tax assets and liabilities relate to income
taxes due to the same tax authority by the same taxpayer or other t@qgavho intend to settle the
current tax assets and liabilities on a net basis, or realise the asset and settle the liability simultaneously,
with reference to each future period in which the assets and liabilities for deferred taxes are expected to

be sdtled or recovered.

2021 Annual Financial Report
116



2021 Annual Financial Report
Notes to the financial statements

Earnings per share
The basic earnings per share is calculated by dividing the net profit or loss attributable to ordinary equity

holders of the Parent Company (the numerator) by the average weighted number of ordinary shares in
circultion (the denominator) during the year. Ordinary shares that will be issued upon the conversion of
a mandatorily convertible instrument are included in the calculation of basic earnings per share from the
date the contract is entered into. Contingentlgusible shares are treated as outstanding and are included

in the calculation of basic earnings per share only from the date on which all necessary conditions have
been satisfied (i.e. the events have occurred). Shares whose issue is subject only teitlgedapime are

not contingently issuable shares, as the lapsing of time is a certainty.

Diluted earnings per share

5AfdziSR SINyAy3a LISNI aKFINBE I NE OFfOdzZ F iSR 68 RAJA
the parent company at the finaicl £ a4l 6 SYSyGaQ RFEGS 2F | LIWINR2 G ¢
share, shares are modified by including all beneficiaries of rights which potentially have a dilutive effect

in the accounting period.

Grants
Grants from public bodies are recorded fair value when there is a reasonable certainty that the

conditions required to obtain them will be satisfied and they will be received.

Grants received against specific assets or development activities whose value is recorded under fixed
assets are recatised as a direct reduction of the fixed assets and credited to the Income Statement in
relation to the residual depreciation period to which the asset refers. Operating grants are fully recognised

to the income statement at the moment in which they sati#fie conditions for their recognition.
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COMMENTS ON THE MAIN ITEMS OF THE CONSOLIDATED BALAN

SHEET

Non-current assets

Note 1: Goodwill and Other intangible assets

Balance at

Balance at Restatement . - Other Balance at
(Euro.000) Dec. 31, 20 for PPA gec. 31, 20 Increases Disposals Amortisation move. Dec. 31, 21
Goodwill 98,070 (10,125) 87,946 87,946
Development costs - - - - - - - - -
Patent rights 11,575 3,352 14,927 586 (3) (3,215) 18 5 12,317
Concessions, licences 16,022 2,038 18,060 3,059 (1,420) ¢ 19,699
and trademarks
Other intangible assets 24,723 8,219 32,942 407 (4,152) 136 -) 29,333
Intangible assets in 250 250 173 ©) (154) 262
progress and advances
Total other intangible 52,569 13,609 66,178 4,225 ©) 8,787) 4 61,611
assets
Total goodwill and 150,640 3,484 154,124 4,225 ) (8,787) 4 149,557

other intangible assets

GOODWILL

At December 31, 2021, goodwill of Euro 87,946 thousand is unchanged on the previous year. The total

includes:

A Euro 78,138 thousand recognised following the acquisition of the Group company SIT La Precisa

S.p.A.on May 2, 2014. As per IFRS 3 Business caiosnan acquisition the assets and liabilities

of the Group were measured at fair value at the acquisition date. The excess between the

consideration of the transaction (Euro 201,553 thousand) and the fair value of the assets and

liabilities acquired waallocated (where possible) to identifiable assets.

A Euro 8,617 thousand recognised following the acquisition of the company JA&NHAtagem e

Gestdo de Fluidos, SA completed on December 29, 2020. The business combination was

accounted for iraccordance with IFRS 3.

A Euro 1,191 thousand recognised following the acquisition of the company Plast Alfin S.a.r.l. on

July 17, 2020. The transaction will enable the Group to achieve cost savings by producing certain

plastic components internally.
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The dfference between the total payment of the acquisition and the fair value of the assets, liabilities and

contingent liabilities acquired was recorded under goodwill as a residual amount.

PATENTS AND INTELLECTUAL PROPERTY RIGHTS

The account includes the ngratented technical/production and technological kndwew identified

within the Business Combination of May 2014, for an original amount of Euro 25,322 thousand. This
corresponds to the allocation of the excess of the price paid over the consolidatedjnigy earrying
FY2dzyGaz olFlaSR 2y |y AYyRSLSYRSYy(d SELISNIQa 2LAYAZYy
6,544 thousand relating to the Heating sector and Euro 1,680 thousand relating to the Smart Gas Metering

sector.

The amount also includes tle#fects of the allocation of the higher price paid for the acquisition of Janz,
then allocated to Know How, for an original value of Euro 3,352 thousand. At December 31, 2021 the

residual value amounts to Euro 2,873 thousand, amortised over 7 years.

The acount in addition includes software licenses and new industrial trademark registration costs or

those for the registration in new countries of existing industrial trademarks.

Changes in the financial year are mainly related to amortisation.

CONCESSIONKEENSES AND TRADEMARKS

CKS Y2dzyd 2F 9dzZNP mdpIchpdp GK2dzakyR Aa YFAyfte | GdNJI
identified for an original total amount of Euro 23,995 thousand as part of the merger of the company SIT

La Precisa S.p.A. onayl 2, 2014; these values were calculated with the support of an independent
SELISNIAQ O fdz GA2Yy NBLR2NI® ' 5505Y0SN) oMZ HAHME
the Heating sector and Euro 2,345 thousand relating to the Smart Gas Meseritor

The amount also includes the effects of the allocation of the higher price paid for the acquisition of Janz,
then allocated to the Brand, for an original value of Euro 2,038 thousand. At December 31, 2021 the

residual value amounts to Euro 1,834 thousaamhortised over 10 years.

The changes during the year are mainly due to the amortisation for the period and for Euro 3,041
thousand to intellectual property acquired following the purchase of the business unit for the production

of the NGA product line, copteted by the Mexican subsidiary SIT de Monterrey S.A de C.V. in H2 2021.
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OTHER INTANGIBLE ASSETS

This account includes the residual value of the customer relationship identified, with reference to the
Heating sector, as part of the acquisition of SIT legifa S.p.A. on May 2, 2014, whose Fair Value was
originally determined at Euro 42,690 thousand; this value was calculated on the basis of independent
SELISNIA&AQ Glfdzd GA2y NBLER2NI® ¢KS OdzAaG2YSNI NBfl A2y a4
Buro 20,81 thousand.

The item also includes the effects of the allocation of the higher price paid for the acquisition of Janz, then
allocated to Customer Relationship, for an original value of Euro 7,206 thousand and to the Order Backlog
for an original alue of Euro 1,013 thousand. The expected useful life was set at 15 years and 4 years,
respectively, with nodinear amortisation in proportion to the contract billing period. At December 31,

2021, the residual value is Euro 6,726 thousand and Euro 66@dhd respectively.

This account in addition includes costs incurred for the installation of the new SAP operating system, in

addition to those for the acquisition of the Piteco Evolution centralised treasury operating package.

IMPAIRMENT TEST
The goodwillarising from the business combination, considered as an indefinite life intangible asset, is

not subject to amortisation but to an impairment test at least annually to identify any losses in value.

The verification of any impairments to goodwill or otletangible assets was made on the basis of three
Group Cash Generating Units (CGUgating, Smart Gas Metering and Water Metering, comparing their

recoverable value with the respective carrying values of capital invested, including allocated goodwill.

Goodwill totalling Euro 87,946 thousand at December 31, 2021 is allocated to the Heating CGU for Euro
62,122 thousand, the Smart Gas Metering CGU for Euro 17,207 thousand, and the Water Metering CGU
for Euro 8,617 thousand.

2021 Annual Financial Report
120



2021 Annual Financial Report
Notes to the financial statements

It should be notedhat the company has never writtedown goodwill in past years.

Impairment tests were submitted for the approval of the Board of Directors on March 22, 2022. The
methodology to be used in carrying out the test was approved by the Bo&atexftors on December 17,

2021.

The impact of climate change risks has taken on increasing importance in recent years. SIT is a key
manufacturer of control, safety, performance and consumption measurement tools for gas appliances.
The components and systerrproduced by SIT are key to monitoring the energy efficiency and CO
emissions of devices produced by its customers. SIT products form an integral part of-edgeg

infrastructures (smart grids) in the metering sector.

As such, SIT plays an active partpublic debate. The Group also collaborates with technical and
commercial partners to define and assess the impact of climate change in the short and medium to long

term.

SIT natively incorporates the assessment and mitigation of these mediomgterm risks into the

governance of its corporate strategy and used in support of the impairment tests.

In the absence of a reliable market value for the CGU, its recoverable amount was calculated on the basis
of its value in use determined through the Disctadah Cash Flow DCF method, by discounting the

operating cash flow at a discounted rate representative of the cost of capital.

The following are assumptions about the construction methods which are common to all three CGUs

analysed

A The flows used represéforecast results based on the 2022 Budgets for the Caldlysedand

the best information currently available to management;

A The forecasts do not take account of the effects of changes in the Group's consolidation scope or

industrial footprint;

A Revenue drecasts represent changes in the existing product portfolio and therefore the

geographical or application markets already served by the Group;

A The impact of Russia and Ukraine is considered a-Inén2 dza G Ay 3 S@Sy (¢ d C2NEX
therefore, take intoaccount any expected impact. This effect will be included in the sensitivity

analyses.
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Heating Division CGU
The growth rate (g) is prudently assumed as equal to zero.
¢KS 1'SFdAy3 /' D!'Qa 21// ¢l a SadAYFIGSR o6& [aadzyay3ay
A arisk free rate of 2.66% calculatasannualaverage of the longerm government bond rates (10
years) in the CGU's target countries, weighted by the portion of each country's sales on total sales;
A a beta unlevered coefficient for a value of 0.89 estimated on the basis of a panel of cinepara
listed companies;
Aty SldZAade NARA&A]l LINBYAdzY 2F 32X SldAagdrtSyd (G2 GK
countries where the Heating CGU is active;
A an additional risk premium for the calculation of the cost of own capital (Ke) equivalent to 1.5%;
A a cost of debt calculated on the basis of IRS at December 31, 2021, to which a spread of 2.0% is
added, in line with the contractual conditions of the loans;
A alevel of financial leverage (ratio between financial debt and own equity) in line with thetipdus
average financial structure of comparable companies.
The resulting discount rate (WACC) of 9.00% reflects at the reporting date estimates of the market

valuation, the cost of money and takes account of the specific CGU and sector risk.

Considering theassumptions described, at the reporting date the recoverable value of the net capital
employed of the Heating CGU is higher than the net carrying amount and therefore there are no

indications that goodwill or other intangible assets may have incurred immesits.

The results were subject to sensitivity analysis, in order to establish how the result of the valuation process
may change based on the key assumptions such as the discount rate applied to the cash flows and EBITDA

included in the terminal cash figs.

The indifference of the WACC, i.e. the discount rate that results in a headroom (difference between the
amount recoverable calculated through the value of use and the carrying amount of the CGU) of zero, is

9.7%, whereas a 11.6% percent reduction @ thrminal value is required to achieve this same result.

Given the particular economic situation, which features difficulties in sourcing certain raw materials, a
general increase in the cost of these materials and of energy, and which has been fuaberbaxed by
the RussidJkraine conflict, it was deemed necessary to test the effect of potential cashflow volatility. The

zero headroom level was therefore verified on the basis of reduced revenues expected in the first three
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years covered. This pointiisached with a 9.5% reduction in revenues for each of the first three years

covered.

Smart Gas Metering Division CGU
The growth rate (g) is assumed as equal to zero.
¢KS {YINI DFa aSG4SNAy3a /D!Qa 2!'// gta SadAYlLGdSR o
A arisk free rate of 1.10%lculated asnnualaverage of the longerm government bond rates (10
years) in the CGU's target countries, weighted by the portion of each country's sales on total sales;
A a beta unlevered coefficient for a value of 0.79 estimated on the basis of a phceparable
listed companies;
Aty SldZAde NARE&A]l LINBYAdzY 2F 32X SldAagdrfSyd (G2 GK
countries where the Division is active;
A an additional risk premium for the calculation of the cost of own capital (Ke) eqotwal@.5%;
A a cost of debt calculated on the basis of IRS at December 31, 2021, to which a spread of 2.0% is
added, in line with the contractual conditions of the loans;
A alevel of financial leverage (ratio between financial debt and own equity) in lthelve industry
average financial structure of comparable companies.
The resulting discount rate (WACC) of 8.11% reflects at the reporting date estimates of the market
valuation and the cost of money and takes account of the specific and sector riskstilie were subject
to sensitivity analysis, in order to establish how the result of the valuation process may change based on
the key assumptions such as the discount rate applied to the cash flows and EBITDA included in the

terminal cash flows

The indiference of the WACC, i.e. the discount rate that results in a headroom (difference between the
amount recoverable calculated through the value of use and the carrying amount of the CGU) of zero, is

9.6%, whereas a 22.3% percent reduction of the terminklevis required to achieve this same result.

Given the particular economic situation, which features difficulties in sourcing certain raw materials, a
general increase in the cost of these materials and of energy, and which has been further exacerbated by
the RussidJkraine conflict, it was deemed necessary to test the effect of potential cashflow volatility. The

reduction in revenues for each of the first three forecast years required to reach zero headroom is 30.2%.

2021 Annual Financial Report
123



2021 Annual Financial Report
Notes to the financial statements

We note that the CGU is not currently exposed to the markets affected by the aforementioned conflict,

either directly or indirectly.

Water Metering Division CGU
The growth rate (g) is assumed to be 1.5%.
¢KS 21 GSNJ aSGSNAY3 / DlaRQuming:! // ¢+ a SadAYlFLGSR o8
A arisk free rate of 1.52% calculatedaamualaverage of the longerm government bond rates (10
years) in the CGU's target countries, weighted by the portion of each country's sales on total sales;
A a beta unlevered coefficient for a value 088.estimated on the basis of a panel of comparable
listed companies;
Aty SldZAde NARE&A]l LINBYAdzY 2F 32X SldAagdrfSyd (G2 GK
countries where the Division is active;
A an additional risk premium for the calculationtbe cost of own capital (Ke) equivalent to 1.5%;
A a cost of debt calculated on the basis of IRS at December 31, 2021, to which a spread of 2.0% is
added, in line with the contractual conditions of the loans;
A alevel of financial leverage (ratio between figéal debt and own equity) in line with the industry
average financial structure of comparable companies.
The resulting discount rate (WACC) of 8.81% reflects at the reporting date estimates of the market

valuation and the cost of money and takes accourthe specific and sector risk.

Considering the assumptions described, at the reporting date the recoverable value of the net capital
employed of the Water Metering CGU is higher than the net carrying amount, therefore confirming the

acquisition value.

Theresults were subject to sensitivity analysis, in order to establish how the result of the valuation process
may change based on the key assumptions such as the discount rate applied to the cash flows and EBITDA

included in the terminal cash flows

The indfference of the WACC, i.e. the discount rate that results in a headroom (difference between the
amount recoverable calculated through the value of use and the carrying amount of the CGU) of zero, is

10.7%, whereas a 29.1% percent reduction of the terminhle is required to achieve this same result.

2021 Annual Financial Report
124



2021 Annual Financial Report
Notes to the financial statements

Given the particular economic situation, which features difficulties in sourcing certain raw materials, a
general increase in the cost of these materials and of energy, and which has been further exadaybated
the RussidJkraine conflict, it was deemed necessary to test the effect of potential cashflow volatility. The

reduction in revenues for each of the first three forecast years required to reach zero headroom is 48.8%.

We note that the CGU is not currdpniexposed to the markets affected by the aforementioned conflict,

either directly or indirectly.

The estimate of the recoverable value of the capital employed net of the Heating, Smart Gas Metering
and Water Metering CGUs requires discretionary intergietaand the use of estimates by management.
The circumstances and events which could give rise to an impairment in the value of the investment will

be monitored constantly by the company.

Note 2: Property, plant and equipment

The movements in property, plant and equipment in 2021 are summarised below:

(Euro.000)
Historical i Of which
Accum Balance at which Historical Accum 3
cost at o \ o Balanceat & wA-3
Dec. 31 depreciation Dec. 31, & wA-3 costat depreciation Dec. 31 21 of-dzi & .
"~ atDec. 31, 20 20 of-dza S Dec. 31, 21 at Dec. 31, 21 B ‘
20 IFRS 16
IFRS 16
Land & buildings 53,526  (22,750) 30,776 12,207 56,130 (25,334) 30,796 10,911
Propertyand machinery 141,571  (110,092) 31,480 - 150,178  (116,746) 33,432 -
Industrial & commercial 97,526  (87,526) 10,000 1,108 101,591  (91,283) 10,308 1,504
equipment
Other assets 11,202  (7,363) 3,839 2,197 13,645 (8,703) 4,942 3,278
Tangible assets in progress 12,010 - 12,010 - 14,344 - 14,344 -
Advances 2,124 - 2,124 - 4,214 - 4,214 -
th?;&rgr‘]’te”y* plant and 317,960 (227,731) 90,229 15512 340,103  (242,066) 98,037 15,693

The following tables outline the changes in the historic cost and accumulated depreciation in 2021 by

category.
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HISTORICAL COST

(Euro.000)
il Historical il
eSS V,VhICh . Other Interco  Write-  Translation cost at V,Vh'Ch
Dec. 31, & wA-3 Increases Disposals . a wA-3
< ¢ movements mpany downs differences Dec. 31, < a
20 of-dza ¢ 21 of-dza S
IFRS 16 IFRS 16
Land & buildings 53,526 14,023 1,379 (147) 1,138 - - 235 56,130 14,172
Property and 141571 - 7,890 (1,512) 1,387 (1,807) - 841 150,178 -
machinery
Industrial & commercia o7 o6 1 765 5267 (2,796) 1,477 5 - 117 101,591 2,645
equipment
Other assets 11,202 3,864 2,639 (388) 81 1 - 110 13,645 5,930
Tangible assets in 12,010 B 6.396 } (4,089) 373 _ 27 14,344 R
progress
Advances 2,124 - 2,091 - - - - - 4,214 -
Totalintangible assets 317,960 19,652 25,663 (4,843) (6) (1,488) - 1,330 340,103 22,747

The increases in the year include the purchases of property, plant and equipment in the year. In particular,
acquisitions refer principally to plant, machinery and moulds for the development and manufacturing of
new products, in addition to refurbishmeand efficiency and production technology improvements. The
increases also include commitments for IFRS 16 relating to contracts concluding in 2021 and renewed in

the year. For further information, reference should be made to Note 35.

The decreases in theegir are due to disposals and sales of property, plant and equipment, largely already
depreciated. Other movements include investments which at December 31, 2020 were in progress and

which in 2021 became fixed assets to be depreciated.

ACCUMULATHIEPRECTAON
(Euro.000)
Provision Of which Of which
a w A-&K Depreci . Other Interco Write-  Translation Balance at & wA-&K
at Dec. < & 2 - Disposals . < Az
dza S ¢ ation movements mpany downs differences Dec. 31,21 dza S¢
31, 20
16 16
Acc. Depr. Land &
buildings (22,750)  (1,816) (2,563) 145 - - - (166) (25,334) (3,261)
Acc. Depriantand ), g0 - (7,482) 1,512 - 1,342 (143) (541)  (116,746) -
machinery
Acc. Depr. Industrial & o7 o0 g5y (6366) 2,663 53 2 - (107)  (91,283)  (1,141)
commercial equipment
Acc. Depr. Other asse!  (7,363)  (1,666) (1,543) 344 (48) 1 - (94) (8,703) (2,652)
Assets in progress anc ) ) ) ) ) ) ) ) ) )
advances
Total accumulated
depreciation Property, (227,731)  (4,140) (17,954) 4,664 5 1,345 (143) (908) (242,066) (7,054)

plant and equipment

Property, plant and equipment were depreciated at December 31, 2021 at the following rates:
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Rate
Land & buildings 45.14%
Plant and machinery 77.74%
Industrial and commercial equipment 89.85%
Other assets 63.78%
Leasing 31.01%

Note 3: Investments

The following table reports the movements in 2021 in investments.

(Euro.000)
Investments Balance Increases inthe Decreases in the Other changes Balance
31/12/2020 year year 31/12/2021
Company
Immobiliare Golf Montecchia 28 - - - 28
Fondazione ABO in liquidation 6 - - - 6
Italmed Llc. 378 - - - 378
Cyrus Intersoft Inc. 366 - - - 366
Infracom S.p.A. 522 - - - 522
Immobiliare Polesana (formerly IMER) 1 - - - 1
Conthidra S. L. 252 23 - - 275
Other minor 25 - (24) - 1
1 Fondazione ABO in lig. writ®wn prov. (6) - - - (6)
Italmed Llc. writedown prov. (378) - - - (378)
Cyrus Intersoft Inc. writelown prov. (366) - - - (366)
Infracom S.p.A. writelown prov. (502) - - - (502)
Total investments 326 23 (24) 0 325

The increase of Euro 23 thousand in the year relates to the increase for the company Conthidra S

by JANZ ContagemGestao de Fluidos valued using the equity method.

Note 4: Current and nenurrent financial assets

The breakdown of financial assets at December 31, 2021 is as follows:

(Euro.000)

Current and norcurrent financial assets Dec 3121 Dec 31, 2C
Guarantee deposits 318 282

Escrowdeposit account long term 1,500 2,000
Derivative financial instruments 321 R

Nonrcurrent financial assets 2,139 2,282
Escrowdeposit account short term 500 1,000
Derivative financial instruments 27 32

Other current financial assets 527 1,032

The main accounts are commented upon below.

.L., held
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RESTRICTED DEPOSIT ACCOUNT (SHORT AND MEDIUM TERM)

In 2020, as part of the acquisition of JANZ Contagem e Gestéo de Fluidos SA, the Parent Company Sit S.p.A.
paid Euro 3,000 thousand on behalf of the subsidiary Sit Metering S.r.l. as a guarantee. As per the
contractual agreements, Euro 2,000 thousand af #mount was recorded under namrrent financial

assets, as an escrow deposit for a maximum of five years, whilst the remaining Euro 1,000 thousand was

recorded as a shoiterm financial receivable from third parties.

During the first half of 2021, théert-term receivable of Euro 1,000 thousand was released by paying the
counterparty Euro 374 thousand and releasing the amount of Euro 626 thousand, as provided for in the

contractual agreements. In addition, Euro 500 thousand was reclassified undertdimestial assets.

LONGTERM DERIVATIVE FINANCIAL INSTRUMENTS

Following the refinancing carried out in the second half of 2021, the Parent Company signed a new loan
(Senior Financial Agreement 2021, SFA 2@2&h)a nominal value of Euro 90,000 thousand, which
derivative contracts were signed to hedge the interest rate risk, equal to 80% of the nominal value. At
December 31, 2021, the mark to market of derivatives was positive on theuwmwoeant portion for Euro

321 thousand. Please refer to Note No.f@®further information on the new loan agreement.

SHORTERM DERIVATIVE FINANCIAL INSTRUMENTS
In 2021 the Parent Company entered into currency derivatives contracts that do not meet the hedging
requirements established by IFRS 9 for the application d§beccounting. The account is broken down

by currency in the table below:

average
Transaction type  Currency Currency Currency average spot forward Maturity date / Fair value at the
amount value exchange rate  exchange date
rate
<3m >3m; <6m >6m; <9m

forward sales GBP 12,000 EUR 0.8408 0.8413 - -
forward sales GBP 750,000 EUR 0.8425 0.8425 - 3
forward sales GBP 1,750,000 EUR 1.1319 1.1330 8 -
forward sales CNY 12,000,000 EUR 7.2146 7.2486 6
forward purchases  CHF 1,500,000 EUR 1.0424 1.0417 6
forward purchases  CHF 1,000,000 EUR 1.0424 1.0413 -

Total 20 7
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Note 5: Deferred tax assets

A breakdown of temporary differences and the consequent deferred tax assets at December 31, 2021 and
at December 31, 2020 is reported below, on the basis of the breakdown by type of the temporary

differences:

December 31, 2021

Temporary Diff. ~ Temporary Diff. Tax effect Tax effect
(Euro.000) IRES IRAP IRES IRAP
Employee provisions 4,665 3,859 1,168 150
Other risk and charges provisions 3,044 1,107 847 43
Employee benefits 626 - 151 -
Write-down of inventories 2,155 1,841 534 72
Deprec. suspended on revaluations 171 171 41 7
Tax losses 11,695 - 2,807 -
Non-deductible interest - - - -
Other & overseas 1,507 49 429 2
Inter-company transactions 5,528 5,528 1,327 216
Cash Flow Hedge Reserve 71 - 17 -
Unrealised foreign exchange losses 360 - 86 -
Total 29,820 12,555 7,407 490
Balance at December 31, 2020
Temporary Diff. ~ Temporary Diff. Tax effect Tax effect
(Euro.000) IRES IRAP IRES IRAP
Employee provisions 3,305 3,304 793 129
Other risk and charges provisiofis 1,998 1,719 477 67
Employee benefits 811 - 213 -
Write-down of inventories? 2,186 1,764 531 69
Deprec. suspended on revaluations 171 171 41 7
Tax losses 583 - 140 -
Non-deductible interest 1,152 - 276 -
Other & overseas 2,493 89 759 3
Inter-company transactions 3,787 3,787 909 148
Cash Flow Hedge Reserve 958 - 230 -
Unrealised foreignxexhange losses 292 - 70 -
Total® 17,736 10,834 4,439 423

(*) The amounts abecember 31, 2020 have been restated to include the effects recognised in the PPA.

The recognition of the deferred tax assets was made against an assessment on the reasonable recovery

in future years.

Current assets

Note 6: Inventories

Inventories, preseted in the financial statements net of the obsolescence provision, are comprised as

follows:
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(Euro.000) Dec 3121 Dec 31, 2C
Raw materials, ancillary and consumables 37,902 31,329
Work-in-progress and senfinished goods? 15,816 9,836
Finished products and gootis 16,369 15,247
Advances to supplief8 35 41

Inventories 70,123 56,453

(*) The amounts aDecember 31, 2020 have been restated to include the effects recognised in the PPA.

The movements in the inventory obsolescence provision were as follows:

(Euro.000)

Dec 3121

Obsolescence provision 31/12/2020
Utilisation in the year

Allocation in the year
Increase for acquisitions in the year

3,170
(64)
310

Obsolescence provision 31/12/2021

3,415

(*) The amounts at December 31, 2020 have been restated to include the effects recognised in the PPA.

The provision reflects the reduced value of inventories due to obsolescence, slow sravenas a result

of market values below acquisition or production cost.

Note 7: Trade receivables

Trade receivables and the relative doubtful debt provisions are summarised below.

(Euro.000) Dec 3121 Dec 31, 2C
Trade receivabled 57,529 67,004
Receivables from companies of the Group 626 448
Trade receivables from holding company 63 69
Trade receivables from companies subject to control of holding company 16 24
Current trade receivable$ 58,234 67,545
Doubtful debt provision (2,182) (2,180)
Trade receivable$ 56,052 65,365

(*) The amounts abecember 31, 2020 have been restated to include the effects recognised in the PPA.

TRADE RECEIVABLES

These refer to direct commercial transactions which the Group undertakes with customers and is net of

without recourse receivable factoring totalling appr Euro 13,818 thousand, by the Parent Company.

The amount is stated net of the doubtful debt provision which expresses reasonably expected losses both

on the basis of prior nowollection and amounts overdue.

RECEIVABLES FROM COMPANIES OF THE GROUP

This item refers to receivables from Conthidra S.L., a company consolidated at equity.
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DOUBTFUL DEBT PROVISION
The doubtful debt provision amounts to Euro 2,182 thousand, with the movements in 2021 reported in

the following table:

(Euro.000) Dec 3121
Doubtful debt provision 31/12/2020 (2,180)
Utilisation in the year 18
Allocation in the year (20)
Doubtful debt provision 31/12/2021 (2,182)

The Group did not receive guarantees on receivables. The table below presents the exposure to the

credit risk on trade receivables:

(Euro.000)

Trade receivables Current  <30day 30-60 day: > 61 day Total
December 31, 2021

Trade receivables 47,95: 4,387 2,79¢ 2,392 57,52¢
December 31, 2020

Trade receivable® 57,83¢ 3,222 1,64¢ 4,29¢ 67,00¢

(*) The amounts abecember 31, 2020 have been restated to include the effects recognised in the PPA.

Note 8: Other current assets

The account is broken down as follows:

(Euro.000) Dec 3121 Dec 31, 2C
Tax receivables 10,374 11,322
Advances 1,814 843
Prepayments and accrued income 1,257 1,120
Other receivables 684 259
Other tax receivables 1,278 326
Employee receivables 22 84
Social security institution receivables 316 280
Total other current assets 15,745 14,234

TAX RECEIVABLES

The breakdown is dsllows:

(Euro.000) Dec 3121 Dec 31, 2C
VAT receivables 3,402 4,433
Receivables from parent companies for Group VAT 2,267 1,549
Withholding taxes 4,704 5,340
Total tax receivables 10,374 11,322
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VAT RECEIVABLES
The VAT balance includes Euro 1,403 thousand concerning the subsidiary SIT Manufacturing N.A.S.A. de

C.V. againsegulatory changes introduced by the local government which, from January 1, 2020, removed
the possibility of offsetting VAT credits with current tax payables. The subsidiary submitted a request to
the State for reimbursement of all monthly payments upfiisetting of the payable balance, which was

achieved. The balance also includes Euro 1,562 thousand relating to the subsidiary JANZ.

RECEIVABLES FROM PARENT COMPANIES FOR GROUP VAT
In tax year 2020, SIT Technologies S.p.A., as parent company, anqu/AS|TSH Immobiliare S.p.A. and

Metersit S.r.l., as subsidiaries, adhered to the Group VAT settlement procedure governed by Article 73,
final paragraph, of Presidential Decree 633/1972, as approved by their respective governing bodies in
2019. The amounbf Euro 2,267 thousand concerns the receivable of the companies Sit S.p.A. and

Metersit S.r.l. from the parent company, respectively of Euro 1,976 thousand and Euro 291 thousand.

WITHHOLDING TAX RECEIVABLES
Receivables for withholding taxes of Euro 4,#@lsand relate to overseas withholding taxes on royalties

invoiced by the Parent Company to productive subsidiaries against the use of tegimoidattive and
non-patented knowhow, in addition to those of the SIT trademark, all held by the Parent Compaese
receivables are considered recoverable through expected future taxable income. During 2021, following
the agreement reached with the Tax Agency on the calculation of the economic benefits from intangible
Fadasida o6étl Syl . 2itbles HLiithhaldings incutrédioveBaas rEdudedty Euro
1,448 thousand.

PREPAYMENTS AND ACCRUED INCOME
At December 31, 2021, accrued income and prepayments were mainly related to prepayments on fees,

rental and insurance premiums, as well as fees for maintenance and repair materials.

OTHER TAX RECEIVABLES

At December 31, 2021, this item consists primarily of

A Euro 899 thousand relating to the tax credit accrued for research, development and technological
innovation activities (Budget Law 2020 No. 160/20d®which Euro 644 thousand pertaining to

the Parent Company and Euro 255 thousand pertaining to the subsidiary Metersit S.r.1.;
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A Euro 358 thousand relating tmx credit accrued for expenses incurred as investment in new
capital goods (Law No. 160/2019 anaw No. 178/2020)f which Euro 335 thousand pertaining

to the Parent Company and Euro 23 thousand pertaining to the subsidiary Metersit S.r.l..

Note 9: Tax receivables

Income tax receivables were as follows:

(Euro.000) Dec 3121 Dec 31, 2C
IRES receivables 725 616
IRAP receivables 327 257
Receivable from holding company for tax consolidation 107 3,008
Other current taxes 1,806 101
Tax receivables 2,965 3,983

¢tKS awSOSAGIofS FTNRBY K2f RAY Decérbef BI, goB1 shoviNa delitE O2 y
balance. Please refer to Note No. 23 for further details.

The amount of Euro 1,700,000 refers to the IRES receivable transferred by the parent company SIT
Technologies S.p.A. to the subsidiaries SIT S.p.A. and Metekséisspart of the national consolidation

process, as provided for in Article-8 of Presidential Decree 602/1973.

Note 10: Cash and cash equivalents

Cash and cash equivalents are presented below:

(Euro.000) Dec 3121 Dec 31, 2C
Cash in hand and similar 32 26
Bank and postal deposits 46,635 42,302
Cash and cash equivalents 46,667 42,328

Cash and cash equivalents relate to current accounts and cash in hand at the reporting date. The changes

are reported in the Consolidated Cash Flow Statement, to which reference should be made.

Consolidated Shareholders' Equity
The changes are reported ihnKS & dGF G SYSyid 2F OKIy3aSa Ay O2yazf ARl

reference should be made. The following comments relate to the principal accounts and changes.
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Note 11: Share capital
The share capital, subscribed and paidamounted at Decemberl3 2021 to Euro 96,162 thousand,
comprising 8,110,20%hares without express nominal value. The classes of shares issued by the company

are reported below.

Shares No. Shares % of share capital Listing
Ordinary Shares 25,110,209 100.0% MTA ltaly

The company, on July 13017, executed the merger between SIT S.p.A. and Industrial Stars of Italy 2
S.p.A. by providing a divisible share capital increase for a maximum total amount of Euro 153,438, to be
implemented through the issue of 1,534,380 SIT ordinary shares reservethdoexercise of the

subscription right due to SIT Warrant holders.

Note 12: Reserves

A breakdown follows:

(Euro.000) Dec 3121 Dec 31, 2C
Share premium reserve 10,360 10,360
Capital payments reserve 16,615 16,615
Total capital reserves 26,975 26,975
Legal reserve 19,230 19,230
Treasury shares reserve (6,134) (2,212)
Cash flow hedge reserve (45) (718)
Actuarial reserve (656) (574)
Extraordinary reserve 1,491 1,491
Translation reserve (7,255) (8,242)
LTI reserve 174 175
Warrant Reserve 230 (1,567)
Retained earnings (accum. losses) 15,261 9,286
Total profit reserves 22,296 16,870
Total reserves 49,271 43,845

SHARE PREMIUM RESERVE

The share premiumeserve of Euro 10,360 thousand did not change during the year.

CAPITAL PAYMENTS RESERVE
¢CKS aKINBK2f RSNBRQ OFLRAGIE L¥evySyida NBaSNBS 27F 9 dzN
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TREASURY SHARES RESERVE

The treasury shares reseramounts to Euro 6,134 thousand. During 2021, an additional 412,723 treasury
shares were purchased for a total amount of Euro 3,922 thousand. This repurchase is for the purpose of
the new sharebased compensation plans for executives and employees of tmep&@uy and/or its

subsidiaries, as approved by the Shareholders' Meeting of April 29, 2021.

LONG TERM INCENTIVE PLAN RESERVE

At December 31, 2020, the lotigrm incentive plan (L.T.l.) reserve included the value of the shased
payments in favour of empyees and key executives, settled with capital securities. The plan stipulated
the vesting of the units granted in shares upon the simultaneous satisfaction of all conditions, by June 30,
2021. At June 30 2021, the conditions for the conversion of théslilmio shares had not matured and

therefore the L.T.l. reserve was released.

In April29,2021, the Shareholders' Meeting approved 3 new incentive plans (Performance Shares Plan,
Restricted Shares Plan, Advisory Board Stock Compensation Plan) At DeRE2B2 1, the item includes

the fair value of the 3 new plans for Euro 174 thousand. For further details, reference should be made to
Note 39.

CASH FLOW HEDGE RESERVE

The cash flow hedge reserve@cember 31, 2020 is recorded as a negative value of Euro 718 thousand,
net of the Euro 227 thousand tax effect. This reserve arose from the fair value measurement of the
RSNAGIGABS FAYIFIYOALt AyadNHzySyida HRSVedEehtyidthelyéal d {
related to the early repayment of the underlying loan and the agreement of new hedging contracts against
the new loan that the company finalised on August 6, 2021 with a banking syndicate, for Euro 90 million
with a duration of 5 yea. The Reserve at December 31, 2021 was a negative value of Euro 45 thousand,

net of the tax effect of Euro 17,129.

ACTUARIAL RESERVE
At December 31, 2021, the actuarial reserve amounts to Euro 656 thousand and derives from the effects

of discounting posemployment benefits.
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EXTRAORDINARY RESERVE
The extraordinary reserve at December 31, 2021 amounted to Euro 1,491 thousand, with no changes in

the year.

WARRANT RESERVE

In 2017, in execution of the transactions for the merger with Industrial Star oRJt&I\M S.p.A. issued

5,350,000 warrants admitted to trading on the AIM Italia. As per the Regulation, these Warrants may be
exercised with effect from the month following admission to trading on AIM lItalia and within 5 years from
admissonCN2 Y b2 FSYHSINdyw F2tt26Ay3a GKS GGNYYaAGAZY LINEP
GN} RSR 2y GKS a¢! 6aSNDOFG2 ¢SEtSYILGAO2 T A2YIFNR20
aAYdzZ GFyS2dzates ¢SNB SEOf dzRIBeRWaFantPR¥seel eqlivalanytd a 2y (1 K
negative value of Euro 230 thousand, derives from the initial entry of the Warrants at their fair value on

WdzZt & HnX HamtT YR 08 &adzoaSldsSyd Y2@SySyida Ay O02yy

RETAINED EARNINGS (ACCUM. LOSSES)

At December 31, 2021, the account is positive for Euro 15,261 thousand compared to Euro 9,286 thousand

at December 31, 2020. The net increase of Euro 5,975 relates to the positive amount of Euro 12,877
thousand in allocation of a portion of the 2020 resuhile the negative amount of Euro 6,890 thousand
O2yOSNya GUKS RAOGARSYRA LI AR RdzZNAyYy3a (GKS &SN F2ff2
April 29, 2021 and Euro 12 thousand to movements.

Non-current liabilities

Note 13:Medium/long-term loans and borrowings

The breakdown of the account at December 31, 2021 is illustrated below:

(Euro thousands) Dec 31, 21 Dec 31, 20
Non-current portion of loan$? 74,540 91,934
Medium/long-term loans and borrowing$? 74,540 91,934

(*) The amounts abecember 31, 2020 have been restated to include the effects recognised in the PPA.

The balance at December 31, 2021 of Euro 74,540 thousand decreased by Euro 17,195 thousand on
December 31, 2020. The movement relates for Euro 91,734 thousand to thensstt of the financial

LI 81 0fS dzy RSNJ GKS G{SYA2NJ CAYyFYyOAlf ! ANBSYSyil¢ oK
part of the overall refinancing transaction at the same time as the merger of SPAC Industrial Stars of Italy

2 and for Euro 74,540 tusand to the londerm portion of the new loan in place, net of the amortised

cost. For further information, reference should be made to Note 18.
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Note 14: Other nofrturrent financial liabilities and derivative financial instruments

The breakdown of the account at December 31, 2021 is illustrated below:

(Euro.000) Dec 3121 Dec 31, 2C
Other norcurrent financial payabled 2,068 2,800
Bond loan non-current portion 39,438 -

Derivative financial instrumentsNon-current - 266
Nontcurrent financial lease payable§~RS 16 13,119 13,417
Other noncurrent financial liabilities andderivative financial instrumentg? 54,625 16,483

(*) The amounts abecember 31, 2020 have been restated to include the effects recognised in the PPA.

OTHER NONURRENT FINANALYABLES

The amount at December 31, 2020 of Euro 2,800 thousand included Euro 2,650 thousand related to the
acquisition of the equity investmetihn JANZ Contagem e Gestao de Fluidos, SA, completed on December
29, 2020, of which Euro 2,000 thousand as a guarantee and Euro 650 thousand as the mediteriong
portion of the earrout paid to the counterparty. The amount also included Euro 150 thodiselated to

the acquisition of the equity investment in Plast Alfin S.a.r.l..

The amount of Euro 2,068 thousand decreased by Euro 732 thousand, mainly due to the combined effect

of the following movements:

A A decrease of Euro 500 thousand as a resuthefshortterm reclassification of the guarantee
provided for the acquisition of the investment in JANZbntagem e Gestdo de Fluidos, SA, which
was finalised on December 29, 2020;

A A decrease of Euro 233 thousand following the shemn reclassification of the earaut portion
recognised as part of the acquisition of JANEOntagem e Gestéo de Fluidos, SA;

A A decrease of Euro 150 thousand following the stemnn reclassification othe payable for the
purchase of the equity investment in Plast Alfin S.a.r.l.;

A An increase of Euro 108 thousand relating to the initial disbursement, equal to 50%, on loans
granted by SaceSimest, pursuant to the latest Legislative Decree of March Q20 2onverted
into Law No. 27 of April 24, 2020, to be used for participation in fairs and exhibitions overseas and

for staff training. No guarantees are provided on these loans.
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BOND LOANNONCURRENT PORTION

The account refers to the bond loan signgdRricoa in May 2021. The payable was valued according to

the amortised cost method over the duration of the contract, equal to 10 years, wityeabgrace period.

The fixed halfyearly coupon is indexed from the fifth year to a sustainability rain@ { D& 0 LINE @A RS
the international agency EcoVadis. The contract provides the option for Sit S.p.a. to request Pricoa over

the next three years to subscribe to additional bonds, up to a total amount of USD 100 million (or Euro

equivalent).

The bond loa includes covenants based on items of the financial statements, to be verified on-a semi
annual basis. Failure to comply with these covenants would trigger the acceleration clause in respect of

the Company.

The financial covenants in this contract arergijo between net financial position and EBITDA, (ii) ratio
between EBITDA and net financial charges and (iii) an established debt/own funds ratio. As at December

31, 2021, the Company was in compliance with all covenants.

NONCURRENT FINANCIAL LEASE PAYIRBISES
The amount concerns the nesurrent financial payable for future charges from the existing lease

contracts, recognised in application of IFRS 16.

Note 15: Provisions for risks and charges

The changes to thaccount were as follows:

(Euro.000)

Dec 31, 2C Provisions Utilisations  Reclassifications Dec 3121
Agents indemnity provision 145 6 - - 152
Other risks provision 4,073 637 (263) (561) 3,886
Product warranty provisiof? 760 208 (65) - 904
Total provisions for risks anc 4,978 852 (328) (561) 4,941
charges®

(*) The amounts abecember 31, 2020 have been restated to include the effects recognised in the PPA.

AGENTS INDEMNITY PROVISION
The account exclusively includes the potential liability for any indemnities due to agents in the event of
end of service or for the terminatioof the contract not attributable to the agent, as established by Article

1751 of Civil Code and the Collective Economic Agreements.
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OTHER RISKS PROVISION

The following is a breakdown of the main accounts making up the provision:

A Euro 1,990 thousand relating the subsidiary Metersit S.r.l. and represents the best estimate of the
dismantling costs in future years of the batteries inserted in the meters sold up to the reporting
date. The provision in the year of Euro 308 thousanédadhkto account the discounting of cash
flows, utilising a praax discount rate. Finally, Euro 110 thousand were released as the period
covered by the replacement under warranty has elapsed and therefore the provision can no

longer be justified.

A Euro 664housand refers to the subsidiary Metersit S.r.1. to cover risks on the reasonable estimate
of the potential penalties matured based on contractual provisions due to delays in the supply of
products to the principal clients of the comparijhe amount incldes Euro 51 thousand relating
to provisions for integration of replacement guarantees deriving from a contract with a specific

customer.

A 9dzN2 cnd¢dp GK2dzalyR (2 KSR3IS GKS NRala 20SNI 2y
customers, whose risk of loss ighly probable; The decrease during the year, amounting to Euro
598 thousand, relates to specific claims acknowledged to customers, amounting to Euro 37
thousand, as well as a release of the provision, amounting to Euro 561 thousand, due to the lack
of obligations towards customers for potential indemnities provided for in the contract.

A Euro 358 thousand relating to the coststlsé reclamation of a plot of land owned by the parent

company; the use in the year of Euro 119 thousand concerned the costsaddarithe initiation

of reclamation activity. During the year, Euro 16 thousand was in addition allocated.

A The provision for risks and charges also includes Euro 60 thousand for ongoing disputes with

employees;

A dispute began in 2021 with a customer attributable to the alleged defectiveness of a certain number of
valves supplied by the Mexican subsidiary amstalled on products sold on the American market. The
dispute is at an early stage and at this time the cause of the malfunction of the appliance on which the
valves disputed by the customer are installed has not been proven. The parties, through thiciedegs,

are considering the possibility of a mediation procedure, the conclusion and outcome of which may not

be predicted at the moment.

2021 Annual Financial Report
139



2021 Annual Financial Report
Notes to the financial statements

PRODUCT WARRANTY PROVISION
The product warranty provision reflects a reasonable estimate of the charges whichdbp @ay incur

to comply with contractual guarantees on products sold until the reporting date.

The provision mainly includes:
A Euro 250 thousand represent the estimated future charges relating to the subsidiary Janz on
meters sold up to the date of the fimcial statements. The value of the provision is in line with

the previous year;

A Euro 468 thousand relating to the best estimate of replacement costs of meters sold by the
subsidiary Metersit S.r.l. up to the date of the financial statements, covereddgamty. The
provision for the year amounts to Euro 111 thousand, while a further Euro 50 thousand represents

a supplementary guarantee deriving from a contract with a specific customer.

A Euro 140 thousand relating to products sold by the Parent Compaloylad on the basis of

the assessment and analysis of returns due to defects. The provision for the year amounts to Euro

48 thousand.

Note 16: Posemployment benefit provision

The movements in the account in the year to December 31, 2021 and to December 31, 2020 were as

follows:

(Euro.000) Dec 3121 Dec 31, 2C
Net liabilities for employee benefits 5,338 5,659
Liabilities for retention or other 424 436

Postemployment benefit provision 5,762 6,095

The movements in postmployment benefits were as follows:

(Euro.000) Dec 3121 Dec 31, 2C
Postem. bens. at beginning of year 5,659 5,984
Payments in the year (535) (371)
Current service cost 88 99
Interest cost 17 43
Actuarial gains 108 (96)
Postem. bens. at end of year 5,338 5,659
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The economic/demographic assumptions utilised for the measurement for IAS/IFRS-efrggeyment
benefits were as follows:

Defined benefit plans Dec 3121 Dec 31, 20
Annual discount rate 0.98% 0.34%
Annual inflation rate 1.75% 0.80%
Annual increase in pogtmployment benefit 2.81% 2.10%
Annual increase in salaries 1 N/A

Death The RG48 mortality tables published by the General State Controlle
Disability INPS tables by age agdnder

Retirement 100% on reaching current regulatory requirements
The annual frequency of advance payments and company turnover were taken from the historical

experience of the Group and from the frequencies of the experience of the acteariglltant on a

significant number of similar businesses.

Note 17: Deferred tax liabilities
A breakdown of temporary differences and the consequent deferred tax liabilities at December 31, 2021

and at December 31, 2020 is reported below, based on the tfpemporary differences, applying
respectively a tax rate of 24% for IRES and 3.9% for IRAP.

Balance at December 3021

Temporary Diff. ~ Temporary Diff. Tax effect Tax effect
(Buro thousands) IRES IRAP IRES IRAP
Tax on business combinations 54,475 43,892 13,074 1,712
Accelerated depreciation 376 - 90 -
Finance Leases 925 925 222 36
Dividends 472 - 113 -
Unrealised for. exchange gains/losses 993 - 238 -
Other 857 - 258 -
Total 58,097 44,816 13,996 1,748
Balance at December 31, 2020
Temporary Diff. ~ Temporary Diff. Tax effect Tax effect
(UL ) IRES IRAP IRES IRAP
Tax on business combinatidhs 64,109 50,331 14,973 1,963
Accelerated depreciation 376 - 90 -
Finance Leases 968 968 232 38
Dividends 342 - 82 -
Unrealised for. exchange gains/losses 365 - 88 -
Other 347 - 80 -
Total ® 66,508 51,299 15,545 2,001

(*) The amounts abecember 31, 2020 have been restated to include the effects recognised in the PPA.
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Current liabilities

Note 18: Shorterm loans and borrowings

The breakdown is as follows:

(Euro.000) Dec 3121 Dec 31, 20

RESTATE
Utilisation shoriterm lines® 40 58
Current portion of loans 19,731 46,464
Current financial charges - 11
Shortterm loans and borrowing$? 19,770 46,533

(*) The amounts aDecember 31, 2020 have been restated to include the effects recognised in the PPA.

CURRENT PORTION OF LOANS
On August 6, 2021, the Parent Company signed a loan agreéBemior Financial Agreement 2021, SFA
2021) with a bank syndicate, in order to repay the outstanding bank @8kbnior Financial Agreement

2017 and meet the Group's ordinary financial requirements. The main features are as follows:

A original amount of Euro 90,000 thousand, with 5 year durationfumiag June 30, 2026;

repayment according to prestablished halfyearly instalments commencing from June 30, 2022;

A interest rate indexed to the 6 month Euribor, plus a margin determined on the basis of a grid
defined by the Leverage ratio tremdan indi@tor consisting of the ratio between the net financial
position and EBITDA. During 2021, the average interest margin was 1.50%; the margin is also
determined on the basis of a sustainability ("ESG") rating issued by the international agency

EcoVadis;

the financial liability is measured using the amortised cost criteridhe loan contract provides for an

early repayment option without penalties and without collateral security. As is usual in similar
transactions, it stipulates a series of commitments ttee Company, such as a prohibition, except for
within the provided limits, on assuming further debt and providing related guarantees (negative pledges),
in addition to limits on the distribution of dividends and the sale of assets or divestment of biesness
Financial covenants are established, to be calculated at consolidated financial statement level en a half
yearly basis: (i) ratio between net financial position and EBITDA and (ii) ratio between EBITDA and net

financial charges, all amounts to be cadétad in accordance with the definitions within the contract.

As at December 31, 2021, the Company was in compliance with all covenants.
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The residual nominal amount at December 31, 2021 totals Euro 90,000 thousand, of which the non
current portion Euro 7800 thousand and the current portion Euro 15,000 thousand. The residual amount
at amortised cost at December 31, 2021 totals Euro 89,324 thousand, of which theurrent portion

Euro 74,540 thousand and the current portion Euro 14,784 thousand.

During D21 the parent company obtained new credit lines of a nominal value of Euro 35.5 million, in view
of the uncertainties posed by the economic and financial environm&hte residual nominal amount at

December 31, 2021 totals Euro 5,000 thousand.

Note 19:0ther current financial liabilities and derivative financial instruments

A breakdown follows:

(Euro.000) Dec 3121 Dec 31, 2C
Other current financial payablés 968 771
Bond loan current portion 20 -
Factoring payables 608 647
Derivative financial instruments (current portion) 593 894
Current financial lease payabled-RS 16 2,800 2,319
Other current financial liabilities and derivative financial instrumerits 4,988 4,630

(*) The amounts abecember 31, 2020 have been restated to include the effects recognised in the PPA.

OTHER CURRENT FINANCIAL PAYABLES

The amount, equal to Euro 968 thousand, includes Euro 500 thousand relating to theeshoportion

of the security deposit paid as parfthe acquisition of the equity investment in JANGZbntagem e Gestao
de Fluidos, SA, as well as the sHert portion of the earrouts contracted during the same transaction,
amounting to Euro 233 thousand. The amount also includes Euro 150 thousatetirto the purchase

of the equity investment in Plast Alfin S.a.r.l., to be settled within one year.

The item also includes the current portion of the S&imest loans, as described in greater detail in Note
14, amounting to Euro 30 thousand (of whiEkro 22 thousand for SIT and Euro 8 thousand for the
subsidiary Metersit S.r.l.).

DERIVATIVE FINANCIAL INSTRUMENREENT PORTION

The balance at December 31, 2021 of Euro 593 thousand concerns:

A Euro 392 thousand for the shetérm portion of interest ate hedgegInterest Rate SwapdRS
in connection with the nevBFA 202bank loan at a floating rat@s described in greater detail in

Note 14. With regard tahese hedging contracts, the medium/lotgrm portion has a positive
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mark-to-market value of Euro 321 thousand, as indicated in Note 4, resulting in an overall net
effect of Euro 71 thousand; and

A for Euro 201 thousand for exchange rate risk hedging eotgr
The characteristics and Fair Value of the current portion of interest rate swaps are presented below:

Balance at December 31, 2021

. o ) . Notional Fair value
Transaction type Currency Beginning date Maturity Fixed rate
Dec 3121 Dec 3121
IRSon SFA 2021 Euro 06/08/2021 30/06/2026 -0.07% 72,000 (392)
Total 72,000 (392)
Balance at December 31, 2020
(Euro.000)
. - . . Notional Fair value
Transaction type Currency Beginning date Maturity Fixed rate Dec 31, 2C Dec 31, 2C
IRS on SF2017 Euro 29/12/2017 30/06/2022 0.41% 45,339 (400)
IRS on SFA 2017 Euro 29/12/2017 30/06/2022 0.40% 33,401 (292)
Total 78,740 (692)

In 2021 the Company undertook hedging contracts against currency risk. These contracts do not meet the
hedging requirements established by IFRS 9 for the application of hedge accounting. The features and the
fair value of the current portion of the deritige financial instruments at December 31, 2021 are

summarised below:

The characteristics and fair value of the current portion of exchange rateh@dging contracts are
presented below:

. Currency  Currency average spot 1?)\;6\;\:2316 . .
Transaction type  Currency exchange Maturity date / Fair value at the date
amount value rate exchange
rate
<3m >3m; <6m >6m; <9m

forward sales AUD 2,000,000 EUR 1.5742 1.5768 (8) - -
forward sales GBP 700,000 EUR 0.8491 0.8508 (8) - -
forward sales GBP 1,000,000 EUR 0.8491 0.8532 - (12) -
forward sales usD 1,000,000 EUR 1.1679 1.1716 (24) - -
forward sales CNY 15,000,000 EUR 7.6893 7.9767 - - (149)

Total (40) (12) (149)

The currency contracts at December 31, 2020 were as follows
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average average

Transaction type Currency (SR A spot eI Maturity date / Fair value at the date
amount value exchange exchang
rate e rate

<3m >3m; <6m  >6m; <9m

forward sales AUD 1,625,000 EUR 1.6539 1.6580 (44.6) - -
forward sales AUD 2,500,000 EUR 1.6397 1.6467 - (55.5) -
forward purchases CHF 1,500,000 EUR 1.0742 1.0729 (20.7) - -
forward purchases CHF 1,000,000 EUR 1.0742 1.0721 - (7.3) -
forward sales CNY 15,000,000 EUR 8.2321 8.4730 - - (83.5)
forward sales GBP 70,000 EUR 0.8986 0.8986 (0.5) - -
Total (55.7) (62.8) (83.5)

As required by IAS 7, the necessary disclosure is provided to permit the reader of the financial statements

to assess the changes to liabilities deriving from financial liabilities, where such relates flowasir non

monetary changes. These include:
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Reimbursements Fair Value ClEgBi Dec 31

(Euro.000) Dec 31,20 Drawdown Acquisitions Reclassification amortised !
/ settlements Changes —- 21
Bank payablesnon-current
portion of loans®) 92,099 90,000 - (92,099) (15,000) - - 75,000
Banlk payablgsnon—current (365) (460) : 196 56 B 113 (460)
portion amortised cost
Total bank payables non-
current portion loans® 91,734 89,540 ] (91,903) (14,944) ) 113 74,540
Shareholder loansnon-current } : } ) } } ) )
portion of loans
Shareholder loaramortised cost - - - - - - - -
Bond loan non-current portion - 40,000 - B B B B 40,000
Bond loan a}mortlsed cost, non } } ) : : (562) (562)
current portion -
Derivative flnanglal instruments 266 : } (266) } } ) )
non-current portion
) - - R -

IFRS16’ 13,418 1,805 (2,103) 13,120
Payables to other lenders 2929 180 - (129) (913) - - 2,067
Total other noncurrent financial
liabilities and derivative financial 16.613 41,985 - (395) (3,016) - (562) 54,625
instruments () '
Total noncurrent financial
Jiabilities © 108,347 131,525 - (92,298) (17,960) - (449) 129,165
Bank payablescurrent portion } . )
of loans® 46,878 5,000 (46,878) 15,000 20,000
Bank payablescurrent portion } } .
amortised cost (500) 500 (57) (216) (273)
_Current account and accrued 154 B : 112) B B ) 42
interest expense
Total bank payables current
portion of loans® 46,533 5,000 (46,490) 14,943 (216) 19,770
Shareholder loan current } } ) . . ) )
portion of loans -
Bond loan current portion . - - - - - - -
Bond loan a_lmortlsed cost : : ) : : (81) (81)
current portion -
Bond loan accruedinterest 100 . ) ) ) ) 100
expense -
Derivative fl_nanmal instruments 894 ) . (894) ) 503 ) 503
current portion
Factoring payables 647 608 - (647) - - - 608
IFRS16) 2,190 - 1,187 (2,680) 2,104 - - 2,800
Payables to othelenders 900 - 245 (1,090) 913 - - 968
Total other current financial
liabilities and derivative financial 4,630 708 1,432 (5,310) 3,017 593 (81) 4,988
instruments®) '
Total current financial liabilities 51162 5,708 - (51,800) 17,960 593 (297) 24,758

(*) The amounts abecember 31, 2020 have been restated to include the effects recognised in the PPA.

In relation to the hierarchical positioning of the fair value of the derivative instruments in place (IRS,
currencies and commodities) those described above are classifiddvel 2. There were no transfers

between Level 1 and Level 2 during the year.
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CURRENT FINANCIAL PAYABLES FOR LHEASHG
The amount concerns the current financial payable for future charges from the existing lease contracts,

recognised in applation of IFRS 16. For further information, reference should be made to Note 35.

Note 20: Trade payables

At December 31, 2021, trade payables were broken down as follows:

(Euro.000) Dec 3121 Dec 31, 2C
Trade payables 80,739 72,095
Trade payables to holding company 13 108
Trade payables 80,752 72,203

The table below summarises the financial liabilities maturity of the Group on the basis of the contractual
payments not discounted.

(Euro.000)

Trade payables Curreni <30day 30-60 day: > 61 day Total
December 31, 2021

Trade payables 66,882 9,447 1,61F 2,79¢ 80,73¢

December 31, 2020
Trade payables 63,60¢ 6,33¢ 98¢ 1,16¢ 72,09t

TRADE PAYABLES
These include payables in foreign currency and are therefore stated in the financial statements and in the

above table net of the relative unrealised exchange differences, equating to exchange gains of Euro 110

thousand.

Note 21: Other current liabilities

A breakdown follows:

(Euro.000) Dec 31, 2C Dec 31, 2C
Other payables 2,386 1,760
Customer advances 951 831

Current remuneration payables 2,303 2,319
Deferred remuneration payables 4,410 3,589
Payables to social security institutions 3,330 3,054
Retention fund, MBO and PDR 3,905 2,263
Accrued expenses 1,352 990

Substitute tax payables 3,728 3,018
VAT payables 798 816

Other current liabilities 23,162 18,638
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OTHER PAYABLES
These principally includes the employee portions (canteen contribution, trade union contributions etc.) for

subsequent payment to various entities and institutes.

CURRENT REMUNERATION PAYABLES
Current remuneration payables principally include employegaptes for December 2021 salaries, paid in

January 2022.

DEFERRED REMUNERATION PAYABLES
Deferred remuneration refers to holidays and leave matured but not taken, including the relative

contributions.

RESULT BONUSES

The account relates to the estimate 2920 bonuses, to be paid in 2022.

SUBSTITUTE TAX PAYABLES

The account concerns payables for tax withholdings on salaries and wages and payables for withholdings
overseas on royalties invoiced by the Parent Company to productive subsidiaries againsetoé
technicatproductive and nofpatented knowhow, in addition to those of the SIT trademark, all held by

the Parent Company.

Note 22: Financial liabilities for Warrants

{Le {PLIP! ® KI & Aada&dzsSR pXopnznnn 2FNN)yida FRYAOGGSR
LGFEAlI® ¢KS 21 NNXyida Yre 65 SESNDAaAaSR FNRY (GKS Y
AyadNHzySyGda G2 GNYRAy3I 825/ NEKSF NRLYa | RVABRIA2VER I @0 |
O2yRAGAZ2YyA aSlt 2dzi Ay GKS 2| NNbugpbrtsea@visiti€ SharecApyab ¢ KS
increase for a maximum total amount of Euro 153 thousand, to be executed through the issbig4880

ordinary SIT shares.

For accounting purposes, the warrants were recognised as financial liabilities in accordance with IAS 32
and initially recorded at theiFair Value on July 20, 20@¥Euro 15,515 thousand without any economic

impact.The account at December 31, 2021 amounted to Euro 8,748 thousand, representing the Fair Value
of the Warrants, calculated by assigning to each 4,604,367 Warrant issued and not yet exercised at the

reporting date the listing price at that date.

2021 Annual Financial Report
148



2021 Annual Financial Report
Notes to the financial statements

Financial liabilities recognised at December 31, 2021 were adjusted to fair value, recognising the
differential between the date of December 31, 2020 (Euro 0.2) and the price at the reporting date (Euro

0.2) to theincome statement under financial charges for Euro 8,978 thousand.

Note 23: Tax payables

The sum oEuro 3,267 thousand primarily relates to the direct taxes payable on income for the year, Euro
1,518 thousand of which is due to the participation of the Parent Company and the subsidiary Metersit
S.r.l. in the tax consolidation with the parent companyT&dhnologies S.p.A. (as consolidating entity), as

well as with SIT Immobiliare S.p.A., as consolidated entities.

COMMENTS ON THE MAIN ITEMS OF THE CONSOLIDATED INCON
STATEMENT

Note 24: Revenue from sales and services

Revenues from salesd services are comprised as follows:

(Euro.000) 2021 2020
Revenues from product sales 379,095 319,820
Revenues from services 1,426 911
Revenues from sales and services 380,521 320,731

Group Revenues from product sales by segment and region are broken down as follows:

(Euro.000) 2021 2020
Heating 301,382 251,782
Smart Gas Metering 58,049 68,949
Watermetering 21,089 -
Total revenues fronsales and services 380,521 320,731

The increase on the previous year in Watermetering division revenues refers exclusively to the company

JANZ Contagem e Gestéo de Fluidos, acquired at the end of FY 2020.

Group revenues by region were fadlows:

(Euro.000) 2021 2020
Italy 106,992 107,654
Foreign EU 167,497 128,827
Foreign NorEU 106,032 84,249
Total revenues from sales and services 380,521 320,731

Note 25: Raw materials, ancillaries, consumables and goods

The breakdown of the account in 2021 and 2020 was as follows:
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(Euro.000) 2021 2020
Purchases of ancillary materials 7,105 3,696
Purchases of raw materials, sefimished & packaging 172,769 144,681
Finished products purchases 23,290 19,716
Purchases of consumable materials 182 93
Purchases of goods 412 212
Maintenance and repair materials 2,748 2,316
Other purchases 2,757 2,201
Duties on purchases 1,422 781
Raw materials, ancillaries, consumables and goods 210,685 173,696
Changes in inventories of raw materials, ancillaries, consumables and goods (4,796) (4,761)
Change in inventories of finished & sefimished products and goods (6,490) 1,985
Change in inventories (11,286) (2,777)
Total cost of raw materials, ancillaries, consumables and goods 199,399 170,919

Raw material and consumable costs, including changes in inventories, amounted to Euro 199,399
thousand, accounting for 52.4% of revenues, reducng2020 (53.3%), supported by increased sales

volumes on the previous year (which was also shaped by the temporary shutdown of production during

the lockdown).

Note 26: Service costs

The composition of the account is as follows:

(Euro.000) 2021 2020
Rent, hire and leases 426 598
Outsourcing 9,773 8,137
Transport 10,351 6,336
Commissions 323 413
Legal, administrative and other 6,519 5,027
Insurance 1,054 868
Management services 676 924
Maintenance & repair expenses 4,076 3,514
Utilities 5,464 5,179
Personnel expense 2,190 1,262
Cleaning andecurity 1,524 1,205
Advertising, marketing, and sponsorship 490 577
Directors, statutory & independent auditor fees 2,396 2,005
Travel and accommodation 705 351
Bank charges & commissions 782 644
Other services 1,437 926
Listing charges 238 232
Service costs 48,424 38,198

OUTSOURCING

Outsourcing costs increased Euro 1,636 thousand on the previous year; the increase is mainly due to the

contraction in production activities in the first half of 2020 as a result of the GO8/fandemic.
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TRANSPORT

Transport costs increased by Euro 4,015 thousand compared to the previous year due teckapply
management, focused on obtaining raw materials and components rather than optimising costs related
to incoming goods flows. It should be recalled that in fmst half of the previous year the Group's

operations featured a contraction in output volumes during the C@\@pandemic.

LEGAL, ADMINISTRATIVE AND OTHER
Consultancy costs, amounting to Euro 6,519 thousand, rose by Euro 1,492 thousand on the gearious

due to increased use of technical and product consultancy.

PERSONNEL EXPENSE

The increase in personnel expense of Euro 928 thousand on the previous year relates to the resumption
of production activities post the COVID pandemic. The Group had &aksteps to improve flexibility,
reducing the use of temporary work during the lockdown period and training and hiring activities, while

also limiting the use of the canteen service due to the significant uptake of remote working by employees.

OTHER SERMES
The account increased on the previous year by Euro 511 thousand, due to the reduction in customs duties

on sales for Euro 382 thousand.

Note 27: Personnel expense

Personnel expenses are shown below:

(Euro.000)

Personnel expense 2021 2020
Wages and salaries 56,106 46,095
Social security charges 13,474 11,152
Temporary personnel 7,965 5,505
Postemployment benefits 2,919 2,737
Other costs 1,526 1,092
Personnel expense 81,990 66,581

The average number of personnel in 2021 and 2020 was as follows:

Employees 2021 2020
Executives 39 36
White-collar 557 455
Bluecollar 1,892 1,641
Temporary 286 193
Total employees 2,774 2,325
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WAGES AND SALARIES
The increase in the cost of wages and salaries of Euro 10,011 thousand compared to the previous year is

attributable for Euro 4,065 thousand to thextension of the Group scope with the inclusion of the

subsidiary Janz. It is recalled that in @@2e Group requested and obtained benefits and support for the

workforce in view of the Covid 19 pandemic during the lockdown, in addition to the incre&iisation

of the provisions in place for deferred remuneration.

TEMPORARY PERSONNEL

The increase in the cost of temporary personnel was Euro 2,460 thousand, rising on the previous year due

to the recovery of production activities after the lockdown pekiavhich mainly affected the first half of

2020.

Note 28: Depreciation, amortisation and writ®wns

The breakdown is as follows:

(Euro.000) 2021 2020
Amortisation of intangible assets 8,787 7,217
Depreciation of property, plant and equipment 14,239 14,265
Depreciation of operating lease IFRS 16 2,874 1,989
Total depreciation and amortisation 25,900 23,471
Write-down of current receivables 12 a7
Write-downs of tangible fixed assets 985 509
Write-down of intangible assets - 25
Total write-downs 997 581

26,897 24,052

Depreciation, amortisation and writedowns

For further details on depreciation and amortisation, reference should be made to the notes to intangible

assets and property, plant and equipment.

Note 29: Provisions

The breakdown is as follows:

(Euro.000) 2021 2020
Provision for disputes 397 871
Provisions for return risks 208 76
Others 55 4
Uses/releases provisions (743) (136)
Provisions for risks (83) 815

In 2021, provisions totalled Euro 660 thousand and were stated net of utilisations and releases of Euro

743 thousand. The mairthanges in the year refer to:
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A Euro 308 thousand of provisions for future charges which the subsidiary Metersit S.r.I. may incur

for the dismantling of the batteries inserted in meters;

A Euro 209 thousand relating to allocations to the product warranty provision for the application of
an updated valuation percentage and analysis of returns due to defects, of which Euro 161
thousand relating to the subsidiary Metersit S.r.l. and Euro 48 thousand relating to the parent

company;

A Euro 73 thousand of provisions for probable Parent Company viglich cannot be accurately
predicted, chiefly concerning product quality in the face of reimbursement requests from a
number of clients, of which Euro 43 thousand regarding the Parent Company and Euro 30

thousand concerning the subsidiary Metersit S.r.l.
The decrease includes Euro 561 thousand of releases from provision for risks and charges of the parent

company due to the lapse of obligations to clients for potential contractual compensation.

Note 30: Other charges (income)

The account is broken dovas follows:

(Euro.000)

Other charges (income) 2021 2020
Misc. recoveries 956 323
Prior year income 141 124
Gains on fixed assets 199 177
Utilisation of provisions - -
Grants 886 492
Other revenues 27 4
Other income 2,209 1,120
Misc. taxes &on-deductible costs 396 363
Losses on fixed assets 63 11
Associations 247 190
Prior year charges 79 206
Losses on receivables 19 3
IMU Property tax 208 217
Misc. reimbursements 6 75
Other charges 755 604
Other charges 1,773 1,670
Other charges (income) (436) 550

GRANTS

In 2021, this item increased Euro 394 thousand. This increase refers to the tax credit for research,
development and technological innovation activities for the year 2021 as provided for by Budget Law 2020

No. 160/2019.
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MISC. RECOVERIES

Miscellaneous recaries increased by Euro 633 thousand compared to the previous year. The item

includes Euro 628 thousand of extra costsmeniced to the main customers by the Dutch subsidiary.

Note 31: Financial income

In 2021, this amounted to Euro 395 thousand and twad&ken down as follows:

(Euro.000) 2021 2020
Interest income on bank accounts 2 37
Other interest income 163 185
Profits on derivative financiahstruments 229 90
Adjustment to fair value of financial liabilities - 522
Financial income 395 835

PROFITS ON DERIVATIVE FINANCIAL INSTRUMENTS

The amount relates to the mark to market of the derivative contracts on foreign currencies, which do not

O2YLX & ¢gA0GK GKS O2YLI yeQa

ADJUSTMENT TO FAIR VALUE OF FINANCIAL LIABILITIES

FT2N)YI €

KSRIAY3A LRtAOED

The amount concerns the adjustment to the Fairudabf the 4,604,367 SIT Warrants in place and not

exercised at December 31, 2021; at December 31, 2020 the SIT Warrants reported a gain of Euro 522

thousand; the Fair Value was established utilising level 1 of the fair value hierarchy as the Warrants are

listed on an active market. For further information, reference should be made to Note 32.

Note 32: Financial charges

Financial charges consist of:

(Euro.000)

Financial charges 2021 2020
Financial charges on hedging contract differences 1,095 670
Interest and other bank charges 2,578 2,642
Interest charges to third parties 114 214
Interest on bond loans 577 -
Fair value of financial instruments 9,211 225
Financial charges for operating leas¢ERS 16 499 188
Financial charges 14,074 3,939

FINANCIAL CHARGES ON HEDGING CONTRACTS

The item also includes Euro 958 thousand related to the settlement of the IRS derivatives in place on the

loan (Senior Facility Agreemenf 2017) which, in the first half of 2021 were considered as hedging
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derivatives and, as such, recorded as a cash filedge reserve. As previously described, the loan
agreement (Senior Facility Agreement of 2017) was settled in August 2021. The item also includes Euro

137 thousand regarding the new SFA 2021 loan agreement.

INTEREST AND OTHER BANK CHARGES

The amount oEuro 2,578 thousand includes the effects accruing in the year from the settlement of the
2017 Senior Facility Agreement, of which Euro 695 thousand is the amortised cost portion and Euro 1,136
thousand the interest portion. In addition, the item includd® tamortized cost and interest portion of

the new loan known as Senior Facility Agreement 2021 amounting to Euro 89 thousand and Euro 354

thousand respectively.

INTEREST ON BOND LOANS

The amount of Euro 577 thousand entirely concerns the interest charggsiing in the period on the

02YyR f2Fy &A3dYySR Ay al @& HAHMOD C2NJ FdzNI KSNJ Ay T2 NXYI
and to Note 14

FAIR VALUE OF DERIVATIVE FINANCIAL INSTRUMENTS

The amount of Euro 9,211 thousand includes Euro 8,978stnmdl relating to the adjustment to the fair

value of the SIT warrants in place and not exercised at December 31, 2021, the fair value of the warrants
was established utilising level 1 of the hierarchy as they are listed on an active market. In 2020, the Sl

2 NN} yia NBadzZ SR Ay FTAYFYOALt AyO02YSs a4 AYRAOL
FTAYFYOALE fAFOAfAGASEE ®

FINANCIAL CHARGES ON OPERATING;LERSHS
These are financial charges due to the discounting of liabilities rglatirrights of use of assets on

operating lease, as defined in IFRS 16. For further information, reference should be made to Note 35.

Note 33: Net exchange gains (losses)

Net exchange losses of Euro 1,024 thousand are comprised as follows:

(Euro.000) 2021 2020
Realised exchange gains 6,745 11,534
Realised exchange losses (6,215) (11,958)
Unrealised exchange gains 1,710 1,104
Unrealised exchange losses (1,217) (1,201)
Net exchange gains and losses 1,024 (521)
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Unrealised exchange gains refer to the positive differences on the conversion of the receivables and
payables in foreign currencies at the yeard exchange rates. Unrealised exchange losses refer to the
negative differences on the conversion of the receivables and payables in foreign currencies at the year

end exchange rates.

Note 34: Income taxes

The breakdown of Income taxes in 2021 and 2020 was as follows:

(Euro.000) 2021 2020
Current income taxes 7,867 5,171
Deferred tax charges (2,117) (1,757)
Deferred tax income (2,882) 228
Income from tax consolidation (117) (738)
Taxes from previous year (550) (170)
Other 1,261 31
Income taxes 3,462 2,766

Income taxes, which rose on the previowear, was primarily affected by the Group's higher assessable
income due to the increase in revenues and the expansion of the Group's scope of consolidation to include

the subsidiary Janz.

The account also includes the contribution of the parent compahiguro 1.7 million, as a result of the
agreement reached with the Tax Agency on the calculation of the economic contribution of intangible
assets (optional Patent Box system). This benefit is reflected for Euro 2,667 thousand as higher deferred
tax assetdor losses to be recovered relating to the years covered by the agreement (ZD), for

Euro 447 thousand under the item Prior year taxes, as lower IRAP and for Euro 1,448 thousand, under the

item Other, as a lower receivable to be recovered for hitlllings paid overseas.

It is recalled that in the previous year, the Italian companies benefitted from the tax break under Article
24 of Legislative Decree 34/202&elaunch Decreewhich permitted the cancellation of the 2019 IRAP

balance and the inial 2020 IRAP payment on account as economic support in view of the Coronavirus.

The IRES and IRAP rates applied by the company on estimated assessable income in the year are

respectively 24% and 3.9%, for current taxes and for the calculation of défexes.

The movement in "Income from tax consolidation” refers primarily to the transfer of interest expense for

the year by the subsidiary SIT Metering Srl to the tax consolidation.
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Reconciliation effective tax charge 31/12/2021 31/12/2020
Adjustments for items not subject to taxation

Pretax profit 11,706 15,990
Theoretical IRES in Italy 24.0% (2,809) (3,838)
Tax effect nordeductible costs (2,864) (366)
Tax effect on higher deductible costs 1,091 1,347
Adjustments for prior period taxes 2,747 (6)
Other (683) 509
Difference the tax rate on foreign entities (561) (141)
IRAP (932) (653)
Prior year IRAP: 448 234
IRAP deferred tax charge 100 100
IRAP deferred tax income 1 46
Tax at effective rate (3,462) (2,766)
Effective tax rate 29.58% 17.30%

Note 35: Leasing contracts

The tables below summarise the effects on the Group financial statements at December 31, 2021

O2y OSNYyAy3 (KS OlofddalSiEA 20/a wehF ¢ DK 2 FawAaBKSIi & FNRBY 2 LX
required by IFRS @ eases. For the indication of the balarsheet accounts which include these assets,

reference should be made to Note 2.

Economic effects from assets consisting of the rigfhise (ROU) on the income statement for the period:

(Euro.000)

Economic effect from ROU assets 2021
Operating lease contract charges 3,160
Contracts classified as shaerm leases 5
Contracts classified as levalue assets 10
Total service costs 3,175
Land & buildings (1,414)
Industrial & commercial equipment (483)
Other tangible assets (978)
Total depreciation (2,875)

Income from suHeasing contracts -
Sales and leaseback transaction -
Total other charges/(income) -

Interest charges on financial liabilities (503)
Total financial charges (503)

Effects on the balance sheet from righftuse assets:
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(Euro.000) 31/12/2021
Net investments accounted as ROU as at 1.1.2021 15,512
Increases in the year 2,991
Depreciation and amortisation of the year (2,875)
Exch. diff. 65
Net investments from ROU assets at 31.12.2021 15,693
Payable for financial liabilities from ROU assets at 1.1.2021 15,607

2,991

Commitments in the year

Cash outflows (2,759)
79
Gross value of liabilities from ROU assets at 31.12.2021 15,919
Obligations for shorterm lease contracts 10
Obligations for lowvalue asset contracts 3
Total obligations forlease contracts with recognition to costs of payments due 13
Effects on future cash flows from rigbf-use assets:
(Euro.000) 31/12/2021
Within the year 2,807
Between 1 and 5 years 8,122
Over 5 years 4,990
Total liabilities deriving fromoperating lease contracts 15,919

Note 36: Earnings per share
The basic earnings per share is calculated by dividing the profit attributable to the ordinary shareholders

of the Parent Company by the average weighted number of ordinary sbatsgnding during the year.

The diluted earnings per share is calculated by dividing the profit attributable to the ordinary shareholders
of the Parent Company by the average weighted number of ordinary shares outstanding during the year

and the potential shares deriving from the egise of all convertible bonds.

Information is shown below for the calculation of the basic and diluted earnings per share:

Profit attributed to the ordinary shareholders of the Parer 31/12/2021 31/12/2020
Company
Profit attributed to theordinary shareholders of the Parel 8,243 13,225
Company
Dilution effect deriving from potential ordinary shares 8,978 (522)
Total profit/(loss) attributed to the ordinary shareholders o 17,221 12,703

the Parent Company
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(Euro.000)

Earnings per share 31/12/2021 31/12/2020

Weighted average number of ordinary shares, excluding treasury st 24,531,526 24,804,061
to calculate basic earnings per share

Dilution effects for Warrants 574,802.23 -

Dilution effects for Performance Shares - -

Weighted average number of ordinary shares due to dilution effect 25,106,329 24,804,061
Basic earnings per share 0.3360 0.5332
Diluted earnings per share 0.6859 0.5121

Note 37: Sharebased payments

At December 31, 2021, the company holds 729,447 treasury shares, of which 412,723 were acquired in
2021 in order to service the lortigrm incentive plan for employees and/or collaborators of the company
and/or subsidiary companie# order to incentivise achievement of the meditierm plan, as further

described in Note 12.

At the date of the present financial statements, a stogkion plan was in place which provides for
payments to identified parties, based on the value of tharstprice. The table below shows the economic

effects deriving from these instruments:

Costs deriving from sharbased payment transactions 2021 2020

Costs from equitsettled sharebased payment transactions 174
Costs from casBettled sharebased payment transactions

Total costs deriving from sharbased payment transactions 174

EQUITBETTLED SHABRESED PAYMENT TRANSACTIONS
On April29, H numx (KS {KINBK2fRSNEQ aSSiAy3 foldwing® FSR
characteristics:

A 2021-2025 Performance Shares Plan: provides for the identification and nomination by the Board
of Directors of executives and employees of the company and/or of the subsidiaries, with the

objective of:

0 better aligning the interets of management and the creation of shareholder value with a

view to medium to longerm sustainability;

0 strengthening the motivation of management to pursue objectives that are not only

profitable/businesselated but that also create value for shareheid;
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0 ensuring a high level of attraction and retention of key personnel, offering remuneration

packages in line with market practice.

The Plan has a mulgiear duration and is divided into 3 cycles ("rolling"), each of three years,

starting in January Z1, January 2022 and January 2023.

A 2021-2023 Restricted Shares Plan: provides for the identification and nomination by the Board of
5ANBOG2NAR 2F n SESOdziA@Sas FTNRY |lyz2y3a G(GKz2a$
objectives. Through the adopti of the plan, the Company seeks to ensure a high level of
retention of key personnel, offering remuneration packages in line with market practice, taking
into account in particular the combined incentive effect of the performance shares plan of which

the Beneficiaries are also recipient.

A 20212024 Advisory Board Share Remuneration Plan: to incentivise the Advisory Board to
undertake its consultative functions effectively through an incentive system linked to the
achievement of performance objectives o extended period. The Plan in addition furthers

the creation of shareholder value with a view to medium to lbeign sustainability.

On July 26, 2021, the Board of Directors identified by name the beneficiaries of the plans described above.
The followng table illustrates the number and average weighed exercise price (PMPE) of the options

during the year:

2021
2021-2025 Performance Shares Plan No. options e avg:ia::%e

Outstanding at January 1 142,560 7.26
Assigned during thgear - -
Cancelled during the year

Exercised during the year - -
Expired during the year -
Outstanding at December 31 142,560 7.26
Exercisable at December 31 -
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2021
2021-2023 Restricted Shares Plan No. options LS avg:i?:gée
Outstanding at January 1 56,944 7.26
Assigned during the year - -
Cancelled during the year - -
Exercised during the year - -
Expired during the year - -
Outstanding at December 31 56,944 7.26
Exercisable at December 31 - -

2021

2021- 2024 Advisory Board Plan No. options ~ \Veighted Ry
Outstanding at January 1 30,000 9.65

Assigned during the year - -
Cancelled during the year - -
Exercised during the year - -
Expired during the year - -
Outstanding at December 31 30,000 9.65
Exercisable at December 31 - -

The fair value of the options assigned is measured at the assignment date utilising the-Ghoitde
simulation model, taking into account the terms and conditions on which the optiere granted. The
model simulates the total return per share, taking into account historical dividends and expected
dividends, the volatility of the price of the shares of the Group and of its competitors in order to forecast

the yield of the shares.

The table below provides information utilised in the model for the plan adopted for the year December

31, 2021, and which remains valid for the current year:

2021-2025 Performance Shares Plan 2021
Assumptions for the measurement of the plan fair value

Weighted fair value at the measurement date 7.26
Dividend yield (%) 3.91
Interest free risk rate (%) (0.74)
Expected useful life of the options (in years) 2.6
2021-2023 Restricted Shares Plan 2021
Assumptions for the measurement of the plan fair value

Weighted fair value at the measurement date 7.26
Dividend yield (%) 3.91
Interest free risk rate (%) (0.74)
Expected useful life of the options (in years) 2.6
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2021- 2024 Advisory Board Plan

Assumptions for the measurement of the plan fair value 2021
Weighted fair value at the measurement date 9.65
Dividend yield (%) 3.91
Expected volatility (%) 31%
Interest free risk rate (%) (0.74)
Expected useful life of the options (in years) 2.6
Model adopted Monte - Carlo
Correlation with index 33%

The calculation of the expected volatility reflects gesumptions that the historical volatility is indicative
of future trends which may not coincide with the actual outcome.
The expected useful life of the options is based on historical data and is not necessarily indicative of

possible exercise profiles.

OTHER INFORMATION

Disclosure by operating segment

Income Statement

2021
(Euro.000) Heating Metering Eliminations Consolidated
Revenue from sales and services 304,066 79,337 (2,881) 380,521
Operating costs (282,957) (76,116) 2,881 (356,191)
EBIT 21,109 3,221 - 24,330

2020
(Euro.000) Heating Metering Eliminations Consolidated
Revenue from sales and services 254,729 69,028 (3,027) 320,731
Operating costs (240,903) (63,164) 2,952 (301,115)
EBIT 13,826 5,864 (75) 19,615

Balance Sheet

2021

(Euro.000) Heating Metering Eliminations Consolidated
Assets 392,786 98,691 (41,761) 449,715
Liabilities 276,855 60,926 (41,742) 296,039
{KFENBK2f RSNEQ 91ljdzA (@ 115,931 37,765 (19) 153,676
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2020

(Euro.000) Heating Metering Eliminations Consolidated
Assets 363,839 97,869 (29,876) 431,833
Liabilities 246,491 61,998 (29,876) 278,613
{ KFENBK2f RSNEQ 91jdzA (@ 117,348 35,872 - 153,220

Related party transactions
At its meeting of June 11, 2021, the Board of Directors of SIT approved the update to the related party

transactions policy, pursuant to Article 4 of the Consob Regulation containing provisions on related party
transactions, adopted by Consob with ResaolntiNo. 17221 of March 12, 2010 as most recently amended
with Consob Resolutions No. 21623 and 21624 of December 10, 2020, and published on the website
www.sitcorporate.it in theCorporate Governance/Governance Documeetgion. Reference should be

made® GKS B5ANBOGI2NEQ WSLRNI F2N FdzZNIKSNI AYyF2NXYEGA2
Transactions with holding companies and with subsidiaries of this latter

In addition to intercompany transactions, the principal transactions of SIT with related parties are those
undertaken with theholding company SIT Technologies S.p.A and its subsidiary SIT Immobiliare S.p.A.

whose balances at the reporting date are shown in the table below (in Euro thousands).

Financial Financial Financial Financial Other Other

Dec 3121 Revenues Costs . . .
income charges receivables payables receivables payables

SIT Immobiliare S.p.a. 14 - - - - - 14

Companies subject to the control o

the holding company 14 ) ) ) ) ) 14

SIT Technologies S.p.A. 25 - 4’8:? 5,915 2,036 345
. 4,86

Holding company 25 - 5,915 2,036 345

Transactions in 2020 are shown in the following table:

Financial  Financial Financial Financial Other Other
Dec 31, 20 Revenues Costs . . .
income charges receivables payables receivables payables
SIT Immobiliare S.p.a. 14 - - - - - 23
Companies subject to the control
. 14 - - - - - 23
of the holding company
SIT Technologies S.p.A. 24 - 24 - - 184 5,352
Holding company 24 - 24 - - 184 5,352
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SIT's operating revenues generated on transactions with SIT Immobiliare S.p.A. dedHBidlogies
S.p.A. refer to advice and counsel provided by the Company in financial, administrative, tax and

management control matters under a service agreement.

The financial charges in respect of the holding company SIT Technologies S.p.A. reeechémge in

the fair value of the SIT Warrants it holds.

The financial payables of Euro 5,915 thousand due to the holding company, SIT Technologies S.p.A.,
consist of the value of the SIT Warrants that the latter holds. The financial payables have loegn va

at fair value at December 31, 2021, as described in further detail in the relative notes.

SIT Immobiliare S.p.A., SIT Technologies S.p.A. and MeteRSit S.r.l. elected to participate in the national
tax consolidation procedure for 204821. The partie® this scheme, which is governed by Legislative
Decree No. 344 of December 12, 2003, and in particular by Articles 117 to 129 of the Consolidated
Income Tax Law, are SIT Immobiliare S.p.A. as the consolidating entity and the other companies as
consolidaed entities, as approved by their respective governing bodies. In 2020 the subsidiary SIT
Metering S.r.l. joined the National Tax Consolidation procedure for the #eae period 202022,

while in 2021 the newlncorporated company Technologies SAPA.8.S. S.S. also joined for the

three-year period 2022023, both as consolidated companies.

Finally, Wendicate that in tax year 2020, SIT Technologies S.p.A., as parent company, and SIT S.p.A., SIT
Immobiliare S.p.A. and Metersit S.r.l., as subsidiaries, adhered to the Group VAT settlement procedure
governed by Article 73, final paragraph, of Presidenbakcree 633/1972, as approved by their
respective governing bodies in 2019. From next year, as a subsidiary, the subsidiary SIT Metering Srl will

also join the Group VAT procedure.

At December 31, 2021, the receivable of the Company from the holding com@dh Technologies
S.p.A., amounted to Euro 2,036 thousand.

Related party transactions

The Group has signed two agreements, on the basis/to€h two Senior Executives have been
recognised (i) a oneff payment respectively of Euro 135,000 and of Euro 90,000 (made in January
2021) and (ii) the allocation of a retention indemnity of a similar amount to accrue and payable on

meeting certain coditions, applicable to similar agreements.
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As illustrated in the table below, we also report in 2021 the Group incurred costs for consultancy
totalling Euro 26 thousand with a company in which the Mxecutive Chairperson is a member of the
Board d Directors of SIT.

Financial Financial Financial Financial Other Other
Dec 3121 Revenues Costs . X .
income charges receivables payables receivables payables
Oaklins Arietti S.r.l - 26 - - - - - -
Transactions with other related parties - 26 - - - - - -

December 31, 2020

Financial Financial Financial Financial Other Other
Dec 31, 20 Revenues Costs . . .
income charges receivables payables receivables payables
Oaklins ltaly S.r.| - 392 - - - - - 392
Transactions with other relatec 392 ) ) ) ) ) 392

parties

Remuneration of Directors, Statutory Auditors and Independent
Audit Firm
The remuneration of the Board of Directors, Board of Statutory Auditors and the independent audit firm

for services provided to the Group in the year were as follows:

(Euro.000) 2021 2020
Director fees 1,098 962
Statutory auditor fees 163 149
Total 1,261 1,111

The Group paid to the audit firm and its relative network total fees of Euro 494 thousand as follows:

(Euro.000) 2021 2020
Fees received by Deloitte & Touche S.p.A. for audit services 277 268
Fees received by other Deloitte network companies for audit services for the ove 193 184
investees

Fees received by the Deloitte network for audit services 470 453
(Euro.000) 2021 2020
Fees received by Deloitte Bouche S.p.A. for verification services for the issue of 24 4
statement

Fees received by other Deloitte network companies for verification services for tt
issue of a statement

Fees received by Deloitte network companies fagrification services for the issue 24 4
of a statement

2021 Annual Financial Report
165



2021 Annual Financial Report
Notes to the financial statements

The offbalance sheet commitments of the Parent Company at December 31, 2021 were as follows.

(Euro.000) 2021 2020
Other unsecured guarantees 64,051 61,275
Secured guarantees - -
Totalguarantees 64,051 61,275

Other unsecured guarantees

Other unsecured guarantees issued by the Parent Company to third parties were as follows:

(Euro.000) 2021 2020
In the interest of subsidiaries 63,943 61,167
In own interest 108 108
Total other guarantees 64,051 61,275

With regards to unsecured guarantees issued in the interest of subsidiaries, these were entirely issued in
the interest of Metersit S.r.l., in favour of its client as part of Smart Gas Meter instaltatiders. They
concern for Euro 8,259 thousand-obligations with the subsidiary MeterSit S.r.l., while the remaining

amount concerns guarantees exclusive to the Parent Company.

Guarantees given on own account refer primarily to the surety guarantee gfantsecure the lease

agreement signed for the Rovigo property.

Secured guarantees

At the reporting date the company did not provide any secured guarantees.

Off-balance sheet transactions
SIT S.p.A. has undertaken with its clients, suppliers, workersambolr associations and other commercial

and financial partners a number of contractual agreements which establish various types of reciprocal
commitments of differing durations, whose effects are recognised to the balance sheet to the extent of
their conpliance with the accounting standards applied, particularly with regards with the accruals
principle, while future effects are obviously not recorded to the balance sheet where complying with that

established by the accounting standards.

The abovestated & NBESYSy ia YIé& SyGANBte o6S OflaairfTASR a L
FAYLFYOALE {(GNIyalOlAzyaéds O2yaAiARSNAy3I (GKS aiail S I yR
purposes and not to be considered exhaustive, we cite:-teng framework contracts with clients and

suppliers, agreements with clients for the joint development of new products, consignment stock
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contracts both for purchases and sales, agency and distribution contracts and outsourcing agreements for

assembly, storageodistical management and other services.

Financial risk management and financial instruments recognised at Fair Value
The Group is exposed to the following types of financial risks:

A Market risk: (i) currency risk deriving from operations and transactiorcsirrencies other than the
functional currency of the companies and of the Group; (ii) interest rateleégking from fluctuations
in market interest rates(iii) price risk deriving from changes in market prices of certain raw materials

utilised by the Group in its production processes;

A Credit risk, concerning commercial transactions with its customers;
A Liquidity risk, related to the availability of finaatresources and access to the credit market;
The SIT Group has implemented company foreign exchange risk, interest rate risk and liquidity risk

management policies approved by the Board of Directors.

The scope of these policies is to govern, within a etidramework, the management approach, the
objectives, the roles, the responsibilities and the operating limits of the financial risk management

activities.

In line with the policies set out, the Group has centralised in the parent company SIT S.p.A. the
management of the financial risks of the subsidiaries, coordinating the Group processes, operating

mechanisms and the relative organisational procedures.

Currency risk

The Group is exposed to the risk of fluctuation of exchange rates since it operatesritem@national
context in which transactions are undertaken in currencies other than the functional currencies of the
individual investees or the Group's functional currency. The Group's exposure to foreign exchange risk is
therefore a consequence of ttgeographical distribution of the markets in which it sells its products, the
location of its production facilities and the use of sources of procurement denominated in other

currencies.

During 2021, in line with its policies, the Company undertook finhmgeges principally against net
exposures in USD, AUD, GBP, CHF, and CNY.
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The currency hedging transactions at the reporting date and their fair values are shown in Notes 4 and 19.

Interest rate risk
The Group is exposed to the risk associated thighfluctuation of market interest rates, since it has assets

and liabilities that are sensitive to changes in market interest rates.

SIT management regularly assesses the exposure to interest rate risk and manages these risks also through
the use of derivative financial instruments, in compliance with the company policies. Such policies identify

the financial instruments that may be wsand do not permit speculative activity of any sort.

Despite the existence of these policies and compliance with interest rate risk management practices and
procedures, abrupt fluctuations in market rates could nonetheless have an adverse impact antpsG

business, financial performance, financial position, operating results and outlook.

At the reporting date, the Group has only one variable rate loan for a nominal capital amount of Euro 90
million. This loan provides for a variable interest rateexed to the Euribor at 6 months. The loan is

hedged by interest rate swaps totalling Euro 72 million, or 80.0% of the underlying value.

The details and fair values of the hedging transactions outstanding as at the reporting date are presented

in Notes 14 ad 19 respectively for the neourrent and current portions.

Risk of raw material price fluctuations

The SIT Group's production costs are influenced by the prices of various raw materials, such as copper and
aluminium, through both the direct purchasetbe materials in question and the effect of fluctuations of

the cost of purchasing such materials on the cost of purchasing components anfirssheid goods that

contain significant amounts of the materials concerned.

In order to mitigate these riskshé SIT Group constantly monitors the availability of raw materials on the
market and the trends in the price of such materials, with the aim of promptly identifying any shortages
and taking the resultant action appropriate to ensuring the needed produaigacity and keeping its
production costs competitive. The Group also enters into agreements hedging against the risk of

fluctuations of raw materials prices, where deemed appropriate in the light of projections.
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From the second half of 2020 and thetiem 2021 there was a significant increase in the market prices of

certain raw materials and components used by the Group, particularly coplpenjnium steel, plastics

and certain electronic components. The magnitude of market price fluctuations has led the Company to

take further action to mitigate this risk. This action included the search for alternative suppliers, technical

approval for alternative components andelmonitoring of supply markets, including by the foreign

subsidiaries located in China and Mexico. In order to reduce purchase cost volatility, the Group therefore

implemented procurement policies designed to meet requirements at the best conditionsbfmasid

guarantee regular supply. It should also be noted that contracts with certain suppliers contain price

adjustment clauses every six months and therefore the aforementioned market trend will have effects on

purchase costs for the following year.

Financial instruments recognised at Fair Value

IFRS 13 defines the following three hierarchical fair value levels to which reference should be made for

the measurement of financial instruments recorded in the balance sheet:
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With regards to the financial instruments recognised tofihancial statements at Fair Value at December

31, 2021, the following table outlines the type of instrument, its value at the reporting date and the fair

value hierarchy utilised:

Transaction type Value at Valuation Level 1 Level 2 Level 3
Dec 3121 criterion

SIT Warrants (8,748) Fair value  (8,748)

Interest Rate Swap (71) Fair value (71)

Forex Forward (173) Fair value (173)

Commodity Swaps - Fair value -

In 2021, there were no transfers between tharious levels of fair values indicated in IFRS 13.

A similar table is reported for financial instruments recognised to the financial statements at fair value at

December 31, 2020:
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(Euro.000)
Transaction type Value at Valuation Level 1 Level 2 Level 3
31.12.2020 criterion
SIT Warrants 1,045 Fair value 1,045
Interest Rate Swap (958) Fair value (958)
Forex Forward (170) Fair value (170)

C2NJ FdzZNIKSNJ RSGIFIAf & 2y ARSYGATFASR NR&Al1&X NBFSNByO

Market and competition lawLaw No. 124 of August 4, 2017, paragraph 125
In accordance with the disclosure obligation as per paragraph 125 of Article 1 of Law 124/2017, replaced
by Article 35 of Leg. Decree 34/2019, the grants and subventions received from the public sector are

presented below

(Euro.000)
Grants recered

Entity in accordance with as

Law 124/2017 Sec. 12!
Fondimpresa Rome 26 Reimbursement of quota of fondimpresa training plan code 296923
Fondimpresa Rome 58 Reimbursement of quota of fondimpresa training plan code 301791
Fondirigenti- Rome 15 Reimbursement of quota of fondirigenti training plan code FDIR 25921
Fondirigenti- Rome 10 Reimbursement of quota of fondirigenti training plan code FDIR28027
Total 109

Subsequent events after yeand
For information on events after thhB LI2 NI Ay 3 RFGSSE NBFSNI G2 GKS LI NI 3

SYR 2F G(KS 8SFNIFYR 2LINFGAYyI LISNF2N¥VIyOSe 2F (KS
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Padua, March 22, 2022

The Chairperson of the Board of Directors

6aN¥» CSRSNAO2 RSQ {GSTl
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Consolidated financial statements at December 31, 2021
Declaration on the consolidated financial statements as per Articter8df Consob Re¢jo.11971

Declaration on the Consolidated Financial Statements pursuant to Artider 81 Consob

Regulation No. 11971 of May 14, 1999 and subsequent amendments and supplements

¢ KS dzy RSNEA3IYSR CSRS N# Olef Bx&@ive{Offi&T ang Ratil Fégélih, ExédUtive Officer for Financial
Reporting, of Sit S.p.A., declare, and also in consideration of Articlbid5daragraphs 3 and 4 of Legislative Decree No. 58 of
February 24, 1998:

A The adequacgonsidering the company’s characteristics and

A The application of the administrative and accounting procedures for the compilation of the consolidated financial

statements for the period JanuarpDecember 2021.

In addition, we declare that the consolidatéidancial statements:

A corresponds to the underlying accounting documents and records;

A were prepared in accordance with International Financial Reporting Standards adopted by the European Union through
Regulation (EC) No. 1606/2002 of the European Parliament and the Council of July 19, 2002 and also in accordance with
Article 9 of LegislatesDecree 38/2005 and provide a true and fair representation of the balance sheet, financial position
and results of the company and of the consolidated companies;

A GKS 5ANBOG2NAEQ wSLRNI AyOfdzRRSa | NBf Al Dwelbas the/ditdatoot & 2 y
the issuer and of the companies included in the consolidation, together with a description of the principal risks and

uncertainties to which they are exposed.

Padua, March 22, 2022

The Chief Executive Officer The Executive fiicer for Financial Reporting

CSRSNARO2 RSQ {0GSTFlIyaA Paul Fogolin
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u Deinitte & Touche 508
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www_deloitte it

INDEPENDENT AUDITOR’S REFORT
PURSUANT TO ARTICLE 14 OF LEGISLATIVE DECREE No. 39 OF JANUARY 27, 2010
AND ARTICLE 10 OF THE EU REGULATION 537/2014

To the Shareholders of
SITS.p A

REPORT OMN THE AUDIT OF THE CONSOLUIDATED FINAMCIAL STATEMEMNTS
Orpinion

We have audited the consolidated financial statements of SIT S.p. A (the “Company™) and its subsidiaries
[{the Group), which comprise the statement of financial position as at December 31, 2021, the statement
of profit and loss, the statement of comprehensive income, the statement of changes in eguity and the
statement of cash flows for the year then ended, and notes to the conselidated financial statements,
including a summary of significant accounting policies.

In gur opinion, the accompanying consalidated financial statements give a true and fair view of the
consolidated financial position of the Group as at December 31, 2021, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting 5tandards as adopted by the European Union and the requirements of national
regulations issued pursuant to art. 9 of kalian 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 Avditor's Responsibilities for the Audit
of the Consolidated Financial S5tatements section of our report. We are independent of 5IT 5.p_A. in
accordance with the ethical requirements applicable under ltalian law to the audit of the finanda
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 judgment, were of mast significance in our
audit of the consolidated financial statements of the current peried. These matters were addressed in

the context of our audit of the consolidated financial statements as a whole, and in forming cur opinion
thereon, and we do not provide a separate opinion on these matters.
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Impairment test of goodwill relating to Heating, Smart Gas Metering and Smart Water Metering CGUs

Description of the key  The consolidated financial statements as at December 31, 2021 include a

audit matter goodwill amounted to Euro 87,9 million allocated to the Heating Cash
Generating Wnit for Euro 62,1 million, to the Smart Gas Metering Cash
Generating Unit for Euro 17,2 million and to the Smart Water Metering Cash
Generating Unit for Euro 8,6 million. Goodwill, as provided by "1AS 36
Impairment of assets", is not amortized, but is subjected to the impairment
test at least annually by comparing the recoverable value of the CGUs -
determined according to the value in use method - and the carrying amount,
wihich takes into account both goodwill and other tangible and intangible
assets allocated to the CGUs.

The impairment tests were approved by the Board of Directors on March 22,
2022,

The Directors evaluation process is complex and it is based on assumptions
regarding, amang other things, the expected cash flows from the CGUs and
the determination of appropriate discount rates (WACC) and long-term
growth rate (g-rate). These assumptions are influsnced by future
expectations and market conditions.

As a result of the impairment tests no impairment losses were recognized.

The Directors have also prepared sensitivity analysis as described in the
explanatory notes.

In consideration of the relevance of the amount of goodwill, the subjectivity
of the estimates relating to the determination of the expected cash flows
attributable to the CG5Us and of the key variables of the impairment model,
wie have considered the impairment test of goodwill allocated to the
aforementioned CGUs a key audit matter of the Group's financial
statements.

The note 1 of the exaplanatory notes shows the disclosure on goodwill and
on the impairment test.

Audit procedures As part of our audit we have, among other things, carried out the following
performed procedures, also with the support of experts of the Deloitte network:
* understanding of the main controls put in place by the Directors on the
process of carrying out the impairment tests;
*  examination of the methods used by the Directors to determine the
walue in use of the Heating, Smart Gas Metering and Smart Water
Metering CGUs, analyzing the methods and assumptions used for the
development of the impairment tests;
*  analysis of the reasonablensss of the main assumptions adopted for the
formulation of the expected cash flows also through analysis of sector
data and obtaining information from the Management;
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®*  analysis of actual data with respect to the original plans to assess the
nature of the deviations and the reliability of the plan preparation
process;

*  asseszment of the reasonzbleness of discount rates (WACC) and long-
term growth rate [g-rate);

* verification of the mathematical accuracy of the models used to
determine the value in use of the CGUs;

*  vyerification of the comect determination of the carrying amount of the
CGUs;

®  verification of the sensitivity analysis prepared by the Directors;

®  analysis of the adeguacy and compliance of the disclosure provided in
the conselidated financial statements on the impairment tests with
respect to the provisions of |AS 36.

Responsibilities of the Directors and the Board of Statutory Auditors for the Consolidated Fimancial
Statements

The Directors are responsible for the preparation of consolidated financial statements that give a true
and fair view in accordance with International Fimancial Reporting Standards as adepted by the European
Unizn and the requirements of national regulations issued pursuant to art. 9 of Italian Legislative Decree
no. 3805 and, within the terms established by law, for such internal contral as the Directors determine
is necessary to enable the preparation of conselidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Directors are responsible for assessing the
Group’s ability to continue as a going concem, disclosing, as applicable, matters related to going concern
and using the going concemn basis of accounting unless they have identified the existence of the
conditions for the liguidation of the Company or the termination of the business or have no realistic
altermatives to such choices.

The Board of Statutory Auditors is responsible for overseeing, within the terms established by law, the
Group's financial reporting process.

Auditor's Responsibilities for the Audit of the Conseclidated Financial Statements

Cur objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whale are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our cpinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with Internaticnal Standards on Auditing (I15A Ialia) 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
influgnce the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with International Standards on Auditing [ISA Italia), we sxercise
professional judgment and maintain professional skepticism throughout the audit. We also:
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* |dentify 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
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting @ material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may invalve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal contral.

*  (Obtain an understanding of internal contrel 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 contral.

®* 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 management's use of the geing concern basis of accounting and,
baszed on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to madify our opinion. Jur conclusions are based on the audit evidence obtained up to
the date of our auditor's repert. However, future events or conditions may cause the Group to cease
to continue as a going concem.

®* Evaluate the overall presentation, structure and content of the conselidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in 3 manner that achieves fair presentation.

* (Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

‘We communicate with those charged with governance, identified at an appropriate level as required by
154 lealia, 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 relevant
ethical requirements regarding independence applicable in Italy, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on cur 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 peried and
are therefore the key audit matters. We describe these matters in our auditors' report.
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Other informiation communicated pursuant to art. 10 of the EU Regulation 537/2014

The Shareholders" Mesting of 5IT 5.p.A. has appointed us on April 26, 2018 as auditors of the Company
for the years from December 31, 2018 to December 31, 2026.

We declare that we have not provided prohibited non-audit services referred toin art. 5 (1) of EU
Regulation 537/2014 and that we have remained independent of the Company in conducting the audit.

‘We confirm that the opinion on the financial statements expressed in this report is consistent with the
additional report to the Board of Statutery Auditors, in its role of Audit Committee, referred toin art. 11
of the said Regulation.

REPORT OM OTHER LEGAL AND REGULATORY REQUIREMEMNTS
Opinion en the compliance with the provisions of the Delggated Regulation (EU) 2015/815

The Directors of SIT 5.p_A_ are responsible for the application of the provisions of the European
Commission Delegated Regulation [EU) 2019/815 with regard to the regulatory techmnical standards on
the specification of the single electronic reporting format [ESEF — European Single Electronic Format)
{hereinafter referred to as the “Delegated Regulation”) to the consolidated financial statements, to be
included in the annual financial report.

‘We have carried out the procedures set forth in the Auditing Standard (34 Italia) n. 7008 in order to
express an opinion on the compliance of the conselidated financial statements with the provisions of the
Delzgated Regulation.

In our opinion, the conselidated financial statements have been prepared in XHTML format and have
been marked up, in all material respects, in accordance with the provisions of the Delegated Regulation.

Opinion pursuant to art. 14 paragraph 2 [e) of Legislative Decree 39/10 and art. 123-bis, paragraph 4, of
Legislative Decree 58/38

The Directors of 3IT 5.p_A. are responsible for the preparation of the report on operations and the report
on corporate governance and the ownership structure of 51T Group as at December 31, 2021, including
their consistency with the related consolidated financial statements and their compliance with the law.

‘We have carried out the procedures set forth in the Auditing Standard (34 Italia) n. 7208 in order to
express an opinion on the consistency of the report on operations and some specific information
contained in the report on corporate governance and the ownership structure set forth in art. 123-bis,
n. 4 of Legislative Decree 58/98, with the consolidated financial statements of SIT Group as at December
31, 2021 and on their compliance with the law, as well as to make a statement about any material
misstatement.

In our opinion, the above-mentioned report on operations and some specdfic information contained in
the report on corporate governance and the cwnership structure are consistent with the consolidated
fimancial statements of 3IT Group as at December 31, 2021 and are prepared in accordance with the law.
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With reference to the statement referred to in art. 14, paragraph 2 (e}, of Legislative Decres 35/10,
made on the basis of the knowledge and understanding of the Group and of the related context acquired
during the audit, we have nothing to report.

Statement pursuant to art. 4 of the Consob Regulation for the implementation of Legislative Decree
30 December 2016, no. 54

The Directors of 5IT 5.p_A_ are responsible for the preparation of the non-finandal statement pursuant to
Legislative Decree 30 December 2016, no. 254,

‘We verified the approval by the Directors of the nen-financial statement.

Pursuant to art. 3, paragraph 10 of Legislative Decree 30 December 2016, no. 254, this statement is
subject of a separate attestation issued by us.

DELOITTE & TOUCHE 5.p-A.

Signed by

Cristiano Nacchi
Partner

Padowa, ltaly
April 7, 2022

This report has been tronsiated into the English longuaoge solely for convenience of international readers.
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