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Dear Shareholders,

2023 was a year of transition, whiblaspresented us with unexpected challengeiile offeringus new

beginnings and opportunities.

Challenges have emerged from the comm@baleconomic situation, particularly in théeating sector

In this business we have suffered some unpredictable phenomena that have slowed down demand.
Among thesdhere werethe uncertain regulation on the EPBD legislatiatso known as "greehomes'
legislation-, the cancellation of incentives and the impacts of inflation and interest rates which have
slowed down family investments. These elements caused a saturation of warehouses which made
destocking for all manufacturers longer than expected, both in Europetarah even greater extent, in

the United States. In this area, market trend was also affected by the contraction in the purchase of new

homes, which affected the demand for fireplaces, a product for which Sl€asler in the United States.
To face thiscenario of discontinuit)compared to previous years, we have implemented various actions.

First of all, the group has equipped itself withew, now more focused organizatiorsince March 2023,

the group's structure has #ted to three Business Units: Heating & Ventilation, Smart Gas Metering,
Water Metering. Ventilation joins the core business "Heating", in order to develop solutions capable of
improving the efficiency of gas, hybrid, biomethane and hydrogen heating appliasogs]las solutions

for ventilation and air quality in indoor spaces, integrated into the domestic ecosystem, guachntee

the control and monitoring of the comfort of the environments, maximizing energy efficiency. An
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evolution aimed at positioning SIT into new market segments and proactively responding to new customer

needs, while ensuring greater speed of response to the market.

For theMetering Division, 2023 was a year of satisfaction with a performance that exceeded expectations
and met important product goals in line with the timeline we had set ourselves. | am referring in
particular to the launch of the SmartlO ultrasonic residential water meter developed in joint venture with
GWF, our Swiss technological parthéhe meterwas presented at Enlit Europe andrépresentsour
contribution to the global problem ofmanaging effi@ntly water resources with the aim of reducing

network losses, optimizing water consumption and digitizing infrastructures.

In terms of development and new business initiatives, during the yeeB1T group entered intstrategic
partnershipswhich accelerated its entry intousiness segments complementaty the traditional ones.

These partnerships have allowed us greater speed of execution in bringing our excellence in measurement
technologies and R&D to markets that afer us,still in the startup phase, while in other cases they have
allowed us to seize opportunities linked to changes in the competitive and regulatemgréz. Below a

list of the maininitiatives implemented in 2023:

A A partnership was concluded wifPanasonic Industryor the launch of a nevian for residential
heat pumps which marked SIT's entry into this new markiie ventilator was jointly presented
at MCE ExpoComfort in March 2024.

A We started the compan${SIT MBT" in the cooker hoods markeiith the aim of promptly seizing
the opportunities that will emerge, starting from the beginning of 20&m the new European
legislation on energy labels for extractor hoods and extraction surfaces for kitchens.

A We havesigned a partnershighe Optoi group and its subsidiary Upsens to create business
synergies in the field odir quality solutions in particular in theCMV (Controlled Mechanical
Ventilation) segment, in which we plan to expand the range in next years.

A We participated in the "Hybitat" joint venture for the developmentari unprecedentedjreen
hydrogen generation and storage system for residential usesystem which is expected to
become the most efficient way to provide homes with ttlean energy necessary for heating,

ventilation and air conditioning.

Alongside these development initiativesy order to meet the challenges of 2023 mentionedbove
various cost containment and reduction operations, including structural ones, have been launched, with

the aim of redeveloping where necessary the base of our technical skills and making the orgaeization
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more flexible to respongoromptly to the new context.Thereorganization of the electronics production
footprint that we announced in November and which is progressing on schedule will allow us to make the

most of the new Tunisian plana shift that must be read in this context.

We started 2024 aware that some of the challenges that arose in 2023 will continue into this financial
year. We know we can count on tistrength of the groupwhich has already demonstrated that it can
activate strategic development levssand hashighly valuable knowhow. With the aim of growing, we

are determined to build, one brick at a time, our role as sustainable partners in the present and future

energy transition.

I therefore strongly confirm the commitmentmade by the entire group and in particular by the top

managemento generate satisfactionduring 2024 and for future year®r all stakeholders

The Chairman

Federico de' Stefani

2023 Annual Financial Report
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Mission
oOur commitment is t@reate smart solutions for climate control and consumption measurement for a

more sustainable world ®

Vision
¢t2 0SS NBO23IyA&aSR I &
yaze (KS 22dz2NySe&Hoé
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 leader in thearkets where it operates.

Our people are courageous and confident an

lead by example in every aspect of their day

to-day work

LEAN

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

Dwh'! t Qf

SUSTAINABILITY

A sustainable company for the stakeholders.
Sustainable products for the environment. 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

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

mistakes provide opportunities for growth

aL{{LhbzZ
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COMPOSITION OF THE CORPORATE BOARDS

Board of Directors

Federico de Stefani Chairman, Chief Executive Officer, Director in charge of the Internal Control and Risk
Management System (ICRMS)

Chiara de Stefani Directorandd / 2 NLI2 N} G S {dzadGlF Ayl oAt Ade 5ANBOG2NE
Franco Stevanaté Independent Director

Bettina Campedelti* Independent Directaandd [ S+ R LYRSLISYRSy i 5ANBOG 2 NE
Carlo Malacarne ** Independent Director

Lorenza Morandini ** Independent Director

GiorgioMartorelli ** Independent Director

Board of Stattory Auditorg

Matteo Tiezzi Chaiperson

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

IndependentAudit FirnDeloitte & Touche S.p.A.

Internal Control, Risks arlistainability Committee

Bettina Campedelli ** Chairperson
Lorenza Morandini ** Member
Giorgio Martorelli ** Member

Related Parties Committee

BettinaCampedelli ** Chairperson
Carlo Malacarne ** Member
Lorenza Morandini ** Member

Remuneration Committee

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

*¢KS . 2FNR 2F 5ANBOG2NE YR GKS . 2FNR 27F { {F (dzii 3KE3ahddenaiiii dfiise ustiStiheBppiovalldtie @RSl Azabunts KS  { KI NB K2 F
** Independent directors.
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GROUP STRUCTURE

HEATING & VENTIIATION DIVISION METERING DIVISION

SITSpA 100 SIT Metering S.r.l.
(1taly) (Italy)

k.

100 % 100 %
100% 100% Control
Sit Controls Tunisia " & r‘:.:)v JANZ-Contagem e Gestio
S.u.a.r.l. (Tunisia) de Fluidos, 5.A. (Portogallo)
D 100 % 24.9%
| 100% SIT Manufacturing £5,13% SIT Romania Srl :
(Suzhou) Co.Ltd (China)

(Romania) Metersit UK LTD Conthidra 5.L.
(Regno Unita) (Spagna)
o o| SIT Gas Controls Pty Ltd

5% SIT Controls Deutschland 95%
{Australia) GmbH (Germany)

I

%
SIT Contrals CR, sro 5%
{Czech Republic)
653 Plast Alfin 5. ar. I 5
[Tunisia)
%
SIT Argentina S.r.l.
(Argentina)
100% .
SIT Controls USA, Inc. SIT Manufacturing N.A. SA
» (usA) de CV [Mexico)
100% ¢
SIT Controls Canada, Inc. 2 o| SIT de Monterrey SA de
(Canada) = CV (Maxico)

- production Plant  [__J| Commercial Subsidiary Water Metering Business

2023 Annual Financial Report
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The SIT Group
The SIT Group develops and manufactures -pigltision 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 and systems 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 feature control 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 providing a range of industrial and support services to the
manufacturing and distribution companies. SIT has a number of production nwitsyed in
precise machining, fitting and assembly for the manufacturing of mechanical controls,
integrated systems, electric fans 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 of other Group companies td mestomers;

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

A SIT Controls CR s.r.o. (Czech Republic) is a sales agent for a number of Group companies;

A SIT Romania S.r(Romania), based in Brasov 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
Heating systems manufacturing facility, principally for the American and local markets. The
company mainly works with endustomers, using, for the American markéhe agency
services provided by SIT Controls U.S.A. Inc., while on the Australian and Asian markets using

local Group companies/distribution entities;

2023 AnnuaFinancial Report
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>\

SIT Controls U.S.A. Inc. (USA) is a sales agent for Group products on the US market;

>\

SIT Controls Canada Inc. (Canada) is-@geabt 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;

>\

SIT Manufacturing Suzhou Co. Ltd (China) is a manufacturer of mechanical controls, satisfying

local market demand both in terms of local customers and the local branches of European

manufacturers. The company distributes its own products and those oérotroup

companies on the local market;

A SIT (Argentina) S.r.l. manages the import of SIT products into the region.

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 thepspdrase,

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

The Group operates in the Metering division through the following companies:

A Sit Metering S.r.l., a holding company for the Metering division;

A Metersit S.r.l., located in Padua, is involved in the design, manufacturing and sale of new
generation remote gas meters;

A Metersit UK Ltd, a trading company with the goal of developing the UK smart gas metering
market;

A JANZ Contagem e Gestao de Fluidos, SA (Lisbon), a cortipatrgperatesin the residential
water meter sector through development, production and distribution activities, mainly on
the European market;

A Conthidra S.L. (Gines), Spain, distributes water meters produced byclJENAtagem e
Gestao de Fluidos, SA.

SIT exercises management andardination activities over the subsidiaries directly and indirectly held.

2023 AnnuaFinancial Report
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FINANCIAL HIGHLIGHTS

The following tables include adjusted data and performance indicators not expoefahed for by

IFRSthe definition and calculation of which are described in the following paragraph.

Euro.000

Financials 2023 % 2022 % change  change %
Revenues from contracts with customers 326,261 100.0% 393305 100.0% (67,044) (17.0%)
EBITDA 21,677 6.6% 38,209 9.7% (16,532) (43.3%)
EBIT (25,219) 7.7% 10,557 2.7% (35,776) (3389%)
Net profit/(loss) for the period (23388) -71.2% 11,213 2.9% (34,601) (3086%)
Cash flow from operations after investing activitie (14,923) (13145)

(Euro,000)

Balance Sheet 31/12/2023 31/12/2022 change  change %
Net Financial Position (153,691) (130,501) (23,190) 17.8%
Net trade working capital 79,859 73,752 6,107 8.3%
Net trade working capital/Revenues 24.5% 18.8%

2023 Annual Financial Report
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ALTERNATIVE PERFORMANCE MEASURES
(Euro,000)
Financials 2023 % 2022 % change change %
Revenues from contracts with customers 326,261 100.0% 393,305 100.0%  (67,044) (17.0%)
EBITDA 21,677 6.6% 38,209 9.7% (16,532) (43.3%)
EBITDA adjusted 28,971 8.9% 47,099 12.0% (18,128) (38.5%)
EBIT (25,219) -7.7% 10,557 2.7%  (35,776) (338.9%)
EBIT adjusted 77 0.0% 19,447 49%  (19,370)  (99.6%)
Financial charges 7,827 2.4% 4,760 1.2% 3,067 64.4%
Financial income 942 0.3% 9,263 2.4% (8,321) (89.8%)
Financial income adjusted 942 0.3% 515 0.1% 428 83.2%
Net financial (charges)/income adjusted (6,885) -2.1% (4,245) -1.1% (2,640) 62.2%
Result before taxes (EBT) (31,300) -9.6% 13,568 3.4%  (44,868)  (330.7%)
Resultbefore taxes adjusted (EBT) (6,004) -1.8% 13,710 3.5%  (19,714) (143.8%)
Net profit/(loss) for the period (23,388) -7.2% 11,213 2.9% (34,601) (308.6%)
Adjusted net profit for the period (349) -0.1% 10,898 2.8% (11,247) -103.2%
Cash flow fromoperations after investing activities (14,923) (13,145)
(Euro,000)
Balance Sheet 31/12/2023 31/12/2022 Delta Delta %
Net capital employed 296,814 295,998 816 0.3%
{KFENBK2ft RSNEQ 91jdza (@ 143,124 165,495 (22,371) -13.5%
Net FinanciaPosition 153,690 130,501 23,189 17.8%
Posizione finanziaria netta adjusted 140182 115596 24,586 21.3%
Capitale circolante netto commerciale 79,859 73,752 6,107 8.3%
Key performance indicators 31/12/2023 31/12/2022
ROIGY 9.8% 15.9%
Netfinancial position/Shareholders' equity 1.07 0.79
Net financial position/Adjusted EBITDA 5.30 2.77

ROIC is the ratio between Adjusted EBITDANgtdCapital Employed at ye&nd

2023 Annual Financial Report

17



5ANBOG2NRQ wSL

Composition of keglternative performance indicators
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 okexceptionalitems. It is considered 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.

The criteria used for the preparation tifem and a brief description of their composition, as well as the

reconciliation with the corresponding official data, are given below:

A EBITDA adjusted is the EBITDA (EBIT plus amortisation, depreciation ardowrigs net of
doubtful debt provisions) net afxceptionaltransactions or rather all those atypical, unusual or
transactions which do not repeat frequently in the normal course of business activities,
undertaken with related or third parties, which may have a significant impact on the financial

results of the Goup. The following table presents a reconciliation with the financial statements:

(Euro,000)

Reconciliation of EBITDA adjusted 2023 2022
EBIT (25,219) 10,557
Depreciation, amortisation and writdowns 47,090 27,771
Write-downs (194) (119)
EBITDA 21,677 38,209
Personnel costs 3,187 -
Sit Controls BV Reorganization Cost 2,715

Financial restructuring costs 786 -
Provisions for other risks - 310
Write-downs of working capital after owdf-court transactions 535 -
Provision for ouf-court settlement - 8,580
Other 71 -
Totalexceptionaloperating charges (income) 7,294 8,890
EBITDA adjusted 28,971 47,099

Personnel costs amounting to 3.187 thousand euros include transaction costs and incentives for
the consensual termination of employment with certain employees, including legal fees,

The Sit Controls BV Reorganization Cashounting to Euro 2.715 thousand, are related to the
reorganization of the Dutch company Sit Controls B,V, aim@dwanhsizing the local production
structure. The timing of the procedure will be defined according to local legislation while the
project as a whole is expected to be completed in the first half of Z0Rd cost is mainly related

to the costs that the group will have to bear for the exit of employees belonging to the production

area, as well as additiohancillary costs.

2023 AnnuaFinancial Report
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Financiakestructuring costsamounting to 786 thousand eurosefer to costs for consultancy to
support the renegotiation of debt with credit institutions in progress at the end of the year.
Regarding the itemWrite-downs of working capital after owdf-court transactionshis is the
write-down of components of trade receivables and inventory specific to the business subject to
the out-of-court settlement with a customer concluded in the last quarter of 2022.

For the year 2022, the item Provision for enftcourt settlement refers to the best estimate of
costs, including legal fees, following a dispute with a customer against the Mexican subsidiary, as
a manufacturing company, which ended in 2023.

The itemOther refers entirely to consultancy services provided to assess the feasibility of an

industrial and strategic project by the parent company SIT.

EBIT adjusted is defined as the operating result, ne¢xaeptionalincome and chargeslhe

reconciliation, with indication of thexceptionacharges and income, is presented in the following

table:

(Euro,000)

Reconciliation of EBIT adjusted 2023 2022
EBIT (25219) 10557
Personnel costs 3,187 -
Sit Controls BV Reorganization Cost 2,715

Financial restructuring costs 786 -
Provisions for other risks - 310
Write-downs of working capital after owdf-court transactions 535 -
Provision for ouf-court settlement - 8,580
Other 71 -
Asset writedowns 18,002 -
Total exceptionaloperating charges (income) 25,296 8,890
EBIT adjusted 77 19,447

Assetwrite-downsinclude Euro 17,000 thousand relating to the wsitewn of goodwill of the
Heating & Ventilation division as well as Euro 1,002 thousand mainly relating pattial write-
down of the building of the current headquarters of the Parent Company in consideration of the

upcoming transfer to the new headquartetseing finalized.

For a description of thether individual adjustment items, reference should be made to the

adjusted EBITDA reconciliation table.

2023 AnnuaFinancial Report
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A Adjusted net financial charges and income are financial changesf the fair value changes to

0KS 21 NN} yda AaadzsSR

RdzNA y 3 . ltiskdbild be2ndtedithattiea

Warrants were extinguished in July 20Zhe reconciliation is presented below:

(Euro,000)

Reconciliation of net financial (charges)/income adjusted 2023 2022
Financial charges (7,827) (4,760)
Financiakharges adjusted (7,827) (4,760)
Financial income 942 9,263
Changes on Warrants fair value - (8,748)
Adjusted financial income 942 515
Adjusted net financial (charges)/income (6,885) (4,245)

A Adjusted EBT the result beforexceptionakransactions. The reconciliation is presented below:

(Euro,000)

Reconciliation of EBT adjusted 2023 2022
Profit before taxes for the year (31,300) 13568
Personnel costs 3,187 -
Sit Controls BYReorganization Cost 2,715 -
Financial restructuring costs 786 -
Provisions for other risks - 310
Write-downs of working capital after owdf-court transactions 535 -
Provision for ouf-court settlement - 8,580
Other 71 -
Assetwrite-downs 18,002 -
Totalexceptionaloperating charges (income) 25,296 8,890
Changes on Warrants fair value - (8,748)
Adjusted Financial charges 0 (8,748)
EBTadjusted (6,004) 13,710

A Adjusted net profit ishe net profit for the period net ofexceptionatransactionsand the relative

fiscal effect. The reconciliation is presented below

(Euro,000)

Reconciliation of adjusted net profit 2023 2022
Net Profit of the year (23,388) 11,213
Personnetosts 2,310 -
Sit Controls BV Reorganization Cost 2,014 -
Financial restructuring costs 567 -
Provisions for other risks - 223
Write-downs of working capital after owdf-court transactions 374 -
Provision for oubf-court settlement - 8,210
Other 51 -
Asset writedowns 17,723 -
Totalexceptionaloperating charges (income) 23,039 8,434
Changes on Warrants fair value - (8,748)
Adjusted Financial charges 0 (8,748)
Net profit adjusted (349) 10,898
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For adescription 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 31/12/2023  31/12/2022
Goodwill 70,946 87,946
Other intangible assets 50,781 55,276
Property, plants and equipment 105270 106,103
Investments in other companies 657 630
Non-current financial assets 2,533 5,186
Fixed assets (A) 230,188 255141
Inventories 83,315 91,352
Trade receivables 63,458 63,800
Trade payables (66,915) (81,400)
Trade net working capital (B) 79,859 73752
Other currentassets 14,264 12,597
Tax receivables 3,752 2,281
Other current liabilities (20,768) (23113)
Tax payables (1,645) (1,205)
Other current assets, liabilities and taxes (C) (4,397) (9,441)
Net working capital (B + C) 75461 64,311
Deferred tax assets 18874 10,492
Provisions for risks and charges (10513) (13844)
Net liabilities for employee benefits (5,096) (5,093)
Other noncurrent liabilities (6) 4)
Deferred tax liabilities (12,094) (15,005)
Other noncurrent liabilities, assets and provisions (D) (8,835) (23,454)
Net capital employed (A + B + C + D) 296,814 295998

A The adjusted net financial position is calculateddegluctingthe finance lease payable arising
from application of IFRS 16 from the net financial debt calculated according to the indiaaitions
Consob Communication ESMA322-1138 of March 4, 2021 and without considering the

financial payable for Warrants, as this item will not result in a financial outlay.
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(Euro,000)

Composition net financial position 31/12/2023  31/12/2022
A. Cash 21 18
B. Cash equivalents 8,680 23,517
C. Other currenfinancial assets 6,630 6,269

D. Cash and cash equivalents (A) + (B) + (C) 15,330 29,804
E. Current financial debt (including debt instruments but excluding the curre

portion of noncurrent financial debt) 26,836 8,196
F. Current portion of theon-current debt 32,567 20,589

G. Current financial debt (E + F) 59,405 28,785

H. Net current financial debt (GD) 44,074 (1,020)
I. Norrcurrent financial debt 70,011 92,001
J. Debt instruments 39,605 39,520
K. Trade payables and otheon-current payables - -
L. Norcurrent financial debt (I + J + K) 109616 131,521

M. Net Financial Position (H + L) 153690 130501

IFRS 16 Leases (13509) (14,905)

Net financial position adjusted 140181 115596

AQ wSL

As required by the aboveommunication, the Group reports net liabilities for employee defined benefits

of Euro 5,093 thousand (Note 16) and Provisions for risks and charges for Euro 13,844 thousand (Note

15).
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GENERAL SITUATION

/[ fTAYFGS OKFy3S IyR {L¢tQa NRfS

Climate change is significantly altering our world, causing a wide range of effects from subtle changes to
severe environmental disasters. These impacts are creating increasingly complex challenges for the
environment, humanity, and the global economy. THaited Nations' Intergovernmental Panel on
Climate Change (IPCC) emphasizes the urgency for rapid and decisive action. The window to limit global
temperature rise to within the critical threshold of 1.5 degrees Celsius has narrowed to less than a decade.
Greenhouse Gas (GHG) emissions remain the primary driver of ongoing climate change. To prevent further
biodiversity loss, infrastructure damage, and human suffering, there is a pressing need for accelerated

efforts in both climate adaptation and GHG enuossieductions.

Despite some progress, actions taken so far are uneven and insufficient to address the growing risks.
These gaps are particularly stark among -laeome populations, underscoring the need for a more

inclusive and supportive approach.

Sustainability is central to the SIT group's operations. As a strategic supplier to leading players in the
energy, utility, and alternative energy sectors, SIT is committed to enhancing the efficient use of natural
resources, reducing carbon dioxide levelsd investing in carbeyf Sdzii NI f &2t dziA2yad { L
designed to be compatible with alternative and green gases, such as biomethane and hydrogen.
Additionally, SIT leads in creating intelligent solutions for indoor climate control and consamptio
measurement. Significant collaborations and partnerships, including participation in the European Clean
Hydrogen Alliance, place SIT at the forefront of hydrogen product development, encompassing residential
heating (hydrogen boilers) and smart meterkisicommitment positively impacts the entire supply chain,

from suppliers and customers to end consumers.

Through the Water Metering Business Unit, SIT plays an active role in the energy transition. Recognizing
water as an increasingly scarce resource, SIT applies its expertise in precise consumption measurement
to promote efficient and sustainable water ustarticipation in the "Valore Acqua per I'ltalia" community

promoted by The European House Ambrostgfttther underscores this commitment.

SIT's product development process is guided by-dEgign principles, with a strong focus on carbon
footprint and overall environmental impact. SIT products are designed for the use of alternative

combustion sources, particularhydrogen and biomethane.
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The Company is closely monitoring the evolving debates and regulations, particularly in the European
Union, regarding the technological transition to electrigitywered products. The outcomes and impacts
2y GKS /2YLIl yeQa odzaAfiledad NBYIFAY dzyOSNIFAY |G GKA

In response to the risks associated with transition processes and to differentiate its business, the Company
is investing significantly in new "green" technologies. These investments include technological partnership
projects with key customers and divdrsation into sustainabilitfocused market segments. Noteworthy
investments involve developing a range of electrical applications, such as heat pumps, controlled
mechanical ventilation, and fans for cooker hoods, all of which contribute to sector de¢zakion.To
strengthen this strategy, during 2023, the company updated its organizational strugthieh is now

composed of three Business Units:

Heating & Ventilation

Smart Gas Metering

Water Metering.
CKA&d NBAUGNUHzOGdzNAY 3 |AYa G2 SyKIFIyOS YIylFI3aSySyidoa 7
needs, particularly in technological innovation and energy transititwe. core business of Heating is now
supported by Ventilation, with a commitment to improving the efficiency of gas, hybrid, biomethane, and
hydrogen heating appliances. Additionally, the Company focuses on ventilation and indoor air quality
solutions that integrate into domestic ecosystems, ensuring environmental comfort control and

monitoring while maximizing energy efficiency.

For further information related to climate change, please refer to the risk section of this Report.

Macroeconomic scenario
In 2023, the global economic landscape weakened due to persistently high inflation, onymiegary

tightening, and the underperformance of certain economies, notably China, which struggled more than
anticipated. The outlook remains weak and uncertain, with significant downside risks primarily stemming
from escalating geopolitical tensions inetiMiddle East, increased fragmentation of international

production, and potential impacts on commodity prices.

The global manufacturing sector experienced a substantial slowdown following the strong rebound post

COVIB19 shock. Several factors contributed to this deceleration:
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- A shift in consumer spending from goods to services, particularly tourism.
- The weakening of the European industrial sector, heavily influenced by the German economy.

- Tougher conditions for demand, especially in investments, due to credit tightening and the gradual

phasing out of emergency policies.

These factors resulted in a decline in global trade of goods, particularly hindered by high geopolitical
uncertainty, the strengthening of the US dollar (the primary currency for much of global trade), and the

proliferation of trade barriers.

In 2023, the yeaon-year GDP trend of the main areas of interest for the Group is summarised in the table

below:
Change in GDP 2023 2022
Italy 0.9% 3.7%
Euro 0.5% 3.5%
USA 2.5% 2.1%
China 5.3% 3.0%

The GDP of the US economy, which came in above expectations, was driven by higher growth in
consumption and the labor market. In China, GDP continued to be affected by the effects of the pandemic
and grew at the slowest pace iirty years, impacted by the real estate sector in a context of

demographic decline and an unemployment rate, especially among young people, continuing to rise.

For the eurozone economy, 2023 was a year of substantial stagnation due to high inflation, which
dampened consumer demand and rising policy rates, the impacts of which were particularly evident in

the construction sector.

In 2023, the Italian economy grew by 0.9%, decelerating compared to 2022. Growth was mainly driven by
domestic demand net of inventories, with an equal contribution from consumption and investment. Net
foreign demand made a slightly positive contributierhile the change in inventories was negative. On

the supply side of goods and services, value added grew in construction and in many service sectors, while
it contracted in agriculture and in all mining, manufacturing and other industrial activities.rétwthgn

productive activity has been accompanied by an expansion of labour inputs and incomes.

As far as the Italian mechanical industry sector is concerned, the sharp slowdown in growth that occurred

in the first half of 2023 continued into the rest of the year with production down 4.7% compared to 2022.
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The negative trend is attributable to several concomitant factors, such as the progressive downsizing of
building bonuses, the loss of purchasing power of households and the progressive lack of liquidity of

companies.

OPERATING PERFORMANCE

Introduction
SIT S.p.A. (hereinafter "SIT", the "Company" or the "Parent Company") has decided to adopt the option

allowed by art. 40 of Legislative Decree no. 127 of Bpth91, paragraph 2 bis, as amended by Legislative
Decree no. 32 of Februar2, 2007, which allows companies that prepare consolidated financial
statements to present the Consolidated Management Report and the Company's Directors' Report in a

single document.

Significant events of the year

SIT obtains EcoVadis' Silver sustainability rating.

In January 2023, the Company was notified of the achievement of the "Silver" rating by EcoVadis, an
international rating agency that measures the CSR (Corporate Social Responsibility) performance of
companies, using a methodology based on the highestmatéwnal reference standards. The Company,
confirming its rating range compared to the previous evaluation, obtained a higher score that places it in
the top 10% of the companies in the sector under analysis (22% the previous year). Please note that
EcoVags announced in February 2024ew ratingfor SIT group, which shows a further improvement.
Please refer to the section "Significant events occurring after the end of the financial year" for further

details.

SIT presents its new range of gas adaptive solution<Ch@applications at the Frankfurt trade fair.
From Marchl3 to 17 2023, SIT participated in the ISH trade fair in Frankfurt, the largest international
trade fair for heating, energgaving, renewable energy, air conditioning and building automation

technologies.

At this event, SIT presented the most complete range ofaglaptive solutions on the market with its
three versions: FLEXA IONO, FLEXA H2 and the latest FLEXA PRO, the residential and commercial

sensorized mixer capable of directly measuring gas antbais f optimizing the combustion system.
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Also presented was the new 877 ELEKTRA XL boiler valve, designed for commercial appliances up to 150kW

(also 100% hydrogen), which completes the SIT range for professional applications.

SIT's proposal at the fair also included electronic control solutions for Controlled Mechanical Ventilation
(CMV), for indoor air exchange and heat recovery, which also integrate UpSens sensors for the first time,

thanks to the recent partnership starteditiv the Optoi Group.

New organizational structureasannounced.

With the aim offocusingmanagement more effectively on reference markets anticipating new
customer needs, with particular attention to technological innovation and the energy transition, in April
2023 SIT announced a new organizational structure of the Group, which is now composed of three

Business Units:

Heating & Ventilation

Smart Gas Metering

Water Metering
The historical core business of Heating is now joined by Ventilation with the aim of developing and
manufacturingsolutions for the continuous improvement of the efficiency of gas, hybrid, biomethane and
hydrogen heating appliances, as well as solutions for ventilation and air quality in indoor spaces,

integrated into the domestic ecosystem.
With the new organizational structure, Metering is divided into two Business Units.

The Smart Gas Metering Business Unit, whose mission is the design and construction of gas meters for
residential and industrial systems, providing customers with new digital technologies for data reading,

consumption control and cuttingdge measuring inaiments in the sector.

The Water Metering Business Unit, headed by the Portuguese company JANZ acquired at the end of 2020,
whose mission ito design, manufacture and market water consumption metering solutions with both
traditional and smart technology, with the aim of providing water utilities and local municipalities with
solutions to increase efficiency and accelerate their sustainalstitytegies at the best total cost of

ownership.

At the same time, three Business Uldaderswere appointed, who, together with the Chief Product

Officer and support functions, report to the CEO.
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SIT obtains the Gender Equality Certification

During the first half of 2023, SIT obtained the certification on gender equality, pursuant to UNI/PdR
125:2022, issued by the certifying body Kiwa and supported by Variazioni, a consulting company
specializing in innovation and Change Management projddtis certification, which is valid for three

years and is subject to annual monitoring, has seen SIT be virtuous in all six areas that the certification
investigates: Culture and Strategy, Governance, HR Processes, Opportunities for growth and inclusion of

women in the company, Pay equity by gender and Protection of parenthood andlifebalance.

The equal opportunities certification, consistent with the company's "Made with Care" pillar dedicated to
Social Responsibility and included in the company's sustainability plan, comes after two other important
milestones in SIT's ESG journey: the new anbd parenting policy, in force from Mar&h2023, and the
Diversity & Inclusion policy issued in April 2023. The Parental and Diversity & Inclusion policies and the
Gender Equality certification are an integral part of the company's sustainability rgadsmméch aims to

enable the energy transition through innovative solutions that help decarbonize the atmosphere and

safeguard natural resources as well as enhance its human resources.

SIT extends Product Carbon Footprint (CFP) certification to gas meters.

During the first half of 2023, SIT strengtheritsdcommitment to the detection and management of its

CO2 emissions and obtained the certification of the Product Carbon Footprint measurement system (CFP
Systematic Approach) of an additional product category: gas meters produced by the subsidiarytMetersi
Through the methodology adopted, SIT is therefore able to calculate in a timely and ceni#fieckrthe

Carbon Footprint of each product throughout its life cycle (from production to disposaldradiéto-

grave' logic) in line with the standards set by the 1ISO 14067:2018 standard.

The certification, issued by the certifying body Bureau Veritas lItalia, a world leader in inspection,
compliance verification and certification services, is in additiainéooneobtained in 2022 relating to the

product lines of the Heating & Ventilation business unit (mechanical controls, fans, electronic controls).

SIT wins the Sustainability Award 2023 by ranking first in the Top 100 ESG Score

SIT has won the Sustainability Award 2023, an award promoted by Kon Group and Elite (Euronext) in
partnership with Azimut. The award is a recognition of Italian companies that have best expressed their
ability to innovate, renew and activate the best enegy promoting sustainable, inclusive and stable

growth, creating added value for all stakeholders.
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SIT ranked first in the Top 100 ESG Score, reserved for companies with a turnover of more than 250 million
euro, having obtained the highest score in the three areas of the assessment model (environment, social

responsibility, governance).

SIT- Panasonic partnership for the launch of new residential Heat Pump fan
In October 2023, the partnership with Panasonic Industry, a Japanekimational and world leader in
HVAC technologies, was announced for the launch of a new complete solution of fans for residential heat

pumps.

The collaboration combines the quality and reliability of Panasonic Industry's Japdesgaed motors

with SIT's advanced expertise in fluid dynamics and motor controls to develop a complete fan solution
designed specifically for residential heat pumplse new application which was presented in milflarch

at the MCE;, Mostra Convegno Expocomfort exhibition in Milawill be adapted to the specific needs of

each heat pump manufacturer to ensure the best performance, minimized noise and low consumption.

The strategic initiative fcused on thdcuropean marketharacterized by the adoption of the new green
policy regarding 5as regulation, while European heat pump manufacturers are investing heavily in the

development of new products and the localization of their supply chain in Europe.

SlITpresentsthe SmartlO ultrasonic residential water meter for the European market at Enlit Europe
JANZ, a SIT group company leader in Water Metering, presented at Enlit Earopeent dedicated to
operators in the entire energy supply chaitsmartlO, the new smart water meter for residential use
based onultrasonic technologywith bestin-class measurement capacity, developed in a joint venture

with GWF, a Swiss technological partner operating in the water sector.

SmartlO is responséo a globaissueof efficient management of water resources and is part of a sector
that is expected to grow in Italy as well, driven by the replacement of installed meters with smart

appliances.

SmartlO uses patented and innovative technology and maintains a high level of accuracy throughout the
product life cycle, with low maintenance costs. Thanks to I0T technology, the meter communicates with
the proprietary MyWater software, concretely contuting to reducing water waste. The first target of
SmartlO will be utilities, both in the Iberian market and in the Italian market, where it will be marketed

through MeteRSit, a company of the SIT group leader in Smart Gas Metering.
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SIT MBT joint venture in the cooker hood market

SIT strengthens its strategic development path in electrification with a company dedicated to the cooker
hood market. With SIT MBT S.r.l., the Group wants to be a European leader in the design and production
of fans for kitchen hoods, induction hobs andllpe stoves through the development of innovative
products with high energy efficiency and their customization to the specific needs of customers, thanks

to the technological skills of the Montecassiano center of excellence.

The company's primary objective is to promptly seize the opportunities that will emerge in the coming
months, linked in particular to the entry into force, starting from the beginning of 2025, of the new
European legislation on energy labels for extrad¢toods and cooktops for kitchens. The new company
wants to establish itself in the Italian and European market as an independent player with a historical
track record, a recognized and reliable management team, an R&D competence center of excellence and
production in ltaly, in the Marche regiom the center of the hood and kitchen district, to give qualified
technological support to the most important European manufacturers of kitchen extractor hoods and

extractor hobs.

SIT MBT S.r.l. will include the business segment of SIT S.p.A. dedicated to ventilation and components for
hoods and pellets and 100% of the innovative stgrtMotors & Blowers Technology Srl (MBT), launched

by a team of managers with long experienceha sector. To complete the structure of the company, the
participation of Wentelon, a supplier of ventilation motors, which with its staft¢he-art Chinese plants

will ensure technology and competitiveness for the initiative.

SIT MBT S.r.l. will be 70% owned by SIT and 30% by Wentelon and the managers of Motors & Blowers
Technology S.r.l.

Update onbank negotiations 2023

With a letter of acceptance dated JuB@, 2023, the Company's main lenders have granted-aaied

waiver on the contractual financial covenants in place on the loans granted with reference to the
recognition date of Jung0,2023. This consent was granted following a request made by the Company to
the lenders at the beginning of June, made necessary by the economic and financial performance of the

period, which would not have allowed compliance with the parameters in question.

The persistence of the negative economic situation in the Heating & Ventilation segment highlighted the

impossibility for the Company to meet certain commitments to repay loans scheduled at the end of the
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year and financial covenants. Against this prospect, the Company promptly entered the necessary
discussions with its lenders to reach, on Decen##12023, an agreement to extend thmainamounts
due as of Decembedl,2023 as well as a standstill agreement that provides for the suspension of certain

contractual clauses including compliance with financial parameterantil April30,2024.

The Company has also committed to providing lenders by Feb&&r2024 with an update of the
business plan approved by the Board of Directors on Septerhbe?2023 aimed at renegotiating the
financial profile of debt and the consequent revision of financial parameters. For further information,

please refertothe paragraph { A Ay AFAOlI yi S@SyiGa 200d2NNAy3I FFGEGSNI

Sales analysis
SIT Group operates in two Divisions:

1 Heating & Ventilation, which develops and manufactures systems for the safety, comfort and high
efficiency of gas appliances;
1 Metering, which develops and manufactures water and gas meters with remote control,

consumption measurement, reading and communication functions.

Revenue by division

(Euro,000) 2023 % 2022 % diff diff %
Heating & Ventilation 233997 71.7% 315338 80.2% (81,340) (25.8%)
Metering 88,619 27.2% 72516 18.4% 16,103 22.2%

Total sales 322,617 98.9% 387,854 98.6% (65,237) (16.8%)

Other revenues 3,644 1.1% 5,451 1.4% (1,807) (33.1%)

Total revenues 326,261 100% 393,305 100% (67,044) (17.0%)

Revenue by geograp

(Euro,000) 2023 % 2022 % diff diff %

Italy 97,346 29.8% 99,452 25.3% (2,106) (2.1%)
Europe(excluding Italy) 151,359 46.4% 169,396 43.1% (18,037) (10.6%)
The Americas 47,144 14.4% 85,481 21.7% (38,337) (44.8%)
Asia/Pacific 30,412 9.3% 38,976 9.9% (8,564) (22.0%)
Total revenues 326,261 100% 393,305 100% (67,044) (17.0%)
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Consolidated revenues for 2023 amounted to Euro 326.3 million, recording a decrease of 17% compared
to 2022 (Euro 393.3 million). In the fourth quarter of 2023, consolidated revenues amounted to Euro 84.2
million, a decrease of 18.2% compared to the sameqga of the previous year (Euro 102.9 million).

Sales of theHeating & Ventilation Divisioth Y HnH o | Y2 dzy (i S R25.69% compareditebn Y A
eomp ®o YA {-25A% ganegxchangeairates)o

In the fourth quarter, the Division achieved sales of Euro 57.9 million, down 28.1% compared to the fourth
quarter of the previous year (Euro 80.5 million).

The fourth quarter of 2023 recorded a trend in the Heating end market in contrast to previous quarters,
at least as far as boilers are concerned: in fact, final sales were substantially in line with those of the last
quarter of 2022 after recording sigrdéint reductions in each previous quartdng negative trend of heat
pumps persisted also in the fourth quarter due to theéerruption of incentives.

In this market context, SIT customers are still operating with consistent stock levels and therefore the
improved performance of the fourth quarter has not yet translated into a recovery in SIT turnover.

The following table shows the sales by geographical area of the Heating & Ventilation Division:

(Euro,000) 2023 % 2022 % diff diff %

ltaly 36,675 15.7% 56,116 17.8%  (19441) (34.6%)
Europe (excluding ltaly) 119632 51.1% 138022 438%  (18390) (133%)
The Americas 44,767 19.1% 82,839 263%  (38072) (46.0%)
Asia/Pacific 32,923 14.1% 38361 122%  (5438) (14.2%)
Total sales 233997 100% 315338 100%  (81,340) (25.8%)

Sales in Italy decreased by 34.6% compared to 2022. This trend affected all major products and was
affected by thenterruption of sector incentives in 2023 as well as the slowdown in the home renovation
market. It is worth noting the particularly negative trend the Direct Heating segment, of applications

for Pellet Stoves-[7.5%), which in 2022 had benefited from the increase in gas prices.

As far as Europe is concerned, excluding Italy, in 2023 there was a reduction in sales of Euro 18.4 million,
equal to 13.3% compared to the previous year. Turkey, the leading maykstipmentwith 18.1% of
divisional sales, recorded a growth trend of 10.9% equal to Euro 4.2 million, mainly thanks to Fans for
Central Heating applications penalized by supply problems during the first part of 2022. UK, 8.5% of
divisional sales, marks a trend sudostially in line with the year 2022, with a differentiatednicebetween

product families in which there is a growth of Euro 2.5 million (+25.6%) in flows compared to 2022. As far
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as Central Europe is concerned, the overall trend in the period was in line with the Dis@8i&d4), with

sales of Heat Recovery Units achieving sales in line (+1.0%) with those of the previous year.

Sales in the Americas fell by 46.0% (exchange rate impact is not material). The reduction affected Storage
Water Heating applications for Euro 10.2 million, while Direct Heating applications for fireplaoces (

24.3 million-55.4%) were affected by theegative trend of new buildings to which this segment is related.
Sales in the Asia/Pacific area decreased by 142284 on a likdor-like exchange rate basis) to Euro 32.9
million compared to Euro 38.4 million in 2022. As for China, 9.0% of divisional sales, sales for the year
recorded a reduction of 11.6% compareadl 2022, which asameexchange rates is5.2%. Australia
recorded sales of Euro 5.9 million in 2023, a reduction of 27.9% (23 Smaexchange rates).

Coming to the main product families, the trend recorded during the year concerned the entire product
portfolio with Mechanical controls a4.4%, Electronic controt83.6% and-ansat -32.4% whileéHues
recorded an increase of 7.9%.

In terms of application segment, Central Heating, which accounts for 66.7% of divisional sales, recorded a
reduction of 16.9%, while Direct Heating (13.7% of divisional sales) recorded a reduction of 49.9% due to
the performance of fireplaces in the USAdaapplications sold in Italy. Storage Water Heating recorded a
47.9% reduction due to the loss of share in the USA.

Regarding the main customers of the Heating & Ventilation division, it should be noted that 38.2% of sales

were achieved with the top 5 customers in 2023, while last year this incidence was 33.9%.

The following graphs show Heating & Ventilation sales in 2023 by product family agseghent

application (data from management source):

I Mechanical controls
I Electronic controls
Fans
Flue exhaust systems
0 integrated systems

I Central Heating

I Direct Heating
Storage Water Heating
Catering

I Heat Recovery Units

I Hoods

I other
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Sales of théMletering Divisionamounted to Euro 88.6 million compared to Euro 72.5 million, an increase
of 22.2% compared to the previous year.

Sales in th&mart Gas Meteringegment amounted to Euro 60.0 million, an increase of 24.0% compared
to 2022. The performance is due to the group's good positioning in the Italian market and the new
development and replacement projects launched by its main customers. Sales in Italgtaddor 96.6%

of the total, while sales abroad, for 3.4% of the total, were made in Greece and Central Europe.

Sales i'Water Meteringamounted to Euro 28.6 million, up 18.5% compared to 2022. Sales were achieved
in Portugal (19.0%), Spain (36.2%), the rest of Europe (34.7%) and America and Asia (7.3% and 2.7%)
respectively.

Regarding the concentration of Metering salesthe Smart Gas Metering it should be noted that 75.3%

of sales were achieved with the first 5 customers in 2023, while last year this incidence wasl|64.7%.

Water Metering, the figures are 60.1% and 58.2% respectively.

Economic performance
Consolidated revenues for 2023 amounted to Euro 326.3 million, down 17.0% compared to 2022 (Euro

393.3 million).

The purchase cost of raw materials and consumables, including changes in inventories, amounted to Euro
175.8 million, accounting for 53.9% of revenues, compared to 54.3% in 2022.

Service costs amounted to Euro 46.5 million compared to Euro 52.3 million in the previous year
(respectively equal to 14.3% and 13.3% of revenues).

Personnel costs amounted to Euro 80.7 million compared to Euro 80.2 million in the previous year, of
24.7%0f revenues up from 20.4% in the previous year. The item includes Euro 5.3 million restructuring
costs relating to the Parent Company for Euro 2.5 million and to the Dutch company for Euro 2.3 million,

whose production plant is currently being closed.

Depreciation, amortization and impairment losses, amounting to Euro 47.1 million, increased compared
to the previous year (Euro 27.8 million) due to the normal effect of the incré@seew investments

made during the year and the new operating lease agreements accounted for in accordance with IFRS16;
it should also be noted that following the impairment test carried out during the-yedfr reporting on

the invested capital of the two eain CGUsgthe Group adjustd the carrying amount of goodwill of the

Heating & Ventilation CGU to its recoverable amount by recording an impairment charge of Euro 17.0

2023 AnnuaFinancial Report
34



5ANBOG2NRQ wSL

million. Euro 1.0 million refers to the partial writkown of the building of the current headquarters of the

Parent Company in consideration of thinnedtransfer to the new headquarters under construction.

The provision for risks amounted to Euro 1.0 million, substantially in line with the value of the previous
year, net of the extraordinary provision recorded in 2022 for the dispute with an American customer of
Euro 7.6 million. In 2023, the item was affedtby provisions for the disposal of batteries contained in

meters and for environmental remediation costs on land owned by the Parent Company.

Adjusted EBITDA amounted to Euro 2&illion, down 38.5% compared to the previous year (Euro 47.1
million) and was affected by the volume effect, especially in the Heating & Ventilation division, which was

only partially offset by the Metering division and by efficiency and cost containmeasunes.

The operating result, in addition to the performance of operations, was particularly affected by the

impairmentlossand went from Euro 10.6 million in 2022 to Eu26.2 million in 2023.
Adjusted operating profit amounted to Euro 0.1 million compared to Euro 19.4 million in 2022.

Net financial expense for 2023 amounted to Euro 6.9 million compared to net financial income of Euro
4.5 million in the previous year. It should be noted that in 2022 the amount is affected by the change in
fair value deriving from the market value of thi¢arrants, which resulted in financial income of Euro 8.7

million.

Adjusted net financiatxpenses, net of the aforementioned fair value changes, amounted to Euro 6.9
million in 2023 compared to Euro 4.2 million in the previous year. The trend was upward due to both the

increase in debt and the increase in interest rates.

Taxes for the period amounted to Euro 7.9 million and reflect the allocation of deferred tax assets deriving

mainly from recoverable tax lossascrued by some foreign companies as well as by the Parent Company.

The net result for the period amounted to a loss of Euro 23.4 million compared to a profit of Euro 11.2
million in 2022.

The adjusted net result was a loss of Euro 0.3 million compared to an adjusted net profit of Euro 10.9

million in 2022.

Financial performance
As of December 31, 2023, net financial debt amounted to Euro 153.7 million compared to Euro 130.5

million as of December 31, 2022. T¢tlmangeof the net financial position is shown in the table below:
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(Euro,000) 2023 2022
Cash flow from current activities (A) 27,472 46,372
Change in inventories 9,399 (19,730)
Change in trade receivables 951 (6,715)
Change in trade payables (15,129) (675)
Change in other current assets aliabilities and for taxes (14,591) (5,514)
Cash flow from changes in Working Capital (B) (19,370) (32,634)
CASH FLOW FROM OPERATING ACTIVITIES (A + B) 8,102 13,738
Cash flow from investing activities (C) (23,025) (26,883)
CASH FLOW FRAMPERATING & INVESTING ACTIVITIES (A + (14,923) (13,145)
Interest (7,162) (3,327)
Changes in MTM derivatives aamhortizedcost 113 1,702
Equity changes (839) 857
Changes in financial assets 1,409 -
Acquisition of treasury shares - (599)
Dividends - (7,299)
IFRS 16 (1,785) (1,963)
Change in net financial position (23,187) (23,774)
Opening net financial position 130,501 106,729
Closing net financial position 153,690 130,501

In 2023 generation of cash flows from current operatianas Euro 25.0 million compared to Euro 46.4

million in 2022, a difference due to the economic performance in the two years.

In 2023, the absorption of working capital amounted to Euro 16.9 million compared to an absorption of

Euro 32.6 million in the previous year.

The trend in inventories generated cash for Euro 9.4 million in 2023 while in 2022 it absorbed Euro 19.7
million ¢ a trend deriving from the different economic situation in the sector in the two years, with
particular reference to the Heating & Ventilatidivision. Consistently, payables to suppliers also reflect
the trend in purchase volumes, with a reduction in value and cash absorption of Euro 15.1 million in 2023
compared to substantial stability in 2022; payables to investment suppliers increasecatp the
previous year, in particular due to activities related to the restructuring of the new headquarters in Padua.
About receivables from customers, a generation of Euro 1.0 million was recorded in 2023 compared to an
absorption of Euro 6.7 milliom 2022 due to the growth in turnover recorded in the final part of the

previous year.

With regard to other working capital items, it should be noted that in the first quarter of 2023 there was
a settlement disbursement with a customer following the agreement reached during the third quarter of

2022 and taxes were paid during the year ofde40 million.
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Investment flows amounted to Euro 23.0 million compared to Euro 26.9 million in 2022. Cash flows from
operations after investments therefore amounted to Edid.9 million compared to Eurd 3.1 million in

the previous year.

Cash flows from financial activities included interest in 2023 of Euro 7.2 million compared to Euro 3.3
million in 2022.

Capital expenditures
LY HnHoX GKS DNRdzZL) YIRS Ay@SadtGySyia 2F e€eHodo YAff
the headquarters and the construction of the new R&D laboratorres?adua. Of the remaining
AYy@SaitayYSyGaz emndr YAtEA2Y Aa Ay (GKS | SIHGAy3a g =+8§
2T GKS G2aFrt0 Ay (GKS {YINI DIFa aSGiSNAYy3I 5A0AaAiAz2y
the total). In D22, total investments amounted to Euro 27.1 million (of which Euro 10.2 milliatedeto

the aforementioned Padua headquarters).

In the Heating & Ventilation Division, investments concerned the development of new products (Euro 5.2
million), of which Euro 1.8 million refer to development costs related to four specific profetsXL,
EF96EF150, Flexa Pro, Axial Fgiant maintenance (Euro 3.6 million), renewal of theahsting mouds

(Euro 2.1 million) and increase in production capacity (Euro 1.2 million).

In Smart Gas Meteringapexwere made in the development of new products (amounting to Euro 1.3
million, 73.0% of the divisional total), of which Euro 1 million refers to development costs relating to three
specific projects§martiq Visionand G40 ¢ the large meter). The remainder refers to industrial and
laboratory equipment, the purchase of hardware and software, and the improvement of production

efficiency.

Regardinghe Water Metering division, investments in 2023 mainly concerned the development of new

products (Euro 1.1 million, equal to 66% of the divisional total).
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RESEARCH, DEVELOPMENT AND QUALITY CONTROL

During 2023, the Group incurred research aedelopment costs for a total of Euro 15.5 million, equal to

4.8% of revenues, compared to Euro 13.6 million in the previous year (3.5% of revenues).

In 2023, the research and development area had an average workforce of 135 resources, 80 of which were

located at the Parent Companiyn 2022, there were 124 and 74 resources, respectively.

Heating & Ventilation Division
In 2023, the Research and Development department of the Heating & Ventilation (H&V) division

experienced a strategic realignment of resources to bedidaptwith the fastchanging heating market.

This realignment builds on a mujtear strategy that has progressively deepened the focus on
sustainability. This focus encompasses both the specifications and the operational performance of our
products specificaly in terms of usability, energy consumption, and emissioas well as the

integration of ecedesignprinciples from inception through to the end of the product life cycle.

This shift was further accelerated by a significant reorganization within the Group, leading to the
establishment of three independent business units. The former Heating division was renamed Heating &
Ventilation, highlighting a renewed and intensified coitment to our rigorous program aimed at
reducing energy use and pushing forward with decarbonization initiatives. This restructuring reflects our

ongoing dedication to innovation and environmental stewardship in the heating sector.

The current technological landscape presents several critical trends thashaping the strategic
direction of the new business unit. Notably, there is an increasing adoption of biogas and hydrogen,
ranging from mixtures to pure hydrogen, for use in gas and hybrid appliances. Additionally, the emphasis
on enhancing building thernhénsulation necessitates advanced management of air circulation and heat
recovery, aiming to elevate both comfort and sustainability. The movement towards the electrification of
domestic heating through the integration of heat pumps, along with the gateid roltout of hybrid

appliances that utilize green fuels and electricity, also marks significant industry shifts.

During this phase of transition, the division's Research and Development efforts have been focused on
strategically repositioning and aligning resources to foster the development of cutigg combustion
products and systems. This initiative is also @lraepreparing the division for a successful entrance into

the marketof electricalappliancesspecifically heat pumps and controlled mechanical ventilation systems
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with heat recovery (VMC/HRU). This alignment ensures that our division remains at the forefront of

technological innovation and marketdos

SIT's R&D activity focuses on the development of mechatronic solutions for the proper functioning of
domestic heating appliances running on gas, biogas and hydrogen. The research aims to develop
electronic and mechanical solutions that are increasingly ¢éadntegrate and at the same time capable

of maximizing comfort performance while reducing energy consumption and CO2 emissions. SIT's goal is
to offer its customers innovative solutions to increase efficiency and accelerate their sustainability

strateges at the best total cost of ownershignsuring ever faster time to market.

As early as 2022, the Product Development Procedure was augmented to incorporate Carbon Footprint
analysis from the initial design stages. This integration ensures that design alternatives are systematically
assessed through a life cycle assessment frankeywehich not only considers technical and economic
dimensions but also integrates the impact of CO2 emissions across the entire chain of product
development, production, and lifecycle. Moreover, the principles of the circular economy are increasingly
being embraced, as evidenced by the reduction in material consumption, the selection of materials with
lower environmental impacts, and the use of recycled materials. It is noteworthy that alhdiebodies

used in mechanical controls are fabricated fromawtary aluminum, and there are ongoing initiatives
focused on employing recycled plastics. Additionally, in the realm of packaging, we are collaborating with
a major client to explore a project aimed at packaging reuse, and new products are being degtpned

packaging that adheres to circular economy principles.

On the mechanical front, our research strategy increasingly utilizes sophisticated tools such as mechanical
simulation and fluid dynamics platforms. These tools are instrumental in developing products that are not
only more compact and integrated but alsignificantly more efficient. Conversely, on the electronic side,
there is a marked shift towards leveraging programmable microprocessor solutions that exhibit enhanced
intelligence and the capability to interact with the environment through cutéage hternet of Things

(IoT) technologies.

A critical element of our current research initiative is the deployment of projects that utilize advanced
sensor technologies. These technologies are at the forefront of innovation within the industry, particularly
in the areas of intelligent combustion ol and safety mechanisms for boilers operating on 100%
hydrogen. To further this line of research, SIT has initiated collaborations with established technology

incubators. These partnerships aim to expedite the research process and incorporate exjmréikgped
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across various sectors, thereby enriching our technological advancements and reinforcing our

commitment to innovation.

In the area of productievelopment, the Group is engaged in projects aimed at four lines: (i) acquisition
of new core technologies and processes; (ii) development of new products and product platforms; (iii)
operational improvement of platform products; (iv) development of nestical solutions or customized

to customer needs starting from existing products.

The research and development activities are bolstered by robust collaborative relationships with premier
academic institutions, including the PolitecnimbMilano, the University of Padua, and the University of
Ferrara. These partnerships are complemented by engagements with external companies that specialize
in technology development and both Italian and international research centers, such as RAPRA, CERISE,
and DVGW. Furthermore, SIT maintains an active participation in leading Italian and interrnatagtdl/
associations. This strategic involvement enables the continuous acquisition of advanced expertise, not
only in new technologies and solutions but also in research methodologies and the evolving regulatory
and legislative frameworks in Europe andlally. This comprehensive approach ensures that SIT stays at
GKS TFT2NBFNRY(d 2F AYRdZAGNE RSOSt2LIYSyida NBfSGIyi
enhancing our competitive edge and operational excellence.

Coming to the main 2023 projects, in this year the initiatives on the infrastructure and resources front

take on particular importance.

With the completion of the new headquarters in Padua dedicated to research and development
laboratories, the department has completed the transfer of (i) equipment for testing gas appliances
operating at any mixture for both domestic and light industriaivers; (ii) new electronic laboratories
capable of carrying out all functional and EMC tests; (iii) started equipping the test laboratories for
electrical equipment (both motors and fans) with test benches that will be further strengthened in
capacity andunctionality during 2024; (iv) transferred the technical staff of all the functions related to
the development of new products to a single context, thus havinglocation mechanical, motor, fluid
dynamic and electronic designers together with laborgttechnicians, industrializers and technicians of
motor quality and fan test; (v) started the rebalancing of resources by reducing the number of mechanical
designers in favor of electronics, controllers, motorists and fluid dynamics, key figures irnvilepeent

of ventilation. Finally, it is worth mentioning the opening in Turin of a local unit dedicated to research &

development, which draws on the consolidated network of technical skills in the area.
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In terms of gas combustion projects and systems, there have been various developments and the
combination of some technical solutions proposed by@iEystem calle&lexapra; has been recognized

by the market as the best solution to equip gas equipment in its role as a "bridge" towards decarbonization
as it is able to dynamically adapt to the type of fuel injected: from methane to biogas, blend, up to 100%

hydrogen.

The individual solutions that together are partflExaproalso have specific commercial applications: (i)

a control platform with stepper valve suitable for light commercial boilers up to 150kW designed for the
US and European market; (ii) centrifugal fans for 90kW and 150kW power equipment, equipped with
three-phase permanent magnet synchronous motors with electronic vector control. These are technical
solutions in which SIT is at the forefront of the sector, able to guarantee maximum performance pnd ver
low vibrations; (iii) sensorized mixers for sizes of 40kW and 150kW respectively capable of measuring with

great precision the quantities of air and gas delivered respectively by the fan and the valve.

In the application segment dedicated to gas fireplaces for the US market, an electronic platform for the
control of fireplaces complete with new remote controls is being defined and developed; It is a complete
platform ¢ electronics, sensors, valve and reta control¢ that replaces a system that has been on the

market for over 10 years.

During 2023, it took shape both at an organizational level through the division of the Group into three
specific business units, and with a research & development action focused on the new segment of
ventilation and electrification projects. For the SI'D@, it is a matter of seizing the opportunities

related to the energy transition and the progressive electrification of domestic heating appliances.

In this context, the Heating & Ventilation division has designed, sampled and is testing in collaboration
with some customers a first family of thrgghase permanent magnet synchronous motors with electronic
vector control. This family of motors is suitaliloth for boiler fans but also for motors dedicated to VMC
(Controlled Mechanical Ventilation) and heat pump applications and where SIT's approach consists in
internalizing the control electronics (decisive in the definition of performance and cost ¢piyo

developing the HW and motor control algorithms.

Finally, it is worth mentioning SIT's entry into the heat pump segtdready highlighted in the paragraph
on Significant events of the yeathrough the technological and commercial partnership with Panasonic
Industries. An axial fan with a diameterdAd0mm is being advanced and is suitable for equipping medium

sized aitto-water heat pumps (monoblock or split), which make up a significant share of the market. From
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a technical point of view, noise, performance, durability and reliability are decisive in this product; SIT
takes care of the fluid dynamicsn collaboration with Enginsof of the electronics and mechanics while
Panasonic supplies the motor. The protlu@s presented at the MCE exhibition in Milan in February

2024, already installed and running in an application of a primary customer.

Finally, the collaboration between SIT and UpSmmginued in 2023n integration projects with sensors

of different technologies in flow detection application&he collaboration between SIT and UpSens will
result in significant synergies in the field of air quality solutions, in particular in the VMC (Controlled
Mechanical Ventilation) segment. VMC solutions allow air exchange and filtration and, through the
exchange of heat between the outgoing and incoming air, allow to improve the thermal efficigncy o
buildings. SIT is already a supplier of control electronics for the VMC segment and plans to further expand

its range in the coming years.

Metering Division
In 2023, the Metering Division's research and development efforts were strategically enhanced through
the implementation of economies of scope and the creation of synergies. This initiative aimed to
consolidate the research activities of the Smart Gas MegeDivision and the Water Metering Division,
leveraging their unique, distinctive competencies. As a result, collaborative development projects were
undertaken, focusing particularly on the residential product range with an emphasis on electronics and

communications components.

As far as the Smart Gas Metering sector is concerned, it should be noted that the new platform for the UK
market (MMUG6 PT3) has obtained all the updates of product certifications in compliance with the SMETS
2, ZigBee and UKCA and SMDA regulations regoyrékde market. This product, which is characterized
by a double battery, dual band communication and a new themass sensor capable of measuring
methane and hydrogen mixtures up to 23%, is in the process of being approved by some important local

customes.

During 2023, Metersit, a Group company operating in Smart Gas Metering, developed the new generation
of smart meters for Italgas Reti following the tender awarded in 2022. The product is designed starting
from thermo-mass technology, of which Metersit isvarld leader, which allows accurate measurements

in any condition without the need for external conversion devices. The accuracy of consumption

measurement is guaranteed for a variety of uses: natural gas, biomethane and hydrogen, both pure and
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blended with natural gas blends. The new meter, which will be released during 2024, includes innovative
sensors capable of analyzing pressure losses in pipelines, detecting fires as well as detecting any seismic

phenomena.

During 2023, Metersit also began the development of an innovative G40 meter for the industrial and
commercial market, again with therramass technology, which will make it possible to measure, even in
the industrial sector, natural gas and hydrogen mixtundéth an NBoT remote communication interface.

The new meter, which witle releasedn 2024, will make it possible to introduce, for the first time on the
market, a very light industrial device with positive impacts on sustainability thanks to thebitibssif

injecting hydrogen into gas distribution networks.
Metersit has also produced two new solutions:

w "Domusnext Vision", the meter for residential and commercial use that introduces important
innovations to the market such as the double communication-I®NB and "Wireless Mbus", the anti
fraud system, artificial intelligence that allows anomalieseaké to be identified remotely and the ability

to detect the percentage of hydrogen present, thus allowing utilities to manage gas mixtures with a lower

carbon content;

w  "Domusnext MMUG" in a new version that supports the measurement of natural gas and hydrogen

mixtures up to 23%.

In the Water Metering sectorJANZ presented at Enlit Europe 2023, one of the largest conventions and
trade fairs dedicated to the entire energy ecosystem, the new ultrasonic smart meter thatrissthie of

the strategic partnership with GWF presented in the previous edition of the fair.

This new meter uses the most advanced technology in the field of water flow measurement, has no
moving parts, and offers significant advantages to network management companies in terms of
installation flexibility and reaime network control capabilitieslt has also been developed to minimize

its environmental impact thanks to a careful choice of materials to be used. Production will be carried out
in the new plant in Lisbon specially equipped for this purpose and is expected to start in the second

quarter of 2024.

JANZ has also submitted a complete overhaul of its volumetric meter called JV 800. This product has been

developed using all the experience gained with the JV 400 and 600 product lines. The result is a quieter
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meter, with a more stable metrological curve thanks to the use of the chamber with 2 inputs and a more

reliable production process thanks to the pressed brass body.

During the year, some important improvements were also introduced to some existing products, in
particular the metrological class of the Coralrigle jetmeter is now R125 compared to the previous R100

and the MST DN40 commercial multijet meters which now have a resolution of one liter.

In 2023, a pronounced focus was placed on sustainability and the principles of the circular economy within
our product lines. Initiatives have been undertaken in both the gas and water metering sectors to
incorporate recycled plastics and to conduct fedgib studies on potential scrapping and recovery
processes. In alignment with these circular economy principles, it is crucial to note that the casings of both
volumetric and multijet meters are constructed from brass, making them fully recyclable. ifalizampn

this, JANZ has initiated a repair program that facilitates the recovery of brass casings. These recovered
materials are then reused in the production of new meters, which are subsequently redistributed to
customers. This not only underscores cammitment to sustainability but also enhances our operational

efficiency and customer service.

Hydrogen

During 2023, the development of an MMU16 industrial meter for the UK market began, which will allow
a mixture of methane and hydrogen to beeasured at up to 23%. This meter, despite being an industrial
meter, will be built on the PT3 platform (mass market) and will include the introduction of two thermo
mass sensors in parallel. The G40 product, under development in 2023, will also allotedtiection of

meters for the industrial market with the ability to measure methanglrogen mixtures of up to 23%.

Quality
lyY2y3 GKS UNBG O2YLI yAaSa Ay Lialfe G2 20d0FAy (GKS L
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The Quality department, in addition to guaranteeing the normal control and prevention activities on
processes and products, exercises constant supervision to ensure that company activities are aligned with

the best standards of effectiveness and efficieatguality management systems.

In Heating, the certifications have been regularly updated both as ISO 9001:2015 and as ISO 14001:2015

environmental certification.
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The surveillance activity by the certification bodies confirms the organization's ability to keep the quality

of the processes in line with the relevant international standards.

The recognition of the activities of the laboratories in accordance with the principles of ISO 17025 confirms
the high level of technology and skills achieved; In 2023, the tests covered and the scope of international

approvals obtained were extended.

Ly FEAIYYSYl sAlGK GKS S$@2tFAay3a YIENLSG ReyrYAOa Ly
product portfolio of the Heating & Ventilation Division has been strategically enhanced to accommodate
hydrogen utilization. Notably, in 2023, SIT distispad itself as one of the first manufacturers globally to

secure a significant accolade in Eurogbe GAR certification (Regulation 2016/426 EU) for the 84X family

of valves.This certification underscores our commitment to complying with rigorous enwiesrtal and

safety standards, thereby reinforcing our position at the forefront of sustainable manufacturing practices.

During 2023, Metersit positively confirmed the ISO 9001:2015, ISO 14001:2015 certifications as well as all
the Production Quality Assurance certifications (Module D of the MID Directive 2014/32/EU and Annex IV
of the Atex Directive 2014/34/EU) of its production plants.

Metersit has positively confirmed the certification according to the 1ISO 27001 standard (Information

Security Management).

Coming to JANZ, the company operating in the Water Metering sector, during 2023 the ISO 9001:2015
certifications, the AS9100 certification and the Production Quality Assurance certification (Module D of
the MID Directive 2014/32/EU) were positively conféun

JANZ's laboratories dedicated to Water Metering éindar metrology have also been renewed in their
accreditation in accordance with ISO 17025, confirming the high level of expertise and quality standards

achieved.

HUMAN RESOURCES AND ORGANIZATION

Details on Group employees at yezmd are reported in the following takle
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2022 31/12/2022 2023 31/12/2023

average % at yearend % average % at yearend %
Executives 40 1% 42 2% 42 2% 39 2%
White-collar 600 22% 626 24% 713 30% 704 32%
Bluecollar 1,801 66% 1,681 65% 1,386 59% 1,271 57%
Temporary 276 10% 233 9% 220 9% 204 9%
Total 2,717  100% 2582  100% 2,361 100% 2,218 100%

At the reporting date:

A Metering Division had 407 employees, of whom 86 in Italy and 321 abroad; in 2022 there were
383 employees, of which 94 in Italy;

A At Group level, employees in Italy numbered §38% of the total) while those based in other
countries numbered 1.38(5% of the total). In the previous year, these figures vwafe (35%
of the total) and 1.673 (65%f the total), respectively

Employer branding
With the aim of attracting the very best talent, SIT has established strong and fruitful collaborative
relationships with numerous Italian schools and universities laaslundertaken diverse projects and
initiatives.
Throughout 2023, the Company continued a research project titlBdiving the transition of
manufacturing firms towards customized, integrated solutions through smart pregskrvice systems,"
conducted in collaboration with the Department of Industrial Engineering and Management at the

University of Padua, which condied at the end of the year.

To facilitatethe meeting of students, recent graduates, and PhD students across the country, in 2023, SIT
participated in 15 events organized by Entities, Companies, and Career Services of Italian Universities.
Thanks to these recruiting events and participation amployer branding initiatives, SIT reached a total

of 1,794 candidates from various fields of study, 19% more than in 2022. The Company developed contacts
and collaborations with 35 Institutions, including Entities and Italian Universitiescipating in events
sponsored by the Career Services of the University of Padua, the University of Trento, the University of
Ferrara, the Polytechnic University of Turin, the University of Pavia, the University of Palermo, and the

Polytechnic Universitgf Marche.

Sme of the talents met during the employer branding and recruiting events were invited by SIT to
participate in digital assessments aimed at initiating curricular and extracurricular internship programs,

offering a concrete opportunity for training and gvth within the orgarzation.
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Finally to reducethe educational and skills mismatch, raising awareness about working in factories as a
dignified space for all professions, and addressing the gender gap in STEM disciplines, in 2023, SIT opened
its production plants to 149 students, a 162% increase coetptd 2022. These students, from technical
industrial and economic institutes in the provinces of Padua and Rovigo, as well as middle schools in the

area, had the opportunity to learn about the SIT production process up close and in detail.

People Attraction
SIT places particular emphasis on the Employee Value Proposition (EVP), the work experience as perceived

by employees and potential candidates, which is assessed based on the company's characteristics, its
brand identity, corporate culture, and the relatiship SIT has with its people. The EVP is first expressed
in the way SIT designs and manages the recruitment and selection process: open, inclusive, and free from

any discrimination.

On the company intranet, there is a section called "Career in SIT" dedicated to internal career
opportunities (job rotation) and the referral program for recommending candidates. Through job rotation,
SIT encourages professional development and fostergtabdity, capturing aspirations and offering new

challenges to people who are ready to take on a new role.

For all new hires, SIT offers an onboarding program called the Employee Journey, a gradual integration
into the business designed to provide a welcoming experience and support socialization within the
Company. A significant part of the onboarding prograndedicated to the induction plan, which was
strengthened in 2023 and fully digitalized through the enhancement of the custom application available
on the company intranet. SIT's induction plan consists of a "journey" organized into multiple
appointments,called stations, involving all new hires during their first 90 days in the company. The new
hire meets, through monthly and recurring appointments, the representatives of the different company
departments, thus promoting a good understanding of the compmaaiyucture and characteristics from

the very first days, as well as encouraging and facilitating socialization.

Total Reward
SIT's human resources management approach is oriented towards the Total Reward Strategy, an approach

that considers the multiple areas of focus where the company decides to invest strategically to incentivize

and reward the talent and performance of Sléople.
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Aligned with the Employee Value Proposition, the Total Reward Strategy clearly defines the guiding
criteria for human resource management processes and practizcesalance company goals with
employee motivation, increasperformance,improve employee engagement, anstrengthentalent

retention and attraction along four main directions:

1 People development

1 Compensation

1 Welfare and Wellbeing

1 Work environment

SIT's policies in this area are aimed at ensuring equal opportunities, supporting, and promoting a culture
based on meritocracy, equality, and respect for diversity, withitttader goal of supporting sustainable

personal growth and generating a positive, safe, and stimulating work environment.

People development

In 2023, development and training proposals remained aligned with the hybrid organizational model,
favouring various modes of participation, both -person and remote, thus ensuring greater
engagement and accessibility, even from different Group plants. In 2023, approximately 35,151 hours

of training were delivered across the Group, equivalent to about 17.5sholutraining per capita.

In 2023, SIT strengthened and enriched the training offerings of the digital acadenyJgkitlle
innovative platform that offers current, modern, and interactive training courses divided into
"modules” within broader programs, available in both Ital&ard English. Platform access saw an 18%
increase in users compared to 2022, with the user population growing by 14% compared to the launch

year.

Within the digital academy, three categories of content are developed: Corporate Culture, Individual
Development, and Group Compliance. The Corporate Culture section includes training proposals
accessible to the entire user group on company values, ethighlkustainable organizational culture,
through the creation of pathways that reflect the company's values in their expression and behavioural
articulation. The Individual Development proposals are personalized based on the individual's needs
concerning heir skill enhancement requirement§or the Compliance section, customized training

sessions are offered, internally developed on governance and compliance topics.
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Throughout 2023, various initiatives were undertaken to strengthen engagement in Sustainability, a

fundamental value for SIT, with a total of 420.5 hours of training delivered involving a total of 173 people.

Particularly significant was th@ast Track Training program: Sustainability Culture and Fuhald by

SIT's Mission Leaders. The webinars, involving 154 employees from the Research & Development, Finance
& Legal, and Supply Chain departments in three different sessions, aimed to share the sustainability
strategy, roles, and actions converging e t'Made to Matter" Sustainability Plan. Each session was
customized based on the participants, with an ad hoc structuring of the various topics related to the

departments and the skills of the audience.

Furthermore, thanks to the adherence to the United Nations Global Compact, SIT employees had
voluntary and unrestricted access to a wide range of online courses on ESG topics provided through the

United Nations Global Compact Academy, a platform managedtlji by the initiative's headquarters.

In 2023, the commitment of internal Academies under the Knowledge sharing format continued. The most
gualified employees made themselves available as internal trainers within the company, disseminating
their specific knowledge and skills to colleagues fatirer functions. The transfer of internal skills and

their capitalization are also planned for the benefit of colleagues in internship positions who, supported

by their tutors, experience work practice while continuing their learning process.

Compensation

SIT is committed timplementing salary review initiatives based on a meritocratic and objective vision
aimed at enhancing everyone's contribution and moderated by rewarding logics based on performance
and potential.

The tools of the Compensation system at SIT include:

1 Base salary & increase

9 Shortterm incentives (MBO and performance bonuses)

1 Longterm incentives (including instruments such as Performance Shares, Stability Pack, and
Restricted Shares)

1 Benefits & Welfare (supplementary health care, support for families and childcare)
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In its personnel management policies, SIT has always promoted stable ankhdting employment
relationships, also favouring contractual formulas that can meet the need for greater flexibility and

dynamism among its employees.

SIT adheres to the regulations in force in the various countries where the Group's production plants and

commercial offices are located.

The company recognizes the Trade Unions signatory to the national collatibreagreement and their
territorial representatives as natural counterparts in all negotiations and discussions, whether they are
aimed at economimormative management of work organizatioelated issues or maintaining

employment levels.

Since 2021, following the internationally recognized Global Grade System methodology, SIT has
implemented a banding structure for all strategic organizational positions within the Italian perimeter.
The implemented system allows for mapping and weightifighe company's roles within the Italian

territory and for most of the strategic roles located in foreign offices.

The SIT banding structure applied to Compensation systems allows for monitoring compensation levels
with reference to external competitiveness benchmarks and ensuring internal equity through solid and

objective criteria, guiding the remuneration adjustmembcess in dair and meritbased logic.

L.T.I¢ Long Term Incentive

On April 29, 2021, the Shareholders' Meeting of SIT approved the medium téelongncentive plan
(referred to as L.T .¢.Long Ternincentive), benefiting the employees of the Company and its subsidiaries,

as well as the Advisory Board. The plan involves the free allocation of a maximum of 794,479 shares of
the Company and is structured into (i) a Performance shares plan, where tloatedh of shares is
conditioned on achieving certain performance objectives; (i) a Restricted shares plan, where the
allocation of shares is conditioned on maintaining the relationship with the Company over a
predetermined period, and (iii) a plan for aies reserved for the Advisory Board, under which the
allocation of shares will be conditioned on the increase in the price of SIT shares over a predetermined

period.

As for the Performance shares plan, it 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, subject to: (i) the

continuation of the relationship betweethe beneficiary and the Group at the end of the allocation
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period; (ii) the achievement of performance objectives calculated with reference to the following: a)
Cumulative adjusted EBITDA over the thyear period; b) Adjusted net financial position at the end of

the period; ¢) ESG indicator, meaning the recagnibf a certain score by the EcoVadis certification body.

The Performance shares plan also includes aulpcglause of 1 year for the respective beneficiaries for a

certain percentage of the allocated shares.

The Restricted shares plan also has a threar duration, at the end of which the shares will be allocated
free of charge if, on the allocation date, the beneficiary's relationship with the Company or the relevant
subsidiary of the Group is still ongoiagd their status as a beneficiary has not changed, subject to what

is provided in the regulations regarding the usual definitions of good leavers and bad leavers

Similarly, the plan for the Advisory Board also has a tyess duration, at the end of which the shares
will be allocated free of charge if, on the allocation date, the beneficiary's relationship with the Company

is still ongoing and certain objectivesgarding the increase in the price of SIT stock have been achieved.

The L.T.I. plan, as conceived, aims to align the interests of various stakeholders in the medium to long
term, particularly shareholders and managers in top or strategic positions. The organizational scope
resulting from this initiative is significant withthe SIT Group, as the number of employees eligible for

the plan is particularly high, involving both Italian and foreign personnel.

Welfare and Wellbeing

In 2023, SIT strengthened its Welfare and Wellbeing policies by paying particular attention to the
protection of the physical and mental health of its employees, promoting initiatives with broad
accessibility and inclusivity that foster opportunities faldnce and welbeing. The promoted initiatives
have impacted areas such as increasing purchasing power regarding fringe benefits, facilitatiifework
balance, and fostering a climate of personal and professional health andeisi. Noteworthy is the
launch of the Parental Policy in March 2023, supporting parenthood with concrete initiatives and
measures offered during the prenatal period and immediately after the birth or the child's entry into the

family, until the child turns three, to facilitatéaé return to work and worltife balance for its people.

Regarding family support, another safeguarded dimension, SIT's partnership with the ISTUD Business
School has been added to what has already been consolidated in previous years. This tangible benefit
ensuredavourableconditions for the children and siblings of employees to access the school's specialized

Master's programs.

2023 AnnuaFinancial Report
51



5ANBOG2NRAQ wSL

WELFARE

The company confirms its support for the purchasing power of employees and their families by further
strengthening the share of flexible benefits on top of what is consolidated by the National Collective Labor
Agreement (CCNL) and in addition to the alreaginforced welfare portfolio from previous years. The
strengthening of corporate welfare policies, as a tool to support families, is a concrete sign of social

responsibility, especially in the current sogconomic context.

The welfare budget available to SIT employees can be utilized through the Edenred platform, which offers
a wide range of services through which employees can use their welfare credit for themselves and their
family members. Additionally, during the yedmwas decided to further expand the basket of services by

focusing on those that employees themselves have shown the most interest in.

¢KS &l SIHfGK CdzyRé KlFa |taz2 o0SSy YIRS | @FLAtlrotSzE |
expenses for care categories previously not covered, expenses for medications arttiesveunter

drugs, and medical devices that were not previously gaired. Additionally, employees can benefit from

a wide range of affiliated healthcare professionals throughout Italy. To address the rising costs of utilities,

the option to request reimbursement for household utility expenses using one's welfare porifas

been added.

WELLBEING
As part of the initiatives to promote the wdlkeing of people at SIT, to ensure support in managing and
preventing stress and to foster better personal and emotional balance, several projects were carried out

in 2023 under the framework of the SIT Pedptegram BE.

The primary goal remains to facilitate engagement with disciplines and techniques that enable individuals
to recognize their cognitive and physical resources in relation to their state of balance, as well as to

emphasize the centrality of the individualdtheir welltbeing.

The three categories of initiativesWellness in the Workplace, Wellness in Action, and Wellness in Flow

were launched in 2022 and consolidated in 2023 with the initiation of structured programs.

{GFNIAY3 FNBY WIydzaZ NE HnHoX GAGKAY GKS 2SffySaa
9Y2UGA2yaé ASNBAOS POFHAfIo0f SO ¢KAA &SNIWAOKRNA RSRA
through freely accessible sessions for all SIT employeelsiding both whitecollar and bluecollar

workers across the Group. These are individual online appointments with a professional psychologist who
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provides support for discomfort with the aim of emotional balance and guidance. A professional is
available for free, digital, anonymous sessions. The service is uniquely accessible in both Italian and
9yt AaKYE gAGK (KS L e 0K acanmddatd p@rdonreldocated in el Grdupise & OK

foreign branches.

Work environment

The project for the new SIT Headquarters, located just a few meters from the historic offices, involves a
dual intervention aimed at creating a technological campus that is modern and designed to embrace the
future. This campus will feature indoor and oatit spaces that respect the environment, people, and the

local community.

The first phase, completed at the beginning of 2024, resulted in the construction of an entirely new
technological building. This new architectural structure with its sinuous fonmasembling a spaceship

is named S_Lab and houses the Research and Deveatbmlapartment. The second phase, currently
nearing completion, involves the redevelopment of the industrial production warehouses, which will
accommodate the executive offices and laboratories. These spaces are characterized by great flexibility

to meet diferent work needs.

The project places significant emphasis on environmental sustainability, with a particular focus on energy
efficiency. A photovoltaic system will produce part of the renewable energy needed to cover some of the
company's energy requirements, while the eviments will be climateontrolled with highefficiency

renewable energy systems, additionally recovering heat generated by boilers active in the R&D
laboratories. The lighting systems will be managed intelligently through advanced technologies to reduce

energy consumption, thereby contributing to the company's sustainability.

The SIT campus symbolizes and promotes social sustainability, beginning with functional access for people
with different abilities Attention has also been given to the design of the interior environments, following

a sustainable approach that synergizes with the social aspect, respecting the various business and
personal needs of those who work at SIT. The spaces, their distribatidrtheir furnishings have been
designed in continuity with the hybrid organizational model, characterized bgitenpresege and

remote working. The management of the spaces is automated through reservation systems accessible to
all employees, for various locations and across all locations, made recognizable by equipment and

capacity.
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Sustainability Culture
For the Group, it is essential to adopt and promote a culture of Sustainability, understood astartang

commitment toevery aspect of the company's activities, from product design to resource management,

and relationships with employees, customers, and partners.

In particular, SIT is committed to minimizing the environmental impact of its activities, adopting
sustainable practices for resource use, fostering a culture of diversity and inclusion, and working to

improve the social and economic conditions of the cammities in which it operates.

SIT's journey towards sustainability began with redefining its Mission and Vision, constructing the Green
Paper, and establishing Sustainability Governance. These actions have gradually led the company towards
achieving significant projects and milestonssach as joining the United Nations Global Compact and

receiving various awards and recognitions in the ESG field.

To raise awareness and engage employees in the UN Global Compact initiative, the year started with a
series of webinars about SIT's adherence to the program. These webinars were held during working hours,
were voluntary, and offered in two languages, wille aim of informing and sharing SIT's international
commitment with all employees, and raising awareness about the importance of a sustainable global

economy and Corporate Social Responsibility.

In honour of the "International Day for the Elimination of Violence Against Women," celebrated annually
in November, SIT reinforced its commitment through both physical and online initiatives focused on
information, training, and awareness on the topice$a initiatives provided an opportunity for reflection,
fostering dialogue and discussion through projects involving both the Italian and international plants of
the Group. SIT declares zero tolerance towards all forms of violence and discriminatiohr@ghout

2023, it shared its stance through internal and external dissemination activities directed at key

stakeholders.

Embodying one of the company's values, "Lead by Example," in 2023 SIT designed two programs aimed
both internally and externally to share and raise awareness on sustainability topics. The Sustainability
Corners held in June involved the Italian plants whhaim of sharing ongoing sustainability projects and

thus generating greater culture and awareness of environmental and social sustainability, with a particular

focus on multiculturalism.
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"SIT Supplier Suite" is the name of the monthly newsletter sent by the Supply Chain department to the
suppliers of the Heating & Ventilation division throughout 2023. This initiative sees SIT sharing the most
significant aspects of its internal projectsdathe Sustainability journey it embarked on in 2018, in line
with its origins, history, and values. This informative program, through short textual and video content,
narrates some of the sustainable activities SIT is working on, aiming to stimulate ratierlon to

sustainability as a value and concrete action, sharing its vision of the future.

Every day, SIT strives to engage its people and promote the dissemination and sharing of sustainability
values and best practices through initiatives designed to make SIT and its activities a sustainable and
responsible place. In 2023, materials, columwepinars, and specially organized events were made

available to employees, with the goal of raising awareness and enhancing knowledge of ESG topics.

Diversity, Inclusion and Equal Opportunities
SIT is committed to ensuring respect for equal opportunities and recognizing national and international

laws in conducting its activities to support and promote, with its internal extérnal stakeholders, a

culture based on meritocracy, equality, and respect for all kinds of diversity.

SIT adheres to, shares, applies, and supports the set of 10 fundamental principles established by the UN
Global Compact related to human righehourstandards, environmental protection, and aatrruption

efforts.

In 2023, in line with the declared objectives of the "Made To Matter" Sustainability Plan, SIT further
strengthened its corporate policy framework in the ESG area. The company published three policies,
approved by the Board of Directors, aimed at protegtthe rights, equal opportunities, inclusion, and

diversity of all people acting in the name or on behalf of the SIT group:

1 Human Rights Policy

1 Code of Conduct (updated in 2023)

71 Diversity & Inclusion Policy
Through the adoption and dissemination of these three policies, SIT takes another step forward in the
concrete implementation of its values, establishing rules and safeguards to enhance human capital in its

precious breadth and variety. This commitmenteefs the strategic role that diversity and inclusion play
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within a management style aimed at valuing individual contributions in work groups, fostering a

collaborative, inclusive, and respectful work environment.

Certification of Gender Equality
As part of the "Made To Matter" Sustainability Plan's objective, SIT achieved the Gender Equality
Certification for the Group's companies in April 2023, according to the UNI/PDR 125:2022 reference

practice.

This certification attests to SIT's entrepreneurial orientation, which is founded on valuing people and their
work, providing an environment where everyone can pursue their ambitions and realize their potential in
an inclusive and equitable context. Indtus, support for diversity, and gender equality are seen as values
that form the basis for creating a balanced work environment, grounded in meritocracy, where the

corporate culture can be a strategic element capable of generating value.

The certification, valid for three years and issued by the certification body Kiwa, aligns with the "Made
with Care" pillar of SIT's Sustainability Plan, dedicated to Social Responsibility. It is the result of a
structured journey towards equity, equalitgnd inclusion, demonstrating the company's excellence in all

areas covered by the certification.

WorkergHealth and Safety

Among the topics that SIT considers of primary importance are the health and safety of workers, which
are protected with the objective not only of complying with curreagulations but also of constantly

striving to improve working conditions. This commitment is realized through careful management aimed
at ensuring each employee a suitable work environment and working conditions that respect individual

dignity.

Information, training, and instruction conducted by expert personnel, both internal and external to the
company, are of extreme value, contributing to added awareness. Specifically, in Italy in 2023, numerous
training courses were conducted on safety, leahnd emergency managemenmobtalling approximately

2,675 hours, reaching a total of 14,714 hours worldwide, which is 46% of all training provided.

Regularly, both in Italy and abroad, there is periodic monitoring of risks and assessment of accidents to

prevent incidents and continuously improve health and safety conditions at the various group sites.
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Additionally, the company continuously plans and carries out maintenance and improvements to

equipment, structures, and production processes.

The Group maintains constant constructive collaboration with workers' representatives, with whom
periodic meetings are scheduled to jointly analyze risks based on health and safety hazards. During these
meetings, improvement measures are shared and implet@@, taking organizational changes into
account. In all SIT Group plants, there are joint committees composed of worker representatives and

company representatives that address and manage health and safety issues in the workplace.

Industrial Relations
SIT considers its employees a crucial resource for creating value within the organization and a

fundamental factor for its success. In its personnel management policies, SIT has always promoted stable
and longterm employment relationships, alséavouring contractual arrangements that meet the

employees' needs for greater flexibility and dynamism.

For managing industrial relations, SIT adheres to the regulations in force in the various countries where
the group's plants and commercial offices are located. The company recognizes the trade unions that sign
the national collective labour agreement atitir local representatives as the natural counterparts in all
discussions and negotiations, whether they are econemoignative in nature aimed at managing work

organization issues or maintaining employment levels.

Industrial relations occupy a significant space in human resource management, considering the
geographical spread of SIT's activities both in Italy and abroad. Within the pursued business strategies,
SIT's primary objective is to enhance work, professiqualifications, and improve employee satisfaction
levels, all within the framework set by legal and contractual regulations. Achieving these goals is strategic,
with the involvement of trade union counterparts in an increasingly functional system oftifalus

relations aimed at achieving beneficial results for both the company and the employees.

SIT, while adhering to the provisions of the national collective labour agreement (CCNL), supports the
importance and centrality of the right to information as an essential element of a correct and transparent
system of industrial relations. This systerhased on the method of dialogue and preventive information,
with mutual recognition of roles, prerogatives, and competencies. Emphasizing the importance of this

principle, SIT defined a model of industrial relations in the past year with monthly meetitigall the
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union representatives (RSU) present in the company, particularly addressing issues related to safety

development plans, including the implementation methods of these plans concerning work organization.

Regarding the production plants in Italy, in addition to the application of the national collective labour
agreement, almost all employees are ensured additional coverage through stsaithargaining, which

aims to enhance worker involvement in achigyihe specific goals of each plant.

Over 90% of the Group's employees are covered by collective bargaining agreements.

SIT Foundation
The SIT Foundatiog Sport Inclusion Talent Ets was established to shape SIT's social commitment by

creating and promoting educational projects through sports. It became operational in 2023 with various
events and projects carried out throughout the yeBine dialogue initiated with institutions and the world

of associations immediately accredited the SIT Foundation as a significant interlocutor in the Third Sector.

The Foundation aims to be a home away from home, a place where people can engage in sports, study,
and spend time together in a safe, healthy, and stimulating environment. In doing so, the following

objectives and areas of intervention have been identified

1 Offering services to families

1 Addressing educational poverty

1 Combating school dropout

1 Promoting healthy lifestyles

1 Fighting sedentarpehaviourand childhood obesity
The SIT Foundation was officially presented on May 9 with a launch event featuring Sara Simeoni, Olympic
champion and former world record holder in the high jump. Besidsstutional guests, the event was
attended by boys and girls from the main athletics clubs in Padua. The hashtag chosen for the event was
#RaiseTheBar, teaching young people to aim high, like Sara Simeoni, an icon not only in sports but also in
society,a model of female empowerment through sports, and a representation of the Italian ability to

overcome obstacles without losing their smile and kgkartedness.

In the summer, the SIT Foundation participated in the Summer Camps organized by the University Sports
Center (CUS) of Padua. Through the agreement signed with CUS, the 2023 edition was the most successful

in the 3tyear history of the Summer Camps. In diddi to overwhelmingly positive feedback from
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families, the numbers certify the highest participation ever: 1,062 children and teenagers participated in
the activities,totalling 2,819 weeks booked. Among them, 23 children and teenagers with disabilities
participated for free thanks to the CEI (Inclusive Summer Camps) project. The Summer Camps were active
for 12 weeks (with only one week off during mAdigust) and involved both @ Padua locations. The SIT
Foundation contributed to the 2023 Summer Camps by providing uniforms for all instructors and
participants and ensuring daily creative workshops and school return assistance with the "Back to School”

initiative through educators frontBottega dei RagazaCooperative.

Starting in September 2023, SIT Move, an adt#rool service combining homework assistance, sports,

and play in the same equipped space and green area, was launched in collaboration with CUS Padua and
oBottega dei RagazziThe target audience is primary school children and lower secondary school students
(ages 614), who are welcomed every afternoon from Monday to Friday within the CUS Padua facilities by

educators and instructors with the opportunity to use study roomd aports facilities.

RISK MANAGEMENT POLICY

The Enterprise Risk Management (ERM) process is an integral part of the group's Internal Control and Risk
Management System (ICRM$t is carried out every six months according to a consolidated model
(Enterprise Risk Modglwhichprovides for a groupvide risk assessment over a time horizon consistent
with the Company's muhlyear strategic planThis involveshe main company departments/functions.
The risk assessment @@nducted based ofimpact/probability parameters definedhy a matrix (Risk
Scoring Scale) thatlassifies riskinto major and minorcategories This approach ensuref) greater
timeliness and incisiveness in the identification of riskg; a more assiduous frequency in follays
activities related to the remediation plans agreed upon with top management; (iii) greater compliance
with risk mitigation needs following the strategic objectives defined in the Strategic Plan.
The current model provides for the following maarategories of risks:

External risks

Strategic risks

Operational risks

1
2
3
4. Legal & Compliance Risks
5 ESG Risks

6

Financial risks
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Starting from 2022, potential riskelated to the achievement of the group's Sustainability Plan ("Made
To Matter") objectives, and more generally, aspects related to Environment, Social, and Governance (ESG)
issues, were also subject to specific analysis. Therefore, for coordinatiorheiroup's NFS, these risks

are included in a new category (ESG risks).

Per the model described above, the following activities were carried out in 2023:

1. risk assessmeng, aimed at identifying and assessing new emerging risks, as well as defining
appropriate "mitigation plans”, where deemed necessary;
2. follow-up ¢ aimed at updating the impact/probability assessment of the risks identified in

previous sessions, also based on the progress of the related "mitigation plans".

The results of ERM's activities were presented first to the Control, Risk and Sustainability Committee and
the Board of Statutory Auditors and, subsequently, to the Board of Directors, so that the Board of
Directors can use them as a fundamental tool irfilag the guidelines and coordination on risk

management, as required by the ICRMS.

Country Risk

Given its international presence, SIT Group is exposed to thalkm country risk, i.e. the risk of possible
changes in the political and soeg@onomic conditions of a given geographical area. However, this risk is
mitigated by adopting a policy of diksification of businesses by product and geographical area, allowing
the risk to be balanced at the Group level.

The location of a production hub in Tunisia of the SIT group, which supplies electronic boards and
mechanical components to the Heating & Ventilation and Smart Gas Metering Business Units, exposes the
group to risks linked to the country's political andtitutional instability, aggravated by the economic
crisis. Currently, the Tunisian situation is at tieeterof economic and political debates among European
governments, which are pressuring the International Monetary Fund to provide a loan to stétdize

country's economic situation.

In any case, the group continues to closely monitor political and economic developments, supported by a
network of contacts and relations with business communities and international and local institutions. It
should be noted, however, that in the localizat policy in Tunisia, efforts have been made, where

possible, to implement a double sourcing logic. This allows local production to be started within a
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reasonable time at other Group offices or with other suppliers if production is interrupted due to the

country's contingent situation.

With reference to the impact of the Rusdikraine and Middle Eastonflicts the impacts on the
operations of the SIT group are being continuously monitored. Although the group does not hold direct
investments irthesetwo countries, the risks monitored can be traced back to two areas, both pertaining

to the Heating & Ventilation segment:

- from a commercial point of view, as of Jai, 2022, the Company has limited its direct relations with

Russia only to Heating & Ventilation products for which no sanctions are in force

- from a supply chain point of view, the production of electronic boards for the Heating & Ventilation
segment is taking place regularly in the plant of a US multinational supplier located in Ukraine near the
western border. To mitigate supphglated risls, the Company has reduced its purchase quotas and
launched an insourcing plan for electronic boards, which is proceeding as planned to reduce operational

and business continuity risks.

Strategic Risks

Innovation

The SIT Group operatesrirarket sectors characterized by high competitiveness in terms of technological
innovation of products, confronting, in this context, with multinational groups. While the SIT Group is
exposed to risks associated with technological evolution, its abiligoteectly interpret market needs

can translate into opportunities by offering innovative, technologically advanced, and competitively
priced products. To maintain a competitive advantage, SIT invests substantial resources in both research

and development etivities on existing and new technologies.

In 2023, the Company continued its efforts to seek and define external collaboration agreements to access

specialized resources and accelerate the development of new products. Notable developments include:

- the strategic agreement, signed in November 2022 a leading operator in the Water Metering (GWF)
sector to establish a joint venture for developing and producing an ultrasonic water meter. This was
followed by the signing of the Joint Venture Agreementqmil 20, 2023, leading to the incorporation of

"Aguametric Solutions, S.A." under Portuguese law on January 15, 2024.
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-the corporate agreement to acquire a minority stake in UpSens, an SME specializing in developing devices
for monitoring indoor environmental parameters, both standard and custom, with specific expertise in air

guality. This was finalized on January 1022

- the establishment, on July, 2023, of Hybitat Srl, the joint venture of SIT andoiato developa new

hydrogen generation and storage system for residential use;

- the partnership agreement signed with Panasonic Industry in Novemberf@a0@avelopinga complete

fan solution designed specifically for residential heat pumps

- the strategic industrial transactioto establishSIT MBRimingto position itself as a European leader in

the design and production of fans for cooker hoods, induction hobs and pellet stoves through the
development of innovative products with high energy efficiency, an operation whicbeaemberl3,

2023, led to the signing of the Investment Agreement according to and for which SIT will become the

holder of a stake in the SIT MBT equal to 70% of the share capital.

The consolidated policy of collaboration with leading universities and research cqraetisularly in the
STEM areaontinues Thenew R&D laboratories at the new headquarters became operationehrly

2023.

For risks relatedo innovation arising from the energy transition, please refer to the sealivBSG Risks

¢ Climate Change for a comprehensive description of the management policies implemented.

Operational risks

Supply chain
In recent years, global eventich asthe pandemic, geopolitical instability from the RusSieraine
conflict, and tensions between the United States and China in the Paaifing withinflation recovery

linked toenergy pricevolatility, have led to a reassessment of the supgbigtin's role withirthe Company.

The new management paradigaims to secureomponents, materialsand services at the right price, on
time, and with high qualityvhile promoting ethics and sustainabilitgevelopingstable relationships, and

ensuring innovation and technological development throughout the supply chain.

In 2023, the supplier management process was consolidayedpplyingeSG criteria in the engagement,
evaluation and selection phase3heCompany has defined appropriate policies fieanagingsuppliers

to increase contractual coveraged maintain more transparent, stabland clear relationships, in line
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with the SIT Code of EthicBo measurébusiness conduct anedngagesuppliersproactively SiTchose

EcoVadis to assess the sustainability of its supply chain.

During 2023, the risks associated wittmponentprocurement that characterized the 2022 financial year,
particularly inelectronics, decreasedrheCompany offset the related higher costs through appropriate
pricing policies towardsustomerslt should be noted, however, that due to the high inflation rate that
characterized 2023, the risks of higbst volatility of various product categories and, in particular:
electronic components, batteries, and certain industrial metals such as stegbakgingn general,
remained unchanged. As far as the impact of the cost of energy is concerned, it was lower than initially

forecast, with a reversal of the market trend and reference prices.

It should be noted that the phenomenon of the shortage of electronic components, which had heavily
affected supply activity during the 2022 financial year, appears to have been almost compst#ied
in 2023, allowing purchasing policiesr&urn to ordinary supply channels. However, the sector continues

to experiencevery long delivery lead times.

Giventhe above and the currently visibfature prospects it cannot be ruled out that market trends in
raw materialpurchaseprices, particularlygnergy maynegatively affecthe Company's business, income

statement, balance shegtinancial position, results of operatioyesnd prospects.

Business interruption

Business interruption refers to the risk of production sitescoming unavailablegr their business
continuity being compromisedSITmitigatesthis risk through a business continuity procedtiat aims
to reducethe probability of occurrence and implement protections limit their impact. Mitigation
actions include diversifyinguppliers, creating consignment stock and using suppliers physically

contiguous to the production plantshere possible

To furthermitigate anyrisksfrom business interruption events, the SEfouphas longmaintaineda

special insurance poli@overingthis risk.

Product Quality

SIT considers the risk associated with the marketing of the product to be of fundamental importance, in
terms of quality and safety. The Group has always been committed to mitigating thilsrasigh quality
controls both on the internal production process and on supplialsngsideerror prevention activities.

These activities aim to preveptoblems before they occur, using specific robust design methodologies
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such as Failure Mode & Effect Analysis (FMEA), Quality Function Deploymerar{@AbBvanced Product
Quality Planning (APQP).

Between 2022 and 2023, the Company implemented a new Quality organizational structure, based on the
figures of the secalled "platform quality managers”, professional figures specialized in the individual
business segments (electronics, valves and systéams and flues, metering), who guarantee the

application of high product quality standards and are responsible for homologation and testing activities.

The Company pays particular attention to compliance issues related to the use of hazardous or polluting
substances in its production processes and products, also with reference to its supply chain. For this
reason, SIT completed in 2023 a management sysi@iadMaterial Trade Compliance (MT@)portal

for interaction with the supply chain for monitoring the compliance status of SIT products. To date, MTC
allows to cover the compliance issues regulated by the SIT 4900000 standard in the context oflibe Con
Minerals regulation, the REACH and RoHS directives, the US Toxic Substances Control Act and an
additional set called SIT Restricted Substances that allows you to monitor potential future criticalities in

the procurement.

Legal & Compliance Risks

Compliance with regulations and laws

SIT is exposed to the risk of not promptly adaptingetolvinglaws and regulations iits sectors and
markets Of particular importance are the rules applicable to the Parent Company as a company listed on
the Euronext market of the Italian Stock Exchange, as well as the regulations on intellectual and industrial
property rights competition, health and safety of workersnvironmental protectionand the processing

of personal data under European Regulation 2016/679 (GDPR), administrative liabilitytitigfs en
(Legislative Decree 231/01), protection of savings and regulation of financial markets (Law 2&2405),

EU and national antitrust legislation

Tomitigate these risks, each company function oversees the evolution of relevant regulations, making

use, if necessary, of external consultants.

The Parent Company, as an issuer listed on Euronext Milan, has consolidated its corporate governance
system by adapting it to the provisions of current legislation and best market practices, both in terms of

roles, responsibilities and committees, and énmhs of procedures and policies.
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Contractual risks

With regard to the management of any disputes, the Company's Legal Department periodically monitors
the progress of potential or ongoing disputes afefines the strategy to be implemented and the most
appropriate actiongor managing them, making use, if necessaryeatling law firmsompetentfor the
various jurisdictions wher¢he variousGroup companies are basedhis involves relevantompany
departments andforeign companymanagers The Administration, Finance and Control Department
conducts appropate assessments regarding these risks and their economic effects.

Alignedwith its Governance objectives linked to the Sustainability Plan ("Made To Matter"), the Company
has strengthened its compliance framework with laws, regulati@ml best practices through the
drafting, publicationand dissemination of a new Group Code of Ethics and new procedures and policies

in various areas (human rights, environment, stakeholder engagemeny, etc

Insurance Coverage

During 2023, the Company, in collaboration with its insurance broker, continued monitoring and assessing
the types of risk deemed relevant for insurance purposes anddverageopportunities offered by the
market, confirming the ongoing insurance structuf@overageof main risks such as thigarty and
employee liability, product liabilityand civil liability of directors, statutory auditors, executivesd
managers has been renewed for all Group companies through international insymagrams. Thialso
includesdamage to company property, including damage causegrbgluctioninterruption, as well as
goods during transport anémployeerelated damages during dutgerformance Other policies have

been taken out locally to protect specific needs andzomply withlocal regulations.

Duringthe fourth quarter of 2023, the Compaxgrried outa scouting fothe assignment athe insurance
brokerage assignmentDuring the scouting, in which the thremain insurance brokers on the
international market participated, all existing insurance coveragas again analyzednd any
implementationswere analyzedAt the end of this scouting, the brokerage assignment was again

entrusted to the brokeof the previous years.

ESG Risks

Climatechange
The risk relates to thpotential consequences of climate change on SIT's activities, assessed from a dual

materiality perspective.
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Onthe one hand, the possible impacts of rising global temperatarast be considered in relation the
evolution of the Company's businesgth particular reference to the soalled"transition risk$, related
to:

A introduction of new regulations and product standards

>

developmentof new technologiesisingalternative energy sources to gas
A evolution of market demand towards applications with reduced CO2 emissions and/or high

energy efficiency.

Additionally,"physical risksassociated withhe increased frequencyf catastrophic natural evente@.,
floods, droughts, earthquakes) that cotldve animpacton the group's business continuityeed to be

assessed

SIT has beeaddressingheserisksthrough constant monitoring athe evolution ofsector regulations
also being presenand participatingin the debate of theregulatory bodiesof the sectors in which it
operates, both nationally and internationally, in a constantlialogue withthe main stakeholdersof

reference

The developmentof new products and solution®llows eco-designprinciples, with a strong focus on
carbon footprint andbverallenvironmental impactSIT products are designed for alternative combustion

sources to gassuch atydrogen and biomethane

Businessstrategies and marketesponsesare oriented towards new sustainable technologiegth
significant investments in these areas through technologieainerships andliversification into market

segmentdike controlled mechanical ventilation and heat pumpgich emphasize sustainability

Regardingphysical risks, the Company hedopted appropriateemergency management procedurts
protect business continuityRisks of this typeare constantlymonitored through property& business

continuity risk assessmentwjth the use ofspecialized consulting firms in the insurance sector.

Thesecond perspectivaglating to the assessment of risks related to climate change, concerns the way
in whichthe Company camtervene in the fight againstlimate changewith concreteactions thatcan
reduce the impact of its operationsn the environment, decreasinigs carbon footprint and-educing
emissions and consumptio€ontributing to an overall improvement in the wb#ing of thecommunity

through the adoption of strategies in line with tlodjectivesset by the international community

In this contextSITcan certainly be considereat the forefront of its sectobecause
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A certified its product carbon footprint measurement system according to 1ISO 14067:2018 and
verifiedthe organization's carbon footprint (GHG inventory according to ISO 11@&indards
A introduced CFP (Product Carbon Footprint) measurements in the developprenedure of its
products as a fundamental stepombining environmental impact with economic and financial
assessments
A outlined a multiryear plan to reduce CO2 emissions (scope 1 and 2) in lingheitbbjectives of
the European Community
A has outlineda multiyear plan to reduce CO2 emissions (scopey3)orking orspecific projects
andproviding forsubstantial involvement of its value chain
The Companygoes not see angignificant consequences the medium termon the development ofts
business, having alreadgken into account the possible evolution of tdemandfor its products and

solutions as part ats strategic planningcarrying out appropriatecenario analysis.

With reference tdongterm scenarios, the Compaiscloselymonitoringthe evolution of thedebate and
regulations gspeciallyin the European Union, related to the energy transititire outcomes and impacts

of whichon the Company's business are curremtty entirely predictable.

The Companwill continue toanalyze thepotential risks associated with the energy transitiomocess,
functional to the preparation oits strategic plansin linewith the evolution of the relevantegislation

andthe objectives set bits Sustainability Plaim this area.

Specifically, the business plan, referring to the 2Z0DR7time horizon, incorporates the expected
downsizing of the domestic gas heating market and the development of new products in growth sectors,
such as heat pumps, controlled mechanical ventilatiod hood ventilation, which exploit technologies

and markets already covered by the Group and which require specific investments for product
development. Similarly, growth is expected in product or market segments where combustion will remain
prevalent (comrmercial applications, both methane and hydrogen); finally, the plan reflects an expected
recovery of the US market, on the horizon of which there do not yet seem to be restrictive regulations

related to applications that use gas as a fuel.

The development guidelines of Metering, both Smart Gas Metering and Water Metering, are equally
defined and based on the important investments that utilities in the sector are planning and making for

the digitization and modernization of distribution netws.
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This was carefully considered in the main estimation processes that involved the valuations carried out in
the preparation of the 2023 financial statements. In particular, it is believed that the main balance sheet
items affected by the risks associatedtiwtlimate change are goodwill, other intangible assets and

tangible fixed assets, in particular those used for the production of certain product families.

With regard to Goodwillthe verification of any impairment losses arising from the impact of climate
change was carried owtith the impairment tests, incorporating in the estimates of future flows, the
uncertainties related to the legislation governing the domestic heating appliances sector. In particular, in
the Busines$lan, the assumptions on market trends, sales assumptions and strategies to react to the
expected reduction in turnover of traditional products have been explicitly set out and aligiledhe
objectives linked to current legislation that encourages the use of appliances based on sustainable energy

(decarbonisation of the sector).

With this in mind, it should also be noted that the item "Intangible assets under construction" also reflects
the internal development of new products that the Group is implementing. As part of the Heating &
Ventilation division, these are components inted for applications to support the decarbonisation of

the sector- such as fans for electric heat pumps, as well as combustion control systems enabled to manage
different types of gases including biomethane and hydrogen. In Metering, these are developosént

for new families of smart meters.

The impact of the Climate change risk on the value of property, plant and equipment is attributable to the
risk of obsolescence linked to technological transition processes, for which a more general assessment of
the production footprint is underway withhie aim of defining the most appropriate ways to cope with

the expected reduction in production volumes of traditional products. In general terms, however, it
should be noted that in most cases these are assets that have already been depreciated or hssets w
residual useful life does not exceed the possibility of their use in the current production context, given the

market prospects over the Plan horizon.

With reference to the impact of the "physical” risks of Climate change on the value of tangible fixed assets,
attributable to insurance policies with regard to any impacts deriving from extreme weather events,
specific assessments have been made fromiisarance point of view which include, by way of example,

damage from atmospheric events such as frost, flooding, floods, landslides and hail.
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Riskof environmental impact
The main risks in this area relate to theanagement of the companyactivities,also with reference to

the value chairconsidered as a whole.

The assessments include impact dimensions related tcetlwution of environmental regulations, the
monitoring andcontainment ofpolluting emissionghe management oénergy consumption anthe use

of naturalresources, the correananagement and disposal/reusé¢ waste

In this regardSiTguaranteesstrict compliance with environmental regulations in e countriesin
which it operatesThegroup'smain production sites are environmentally certified (ISO 14001:paia8

the Rovigo diecasting plant has an Integrated Environmental Authorization.

Environmental risks are monitored at all levelsthe organizationthrough the operation of special
structures and proceduredesignedto ensure compliancevith regulations and the management of
periodic checks and monitoring contrplfor the performance of which SIT resorts to the use of
independentlaboratories and certification bodieso guarantee the validity of thdata collectedand

compliancewith regulations

SITis subject toperiodicaudits by theenvironmental supervisorguthorities, which are carried out in a

regime of full transparency and effective cooperation

The Company has historically been committed to reducing emissions, improvinghe
efficiency/optimisation ofenergy consumptionrecycling and reusinthe resources used iproduction

processes.

Also in this case, the Company's levaiigif is medium/lowalso in consideration dhe positiveoutcome

of the audits conducted periodically by teapervisoryauthorities

Looking aheadthe Company is in lingvith regulatory and international standardbat require the
adoption ofmeasures to reducés environmental impact, whicltan be considered correctlizedin

relationto the environmental impacgenerated

Protection ofhealthandsafetyin the workplace
The risk assessedlatesto SIT's failure to adopt appropriate policies and actions to safeguard the health

and safety of Group employees and collaborators.
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SITis equipped withan organizational safety structurthat reflects the requirements ofhe most
advanced managemerdystems. The samprocedures and principlesf conductapply to the entire
perimeter of theGroupas apply to the perimeter of thialian production siteswhich aresubject tothe

moststringent regulations.

InMay 2023, following changes in the group's organizational strucitiubecame necessary to update the
security organization chafor SIT S.p.A. The Company Appointed a new Employer pursuant to art. 2,

letter b) of Legislative Decree no. 81/2008 and its Delegates.

Eachsite hascompany representatives dedicated to Health, Safety & Environifi®Ejnatters. Inltaly,
these representatives areoordinated by the Employeas perLegislative Decree 81/20Q8At the
international level, the activities of these structures are coordinatedheyGroup's HSE Managevho
carries out periodic inspections in order to enswampliance with local and international regulations,
carry outspecific trainindor local representativesanddefine and implement appropriatask mitigation

plansin the event ofnon-conformities detected.

The entire safety management system ssipported bythe presence of the appropriateertifications
issued by thdocal supervisory authoritiesn the definition and execution afafety plans, andn specific
tools for reporting, analyzing, evaluating, managing, sharing and repdftorg the production plants to
the Parent Company) gfotentially relevant conditions and everasid/or aspects that can be improved

in the healthfield, safety and environment.

Absolute importance is given to thgrevention of accidentsby regularly organizing training atud

refresher courses for workemn the subject.

Over the years, SIT has not identifitiirough the activities described above, any particaldical issues
related to thistype of risk andconstantlyworks to improve and monitothe working conditionsof

employees and collaborators, whiteaintaining a low risk profile.

Humanrights
The risk relates tpotential violationsof Human Rights the context of theactivitiescarried out by SIT,

with extensionto the monitoringof the policies and actionadopted bythe Group's main stakeholders.
SIT continues tovestsignificantlyin the revision ofts ESG policy framewark

In this context, particular attention was paid to the issue of respecHoman Rights, newly included

among the material issues of the NFS, BiThis sensehasprovided
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A to renew its Code of Ethicspaying particular attention to theespect and protection of
Fundamental Rights within the value chain
A the drafting and publication of the group4uman Rights Policy

A the draftingand publication ofa policy dedicated to diversity and inclusion (Di&sues.

Joiningthe United Nations Global Compact in October 2023 a further step in the commitment to the

full implementation ofprinciples related to social, environmental and acairruption issuesTo fulfil the
commitment undertaken by joining the framewoIT is required to communicaie its stakeholders the
progress and resulschieved in relation to the 10 principles of the Global Compact. This reporting, on an
annualbasis, is required through the compilation of the-caledCommunication On Progse (COP), a
guestionnairebuilt ad hody the Global Compact managemeatallow all member companies to provide
their stakeholders with an overview of their commitment in relation to the fundamental values of the

initiative. In December 2023, SIT submitted its first QO&s maintaining its "Active" status.

In 2023, SIT ensurdke full adoption and dissemination of the aforementioned policies within the Group,

monitoringtheir results through appropriate KPIs.

SIThasalso completed the "equal opportunities certification" procgagsuant to UNI/PdR 125:2022,

issued by the certifying body Kiwa. This certification, which is valid for three years and is subject to annual
monitoring, has seen SIT be virtuous in all six areas that the certification investigates: Culture and Strategy;
Governance; HR processes; Opportunities for growth and inclusion of women in the company; Gender

pays equity and protection of parenthood and walite balance.

Active andpassive corruption
The risk relates tthe adoption ofconductthat leadsto corruptionoffencescommitted by SIT employees
and collaborators oiits relevant stakeholderdn the context ofthe management oEompany activities

andor in the context ofbusiness relations.

The Company, in generagdopts a zerdgolerance approach t@orrupt attitudesand hasprepared and

adoptedappropriate policies and procedures to prevent riskshis nature.

The Italian companies in the Group have adopt€&€rganizationgl Management and Control Models
following the provisions oLegislative Decree 231/0Which defines the rules afonduct and control

principlesto which stakeholdersmust comply with explicit reference toffences related taorruption.
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At the international level, théundamental principles are defined by the Code of Ethicsthededicated

procedures and policies.

In 2023 SITreviewedits AntiCorruption Policywhich was disseminated and implementathrouplevel,
through appropriate risk assessment activities, employee training aledlicated monitoring tools.In
detail, the Policy requires all recipients to adopt behaviarsl practices that are not permitted by the
applicable law on corruptionAll members of the corporate structure and external collaboratains
required to collaborate in the implementation of the relevaatti-corruption preventionmeasures to

protect theintegrity and reputatiorof the group

The Companyasalso set up adequateeporting mechanismsin compliance with the requirements of

Legislative Decree no. 24/2023, implementing European Directive 2019/193%h®nsocalled
"whistleblowing. In November 2023, SIT's Board of Directaiso approved adedicatedt 2 f & fOI2 (i
IJ209NSE I K2 Ra TN YIFBAYR INEIZNIRY RdzOG 2 NJ DdzANINE SRS R
2dzi DEGENY It & GIAIKATE BXNG2 I RPEEZBIF BNE Yy AR2A Yy 3 2 NI dzy ¢
02y RdzOl @

The Companyashistoricallynot recorded any episodesf corruptionand hasa medium/low exposure

profile tothis type of crime, but constantly works to maintdiigh standards of ethics and integrity.

Cyber Risks
Cyber risksor SIT primarily involve

A the improper use bySIT employees and collaboratabthe IT infrastructures and devicéisat
the Companynakes available for the exercisetbéir work duties

A the Company's exposure toyberattacks that couldcompromise the normal performance of
business processes/activitiend/or the theft or loss of sensitive dataven compromising
business continuity

A the accentuation of the occurrencef fraud attempts carried outthrough social engineering
activities aimed at identifyingpublic informationrelating to top managementfigures of the
company with roles of responsibility in the finandiald with the aim of impersonatintheir role
andrequesting the execution afrgent payments outside normal business processes

A the loss of data ar more generally, the loss of availability ofitical ITinfrastructures for

production and business, potentially aldoe toaccidental homes
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SIT's IT Departmerttas specifiqorofessionalswith experiencein the cybersecurityfield and
annuallydefinesa risk assessment and management progthat includes:

A a systenof internal policies and procedures thdgfine the mairrulesof conductfor the use of
company IT resourceby assignees, also regulatimpdnysical and logical access data and
information;

A a continuous updating dfl infrastructures bottat HWand SW level, in ordeto ensure the best
active and passivprotection solutionsagainst external attacks (viruses, ransomware, phishing
etc.);

A apenetrationtest and vulnerabilityassessment program, in order identify possiblegaps in IT
infrastructures and prepare appropriate remediation plans related to the-camformities
detected

A trainingextendedto all employees with a digital identityn cyber risks through the adoption of a
newtrainingtool,

A a Backup and Disaster Recovery infrastructure sized according talifieeent needs and

criticalitiesof the company

During2023,the Company strengtheneits facilities and intensifieds control activities tomitigate the

so-called "S.&yber riskmaintaining a riskrofile in linewith the best referencdbenchmarks.

Taxrisk

SIT's approach to taxati@ligns withthe Organization, Management and Control Modaés Legislative
Decree 231/2001with particular reference to the special sections on thecatled "tax crimes". This
approach is based on the principlespofidence, responsibility, consistency and transpardoneards the
Company's stakeholders, including tliaxAdministrations. All theactivitiescarried out by the Group

comply with therelevant taxiegislationand tax plannings always alignedith commercial actiiies.

The individuakntitiesbelonging to the Groumust comply with theprinciple of legality, applying the tax
legislationof each jurisdictiorin which the Group operates, to ensure that thdeslaid down for the

subject matter are observed

The Group has adopted a seft rules, procedures and principléisat are part ofthe Group's broader
system of organizatioand contro] which are to be considered fundamental points of reference that all

parties,aboutthe type of relationship in place with the Group, are required to respect
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To promote transparency and collaboration with the tax authorities, the Group prepapesific

documentation on Transfer Pricifny the provisions of th©©ECD Guidelines.

Concerningspecific transactions or topics, the Administration, Finance and Control Department is
supported byexternal consultantgincluding specialists nansfer pricing, direct/indirect taxes and taxes
withheld and paid on behalf of employeds)ensure the best approach in line with legal and transparent

behaviors

It should be noted that the entities belonging to the Group, over the years, havbeensubjectedto
investigationsthat have brought to lighfraudulent conductand/or aimed exclusively at obtaining a

reduction in the tax burden.

Reference should be made to the Group's NFS forgpartingin compliancevith GRI 207.

Financial risks
The Group is exposed to financial risks related to the following cases:

A Market risks: (i) exchange rate risk deriving from operations in currencies other than the functional
currency of the companies and the Group; (ii) interest rate ais&ing from fluctuations in market
interest rates (iii) price risk deriving from changes in the market prices of certain raw materials used

by the Group in its production processes;

A Credit risk deriving from commercial relationships with its customers;

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

The SIT Group has in place corporate policies for exchange rate risk management, interest rate risk

management and liquidity management approved by the Board of Directors.

The purpose of thesg@oliciesis to regulate within a shared framework the management approach,

objectives, roles, responsibilities and operational limits in financial risk management activities.

In line with the policies, the Group has centralized the management of the financial risks of its subsidiaries
in the parent company SIT S.p.A., taking on the role of coordinating processes, operating mechanisms and

related organizational procedures thte Group level.

Currency risk
The Group is subject to the risk deriving from exchange rate fluctuations as it operates in an international

context in which transactions are conducted in currencies other than the functional currency of the
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individual investee companies and the functional currency of the Group. The Group's exposure to
exchange rate risk therefore derives from the geographical distribution of the markets in which it sells its
products, the location of its production sites atitk use of sources of supply denominated in different

currencies.

In order to reduce exchange rate risk, it is a general policy to offset, where possible, exposures of opposite

signs with correlated risk profiles (salledNatural hedginy

In the Group's operations, exposure to exchange rate risk normally arises annually at the time of defining

the sales and purchase lists during the setting of the budget change.

The Group regularly assesses its exposure and manages the exchange rate risk on net exposure, including

through the use of derivative financial instruments. Speculative activities are not permitted.

Notwithstanding the validity of the aforementioned policies and compliance with exchange rate risk
management practices and procedures, sudden fluctuations in market rates could have negative effects
on the Group's operations, results of operations, batarsheet and financial position, results of

operations, and prospects.

In 2023, the Heating & Ventilation divisioecordeda 25.8% reductionn salescompared to 2022as
better described in the specific paragraph Sales performance; this trend also affected the structure of the
foreign currency exposureyhere there was a significant reduction in the sharessfenuesin USCfrom

20.6% in 2022 to 12.7% in 20ZBhe change ithe purchasing structure was lessarked.

The following tables shothe turnover in thousands of eurpat the average exchangete for the year,
respectively ofevenues and purchase costs of raw materials, consumables and,dowo#len dowrby

currency.

Total revenues by currency:

(Euro,000) 2023 % Revenue 2022 % Revenue
EUR 253759 77.8% 276171 70.2%
usD 41,299 12.7% 80,966 20.6%
CNY 20,326 6.2% 23,095 5.9%
AUD 5,325 1.6% 7,076 1.8%
MXN 5,033 1.5% 4,807 1.2%
GBP 486 0.1% 1,134 0.3%
Other 33 0.0% 55 0.0%

Total 326,261 100% 393305 100%
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Total purchase costs of raw materials, consumables and goods broken down by currency:

% %
(B0, 309) AV Purchases A Purchases
EUR 106,817 63.9% 144,074 61.7%
uUsD 45731 27.3% 73,462 31.5%
CHF 7,249 4.3% 6,145 2.6%
CNY 4,443 2.7% 6,261 2.7%
RON 1,986 1.2% 2,162 0.9%
MXN 695 0.4% 1,149 0.5%
TND 252 0.2% 276 0.1%
Other 38 0.0% 44 0.0%
Total 167,211 100% 233573 100%

During the 2023 financial year, in line with company policies, the Company carriédantial hedging
transactions mainly against net exposures in USD, AUD, GBP, CHF and CNY, while taking due account of

the reduction in net exposure in USD.

The exchange rate risk hedging transactions outstanding at the balance sheet date and their fair value at

the same date are set out in the Explanatory Notes.

The Group's financial debt is denominated entirely in Euro, while the breakdown by currency of the

unrestricted bank account assets is shown in the table below:

(Euro,000) 31.12.2023
Currency

Euro 3,175
U.S. Dollar 1,758
Chinese Yuan 2,834
Mexican Peso 592
Australian dollar 157
Other currencies 163
Total 8,680

With reference to these items in the financial statements, the potential loss deriving fitoypa@thetical
unfavorable change in the Euro exchange rate equal to 10% would have a negative impact of Euro 550

thousand without considering the effect of existing hedges in this sensitivity analysis.

Interest rate risk
The Group is subject to the risk arising from fluctuations in market interest rates as it holds assets and

liabilities that are sensitive to changes in market interest rates.
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SIT regularly assesses its exposure to the risk of changes in interest rates and manages these risks also
through the use of derivative financial instruments in accordance with the provisions of the company's
policies. These policies define the finanaiatiuments that can be used and speculative activities are not

permitted.

Notwithstanding the validity of the aforementioned policies and compliance with interest rate
management practices and procedures, sudden fluctuations in market rates could have negative effects
on the Group's operations, results of operations, balanceeshend financial position, results of

operations, and prospects.

During 2023, in the face of the persistence of the inflation rate and the restrictive policies implemented
by the main central banks, market interest rates have remained high compared to recent years. By way
of example, the 6m Euribor rate recorded on Deber31,2021, DecembeBl, 2022 and Decembedl,

2023 was0.546%, 2.693% and 3.877% respectively.

In this market scenario, the implementation of the interest rate hedging policypadiularly beneficial.
As of thebalance sheet date, the Groumad outstanding term loansvith a nominal principal amount of
Euro 134.1 million. These loans awgrentlycovered by Interest Rate Swaps or fixate interest for an
amount of Euro 106.3 million, equivalent to 79.2% of the underlying vdlheaverage fixed coverage

rateis1.49%.

Hedging transactions outstanding at the date of the financial statements and their fair value at the same

date are disclosed in the Explanatory Notes.

SENSITIVITY ANALYSIS

All other things being equal, the effects deriving from a hypothetical increase of 100 basis points in the

variable interest rate would have led to an increase in financial charges for SIT for the year 2023 of Euro
393 thousand, taking into account the hggeb in place during the period. The same simulation carried out

for the previous year, again taking into account the existing hedges, would have led to an increase in

financial charges of Euro 242 thousand.

Risk of fluctuations in commodity prices
The production costs of the SIT Group are influenced by the prices of certain raw materials, such as copper

and aluminium both as a result of the direct purchase of these raw materials and as a result of the
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fluctuations in their price on the purchase cost of components and$i@eshed products that contain a

significant quantity of them.

Tomitigate these risks, SIT constantly monitors the availability of raw materials on the market, as well as
the trend in their price, to promptly identify any shortage situations and then to activate suitable actions
to ensure the necessary production automy and to keep its production cost competitive. In addition,

the Group, when it deems it appropriatejith the expected trends, enters into financial contracts to

hedge the risk of fluctuations in raw material prices.

Compared to the previous year, 2023 marked a trend towards normalization of the main supply markets
in terms of availability, delivery times and volatility in the costs of raw materials and companeiivesit
in an inflationary scenario. As far as the swpof the cost of energy is concerned, it was lower than

initially forecast, with a reversal of the market trend and reference prices.

It should be noted, however, that due to the persistence of the inflation rate that characterized 2023 and
the presence of various situations of high geopolitical tension on the international chessboard, the risks
of hightcostvolatility of various product categories including electronic components, batteries, certain

industrial metals such as steel and packaging in general remained high.

It should be noted that the phenomenon of the shortage of electronic components, which had heavily
affected supply activity during the 2022 financial year, appears to have been almost completely reduced
in 2023, allowing purchasing policies to be impleneehin ordinary supply channels. However, the sector

continues to be characterized by very long delivery lead times.

Credit risk

The credit risk deriving from the normal operations of the Group's companies with commercial
counterparties is managed and controlled as part of the procedures for awarding and monitoring the
credit standing of customers with the aim of ensuring that sales made to reliable and solvent
customers. The credit management activity is coordinated by the Parent Company for all Group
companies through reporting and periodic meetings and is based on the information available on the
solvency of customers by codsring historical data and associating exposure limits for each customer. In
addition, the schedule of trade receivables is constantly monitored during the tgeanticipate and

promptly intervene on credit positions that present a higher degree of risk.
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At the balance sheet date, there are no significant credit risk positions. For further details on the

composition of trade receivables, please refer to Note 7.

Working capital
During 2023, the market slowdown in the Heating & Ventilation sector highlighted a risk related to

working capital management, with particular reference to thanagement of inventories.

Following the strong pogtandemic market recovery, the Company has encountered several issues
related to shortages of raw materials and components related to producliomitigate this risk, while
maintaining an adequate level of customer service in terms of production and delivery times, the Group
has carried out a series of actions aimed at ensuring the effectiveness of its supply chain, with particular
reference to theprocurement of critical components such as electronics. This policy, which proved t
rewarding during 2022, entailed the emergence of a risk related to the increase in inventories, upon the
occurrence of the significant drop in demand that occurred in 2023. The problem concerns in particular

the Heating & Ventilation segment of the &iness and some stocks of Smart Gas Metering electronics.

Giventhis situation, the Company has initiated, in particular, appropriate polioie®ducing the number

of inventories in the second half of the year:

- concerningraw materials, the Company has applied a conservative approach towards suppliers,

cancelling or postponing a part of nanitical suppliebecause ofhe slowdown in production;

- regardingfinished products, stricter conditions have been applied to the customer regarding the
management of orders in the portfolio, providing for the possibility of cancellation only with adequate

notice consistent with production and delivery times.

These management policies have made it possible to reduce the level of stocks compared to the levels
recorded during the year and are a harbinger of further improvement in the course of 2024. The inventory
level as of December 31, 2023 was Euro 83.3 million, while it was Euro 98.9 million as of June 30, 2023

and was Euro 91.4 million as of December 32220

Liquidity risk
Liquidity risk may arise from the difficulty of finding the financial resources necessary to ensure the
operations of the Company and the Group at the required economic conditions and within the required

timeframe.
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SIT has adopted a series of policies aimed at optimising the management of financial resources to reduce

liquidity risk through:

- monitoring of prospective liquidity conditions with the support of internal business planning

processes, obtaining credit lines adequate to current and prospective needs.
- maintaining an adequate level of available liquidity.

The Group's cash flows, financial requirements and temporary cash equivalents are closely monitored and
managed centrally by the Parent Company, which carries out the Group's treasury activities and financial
coordinationto ensureeffective and efficient management of financial resourceacerningchanges in

the macroeconomic conditions of reference.

During 2023, the contraction in sales recorded in the Heating & Ventilation division, for the reasons better
described in the Sales Analysis section, led to a reduction Hirsaticing, only partially mitigated by the
reduction in trade working capitalyhile the cash flows for the period were affected by the payment of
the outof-court settlement relating to a dispute with a customer and disbursements for operating

investments. This leads to a situation of financial tension.

During the year, new financing transactions were complétedupportcurrent operations and liquidity

needs arising from operating activities: in particular, a loan was signed with BPER for a nominal amount
2F ep YAtfA2Y GAGK | YFddzNAGE 2F wn Y2YOGKAZ YR |
2 T € ipn witA & duration of 12 months. Both loans are unsecured with a floating interest rate and

spreads of 1.25% and 0.8% respectively.

In addition to these transactions, during the year the Group increased the use of bank credit lines for the
disposal of working capital against existing loans as well as new loans granted by the banking system in

the second half of the year.

However, despite these transactions and the measures adopted during the year to contain costs and
investments, the persistence of the negative economic situation in the Heating & Ventilation segment has
highlighted the impossibility for the Parent Compatwy meet certain commitments to repay loans
provided for the current year and the financial covenattsview of this the Parent Company promptly
entered into the necessary discussions with its lenders and signed an extension and standstill agreement

on December29, 2023.
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The agreement in question provided (i) the extension of the maturity date of the principal amounts due
on DecembeB1,2023 to April30,2024; (ii) the regular payment as of DecemB#&r2023 of the amount

due by way of interest; (iii) the waiver by the lenders until AB8i) 2024 to assert the termination,
withdrawal or forfeiture of the benefit of the term deriving from the extension in question as well as the
failure to comply with the contractual financial parameters as of Decer8he?023 and finally (iv) the
commitment of the lenders not to initiate precautionary and/or executive actions or to create liens in

their favourconcerninghe outstanding financial debt.

For the period of validity of the agreement, the Company has undertaken to (i) provide, at certain agreed
deadlines, information relating to cash forecasts and the evolution of glkam debt; (ii) not to incur
financial debt in addition to that existirgt the date of signature as well as limiting shtatm financial

debt within a certain threshold; (iii) not to distribute dividends.

The Company has also undertaken to provide lenders by Feli282024 with an update of the business
plan, approved by the Board of Directors on Septemb&r2023 to be submitted to an independent
business review, documents that have supported the further discussions in the meantime begun with the
banking class for the renegotiation of the financial profile of the debt and the consequent revision of the
finandal parameters being the parameters provided for by the current contracts that are not congpatibl

with the Group's shortand mediumterm income and financial outlook, as reflected in the updated plan.

Concerninghe future evolution of liquidity, monitored through the preparation of a monthly cash plan,
the Company believes that in the 202025time horizon the financial requirements deriving from
current operating activities and investing activities will be enooncentrated in the first half of 2024, in
particular due to the foreseeable trend in Heating & Ventilation sales. in line with recent quarters. The
cost reduction actions, both variable and structural, implemented during the year will alsbleeo
mitigate the financial impact of this trend and, in the meantime, the action to reduce working capital will
continue, also thanks to the normalization of supply market conditions. The contribution of the Metering

division is expected to be posidv

With regard to the instruments to ease the situation of financial tension highlighted in the preamble, the
cash plan considers the signing on ApRiand 23 2024 of the agreements ("Agreements") with the credit
institutions for the renegotiation of the repayment profile and the rescheduling of the final term. In
particular, the Agreements provide for the extension of the original maturities by 24 months and th

remodulation of the repayment profile in increasing instalments with the maintenance of thrergur
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interim intervals and the start of repayment from the signing of the Agreements without any provision

for a moratorium period.

To further support this, the plan has a positive impact, starting from the date of signing of the Agreements,
deriving from a shareholder loan of Euro 5 million, intedesaring, witha capitalisation of the related

financial charges, subordinated to the Company's bank debt.

The Agreements do not provide for the signing of additional loans or specific forms of automatic

commitment on the maintenance of any existing shigmm loans.

Finally, the agreements provide for the redefinition of the financial covenants consistent with the financial

renegotiation described and the economic and financial profile of the business and financial plan.

After assessing the uncertainty profiles related to the achievement of the results envisaged in the
approved business and financial plan and the targets for reducing net working capital, taking into account
the performance of the first months of the curregear and the forecasts contained in the updated
business plan and the aforementioned cash plan, the financial commitments, as rescheduled in terms of
repayment and debt service as a result of the Agreements, are considered, in terms of amount and time

frame, to be consistent with the Group's current and prospeciivailability.

ECONOMIC ANEINANCIAL PERFORMANCE OF THE PARENT COMPAN
SIT S.P.A.

Sit S.p.A. operates in the field of design, development, production and marketttignate control and

safety systems for domestic heating appliances and industrial cooking systems.

Net sales for the year amounted to Euro 234.6 million compared to Euro 288.2 million in the previous
year, marking a decrease of 18.6%. Turnover includes revenues frorp#hrigdcustomers and sales of
products and components to group companies, as weliayaltiesinvoiced by the company to certain
production subsidiaries in exchange for the use by these of technical productiorimewnonpatented
technology as well as SIT brand, all owned by the Company. It should be noted that in 2023, because of
the reduction in saleaccountedby the Mexican subsidiary, revenue from royalties was Euro 4.2 million

compared to Euro 18.1 million in the previous year.

Purchase costs, net of changes in inventories, amounted to Euro 152.0 retjiat to64.8%of revenues

up from 63.4% in the previous year.
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Personnel costs amounted to Euro 44.6 million compared to Euro 45.5 million in the previous year, with
an EBITDA margin of 19.0% and 15.8% respectively. This item includes Euro 2.5 million relating to charges

for provisions relating to the staff mobilitynd reduction procedure launched at the end of 2023.

Costs for services, amounting to Euro 34.5 million, have an incidence of 14.7% on revenues, compared to
Euro 35.7 million in 2022 (which was equal to 12.4%). This item includes Euro 0.8 million charges for legal

and financial advice relating to debt resduling transactions carried out during the year.

Under the item Amortization, depreciation and impairment of assets, we report the recognition of the
impairment of goodwill for Euro 17.0 million as a result of the impairment test carried out during the half
yearreportingof 2023. This registratiowas made considering the trend and scenarios envisaged in the

use of gas appliances in domestic heating as a result of the energy transition.

The 2023 operating result therefore amounted to a loss of Euro 30.5 million compared to a profit of Euro
8.2 million in 2022with an incidence on revenues ef3.0% and 2.8%, respectively. Net of the items
mentioned above and the impairment of goodwill, the parent company's operating result amounted to a
loss of Euro 9.8 million4.2% of revenues), while also recovering the royalties that were lost during the

year, operating income was positive for Euro 4.0 million (1.6% of revenues).
No income from equity investments was recorded in 2023, which amounted to Euro 2.2 million in 2022.

Financial income for 2023 amounted to Euro 3.7 million compared to Euro 10.2 million in 2022, which
included Euro 8.7 million as a change in the fair value of the Warrants issued by the Company and which
expired and were therefore cancelled in July 202&t &f the change in the fair value of the Warrant, it
should be noted that financial income increased from Euro 1.5 million to Euro 3.7 million as a result of the
increase in loans to group companie particular to the Mexican subsidiagyand increass in market

interest rates.

Financial expenses for 2023 amounted to Euro 7.9 million compared to Euro 4.6 million in 2022. The
increase is due both to the increase in market rates of approximately 2.5% compared to the previous year
and to the effect of the increase in both shaerm and mediumlong term debt¢ not hedged but

contracted at market conditions. The negative economic impact of the financial hedging on energy on

part of the exposure at the beginning of the year also had an impact

Profit before tax in 2023 amounted to Eu84.7 million {14.8% of revenues) compared to Euro 15.3

million in 2022 (5.3% of revenues).
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Taxes for the year include deferred tax assets of Euro 5.4 million compared to taxes of Euro 0.9 million in

the previous year.

The net result for 2023 is a loss of Euro 29.3 million, equal to 12.5% of revenues, compared to a profit of
Euro 14.4 million in 2022, equal to 5.0% of revenues. Net of income and expense reported in the
calculation of the adjusted net resuttboth operaing and noroperatingg the adjusted net result for

2023 is equal to a loss of Euro 9.1 million.

The financial position as of December 31, 2023 was Euro 147.2 million (Euro 131.7 million as of December

31, 2022). The breakdown of the net financial position is as follows:

(Euro,000)

Composition net financial positiof) 31/12/23 31/12/22
A. Cash 4 3
B. Cash equivalents 2,788 12,323
C. Other current financial assets 22,633 27,370

D. Cash and cash equivalents (A) + (B) + (C) 25,424 39,696

E. Current financial delfincluding debt instruments but excluding the currer

portion of noncurrent f;?\ancial dgebt) ’ 35,958 29,322
F. Current portion of the neourrent debt 32,567 18,589

G. Current financial debt (E + F) 69,525 47,911

H. Net current financial debt (GD) 44,101 8,215
I. Noncurrent financial debt 63,489 83,944
J. Debt instruments 39,605 39,520
K. Trade payables and other noarrent payables 0 0
L. Noncurrent financial debt (I + J + K) 103,094 123,464

M. Net Financial Position (H + L) 147,194 131,679

As required by Communication ESMAZE2-1138 of March 4, 2021, it should be noted that the company
has net liabilities for defined employee benefits of Euro 4,122 thousand (Note no. 16) and provisions for

risks and charges of Euro 2,0®®usand (Note no. 15) of the separate financial statements.

The Parent Comparhas a role ofinancial coordination for the benefit of the Group's subsidiaries. With
some companies, both Italian and foreign, it carries out centralized treasury activities also through cash
pooling systems provided by leading banks. With each of these companieajnitains one or more

intercompany current account relationships on which the financial transactions in question are settled.
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RECONCILIATIONSBPFAREHOLDERS' EQUITY AND PROFIT FOR THE YEA

The reconciliation between the Parent Company's shareholders' equity and profit for the period and the

consolidated shareholders' equity and profit for the period is summarised below:

Net Equity at ) Net Equity at )
(Euro,000) 31.12.203 Profit FY 203 31.12.202 Profit FY 202
Statutory financial statements of the parent company 135954 (29.319) 166,250 14,385
Difference between the carrying amount of the investments ¢ 11467 6,630 3,367 2729

net equity and neprofit/(loss) of the consolidated subsidiarigs
Elimination of intercompany gains and losses (4,011) (434) (3,852) (656)
Adjustments in the financial statements of the consolida

companies in line with grou@ccounting policies (291) (265) (@71) (181)
Elimination dividends from investees - - - (4,955)
Other adjustments 5 - - (110)
Minority interest capital and reserves - - - -
Group & Minority int. consol. financial statements 143124 (23388) 165495 11,213

(1) This difference is inclusive of the PPA originally accounted and the PPA following the acquisition of JANZ

INTRAGROUP AND WITH RELATED PARANSACTIONS

SIT is a joinstock company incorporated in Italy at the Padua Business Register.

SIT carries out management and coordination activities pursuant to art. 2497 et seq. of the Italian Civil
Codefor its Italian subsidiary. It is not subject to direction and coordination, pursuant to art. 2497 et seq.
of the Italian Civil Code, by the parent compang OKy 2f 2 3AS&a { ®F ®LIJPlF ® RA CORD{

With regard to transactions carried out with related parties, including igt@up transactions, it should
be noted that they cannot be qualified as either atypical or unusual, as they are part of the normal course

of business of the Group companies.

These transactions are settled at normal market conditions, i.e. on terms that would have applied

between two independent parties and have been carried out in the interest of the Group.

At its meeting on Juni&l, 2021, the Board of Directors of SIT approved the update to the procedure for
transactions with related parties, pursuant to art. 4 of the Consob Regulation containing provisions on
transactions with related parties, adopted by Consob with resolution n@21of Marchl12, 2010 as
subsequently amended, most recently, with Consob resolutions no. 21623 and 21624 of De&@mber
2020, and published on the website www.sitcorporate.it in the Corporate Governance, Governance

Documents setion.
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Reference should be made to the Explanatory Notes for detailed information on transactions with parent
companies and companies under the control of the latter, transactions with other related parties and

intra-group transactions.

It should be noted that SIT, SIT Immobiliare S.p.A., SIT Technologies S.p.A. and Metersit S.r.l. have adhered
for the threeyear period 2022¢ 2024 to the National Tax Consolidation procedure, an institution
governed by Legislative Decree No. 344 of Deasrh, 2003 and in particular by Articles 117 to 129 of

the T.U.I.R., with SIT Technologies S.p.A. as consolidator and the other companies as consolidated, as per
the resolution of the respective administrative bodies. During the 2020 financial yeasubsidiary SIT
Metering s.r.l. adhered to the National Tax Consolidation procedure for the-fgaeperiod 202@ 2022

and subsequently renewed for a further thrgear period, while in 2021 the parent company
Technologies SAPA of F.D.S. S.S. also joindt threeyear period 2021, 2023, both as consolidated.

Finally, we would like to point out that since the 2020 fiscal year, SIT Technologies S.p.A., as parent
company, SIT S.p.A., SIT Immobiliare S.p.A. and Metersit S.r.l., as subsidiaries, have adhered to the Group
VAT settlement procedure, provided for byt.ar3 last paragraph of Presidential Decree 633/1972 as
resolved by the respective administrative bodies in 2019. Since 2022, the subsidiary SIT Metering s.r.l. has
also adhered to the group VAT procedure, while the parent company Technologies SAP3. &.5.has
adhered to the 2023 financial year.

TreasunShares
As of December 31, 2023, the Company held 800,409 ordinary treasury shares, with no par value, equal

to 3.19% of the share capital, none of which were purchased during the year.
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Performance of Group companies

The following table shows some indicators on the performance of subsidiaries during the year

Heating & Ventilation

(Euro,000)
Entity Turnover Net income Employees
2023 2022 diff 2023 2022 diff 2023 2022 diff
SIT Argentina S.r.l. 35 30 5 3 1 2 - - -
SIT Gas Controls Pty Ltd 5,372 7,138  (1,766) 248 426 (178) 4 1)
SIT Controls Canada Inc. 199 310 (111) 5 72 (67) 1 -
Et'dT Manufacturing (Suzhou) € ) 538 25367 (2,529) 855 948 3| 73 61 12
SIT Controls CR, S.r.o. 1,119 1,503 (384) 561 697 (136) 5 7 2)
SIT Controls Deutschland Gm 1,199 1,282 (83) 216 346 (130) 8 4 4
SIT manufacturing Na Sa deC{ 36,180 75394 (39214) 3,017  (5359) 8,376 169 278 (109)
SIT de monterrey SA de CV - 7 @) - 3 3) - - -
SIT Controls BV 31,115 43112 (11,997) (316) 2,123 (2439)| 118 152 (34)
SIT Romania Srl 57,144 71,208 (14,064) 1,087 1,377 (290)| 407 568 (161)
SIT Controls USA Inc. 2,029 3765  (1,736) 26 1,497 (1,471) 5 6 1)
Sit Controls Tunisia S.u.a.r.l 46,219 36,082 10,137 2,803 1,843 960 199 242 (43)
Plast Alfin S.a.r.l. 3,846 3,229 617 67 65 2 73 53 20
Smart Metering
(Euro,000)
Entity Turnover Net income Employees
2023 2022 diff 2023 2022 diff 2023 2022 diff
MeteRSit S.r.l. 76,657 61,456 15,201 805 1,266 (461) 86 94 (8)
Metersit Romania S.r. - 2 2) - (31) 31 - - -
Sit Metering S.r.l. 163 158 5 (961) (288) (673) - - -
Metersit UK Ltd 4 13 (6) (259) (229) (30) 2 2 -
éﬁj’}ﬁf’o&""gem eCestiodd 9549 24745 4,804 2306 1,678 628 319 287 32

*Liquidated during 2022
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SIGNIFICANT EVENTS OCCURRING AFTER THE END OF THE YEAR

During the first months of 2024, the Compaaptained the "Gold" rating as part of the annual CSR
(Corporate Social Responsibility) performance assessment carried out by EcoVadis, an international ESG

rating agency.

SIT has improved its rating range compared to the previous rating, obtaining a score of 77/100, moving
from the 85th to the 98th percentile which places it in the range of the top 2% of companies evaluated by

EcoVadis (15% the previous year).

We inform you that the project to downsize the productiplant of the Dutch subsidiary announced on
November 9, 2023, the date of the start of consultations with the competent local bodies, continues
regularly. In February 2024, the total adherence by the employees concertieel social plan proposed

by the branch was formalized. The project is therefore expected to be completed by the first half of 2024.

At the MCE Mostra Convegno Expocomfaeihibition,in the edition held between March2 and 15

2024, SIT presented the new fan for residential heat pumps developed in synergy with Panasonic Industry,
a leading company in HVAC (Heating, Ventilation, Air Conditioning) technologies. This is SIT's debut in the
electric heat pump sector and is one oktbillars of the Group's strategy in the decarbonisation of the
domestic heating sector. The aim of the collaboration is to develop a complete fan solution designed
specifically for residential heat pumps. The distribution of the integrated miaioisysten to the market

will be carried out by SIT and will be available from the beginning of 2025.

On January5,2024, the Portuguese company Aquametric Solutions, S.A., with registered office in Lisbon,
was established, in which the SIT Group owns 50% of the share capital. The remaining 50% is owned by
Swisstechnologicalpartner GWF AG. The company will be active in the manufacture of Smartio, a new

"smart" water meter for residential use based on ultrasonic technology.

As of April 1, 2024, SMBT S.r.l., an affiliate of SIT that focuses on fans for extractor hoods, officially
0S3Aly Ada 2LISNIiA2yad ¢KS O2YLIye A& I YSNHSN 21
components used in kitchen hoods and pelletvas, and the entirety of Motors & Blowers Technology

Srl (MBT), an innovative startup founded by a group of experienced and reputable managers in the
industry. Additionally, the corporate structure is strengthened by the inclusion of Wentelon, a vendor

pari Y SNJ G KI 0 &dzlL) ASa @Sy (-afthe-artlp@ddiction ZagilRidsEndThida Sl (1 St 2 v

provide technological support and competitive advantages to this new initiative.
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Notice is hereby given that on A2 and 232024, the Company signed a series of agreements with the
Company's main mediwterm lenders to amend the existing loan relationships and that on 2py2024

the bondholders' meeting approved the proposed agreement to amend the rules of the bond loan.

Regarding certain bank loan relationships, the amending agreements provide for the extension of the
original maturities by 24 months and the remodulation of the repayment profile in increasing instalments,
with the maintenance of the current annual and énim maturities. The abovmentioned amending
agreements- which go beyond the previoustandstillregime- also provide for the redefinition of the
financial covenants applicable to the related meditermm loan relationships in a manner consistent with

the financial renegotiation described and the economic and financial profile of the Company's new

business and financial plan.

The agreements do not provide for the signing of additional loans and specific forms of automatic

commitment on the maintenance of any existing shiemm loans.

The abovementioned mediumaterm loan relationships; which are not backed by any collaterai
guaranteesc have also been amended in relation to a series of commitments and limitations already
provided for originally, as usual in similar contracts. Further limits on the distribution of dividends and
reserves have also been introduced, varying according tdethel of consolidated financial leverage.
Based on the data as of Deceml#dr, 2023, the Company canndistribute dividends or reserves since

the ratio between net financial position and EBITDA is higher than the new thresholds provided for this

purpose by the aforementioned bank loans and bonds, respectively in the ratio of 3.5x and 3x.

Finally, pricing levels have been adjusted in relation to the trend in the aforementioned consolidated

financial leverage.

In the context otthe comprehensive renegotiation, a shareholder loan amounting to Euro 5 million was
provided by the principal shareholder, Technologies S.A.P.A. of F.D.S. S.S. This loan carries an interest rate
of 5% per annum with the capitalization of related financialrgka. It is subordinated to the company's
financial liabilities and is convertible into company capital and/or equity. This transaction qualifies as a
minor significance related party transaction under the regulations set forth bydbansresolution no.

17221 dated Marchl2, 2010, as amended and supplemented, and adheres to the Procedure for
Transactions with Related Parties that the Company adopted onlly2621.

2023 Annual Financial Report
89



5ANBOG2NRAQ wSL

As required by the Related Party Transaction (RPT) Procedure, the terms of the shareholder loan
FaANBSYSyild 6SNBE NBGASHSR Ay | ROIFIyOS o0& (GKS /2YLI ye!
The committee rendered a reasoned rbimding opinion thatwas favorable, endorsing the Company's

decision to enter the agreement based on the perceived benefits, convenience, and substantial fairness

of its terms.

BUSINESS OUTLOOK

The initial months of 2024 provided good visibility on the Metering business which, thanks to the awarding
of tenders over recent months and the advancement of the ongoing projects with leading customers, in
addition to the solid fundamentals associatediwtihe investments by the utilities, forecasts high single

digit growth this year.

The Heating & Ventilation business unit is expected to recover during the year, with the first quarter again
set to decline by doubldigit, with a slight singleligit reduction in Q2 compared to the previous year.
Visibility for the second half of the ge currently indicates that the final two quarters of the year may

improve upon the first half of the year.

The consolidated EBITDA margin is expected to grow by between 100 and 200 basis points.
Planned investments are being closely controlled and shall focus in particular on research and
development, in addition to the completion of the new headquarters, for between Eud52@illion.

Net financial debt of between Euro 140 and 147 million isdast, decreasing on 2023.

*k%k

In compliance with the provisions of IAS 1, at the same time as authorising the disclosure of the separate

financial statements, the Board of Directors of SIT S.p.A. proposes to the Shareholders' Meeting:
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3. 12 dza8 GKS NBASNWS T2N SEOKIFy3aS RAFTFSNByOSa 27
conditions that required its establishment as provided for by Article 2426 s 8f the Italian

Civil Code have ceased to exist;

4, G2 OFNNE F2NHINR (KS NBaAARdzZ f f2aa 2F eoXyccIc

Padua, April 24, 2024

The Chairman of thBoard of Directors

65200 CSRSNAO2 R

'dal
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2023 Consolidated Financial Statements
Financial Statements

CONSOLIDATED BALANCE SHEET

(Euro,000) Note 31/12/2023 31/12/2022
Goodwill 1 70,946 87,946
Other intangible assets 1 50,781 55,276
Property, plants anéquipment 2 105270 106,103
Investments 3 657 630
Non-current financial assets 4 2,533 5,186
Deferred tax assets 5 18,874 10,492
Non-current assets 249061 265633
Inventories 6 83,315 91,352
Trade receivables 7 63,458 63,800
Othercurrent assets 8 14,264 12,597
Tax receivables 9 3,752 2,280
Other current assets 4 6,630 6,269
Cash and Cash Equivalents 10 8,700 23,535
Current assets 180,119 199833
Total assets 429181 465466
Share capital 11 96,162 96,162
Total Reserves 12 70,350 58,120
Net Profit (23,388) 11,213
Minority interests net equity 0 0
{ K NBK2f RSNEQ 91jdzA (@ 143124 165495
Medium/longterm loans and borrowings 13 58,182 77,968
Other noncurrent financialiabilities and derivative financial instruments 14 51,434 53,553
Provisions for risks and charges 15 10,513 13,844
Postemployment benefit provision 16 5,096 5,093
Other noncurrent liabilities 6 4
Deferred tax liabilities 17 12,094 15,005
Non-current liabilities 137,325 165467
Shortterm bank loans 18 50,809 23,551
Other current financial liabilities and derivative financial instruments 19 8,596 5,235
Trade payables 20 66,915 81,400
Other current liabilities 21 20,768 23113
Tax payables 22 1,645 1,205
Current liabilities 148733 134,504
Total Liabilities 286,057 299971
¢20GFt {KIFINBK2f RSNAQ 9ljdZAie FyR [ 429181 465,466
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CONSOLIDATED STATEMENCOME

(Euro,000) Note 2023 2022
Revenues from sales and services 23 326,261 393305
Raw materials, ancillaries, consumables and goods 24 167,211 233573
Change in inventories 24 8,578 (19,886)
Services 25 46,525 52,301
Personnel expense 26 80,716 80,182
Depreciation, amortation and writedowns 27 47,090 27,771
Provisions 28 1,015 8,722
Other charges (income) 29 345 85
EBIT (25,219) 10,557
Investment income/(charges) 0 (166)
Financial income 30 942 9,263
Financial charges 31 (7,827) (4,760)
Net exchange gains (losses) 32 804 (1,326)
Impairments on financial assets 0 0
Profit before taxes (31,300) 13568
Income taxes 33 7,912 (2,355)
Net profit for the year (23,388) 11,213
Minority interest result 0 0
Group net profit (23,388) 11,213
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(Eurq000) 2023 2022

Net profit (23,388) 11,213
Other comprehensive income statement items which may be subsequently reclassifiec
income statement for the year, net of taxes:

Net change in cash flow hedge reserve (2,634) 5,609
Income taxes 632 (1,346)
Total unrealised financial asset gains/(losses) (2,002) 4,263
Translation of financial statements @urrencies other than the Euro 2,013 2,928
Total o_f_ other compr_ehensive income statement items which may be subseque 11 7191
reclassified to the profit/(loss) for the year, net of taxes ’
Other comprehensive income statement items which natybe subsequently reclassified

the profit/(loss)for the year, net of taxes:

Unrealised actuarial gains (14) 582
Income taxes 3 (140)
Total unrealised actuarial gains/(losses) (11) 442
Total of_ pther compreh_ensive incomstatement items which may not be subsequently (11) 442
reclassified to the profit/(loss) for the year, net of taxes

Total other comprehensive income/(expense) for the year, net of taxes 0 7,633
Total comprehensive income/(expense) (23,388) 18,846
Total comprehensive income/(expense) for the year attributable to:

Parent company shareholders (23,388) 18,846
Minority shareholders 0 0
Basic earnings per share (0.9614) 0.4609
Diluted earnings per share (0.9614) 0.1013
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CONSOLIDATED STATEMENIASH FLOW

(Eurg000) Note 2023 2022
Net profit (23388) 11,213
Amortisation & depreciation 1-2 46,896 27,652
Nortcash adjustments 4,991 9,669
Income taxes 33 (7,912) 2,356
Net financial charges/(income) 30-31 6,885 (4,518)
CASH FLOW FROM CURRENT ACTIVITIES (A) 27,472 46,372

Changes in assets and liabilities:

Inventories 9,399 (19,730)
Trade receivables 951 (6,715)
Trade payables (15,129) (675)
Other assets and liabilities (10,516) 1,185
Income taxes paid (4,075) (6,699)
CASH FLOW GENERATED (ABSORBED) FROM CHANGES IN WORKING CAI (19.370) (32634)
CASH FLOW FROM OPERATING ACTIVITIES (A + B) 8,102 13,738

Investing activities:

Investments in property, plant & equipment (18,130) (24,823)
Other changes in property, plant & equipment 419 335
Investments in intangible assets (4,230) (1,986)
Other changes in intangible assets 9 0
Investments in financial assets (296) (409)
Other cash flows from current financial assets (797) (3,450)
CASH FLOW FROM INVESTING ACTIVITIES (C) (23,025) (30,333)
CASH FLOWROM OPERATING & INVESTING ACTIVITIES (A + B + C) (14,923) (16,595)

Financing activities:

Interest paid (7,108) (3,275)
Repayment of norturrent financial payables 18 (14,874) (21,000)
Increase (decrease) current finangialyables 15,909 2,756
Increase (decrease) other financial payables 18-34 (3,181) (2,977)
New loans 18 10,181 25,000
Payment of dividends 12 0 (7,299)
Treasury shares 12 0 (599)
CASH FLOW FROM FINANCING ACTIVITIES (D) 927 (7,394)
Change in translation reserve 12 (839) 857
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (A + B + C + D) (14,835) (23132)
Cash & cash equivalents at beginning of the year 23535 46,667
Increase (decrease) in cash and ceghivalents (14,835) (23132)
Cash & cash equivalents at end of the year 8,700 23,535
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CONSOLIDATBEDATEMENT OF CHANGES IN EQUITY

Other reserves
Share Tresury Legal Currenc Cash fl ined | net proft for| Group mltr:r)gg To:;\ilngorrci]tl;p
Share capitd premium shares Resorve diffrence); LTI resenk zhing(:W Share capity ~Actuarial Extra. Ris. Per e;:sit:g:?ac thg year shareholders capial & interest
reserve reserve reserve reserve increse reserve Reserve | Warrant [ % =0 equity reserves Shaezztl?tl)fjer
December 31, 2021 96,164 10,36( (6,134 19,23( (7,259 174 (45, 16,619 (656 1,491 230 15,261 8,243 153,674 = 153,674
Allocation of the 2021 result - 2 8,—241 (8,-243
Comprehensive profit 2022 2,;)28 4,;63 4;42 11,-212 18,;346 18,;346
Assignment L.T.I. to employees i;BO 2;80 E;80
viger : : : : : : : : : : N R " R
Other movements - éSO (é30 - (8 - (8 - (8
Acquisition of treasury shares (é99 (é99 (é99
December 31, 2022 96,-162 10,-36C (G,-733 19,-232 (4,-328 1,(-)53 4,;19 16,-(515 (é14 1,;21 : 16,-196 11,-212 165,-49‘ : 165,-49‘
Allocation of the 2022 result 23,-005 (11,-792) (11,-21~) - 0 - 0
Comprehensive profit 2023 2,(-)13 (2,602) ;11 (23:38 ) (23,:’382) (23,;385
Assignment L.T.I. to employees 1,(—319 1,(-)19 1,(-)19
Dividend - - - - : - - - - - - - - - - -
Other movements - @3 - 3 - (3
Acquisition of treasury shares
December 31, 2023 96,;.62 10,-36C (6,-733 19,-232 (2,;315 2,(-)73 2,;17 16,-615 (é25 24,-726 : 4,;101 (23,-38 ) 143,-121 : 143,-121

C2NJ FAdzZNIKSNJ RSiGFAf& 2y G(GKS OoNBlI|{R2sYy 2F &KINBK2f RSNEKote§ljdzAiés NBFSNBYyOS aKz2dzZ R 6S YIRS (2 b2iSa wmm
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GENERAL INFORMATION

SIT S.p.A(hereinafter, the Parent Company, SIT or the Comparaged in Padua and whose shares are
listed on Euronext Milan markéformer MTA managed by the Italian Stock Exchaneg company is
entered in the Companies Register of Padua at Q4B05520287 with registered office in Viale
dell'Industria N931/33, 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 Directofgpdh24 2024 and authorised for
publication on thenebsite www.sitgroup.it byApril 30, 2024. The financial statements are subject to the

FLILINRE @ f 2F GKS {KIFINBK2f RSNEQ aSSiAy3

In 2017, the merger betweeBIT S.p.Aand Industrial Stars of Italy 2 p.A.(ISI2 or ISIS.p.A), a SPAC
(Special Purchase Acquisition Company) listed on the AIM Italia market of the Italian Stock EXdieange
YSNHSNJ gFa SFTFFSOGAGBS 2y wdzA & HnX wnamt SAGK (GKS
shares and warrants on the AIM ltalia market managed by the Italian Stock Exchatigihe merger by
incorporation of ISI&.p.A(listed nonoperating company) int&IT S.p.A(listed operaing company), the
former shareholders of ISI2 became the minority shareholderS1af S.p.Aln the merger, SIT was

therefore considered as the acquirer and ISI2 as the acquiree

SIT S.p.Adecided that it would apply the option as per Article 70, paragraph 8 and Article 71, paragraph 1
bisof Consob Regulation Nb1971/99 (and thereafter) and, therefore, that it would employ the exemption
from publication of a disclosure document concerning significant mergerpépiand share capital increase

operations throughransferof assets in kind, acquisitions and sales

BASIS OF PREPARATION

The consolidated financial statements of the SIT Group on December 33,wa82 prepared in
accordance with the international accounting standards (IFRS/IAS) issued by the International Accounting
Standards Board (IASB) and adopted by the European Union, including all interpretations of the

International Financial Reporting Imretations Committee (IFRIC)
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The consolidated financial statements comprise:
A the Consolidated balance sheet classified by current andaworent 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 Consolidatedstatement of income which classifies costs and revenues by type, which is
considered a better representation of the Group performance than a segment breakdown

A the Consolidated statemertf comprehensive income

A the Consolidated statemertf cash flove prepared in accordance with the indirect method:;

A the Consolidatedstatement of changes in equity and

A corresponding explanatory note®ntaining the disclosure required by applicable legislation and

by the reference international accounting standards
The CosolidatedFinancial Statements have been prepared based on the historical 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 R bg@2e Boards
of Directors of the individual consolidated companies, adjusted, where 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 cash flows of the Group, in compliance with the general
principles of going concern, the accruals concegltable presentation, correct classification, prohibition

of offsetting and comparability of information

The accounting standards and policies applied for the preparation of the consolidated financial
statements at December 31, 2B2are the same as those adopted for the consolidated financial

statements at December 31, 2P2

The SIT Group consolidated financial statements were audited by the company Deloitte & $quéhe
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Going Concern
During 2023, the Group recorded a,0% reduction in revenues compared to 20Zais trend is mainly

attributable to the Heating & Ventilation division, which in 2023 suffered 8%5decrease in sales
compared to the previous yeafhe performance of the Metering division was positive, with growth of
22,2% in 2023In 2023, the significant reduction in incentives that had supported the market across
Europe in recent years and the increased uncertainty about the evolution of the legislation on
technological transition, as well as the reduction in the spending podbposeholds as eesult of the
persistence of high inflation and the rise in interest rates, have, as a whole, negatively affected the Heating

sector, in particular with reference to combustion appliances (gas bailers)

These final demand dynamics have manifested themselves in a sector in which the entire supply chain has
shown an excess of stock due to the procurement policies implemented to cope with supply difficulties

in particular of electronicg during 2022

Since the Heating & Ventilation division is a supplier of components to OEMs in the sector, the Group
suffered the negative effects of the difficult market environment described above, which led to a
significant decline in turnover compared to the previogegar, which was higher than expectethis
contraction, together with the financial impact of awut-of-court settlement reached with a North
American customer for a dispute relating to the quality of certain products in the water heating segment

led toa situation of financial tension

Despite new financing and the increase in the afsieank credit lines, in addition to the measures adopted
during the year to contain costs and investments, the persistence of the negative economic situation in
the Heating & Ventilation business highlighted the impaossibility for the Parent Company tacarésn
commitments to repay loans scheduled for the end of the year and the financial covenants contained
therein. Faced with this prospect, the Parent Company promptly entered the necessary discug#ions

its lenders, which led to the signing on Decem®@y2023 of an extension and standstill agreement with

respect to the aforementioned commitments

This agreement, functional to the start of negotiations for the definition of a plan for the rescheduling of
the amortization plans of existing loans, extended to AB@J 2024 the repayment of the principal
portions maturing on Decembedl, 2023, providing instead for the regular payment of interesglso

led to the waiver by the lenders of certain rights and precautionary actions to which they are entitled as
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a result of the extension in question and tfalure to comply with contractual financial parameters as at
December31,2023

The agreement committed the Parent Company to certain periodic disclosure obligations relating to cash
forecasts and the evolution of shetérm debt, as well as a commitment not to incur financial debt beyond

that existing at the date of signing, limitisort-term financial debt within a certain threshold

The agreements also required the Parent Company to provide lenders by FebBu2024 an update of

the business plan, which was originally approved by the Board of Directors on SeptEnpe23 This
update has been subject tndependent business revidwy anindependent expertThe abovementioned
documents supported the further discussions that have begun in the meantime with theg, l@atkwhich
resulted in the agreement signed on A@#¥and 23 2024, for the renegotiation of the financial profile of

the debt and the consequent revision of the financial parameters, as the parameters provided for by the
current contracts are not compatible with the Group's shahd mediumterm financial prospects

reflected in the updatd businesplan

The abovementioned updated business plghereinafter, the "Plan"), drawn up with reference to the
Group and referring tyears2024¢2027,was approved by the Board of Directors on Febrizg)y2024

and presents the Group's development guidelines in the changed context, which take into account the
expected downsizing of the gas domestic heating market as a result of the ongoing technological
transition. These guidelines are mainly based on the introduction and development of new products in
growing sectorssuch as heat pumps, controlled mechanical ventilation and hood ventilation, which
exploit technologies and markets already covered by the GroupMbitth require specific investments

for productdevelopment Similarly, growth is expected in product or market segments where combustion
will remain prevalent (commercial applications, both methane and hydrogen); finally, the Plan reflects an
expected recovery of the US market, which is currently shrinking, mdumy to macroeconomic
conditions, in the gasréplace segment and, as a result of the damage to the image resulting from the

aforementioned dispute, in the water heating segment

The development guidelines of the Metering segments, both Smart Gas Metering and Water Metering,
are defined and based on the important investments that utilities in the sector are planning and making

for the digitalization and modernization of distributimetworks

The updated Plan incorporates the main risk elements highlighted by a leading strategic consulting firm,

which analysed the underlying strategic rationales and the main risk profiles inherent in the development
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of revenues of the Group's three business units, Heating & Ventilation, Smart Gas Metering and Water
Metering. This analysis showed that the main risk elements are mainly concentrated in the mkxtigm

term prospects relating to new applications and traditional applications, with particular reference to the
Heating & Ventilation division, in view of the uncertginssociated with the progress of the technological

transition.

The Directors point out that the Plan is based on a set of assumptions, which also include assumptions

relating to future events that are not necessarily likely to occur in the expected time and manner

Coming to shorteterm planning, the Plan, for 2024 and 2025, has been detailed in a monthly cash plan,
to intercept the shortand mediumterm economic and financial dynamisd highlight the related needs

over this time horizon

With regard to the instruments to ease the situation of financial tension highlighted in the preanithie,
regard to loans included in the extension and standstill agreement, the aforementioned cash plan takes
into account the renegotiation with the credit institutions of the repayment profile and the rescheduling
of the final term that were defined witthe agreements signed on Ap22 and 23 2024 (hereinafter, the
"Agreements") These Agreements provide for the extension of the original maturities by 24 months and
the remodulation of the repayment profile in increasing instalments, with the maintemahthe current
interim intervals and the start of repayment from the signing of the Agreements, without a moratorium

period.

To further support the Group's financial situation, the abonentioned cash plan records the positive
impact, starting from the date of signing of the Agreements, deriving from a shareholder loan granted to
the Parent Company by the majority shareholdequal to Euro 5 million, interedtearing with

capitalization of the related financial charges, subordinated to bank.debt

The Agreements do not provide for the signing of further loans or specific forms of automatic commitment

on the maintenance of any existing shogtm loans

Finally, the Agreements provide for tinedefinition of the financial covenants, in line with the financial

renegotiation described and the economic and financial profile of the Business Plan

As highlighted above, the Plan was also subject independent business revi€iBR) by an independent
expert, who analysed the main economic and financial assumptions underlying the Plan, concluding that
there was no unreasonablenes§his conclusion is also supported by a sensitivity analysis of some

assumptions regarding the evolution of revenues, margins and net working capital
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The Directors assessed the uncertainty associated with the achievement of the objectives set out in the
Plan, including the targets for reducing net working capiteview of the performance of the first months

of the current year and the forecasts made, the actions that may be taken in the management of liquidity
and considering the signing of the aforementioned Agreements with credit institutions, they belidve tha
the Group will be able to fulfil its obligations in the foreseeable future and have fitrereonsidered it
appropriate to use the going concern assumption in the preparation of the consolidated financial

statements at Decembedl, 2023

IFRS accountirgfandads, amendments and interpretations applicable from
January 1, 22

The following accounting standards, IFRS amendments and interpretations have been applied for the first

time by the Group as of January 1, 2023:

IFRS 1¢ Insurance Contracts

Published on Ma$8,2017, this standard is intended to repld€dkS 4 Insurance Contracts and has been
applied as of January, 2023 The objective of the new standard is to ensure that an entity provides
relevant information that accurately represents the rights and obligations arising from the insurance
contracts issuedl'he IASB developed the standard to eliminate inconsistencies and weaknesses in existing
accounting policies by providing a singkinciplebasedframework to account for all types afisurance

contracts, including reinsurance contracts that an insurer holds

The new standard also includes presentation and disclosure requirements to improve comparability
between entities in this sectoiThe new standard measures an insurance contract on the basis of a

General Model or a simplified version of it, called the Premium Allocation Approach (JPAA")

The main features of the General Model are:

1 estimates and assumptions of future cash flows are always the current ones;

1 the measurement reflects the time value of money;

1 the estimates foresee extensive use of information observable on the market;

1 there is a current and explicit measurement of risk;

1 the expected profit is deferred and aggregated into groups of insurance contracts at the time of

initial recognition; and
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1 The expected profit is recognised over the period of the contract coverage, taking into account
adjustments resulting from changes in the assumptions relating to the cashriéatisig to each

group of contracts

The APP approach involves measuring the liability for the remaining coverage of a group of insurance
contracts provided that, at the time of initial recognition, the entity expects that liability to reasonably
represent an approximation of the General Mod€ontracts with a coverage period of one year or less

are automatically eligible for the PAA approadthe simplifications resulting from the application of the
APP method do not apply to the measurement of liabilities for outstanding claims, whicheasured

with the General ModelHowever, you don't need to discount those cash flows if you expect the balance

to be paid or collected to occur within one year from the date the claim occurred

An entity shall apply the new standard to issued insurance contracts, including issued reinsurance
contracts, held reinsurance contracts, and also to investment contracts with a discretionary participation

feature (DPF)

In addition, on Decembed, 2021, the IASB published an amendment entitlddhendments to IFRS 17
Insurance contracts: Initial Application of IFRS 17 and IERSMparative Information"This amendment

is a transitional option relating to comparative information on financial assets presented at the date of
initial application of IFRS 1The amendment has been applied as of Janda®023, together with the
application of IFRS 17, to avoid temporary accounting mismatches between financial assetsiléies liab

of insurance contracts, and to improve thsefulness of comparative information for financial statement
readers The adoption of this standard and its amendment did not have any effect on the Group's

consolidated financial statements

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

On May7, 2021, the IASB published an amendment entitled "Amendments to IAS 12 Income Taxes:
Deferred Tax related to Assets and Liabilities arising from a Single Transattierdocument clarifies

how deferred taxes are to be accounted for on certain transactions that may generate assets and liabilities
of the same amount, such as leasing and decommissioning obligafibeschanges were effective

January 1, 2023
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Disclosure of Accounting Policiedmendments to IAS 1 and IFRS Practice Statement 2 e Definition of
Accounting EstimatesAmendments to IAS 8

LYy RFGF mMH CS006N}A2 wWwnum £2 L!{. KI LdzofAOFI{d2 Rd
Policies ! YSYRYSyida G2 L!'{ ™M FyR LCw{ tNIXOGAOS t{iliGSYS
Amendments to IAS 8Amendments to IAS 1 require an entity to disclose material information about the
accounting policies applied by the Grodjne amendments are aimed at improving the disclosure of the

Group's accounting policies in order to provide more useful information to investors and other primary
usersof the financial statements, as well as to help companies distinguish changes in accounting estimates

from changes iaccounting policiesThe changes were effective January 1, 2023

Amendments to IAS 12 Income taxes: International Tax Refdtithar Two Model Rules

On May 23, 2023, the IASB published an amendment called "Amendments to IAS 12 Income taxes:
International Tax Reformg Pillar Two Model RulesThe document introduces a temporary exception to

the obligations to recognise and disclose deferred tax assets and liabilities relating to the Pillar Two Model
Rules (the rule of which is in force in Italy as of DecerBttg2023, but applicable from Januaty2024)

and provides for specific disclosure obligations for entities affected by the related International Tax

Reform

The document provides for the immediate application of the temporary exception, while the disclosure
obligations are applicable only to annual financial statements started on or after Jah83 but not
to interim financial statements with a closing date prior to Decen8ie2023; This Amendment does not

apply to the Group

Accounting standards, amendments and IFRS interpretations approved by the
European Union as of December 31, 2023, not yet mandatory and not adopted in
advance by the Group as of December 31, 2023

The following IFRS accounting standards, amendments and interpretations have been approved by the
European Union but are not yet mandatory and have not been adopted in advance by the Group as of

December 31, 2023:

Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as Current or Non
current
On January 23, 2020, the IASB published an amendment called "Amendments to IAS 1 Presentation of

Financial Statements: Classification of Liabilities as Current oictloent" and on October 31, 2022 it
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published an amendment called "Amendments to IAS 1 Presentation of Financial Statements: Non
Current Liabilities with CovenantsT'he purpose of these amendments is to clarify how to classify short
term or longterm debts and other liabilitiedn addition, the amendments also improve the information
that an entity must provide when its right to defer the extinguishment of a liability for at least twelve
months is subject to compliance with certain parameteys, lovenants) The changes come into force
from Januanyd, 2024; Early application is still permittéthe directors do not expect a material effect on

the Group's consolidated financial statements from the adoption of this amendment

Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback

On September 22, 2022, the IASB published an amendment called "Amendments to IFRS 16 Leases: Lease
Liability in a Sale and Leasebacktie document requires the sellgssee to assess the lease liability

arising from a sale & leaseback transaction so as not to recognize a gain or loss that relates to the retained
right of use The changes will apply from January 1, 2024, but early enforcement is alldhedirectors

do not expect a material effect on the Group's consolidated financial statements froradietion of

this amendment

Accounting standardamendments and IFRS interpretations not yet approved
by the European Union
At the reference date of this document, the competent bodies of the European Union have not yet

completed the approval process necessary for the adoption of the amendments and principles described

below.

Amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates: Lack of Exchangeability

On August 15, 2023, the IASB published an amendment called "Amendments to IAS 21 The Effects of
Changes in Foreign Exchange Rates: Lack of Exchangedlibtglocument requires an entity to apply a
methodology to be applied in a consistent manner in order to verify whether one currency can be
converted into another and, when this is not possible, how to determine the exchange rate to be used
and the disclosre to be provided in the notes to the financial statemenfthe change will apply from
Januaryl, 2025, but an early application is allowethe directors do not expect a material effect on the

Group's consolidated financial statements from the adoption of this amendment

2023 Annual Financial Report
112



2023 Annual financial report
Notes to theconsolidatedinancial statements

Amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments: Disclosures: Supplier
Finance Arrangements

The document requires an entity to provide additional information on reverse factoring arrangements
that allow users of the financial statements to assess how financial arrangements with suppliers may
affect the entity's liabilities and cash flows andunderstand the effect of such arrangements on the
entity's exposure to liquidity riskhe changes will apply frodanuaryl, 2024, but an early application is

allowed The directors do not expect a material effect on the Group's consolidated finandieinsats

from the adoption of this amendment

IFRS 14 Regulatory Deferral Accounts

OnJanuay, 302014, the IASB published IFRS; Regulatory Deferral Accounts, which allows only those
who adopt IFRS for the first time to continue to recognise amounts relating to activities subject to
regulated tariffs ("Rate Regulation Activities") in accordancé whe previous accounting standards

adopted Since the Group is not a firsine adopter, this principle does not apply

Click or tap here to enter text.

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 and assumptions
which, in certain circumstances, are based on historic datanaay affect the values expressed in the
financial statementsAssumptions deriving from estimates are revised periodically and the relative effects

are reflected in the income statement in 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

summarised below

In this regard, the estimates made at December 31, 2022 reflect the considerations made by the Directors
on the amounts by the public authorities of the countries affected, in addition to the RU&s##ne

conflict
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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 insur#triseletermined on the basis of
past experience or on the basis, analysis and considerations made in relation to the credit quality and

economic and market projections

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 weighted cost criteria in establishing the Tostvaluation of
inventories includes direct materials and labour costs and indirect costs (variable and Fir@d$ions
are made for materials, finished products and obsolete or slow moving items, while also taking 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 assetdf there is an impairment loss, the 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, considering the present
value of expected financial cash flows from continuous use of the .aBsetreview theefore involves

also the choice of an adequate discounting rate for the calculation of the present value of expected cash
flows. Any change in thenain 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 Explanatory Notes regarding the sensitivity analyses performed

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

CKS AYAGAFE OFLAGIEA&AFGA2Y 2F O2aia Ay &a0GNROGT &
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 henefits

Further details are reported at Note 1
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Deferred tax assets
Deferred tax assets are recognised in accordance with IAS di2cretional valuation is required by the

Directors to establish the amount of the deferred tax assets which may be recarded 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

Provisions for risks and charges
The Directors make estimates regarding other risks and chdrgparticular, 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 probable, in determining

the amount of the provision against the risks identifiEdrther details are reported at Note 15

Guarantee provisions
The Group makes provisions for the expected cost of product guaramilzemgement establishes these

provisions based on historic information concerning the frequency and the average cost of guarantees

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 these instruments were graxised
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 necessary to 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

For the sharedbased payments with employees, the Group utilises the Montecarlo simulation model for
the plans with employeesThe assumptions used for the estimate of the fair value of the shased

payments are shown in Note 37

IFRS 16Estimation of the marginal lending rate
In order to determine the implied contract interest rate, the Group uses the marginal interest Jate, i

the interest rate which the lessee should pay for a loan with similar duration and guarantees, in order to

acquire the leased asseétVhere there are no observable data (such as in the case of investees that are
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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 functional currency), the
Group estimates the rate to be applied ugiobservable 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

Relevant information on the accounting principles and valuation criteria adopted for the preparation of

the consolidated financial statements as at Deceniei2023 are set out below

Basis of consolidation principals
The consolidation scope includes the Parent Com@&iyS.p.Aand the companies in whicBIT 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 financial and 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 theexercise of 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 investment entity);

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 the voting rights results in comtrgupport 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 control of the
investment entity exists, iading:

A contractual agreements with other holders of voting rights;

A rights deriving from contractual agreements;

A voting rights or potential voting rights of the Graup
The Group reconsiders if it has control of an investee if the facts and circumstances indicate that there

have been changes in one or more of the three significant elements for the definition of cdrtteol
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consolidation of a subsidiary begins when the Group obtains control and ceases when the Group loses
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 longer exercises oolnt

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 negative balané¢here necessary appropriate adjustments are made

to the financial statements of the subsidiaries, in line with the accounting policies of the Gk gssets

YR fAFOAfTAGASAY &AKIFNBK2({ RS NEGmpadyjadsh Fléws reldtiBgats v 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 subsidiary, 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 vallibe companies included in the

consolidation scope are as follows:

i 0,

Entity Country City Currency (csurr]ra;r?ci/al?:ieti) g\,?::(;e

SIT S.p.A. Italia Padova EUR 96,162,195 100
MetersitS.r.l. Italia Padova EUR 1,129681 100
SIT Controls BV Olanda Hoogeveen EUR 46,000 100
SIT Gas Controls Pty Ltd Australia Mulgrave AUD 100,000 100
SIT Controls USA Inc USA Charlotte usbD 50,000 100
SIT Controls Deutschland GmbH Germania  Arnsberg EUR 51,129 100
SIT Controls CRy 8. RepCeca  Brno CSK 1,500,000 100
SIT Manufacturing K. Sa de CV Messico Monterrey MXN 172,046,704 100
SIT de Monterrey M. SA de CV Messico Monterrey MXN 50,000 100
SIT Controls Canada Inc Canada Ontario CAD 16,000 100
SC SIT Romani&.r.l. Romania Brasov EUR 2,165,625 100
SIT Manufacturing (Suzhou).Cid Cina Suzhou EUR 2,600,000 100
SIT Argentin&.r.. Argentina  Santa Fe ARS 90,000 100
JANZ, Contagem e Gestao de Fluidos S/ Portogallo Lisbona EUR 1,000,000 100
Plast Alfin ur.l. Tunisia Ben Arous TND 20,000 100
Sit Controls Tunisiaiga.r.l. Tunisia Tunisi TND 200,000 100
Sit MeteringS.r.l. Italia Padova EUR 1,500,000 100
Metersit UK Ltd Regno Unito Manchester GBP 150,000 100
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Method of consolidation
Thesubsidiaries are consolidated under the Hmgline 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 the finarst@ements 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 to the individual assets and liabilities their present value at the date of the
acquisition of contralAny positive difference is recorded in the ROdzNNB y i a4 S0 . 002 dzy i
The share of equity and results attributable to minority interests are recorded 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-tderpany transactions are eliminated

Translation of accounts in foreign currencies: 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 opékathe

reporting date, the assets and 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 the average exchange rate, as such
considered representative of the average of the exchange rates at the dates of the individual transactions

¢tKS RAFTFSNBYyOSa RSNAGAY3A FNRBRY (GKS | Re2dzaiYSyild 27F 2
the end of the period and the differences deriving from the different methods used for the translation of

the result are recorded to the comprehensivedme statement On the sale of a net investment in a

foreign operation, the items in the statement of comprehensive income relating to thigyforgieration

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 acquisition of that foreign operation are recorded
as assets and liabilities of the foreign optgya and therefore are recorded in the functional currency of

the foreign operation and translated at the exchange rate at the reporting.date
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The table below presents the exchange rates utilised for the conversion of the financial statements in

currencies other than the Group functional currency (Euro)

Currency 2023 2022

Decemker 31,2023 Average2023 December31, 2022 Average2022
Mexican Peso 187231 19.1830 20.8560 21.1869
Argentinean Peso 8929239 3141127 1885033 1367767
Romanian Leu 4.9756 4.9467 4.9495 49313
US Dollar 1.1050 1.0813 1.0666 1.0530
Canadian Dollar 1,4642 1.4595 1.4440 1.3695
Czech Crown 24.7240 24.0043 24.1160 24.5659
Australian Dollar 1.6263 1.6288 1.5693 15167
Chinese Yuan 7.8509 7.6600 7.3582 7.0788
Tunisian Dinar 3.3936 3.3556 3.3221 3.2509
UK Sterling 0.8691 0.8698 0.8869 0.8528

Translation of accounts in foreign currencies: transactions and balances
Foreign currency transactions argtially 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 the reporting 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 recorded in the comprehensive income statement until the sale of the

net investment, and only then is the total amount reclassified to the income staterietincome taxes

attributable to the exchange differences on the monetary items are also recorded in the comprehensive

income statement

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 instruments 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 SNJ 2 F
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in an underlying variable, is a financial asset or a financial liathen a financial asset or financial
liability is initially recognised, an entity shall measure it at its Fair Vahesprofit (or loss) arising from 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 statemerfbr accounting purposes, therefore, market warrants were
recognised as financial liabilities 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 &risl accessible for the group;

A in the absence of a principal market, in the most advantageous market for the asset or liability

The fair value of an asset or liability is measured adopting the assumptions 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 stated in the financial 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 2 inputs 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 measurement @dassified 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 recurring basis, the
Group assesses whether there have been transfers between the hierarchy levels, reviewing the
classification (based on the lowest input level, vishis significant for the fair value measurement in its

entirety) at each reporting date

Business combinations 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
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value at the acquisition dat& he 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 goodwill areljétive 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

D22RgAff NBLINBaSyida (GKS adzNLJ dza 2F GKS | OljdzA aA A

identifiable fair value of the current and potential assets and liabilities of the entity acquired

After initial recognition, goodwill is measured at cost less any loss in MallEsequent 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 impairmantgoodwill at the
acquisition date is allocated to each cash generating unit (hereafter CGU) expected to benefit from the
synergies deriving from the combinatiofiny loss in value is identified by means of valuations based on
the ability of each CGU to produce cash flows for the purposesco¥ering the part of goodwill allocated,
gAOK GKS YSGK2Ra RSAONARGSR Ay (GKS AGAYLI ANNXSylGatc 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 amounts of the items whose accounting is incomplete are
recognised in the financial statemenf3uring 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 haveedfére valugion of

the amounts recognised at that dat€he valuation period shall not extend for more than one year from

the date of acquisition

If the recoverable value of the cash generating unit is less than the attributed carrying amount, the loss in
value is recordedThis loss is not restated if the elements that generated it no longer.&Xisere the
goodwill is allocated to a CGU and the Group disposes of a part of the assets of this unit, account must be

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

Click or tap here to enter text.
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Other intangible assets
Other intangible assets, acquired separately and held bysttoeip, are recognised to assets at acquisition

cost where the cost may be reliably established 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 each year 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 definite useful life are recorded at acquisition or production cost, net of the
relative accumulated amortisation and any impairments established according to the means indicated in
0§KS &L YLI A NS y. hadtisatios, Wiich BeginsavBen the intangible asset is available for
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 prospectiVély rates used for amosgation (by

category) are as follows:

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
Heating Technology Straightline over 12 years
Metering technology Straightline over 10 years
Water metering Straightline over 7 years
Customer List Heating Straightline over 15 years
Customer List Water metering Straightline over 15 years
Order backlog Duration of the contract

Research and development costs

Research costs are recognised profit or loss in the year in which they are indDereglopment costs
incurred in relation to a specific project are only capitalised when the technical feasibility of completing
the intangible asset exists to make it available for use or sale, in addition to the ability and intention to
use or sell the a®t 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 internally and the availability of

technical, financial and other types of resources suifaS 12 O2 YLIX SGS GKS Aydl y3aac
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and use or sale and the ability to reliably measure the cost attributable to its develop@epitalised

development costs include only those costs that are directly attributable to development

Subsequent to the initial recording, the development costs are valued at cost less amortisation or
accumulated losse#ny capitalised development costs are amortised in the period in which the expected
revenue from the project is generatedhe 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 of a possible impairmefihy impairments identified are recognised to the

income statement

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 directbttributable to the acquisition or construction of a qualifying asset shall be
capitalised as part of the cost of that ass@il 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 are directly

charged to the income statement when they are incutred

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 and any changes, where

necessary, are applied prospectivelye depreciation rates applied are as follows:

Property, plant & equipment Rate %
Buildings 3
Light constructions 10
General plant 10
Specific plant 155
Kilns and accessories, producti 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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Thecarrying 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 schédnérs
is an indication of this type and in the case where the carrying amount exceeds the realisable value, the

assets must be written down to their recoverable value

The impairments are recognised to the income statem&uich 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 |yR 0221 Oterhedithihe yedr of@keliniidterR (2 GKS Ay

Leasing
Finance lease contracts are capitalized under property, plant and equipment starting from the lease start

date and measured at the fair value of the leased asset or, if lower, at the present value leasee

payments A financial debt of the same amount is recognised as liabilities, the value of which is equal to
the present value of future rents, discounted at the implied lease interest rate or at the marginal financing
rate. This value is progressively reduced on the basis of the repayment plan of the capital portions

included in the contractually stipulated rents

The lease payments are divided between the principal and the interest portion, so that a constant interest
rate is applied to the remaining balance of the debt (principal portiBimancial charges are charged to

the income statement
The assets are depreciated over the term of the lease contract
Investments
An associate is a Company in which the Group exercises signifitaenced { A Iy A FTA Ol yi Ay Tt d

refers to the power to participate in the financial and operating policy decisions of an investee, however

not exercising control or joint control

With the equity method, the investment in an associated company or a joint venture is initially recognised
atcost ¢ KS OF NNEBEAY3A |Y2dzyld 2F GKS Ay@SadySyid Aa AyONE
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of the profit or loss after the date of acquisitiofihe 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

¢KS LINPFAGkOf2aa0 aidldiSYSyd T2N GKS @Sl NI NBFt SO
associated company or joint venturény change in the other components of the statement of
O2YLINBKSyaAr@dS AyO2YS NBtFdAy3a G2 GdKSaS Ay@SaasSs
statement of comprehensive 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 and associated 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 operating result and represents the result net of taxes

and of the share of the other shareholdeof the associate

The financial statements of associates and joint ventures are prepared at the same reporting date as the
Group financial statemenidVhere necessary, the financial statements are adjusted in line with those

utilised by the Group

The investments in other companies are measured at fair value through elstych cases, the amounts

previously taken to other comprehensive income are not recycled to the income statement upon disposal

When the fair value cannot be reliably determined, these investments are measured at cost, adjusted for
impairment, which is taken to the income statemelithe reasons for the recognition of the impairment
loss no longer exist, the previously recognised impairment loss shall be revétsdmount 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 to tangible and intangible fixed

assets amid indicators that such a loss may ekisassessing whether thewrge any indicators that an
asset with definite useful life may be impaired, an entity shall consider internal and external information
sources Relating to internal sources, consideration is made of whether tleree been significant

changes in the use of the asset and whether the economic performance of the asset is different than
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expected For external sources, consideration is taken of technological or market 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 impairment 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 of the 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 value of an asset 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 gered from other assets or groups of assets; in this case the
recoverable value of the cash generating unit to which the asset belongs is estiMéted the carrying

amount of an asset or cagfenerating unit is higher than its recoverable value, this tasae incurred a

loss in value and is consequently written down to the recoverable valube 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

C2NJ 0KS LlzN1l}2asSa 2F SadAYldAay3a GKS @FftdzS Ay dzaS:s
business plans, which constitute the best estimate on the forecast economic conditions over the period

of the plan The longterm growth rate used to estimate the terminal value of the asset or unit is normally

lower than the average longerm growth rate for the sector, country or market and, if appropriate, may
amount to zero or may even be negatiieuture cash flows are estimated taking account of aufrre
conditions: the estimates therefore 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 income statement 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 Maduealue of an
asset previously written down, except for goodwill, may be restated only if there have been changes in

the estimates used to determine the recoverable value of the asset after the last recording of a loss in
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value In this case, the carrying amount following a restatement shall not exceed the carrying amount that
would have been determined (net of wrigowns or amortisation or depreciation) had no impairment
loss been recognised for the asset in prior yeArgestated amount is recorded as income in the income
statement, except when the asset is recorded as a revalued amount, in which case the restatement is
treated as an increase of the revaluatidkfter the recording of the amount restated, the depreciatiof

the asset is adjusted in future years, in order to record the adjusted book value of the 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 or loss;

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 thEne Group classifies financial assets
on initial recognition, with subsequent verification at each reporting d&ieancial assets are initially

measured at fair value, plus accessory costs, for assets not measured at fair value

Financial assets at amortised 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 cash flows;
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 recorded less 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 amouat maturity. This calculation includes all the
commissions or points paid between the parties which are an integral part of the effective interest rate,
transaction costs and other premiums or discouriier investments measured at amortised cost, the
gains and losses are recognised in the income statement when the investment is eliminated or if there is

an impairment, in addition to the amortisation process
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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, at certain dates,flagh 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 statement

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 the year in which they

OcCcur.

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 the asset and (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 apd/ards of the asset, but has transferred
control.

Where the Group has transferred 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 statementstbie Group up to the amount of its residual holding in the asset
wSaARdzZ t Ay@2f gSYSyid GKFG GFr1Sa GKS F2N¥Y 2F | 3dz
initial book value or the maximum consideration that the Group could be requirecyo whichever is

less
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Inventories
Raw materials, ancillary and consumables and denshed products are measured at the lower of

acquisition cost, including accessory charges, and the net realisable marketMatumost of inventories
includes purchase costs and other costs incurred 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 and finished products acquired for resale, and from the cost of
materials and othedirect costs incurred, taking into account the stage of completion of the production

process, for the products in woik-progress/seminished and finished products from production

The net realisable value is represented by the estimated normal sales price less the estimated costs for
completion and estimated costs to seDbsolete and/or slownoving inventories are written down in
relation to their presumed utilisation or realisable val\érite-downs are restored in future years should

the reason for the writedown no longer exist

Trade receivables and other current assets
Receivables under current assets are recorded initially at fair value, identified as the nominal xexdiee

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, finterest bearing or which mature interest below market rates are
discounted using market rate§rade 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 obtainablémpairments are recognised to the income stateméfthen, 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 amortised cost 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
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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 valu€hey are not discounted as the effect of the

discounting of cash flows is insignificant

Other liabilities included among current and Rourrent 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 liabilityAfter initial recognition, the financial liabilities shall be measured at amortised cost

using the original effective interest rate

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 purposdsfinancial liabilities other 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 of financial liabilities
A financial liability is derecognised from the financial statements when the underlying liability is settled,

cancelled or fulfilledWhere an existing financial liability is replaced by another by the same lender but
under substantially different conditions, or if the conditions of an existing financial liability are
substantially changed, such a swap or change is treated as an aionin&the original liability and the

opening of a new liability, with any differences in accounting values 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 currency or interest rate risk
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;
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A documentation 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 desigAtted

derivative financial instruments are measured at fair value, in accordance with IFRS 9

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), these are recorded at Fair Value through the income statement; therefore, the hedged
instruments are adjusted to reflect the changes airF/alue associated with the risk cover&tihere
hedging derivatives relate to cash flow changes of the hedged instruments (Cash 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

¢CNBI &dzZNE &AKIFNBa&a | OljdzZANBR I NB NBO2 NRSRThe piirch@s2,a i |

sale or cancellation of treasury shares does not give rise to any profit or loss in the income statement
The difference between the purchase 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 @ilate provisions for
risks and charges are recorded when a legal or implicit 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 subsequent year, the 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 oéftlability.

For the risks for which the recognition of a liability is considered possible, relative disclosure is made and

no provision is recorded
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Postemployment benefit provision
Postemployment benefits issued at the time of or subsequent to employment are divided between

defined contribution plans and defined benefit plaf®r the defined contribution plans, the legal or
implied obligation of an enterprise is limited to the amount of contributions to be .[faid the defined
benefit plans, the obligation of the entity concerns the granting and assurance of the agreed employee

plans: consequently, the actuarial and investment risks are borne by the company

Until December 31, 2006, the Pemiployment benefits for the Italian Group companies were classified

4 GRSTAYSR 0SySTAi(é¢ (eSS LXIlIyar gAGK AYRSLISYRSYy
valuing the receivableThis calculation involves an estimate of the amount of the benefit to be received

by an employee at the expected employment conclusion date, utilising demographic assumptipns (e
mortality rates and personnel rotation rates) and financial assumptiomgstfee discount rate anduture

salary increase rates)his 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 N2B6 of December 27, 2006, the Peshployment

benefit of the Italian Group companies, for the portion matured from January 1, 2007, was substantially
O2yaARSNBR a Ofl aaiTAl o.finParticdar, thesé dndrifliheyitS iRtroddéy” (i NA o d.
the option for the worker to choose the allocation of their maturing Parsiployment benefit as follows:

new Postemployment benefits accruing may, in companies with more than 50 employees, be channelled

by theworker 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 permitted by IAS 19 which requires
the separate recognition in the income statement bitcost items relating to employment services
(classified under personnel expense) and net financial charges (classified under financial items), with
recording of the actuarial gains and losses deriving from the measurement each year of the assets and
liabilities in the comprehensive income statemerthe gains and losses deriving from the actuarial
calculation of the defined benefit plans (Pashployment provision) was entirely recorded to the

comprehensive income statement
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Sharebased payments

Equitysettled sharebased payment transactions

A number of strategic Group employees receive part of their remuneration in the form of-bhaesl

LI 2YSyidas gAlK (KSaS SYLi28S5Sa GKSNBEF2NB LINRPJARAY
NEJdz F iSR G4NIyal OdAazyato

The cost of the equitpased transactions 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 G(G23SGKSNI gA0GK GKS O2NNBaLRyRAYy3I AYyONEBI
expense over the period in which the performance and/or service conditions are satifiedcumulative

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 available of the number of participating instruments which will
effectively mature The cost or revenue recorded in the income statement for the year ssms the

change of the cumulative cost recorded at the beginning and at the end of the year

The service or performance conditions are not taken into consideration when the fair value of the plan is
defined at the assignment dat&Account however is taken of the probability that these conditions will be
satisfied in calculating the best estimate of the number of equity instruments which will maithie
service conditions are reflected in the fair value at the assignment datg other condition related to

the plan, which is not a service obligation, is not considered as a maturation condifibe 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 and/or service conditions are
not satisfied When the rights include a market condition or a rmaturation condition, these are treated

as if they independently mature from the fact that the market conditions or the othermaturation
conditions to which they are subject are complied with or arthise, 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 absence of changes to the plan, in the presumption that the original conditions of
the plan were satisfiedIn 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 case favourable for employees; this cost is

measured with reference to the date of the chand®hen a plan is cancelled by the entiy by the
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counterparty, any remaining element of the fair value of the plan is expensed immediately in the income

statement

The effect of thedilution 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 high performance 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 sale of the product, 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,

where the 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 and taxes directly associated with the sale of the
product or the provision of the servic&/hen 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 IASP8@visions, 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 4G 6KAOK GKS {KIFNBK2fRS
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Financial income and charges
This includes all the accounts of a financial nature recorded in the income statement in the period,

including interest expense matured on financial debt (mainly on bank overdrafts, mediuméang

loans), the changes in the fair value of financial litidxél (Performance Shares and Warrants), the currency
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 treatnfetiieo

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 Greyjare recognised

to the income statement, except where 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 authoritiesThe tax rates and regulations used to calculate such amounts are those in force at the

reporting date

Deferred taxes
Deferred tax assets/liabilities are calculated on all temporary differences between the values recorded in

the financial statements and theorresponding 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 or 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 statemewtson the fiscal result;

A the reversal of the temporary differences, related to investments 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 carried forward, to the extent of the probable existence of adequate future tax profits, that can
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justify the use of the temporary deductible differences, credits and fiscal loses carried forward, with the

following exceptions:

A when the deferred tax assets related 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 reswlthe financial statements or on the

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 foreseeable future and there 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 recoveffhe carrying amount of 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 assétnrecognised deferred tax assets are reviewed

at each reporting date and are recognised to the extent of the probability that the taxabbme 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 expected to be applied 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 isslias of the reporting date of the financial statements

Deferred taxes concerning items recognised outside of the income statement are also recognised outside
of the income statement and therefore to equity or to the comprehensive income statement, in line with

the item to which they refer

The Group offsets deferred tax assets and deferred 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 authiyr by the same taxpayer or other taxpayers who 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 liabilibesiéferred taxes are expected to

be settled or recovered
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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
circulation (the denominator) during the ye&@rdinary 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 int@ontingently issuable shares are treated as outstandimbare included

in the calculation of basic earnings per share only from the date on which all necessary conditions have
been satisfied (&. the events have occurred¥hares whose issue is subject only to the lapsing of time 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 financialG I § SYSy (a4 Q Rb dalBula The dilutddIdEPnidids fper

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 anecorded at 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 recognised as a direct reduction of the fixed assets and credited to the Income Statement in
relation to the residual depreciation period to veh the asset referperating grants are fully recognised

to the income statement at the moment in which they satisfy the conditions for their recognition
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Notes to the financial statements

COMMENTS ON THE MAIN ITEMS OF THE CONSOLIDATED BALAN

SHEET

Non-current assets

Note 1: Goodwill and Othentangible assets

Balance at . . L Other Translation  Balance
(Eurq000) Dec 31, 22 Increases Disposals Write-downs ~ Amortisation movements _ differences at Dec
31, 23
Goodwill 87,946 - (17,000) - - 70,946
Development costs 4 331 - (180) 573 727
Patent rights 9,588 409 9) (3,215) 143 6,924
Concessions, licence 18,465 5 (1,668) 5 357 17,163
and trademarks
Other intangible 25,606 227 (4,021) 105 © 21,917
assets
Intangible assets in 1,614 3,258 (826) 3 4,050
progress and advance
Total other intangible 55,276 4,230 ©) (9,084) 360 50,781
assets
Total Goodwill and
Other intangible 143,222 4,230 9) (17,000) (9,084) 360 121,727
assets
GOODWILL

At December 31, 2@ goodwill amounted to Euro 70,946 thousand

The total includes

A Euro 78,138 thousand recognised following the acquisition of the Group company SIT La Precisa

S.p.Aon May 2, 2014As per IFRS 3 Business combinations, on acquisition the assets and liabilities

of the Group were measured at fair value at the acquisition datee excess between the

consideration of the transaction (Euro 201,553 thousand) and the fair value of the assets and

liabilities acquired was allocated (where possible) to identifiable assets

A Euro 8,617 thousand recognised following thequisition of the company JANZContagem e

Gestdo de Fluidos, SA completed on December 29,.2026€ business combination was

accounted for in accordance with IFRS 3
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A Euro 1,191 thousand recognised following the acquisition of the company Plast .Alfih &
July 17, 2020The transaction will enable the Group to achieve cost savings by producing certain

plastic components internally

A Euro 17,000 thousand of writdowns as a result of impairment test on the Heating & Ventilation
CGU carried out at Jurg, 2023 during the preparation of the hatear financial reportAsa
resultof the impairmenttest on the consolidatedfinancialstatementsasat December31, 2023,

no further losseswvererecognizedpleaserefer to the dedicatedsectionfor further details

As a result of the above indicated writlewn. Goodwill totalling Euro 70,946 thousand at June 30, 2023
was allocated to the Heatin§ VentilationCGU for Euro 45,122 thousand, the Smart Gas Metering CGU
for Euro 17,207 thousand, and the Water Metering CGU for Euro 8,617 thausand

DEVELOPMENT COSTS

As of December 31, 2023, development costs amounted to Euro 727 thausand

The item mainly consists of the capitalizatioininternal personnel costsy the company Metersi§.r.1,
external consultancy and prototypes attributable to the Vision project in place with one of the company's
main customers and concerning the design and supply of electronic gas meters with dual communication

channels with additional functions

In 2023 the costs for this project amounted to Euro 311 thousand, while Euro 573 thousand were part of
fixed assets under construction in the previous yaar2023, the first revenues relating to the project

were realized, so that the amortization of Euro 177 thousand was carried out

PATENTS AND INTELLECTUAL PROPERTY RIGHTS

The account includes the ngratented technical/production and technological knéwew identified

within the Business Combination of May 2014, for an original amount of Euro 25,322 thoU$asd
corresponds to the allocation of the excess of the price paid over the consolidated net equity carrying
FY2dzyiaz oF&SR 2y |y AbDé&edbs RIS 003, thebdsiGublivala is EurdA y A 2
3,524 thousand relating to the Heating & Ventilation sector and Euro 240 thousand relating to the Smart

Gas Meteing sector

2023 Annual Financial Report
139



2023 Annual financial report
Notes to theconsolidatedinancial statements

The amount also includes the effects 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 thougsinDecember 31, 2023, the

residual value amounts to Euro 1,915 thousand, amortised over 7.years

The account in addition includes software licenses and new industrial trademark registration costs or

those for theregistration in new countries of existing industrial trademarks

Changes in the financial year are mainly related to amortisation; the increases refer to the filing of new

patents and implementation of new software

CONCESSIONS, LICENSES AND TRADEMARKS

¢tKS Y2dzyG 2F 9dzNB mMTImMco (K2dzAlFYyR A& YFAyte FaGadN
identified for an original total amount of Euro 23,995 thousand as part of the merger of the company SIT

La Precis&.p.A.on May 2, 2014; these values were calculated with the support of an independent
SELISNI &4 Q O At DHcdmbe? 31, 2028, 1B Nediidual value is Euro 10,433 thousand relating to

the Heating & Ventilation sector and Euro 1,964 thousand relating to the Smart Gas Metering sector

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 thousan®ecember 31, 2023, the

residual value amounts to Euro 1,427 thousand, amortised over 10.years

Changes in the financial year are mainly related to amortisation

OTHER INTANGIBLE ASSETS

This account, amounting to Euro 21,917 thousand, includes the residual value of the customer relationship
identified, with reference to the Heating & Ventilation sector, as part of the acquisition of SIT La Precisa
S.p.Aon May 2, 2014, whose Fair Value was originally determined at Euro 42,690 thousand; this value

gl a OFfOdA I SR 2y GKS o6laira 2KSAPRAIISYREY N5 6 E U8 R :
value at December 31, 2023 amounted to Euro 15,179 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 value of Euro 1,013adtiisand The expected useful life was set at 15 years and 4 years,
respectively, with nodinear amortisation in proportion to the contract billing periodt December 31,

2023, the residual value is Euro 5,765 thousand and Euro 260 thousand respedtiielgccount in
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addition includes costs incurred for the installation of the SAP operating system, in addition to those for

the acquisition of the Piteco Evolution centralised treasury operating package

INTANGIBLE ASSETS IN PROGRESS
Increases include development costs, which were capitalised during the year in relation to three new
projects in the Smart Gas Metering segment for Euro 737 thousand and four new Heatergikation

projects for Euro 1,849 thousand

IMPAIRMENT TEST
The goodwill arising 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

Throughout 2023, the Heating market saw a significant slowdown in demand as a result of the absence of
the sector incentives in place in 2022, in addition to the effects of inflation and the high interest rates on
household spending capacityhis shorterm dynamic is considered against the general backdrop of the
energy transition toward electric heating applianceg(beat pumps) in place of combustion appliances
(gas boilers), which is a medium/lotgrm sector trend being monitored by the Company, both as an
active participant in the public debate and in its relations with its technical and commercial pariiers
Company in fact has at the same time taken into consideration the possible development of demand for

its products and solutions and is investing in redefining its portfolio

It should be noted that, during the preparation of periodic hadfr report as at June 30, 2023, the
5ANBOG2NAR O2yaARSNBR GKIFIG GKS FFoNMHzZIG YINy SO at26R
performance, in a financial context conditioned byighhlevel of working capital (excess of inventory in

the entire supply chain), constituted a-salled trigger event such as to make it necessary to carry put the
impairment test on net invested capital as at June 30, 2023 of the two CGUs most affectieel by

phenomena mentioned: Heating & Ventilation and Smart Gas Metering

The impairment test revealed the need to adjust the carrying amount of the goodwill of the Heating &

Ventilation CGU to its recoverable amount by recording an impairment loss of Euro 17.million

As at December 31, 2023, goodwill therefore amounted to Euro 70,946 thousand and was allocated to
the Heating & Ventilatio@GUor Euro 45,122 thousand, to the Smart Gas Metering CGU for Euro 17,207
thousand and to the Water Metering CGU for Euro 8,617 thousand
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During the preparation of the annual financial repagat Decembei31, 2023, the Directors subjected
the aforementioned goodwill to impairment tests, the tests were submitted for approval by the Board of
Directors on April 24, 20Zéllowing an analysis by the Control, Risks & Sustainability Comroittégoril
22,2024

The cash flows supporting the impairment test are based on the -202% business plan drawn up by
Management and approved by the Board of Directors on February 29, 2024, appropriately adjusted to
take into account the requirements of IAS.3khis plan represents an update of the business plan

approved on September 15, 2023

The PAM 2022027 business and financial plan presents the revised Group guidelines within the changed
environment, which takes account of the expected domestic gas heating market contraction as a result of
the ongoing technological transitioriThese guidelines are mainly based on the introduction and
development of new products in growth sectors, such as heat pumps, controlled mechanical ventilation,
and range hood ventilation, which leverage existing Group technologies and mér&etequire specific
investments for product developmentSimilarly, growth of product segments and markets where
combustion shall remain prevalent is expected (commercial applications nadtinal gas and hydrogen)
Finally, the plan reflects the expected recovery of the US market, currently contracting in view of general
economic conditions in the gas fireplace segment, and as a result of the damage to image caused by the

above water heating segment dispute

Metering development guidelines, both for Smart Gas Metering and Water Metering, are similarly defined
and based on the significant investments that the sector utilities are scheduling and deploying for the

digitalisation and modernisation of distributioretworks

The updated plan incorporates the main risk elements highlighted by a leading strategic consulting firm,
which analysed the underlying strategic rationales and the main risk profiles inherent in the development

of revenues

In particular, the methodology adopted by the independent consultant involved was based on the
definition of a Market risk and an Execution RiM&rket risk has broken down the main drivers underlying
demand, including the risks associated with thecatied "Climate change", the impact of which has been
analysed both for the main geographies of interest and for product segmienggldition, in the area of
Market risk, was identified the impact related to the evolution of sector regulatignghe EU ad in the

main countries of interest to the Groupclosely linked to the Climate Change risk
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The plan has been subject to an Independent Business Review ("IBR") as part of negotiations with the
credit institutions referred to in the Going Concerhsection of these explanatory notedis activity did

not reveal any elements of unreasonableness regarding the main assumptions underlying the evolution
of the revenues envisaged in the pldmaddition, in order to carry out the impairment test, the Company
availed itself of the support of a leading independent accounting and auditing firm, whitysadahe
methodology used and the calculations carried out, issuing a favourable opinion on the results that

emerged

The Company's intent, both witleference to the IBR carried out on the plan and to the external support

in the preparation of the impairment test, was to avail itself, where possible, of the support of
independent third parties in the verification of the estimates made and the methailesoappliedThe
Directors, however, point out that the plan in question is based on a set of assumptions that also include
assumptions relating to future events that are not necessarily likely to occur in the time and manner

envisaged
The parameters used to carry out the impairment tests on the Group's GCUs are shown below

Heating & Ventilation CGU
The growth rate (g) is assumed to h&%
¢KS 1'SFGAy3 /DI Qa 2!/ /: gl a SaAGAYIGSR o0& | aadzyAy3
A Risk free rate: calculated as a weighted average, based on-gdaalperiod, of the specific risk
free rates of the individual countries in which SIT operates, using the CGU's projected budgeted
revenues for the year 2024 in the relevant country as agtving
A Market equity risk premium: assumed to b&6% based on the latest findings of the independent
consulting firm Kroll and the latest broker reports studies;
A Beta unlevered: calculated as the average value of a panel of listed companies deemed
comparable to the CGU's business;
A Additional risk premium: ihine with the impairment test carried out in the 2023 hg#ar report,
it was deemed appropriate to include execution risk, confirmifig/das an additional premium;
A Reference rate for calculating the cost of debt: assumed to be equal @vitrage, on a halfear

basis, of the Euribor interbank rate with a-§8ar maturity;
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A Estimated spread: calculated based on the average value of market credit spreads of the panel of
comparable companies used to estimate the Beta;
A Financial structure: calculated based on the average value of the financial structures of the panel
of comparable companies used to estimate the Beta
The resulting discount rate (WACC) of6D3% reflects at the reporting date estimates of the market

valuation and the cost of money and takes account of the specific and sector risk

At the end of the Impairment process, the estimated recoverable value for the CGU, equal to Edro 210
million, is sufficient to guaranteeleadroomwith respect to the book values recorded in the financial

statements as at 312.2023 (Euro 200 million) for Euro 9 million

Considering the assumptions described ab@g=of the preparation datef the Financial Statements, the
recoverable value of the net invested capital of the Heating & Ventilation CGU is higher than the net
carrying amounts and therefore there are no indications that goodwill or other intangible assets may have

suffered further impairment losses

The results were subject to sensitivity analysis, in order to establish horeshé of the valuation process
may change based on the key assumptions such as the discount rate applied to the cash flows and the

growth rate The following table summarises this sensitivity:

WACC

10.87% 10.62% 10.37%

8.6 15.0 21.9
g rate 36 16.2
(1.1) 4.7 10.9

The breakeven WACC,.&. the discount rate for which thbeadroomis reduced to zero, is 10%

It should also be noted that the percentage reduction in expected cash flovesatdr year of the plan,
and in the terminal value, which, taking into account the other parameters used to carry out the test,

would bring the Headroom to O is equal t6%

Smart Gas Metering CGU
The growth rate (g) is assumed to be.2%

¢KS {YINI DFr& aSGiSNRAYy3I /D!Q&a 2!'// ¢ta SatAavyldasR
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- Risk free rate: calculated as a weighted average, based ongdaalperiod, of the specific risk free

rates of the individual countries in which SIT operates, using the CGU's projected budgeted revenues for
the year 2024 in the relevant country as aighting;

- Market equity risk premium: assumed to bé&B% based on the latest findings of the independent
consulting firm Kroll and the latest broker reports studies;

- Beta unlevered: calculated as the average value of a panel of listed companies deemed comparable
to the CGU's business;

- Additional risk premium: equal to.2%, consistent with previous Impairment exercises;

- Reference rate for calculating the cost of debt: assumed to be equal taviigge, on a halfear

basis, of the Euribor interbank rate with a-§@ar maturity;

- Estimated spread: calculated based on the average value of market credit spreads of the panel of
comparable companies used to estimate the Beta;

- Financial structure: calculated based on the average value of the financial structures of the panel

of comparable companies used to estimate the Beta

The resulting discount rate (WACC) of5P4 reflects at the reporting date estimates of the market

valuation and the cost of money and takes account of the specific and sector risk

As a result of the impairment process, the estimated recoverable value of Euvfariion for the CGU
is sufficient to ensure Headroom compared to the carrying amounts recorded findrecial statements
at 31.12.2023 (Euro 483 million) for Euro % million

Considering the assumptions described, at the date of preparation of the Financial Statements, the
recoverable amount of the net invested capital of the Smart Gas Metering CGU is higher than the net
carrying amounts and therefore there are no indicatidmattgoodwill or other intangible assets may have

suffered impairment losses

A sensitivity table is also showing the trend of theadroombetweenthe Recoverable Amouand the
book value of the CIN as a function of the WACC and-thageg

WACC
11.72% 11.47% 11.22%
53 6.8 8.3
a rate 4.2 7.0
3.1 4.4 5.8
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The breakeven WACC.g. the discount rate for which theeadroomis reduced to zero, is 1&%

It should also be noted that the percentage reduction in cash flows expected for each year of the plan,
and in the terminal value, which, taking into account the other parameters used to carry out the test,

would bring the Headroom to 0O is equal t0.0%

Water Metering CGU

The growth rate (g) is assumed to h8%

¢KS 2 GSNJ aSG4SNAy3a /D!'Qa 2! // ¢gta SatdAYlFIdiSR o0& I a
- Risk free rate: calculated as a weighted average, basedhaligear period, of the specific risk free

rates of the individual countries in which SIT operates, using the CGU's projected budgeted revenues for
the year 2024 in the relevant country as a weighting;

- Market equity risk premium: assumed to bé&6% based on the latest findings of the independent
consulting firm Kroll and the latest broker reports studies;

- Beta unlevered: calculated as the average value of a panel of listed companies deemed comparable
to the CGU's business;

- Additional risk premium: equal t0.8%, consistent with previous Impairment exercises;

- Reference rate for calculating the cost of debt: assumed to be equal to the average, ofyeanalf
basis, of the Euribor interbank rate with a-§8ar maturity;

- Estimated spread: calculated based on the average value of market credit spreads of the panel of
comparable companies used to estimate the Beta;

- Financial structure: calculated based on the average value of the financial structures of the panel
of comparable companies used éstimate the Beta

The resulting discount rate (WACC) is5%0 and reflects market valuation estimates, the cost of money

and takes into account specific risk and industry at the reference date

At the end of the impairment process, the estimated recoverable value for CGU, equal to BurglBén,
is sufficient to guaranteeleadroomwith respect to the book values recorded in the financial statements

as at 3112.2023 (Euro 3® million) for Euro % million

Considering the assumptiordescribed, at the date of preparation of the Financial Statements, the
recoverable amount of the net invested capital of the Water Metering CGU is higher than the net carrying
amounts and therefore there are no indications that goodwill or other intangib®ts may have suffered

impairment losses
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A sensitivity table is also showing the trend of theadroombetweenthe Recoverable Amouand the

book value of the CIN as a function of the WACC and-tageg

WACC
10.75% 10.50% 10.25%

g rate

The breakeven WACC,.&. the discount rate for which thbeadroomis reduced to zero, is 1424

It should also be noted that thpercentage reduction in expected cash flows for each year of the plan,
and in the terminal value, which, taking into account the other parameters used to carry out the test,

would bring the Headroom to 0 is equal t0.2%

Note 2: Propertyplant and equipment

Changes in property, plant and equipment for the year 2023 are summarised in the table below

(Euro,000)
Historical Accum Of which Historical Accum Of which
cost at Deprec at Balance at & w A-&f-K cost at Dec Deprec at Balance at & w A-&f-K
Dec 31, Decp31 o Dec3l 22 dza S ¢ 31 23 Dec31, Dec31,23 dzaS¢
e ’ 16 ' 23 16
Land & buildings 57,233 (27,960) 29,273 9,731 56,070 (29,855) 26,215 8,127
Property, plant and 154,370  (123,070) 31,299 . 160,159 (131,705) 28,453 -
equipment
L”qdu‘f;g:‘;"nf‘ commercial ;675 (96,989) 10,686 1,253 110,679  (99,829) 10,850 1,323
Other assets 14,961 (9,925) 5,036 3,557 15,377 (10,516) 4,860 3,393
Assets in progress and 29,823 - 29,823 . 34,891 . 34,891 .
advances
Zgﬁ‘:}&fﬁf’w* plantand 56/ 06 (257,944) 106,118 14,541 377,176 (271,906) 105270 12,843

The following tables outline the changes in the historic cost armimulated depreciation in 2023 by

category
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HISTORICAL COST

(Euro,000)
of
Historical cost O Ui . Other Translation AlEEEE \,NhICh
atDec3l 22 O w A-&FK | Increases Disposals movements  differences costat & wA-3
’ dza Sé¢ L Dec 31, 23 of-dza ¢
IFRS 16
Land & buildings 57,233 14,194 606 (1,070) 157 389 56,070 13,290
Property, — plant  and 154,370 - 3,781 (1,108) 2,000 1,115 160,159 -
equipment
Industrial & commercia 107,675 2,912 3,599 (3,980) 3,192 194 110,679 2,691
equipment
Other assets 14,961 7,238 1,381 1,217) 170 82 15377 7,172
Tangible ~ Assets i 29,823 - 10,549 - (5,518) 38 34,801 -
progress and advances
Total Property, plant and 364,062 24343 19,916 (7,375) - 1,818 377,176 23,152

equipment

Acquisitions refer principally to plant, machinery and moulds for the development and manufacturing of
new products, in addition toefurbishment and efficiency and production technology improvemenhite
increases also include commitments for IFRS 16 relating to contracts concluding in the period and

renewed in the yearfor further information, reference should be made to Note 35

The increases in assets in progress include costs that are being incurred by the Parent Company for the
NEFdZNBDAAKYSYd 2F GKS frFroa Fd GKS KSIFRIdzZ NISNAR Ay

The decreases in the year are due to disposals and sales of property, plant and equipment, largely already
depreciated Other movements include investments which at December 31, 2022 were in progress and

which in 2023 became fixed assets to be depreciated

ACCUMULATED DEPRECIATION

(Euro,000)
Of which Of which
Provisionat & wA-af-k  Deprec Disposals ranslation Balance at & w A-&fK
Dec 31,22 dza S¢ P differences Dec 31,23 dza S¢
16 16
Acc Depr, Land & buildings (27,960) (4,463 (2,602) 997 (291) (29,855) (5,163
Acc Depr, Property, plant anc 1,5 70 - (8,886) 1,108 (857) (131,705) -
equipment
Acg Depr, Industrial & (96,989)  (1,659) (6,415) 3,757 (182) (99,829)  (1,367)
commercial equipment
Acg Depr, Other assets (9,925) (3,681) (1,665) 1,150 (77) (10,516) (3,779)
Tangible Assets in progress a ) ) ) ) ) ) )
advances
Total accumulated depreciation ;7 o, (g g03) (19568) 7,012 (1,406)  (271,906)  (10,309)

Property, plant and equipment

Property, plant and equipment were depreciated at December 31, 2023 at the following rates:
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Rate
Land & buildings 53.25%
Plant & machinery 82.23%
Industrial and commercial equipment 90.20%
Other assets 68.39%
Leasing 44.53%

WRITEDOWNS

The account at December 31, 2023 amounts to 1,244 thousand Euro, of which 1,002 thousand Euro relates
to the partial writedown of the building of the Parent Company's current headquaritendew of the
planned move to the new headquarters under constructiord 242 thousand Euro to the partial write

down of theRight of useelating to the lease of the production plant of the subsidiary Sit ContrdlsaB

a consequence of the ongoing corporate reorganization prodessfurther information, please refé¢o

the Directors' Report

Note 3: Equity investments

The following table reports the movements in 2023 in the investments account

(Euro,000)
Equity investments Balance at Increases in_ the Decrease_s in Other changes Balance at
31/12/2022 period the period 31/12/2023
Company
Immobiliare Golf Montecchia 28 - - - 28
Fondazione ABO Iiguidation 6 - - - 6
Italmed Llc 378 - - - 378
Cyrus Intersoft Inc 366 - - - 366
InfracomS.p.A. 521 - - - 521
Immobiliare Polesana (ex IMER) 1 - - - 1
Upsens srl 300 - - - 300
Hybitat srl - 2 - - 2
Aguametric Solutions SA - 25 - - 25
Conthidra SL 280 - - - 280
Other minor 1 - - - 1
DoubFfuI_ det_)t provision Fondazion ©) ) ) ) ©)
ABO in ligwrite-down prov
Italmed Llcwrite-down prov (378) - - - (378)
Cyrus Intersoft Inavrite-down prov (366) - - - (366)
InfracomS.p.Awrite-down prov (502) - - - (502)
Total equity investments 630 27 - - 657

In December 2023, the subsidiary MeteiSit.l.subscribed 4996% of the share capital of the company

Aquametric Solutions SA, based in Lisbon and having as its object the design, production and sale of
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advanced water meters for domestic uSéhe incorporation of the company was completed on January
15, 2024

The increase of Euro 2 thousand refers to the subscription of 20% of the share capital of ByHbitat

established on July 7, 2023

Note 4: Current and nenurrent financial assets

The breakdown of financial assets at December 31, 2023 is as follows:

(Euro,000) 31-dic-23 31-dic-22
Guarantee deposits 335 325
Restricted deposit accountong term 1,000 1,500
Longterm participatory financiaihstruments 150 -
Longterm derivative financial instruments 1,049 3,361
Non-current financial assets 2,533 5,186
Shortterm deposits 4,250 3,450
Restricted deposit accounshort term 498 500
Shortterm derivative financial instruments 1,883 2,319
Other current financial assets 6,630 6,269

The main accounts are commented upon below

RESTRICTBEPOSIT ACCOUNT (SHORT AND MEDIUM TERM)

In 2020, the Parent Compa®T S.p.Apaid Euro 3,000 thousand on behalf of the subsidiary Sit Metering
S.r.l.as a guarantee, as part of the acquisition of the company JANZ Contagem e Gestao de Flatdos SA
December 31, 2022, the amount of Euro 2,000 thousand, recognised under current afudimemnt
financial assets, was paid in as a restricted deposit for the maximum duration of 5 §esdrsuld be
noted that, in early 2023, the shetérm portion of the restricted deposit account was also released

accordance with the contract

PARTICIPATORY FINANCIAL INSTRUMENTS

The item, equal to Euro 150 thousand, refers to the equity financial instruments issued by Sybltat
and subscribed by the Compatpllowing the establishment of Hybit&tr.l, the shareholderSIT S.p.A.

and eNovia $.A. have committed to ensure that in the first 36 months from the date of establishment,
the Board of Directors will offer up to 80,000 participatory financial instruments (SFP) for subscription to
shareholders (in equal measure) at a price of 100 euro.gdetse financial instruments give shareholders

an option right to subscribe to a capital increase with the aim of implementing tiseness plan and

achieving the related milestones
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As of December 31, SIT had subscribed 1,500 SFP for a total value of Euro 150 thoslsauid be noted
that SIT has committed (as well as its shareholder eN®yiad) to subscribe at least 29,000 SFP within
36 months from the date of incorporation (of which 12,000 SFP within 18 months and 17,000 SFP within

the following 18 months)

DERIVATIVE FINANCIAL INSTRUMENTS (SHORT AND MEDIUM TO LONG TERM)
The value of derivative financial instruments as of December 31, 2023 amounted to a total of Euro 2,932

thousand and includes:

A 1,883 thousand euros relating to the current portion of IRS contracts on existing loans, of which
1,543 thousand euros relating to the 2021 SFA loan, 136 thousand euros relating to the Unicredit
loan and 204 thousand euros to the current portion of the ¢Bi&ract on the loan entered into
with Cassa Depositi e Presfitip.A.

A 1,049 thousand euros relating to the nearrent portion of IRS contracts on existing loans, of
which 961 thousand euros relating to the 2021 SFA loan, 22 thousand euros relating to the
Unicredit loan and 66 thousand euros to the current portion of the d®8ract on the loan

entered into with Cassa Depositi e Pressifp. A.

SHORTERM DEPOSITS

The amount relates entirely to the payment of a security deposit to a supplier to guarantee supplies of
electronic components having particularly long lead times and whose delivery has been particularly
unpredictable over the past 12 monthEhis deposit constitutes the commitment 8T S.p.A(for Euro

3,100 thousand) and Meters&.r.l.(for Euro 1,150 thousand) to maintain orders to support the supplier's

business in the current context of electronic component shortage

Note n 5: Deferred tax assets
Details of the temporary differences and the consequent deferrecsmets as at Decembgt, 2023 and

Decembef31,2022 are provided below, based on the breakdown by nature of the temporary differences:

(Euro,000) Changes IRES Changes IRAP IRES tax effect IRAP tax effect
Employee provisions 7,479 4,525 1,811 176
Other risk and charges provisions 3121 1,944 820 76
Costs deductible in future years 2,268 - 680 -
Write-down of inventories 4,046 2,788 1,046 109
Deprec. suspended on revaluations 171 171 41 7
Tax losses 43165 - 11,018

Non-deductible interest 1,228 - 295 -
Write-down of tangible fixed asset 1,002 1,002 241 39
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Other & overseas 2,055 49 571 2
Inter-company transactions 6,740 6,740 1,618 263
Unrealised foreign exchange losses 259 - 62 -

Total 71,533 17,220 18,202 672

Balanceas of December 31, 2022
(Eurg000) Changes IRE Changes IRAF IRES tax effect IRAP tax effect
Employee provisions 5,115 4,294 1,276 167
Other risk and charges provisions 1,721 1,719 413 67
Costs deductible in future years 6,815 - 2,044 -
Employee benefits (42) - (10) -
Write-down of inventories 2,443 2,099 607 82
Deprec. suspended on revaluations 171 171 41 7
Tax losses 15,630 - 3,751 -
Non-deductible interest - - - -
Other & overseas 1,680 49 479 2
Inter-company transactions 5,294 5,294 1,271 206
Cash Flow Hedge Reserve - - - -
Unrealised foreign exchange losses 368 - 88 -
Total 39,195 13,628 9,961 531

The tax effect on IFRS16 leases is equal to 1,121 thousand euros of deferred assets and 1,026 thousand

euros ofdeferred tax liabilities Deferred tax assets were recognised on the basis of the directors'

assessment that there is a probability that the Group's entities will be able to generate taxable income in

future years sufficient for their recoverability over a time horizon of appraxéaty 6 years

Current assets

Note 6: Inventories

Inventories, presented in the financial statements net of the obsolescence provision, are comprised as

follows:

(Euro,000) December 31, 202! December 31, 202:
Raw materials, ancillary and consumables 49,700 52,549
Work-in-progress and senfinished goods 18,235 17,204
Finished products and goods 15,362 20,938
Advances to suppliers 17 661
Inventories 83,315 91,352

The movements in the inventory obsolescence provision were as follows:

2023 Annual Financial Report

152



2023 Annual financial report
Notes to theconsolidatedinancial statements

(Euro,000) December 31, 202!
Obsolescence provision 31/12/2022 3,744
Utilisation in the period (662)
Provision for the period 2,170
Exchdiff. 23
Obsolescence provision 31/12/2023 5,274

The provision reflects the reduced value of inventories due to obsolescence, slow mosemasia 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) December 31, 202! December 31, 202:
Trade receivables 63,126 65,440
Receivables from companies of the Group 20 -
Trade receivables from holding company 1,053 609
Trade receivables from companies subject to control of holding company - 18
Current trade receivables 64,200 66,067
Doubtful debt provision (741) (2,267)
Trade receivables 63,459 63,800

TRADE RECEIVABLES

They refer to the direct commercial relationships that the Group has with customers, net-@éocouarse
receivables assignment transactions of E4r676 thousand carried out by the Group and referring to
transactions carried out by the Parent Company with its customers and Euro 1,288 thousand to customers

of the Romanian subsidiary

The amount is stated net of the doubtful debt provision which expresses reasonably expected losses both

on the basis of prior nogollection and amounts overdue

RECEIVABLES FROM COMPANIES OF THE GROUP

This item refers to receivables from Conthidra,& company consolidatedith equity method.

DOUBTFUL DEBT PROVISION

The doubtful debt provision amounts to Euro 741 thousand, with the movements in 2023 reported in the

following table:
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(Euro,000) December 31, 202!
Doubtful debt provision 31/12/2022 (2,267)
Utilisation in the period 1,812
Provision for the period (285)
Exchage Rate effect -
Doubtful debt provision 31/12/2023 (741)

The Group did not receive guarantees on receivahlestable below presents the exposure to the

credit risk on trade receivables:

(Euro,000)

Trade receivables 3(?;2 d>a$/: Total
December 312023
Trade receivables 2,02¢ 1,832 63,12¢
December 31, 2022
Trade receivables 2,144 2,991 65,44(

Note 8: Other current assets

The account is broken down as follows:

(Euro,000) December 31, 2023 December 31, 2022
Tax receivables 8,945 6,407
Advances 1,022 1,476
Prepayments and accrued income 1,325 1,228
Other receivables 1,296 1,194
Income tax receivables 1,519 2,204
Employee receivables 1 1
Social security institution receivables 156 87
Other current assets 14,264 12,597

TAX RECEIVABLES

Thebreakdown is as follows:

(Euro,000) December 31, 2023 December 31, 2022
VAT receivables 3,936 4,165
Group VAT receivables 2,193 469
Withholding taxes 2,817 1,773
Total tax receivables 8,945 6,407
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VAT RECEIVABLES
The VAT balance includes Euro 1,8tusand relating to the subsidiary SIT Manufacturing. 8lA. de

CV. which, in force of the regulatory changes introduced by the local government in 2020, excluded the
possibility of offsetting the VAT credit balance with the current tax liabiliye subsidiary applied to the
State for reimbursement and obtained partial compensatibhe balance also includes 1,840 thousand

euros, relating to the subsidiary JANZ

GROUP VAT RECEIVABLES
In tax year 2020, SIT Technolodiep. A, SIT S.p.ASIT Immobiliar§.p.Aand MetersitS.r.l.took part in

the Group VAT settlement procedure governed by Article 73, final paragraph, of Presidential Decree
633/1972, as approved by their respective governing bodies in.ZIT9Metering srl in 2022 also joined

the Group VAT procedur&dhe amount of Euro 2,193 thousand concerns the net receivable of the
companiesSIT S.p.Aand MetersitS.r.l.from SIT Technologi€sp.A, respectively of Euro 680 thousa

and Euro 1,513 thousand

WITHHOLDING TAX RECEIVABLES
Withholding tax receivables of Euro 2,817 thousand relate to overseas withholding taxes on royalties

invoiced by the Parent Company to productive subsidiaries against the use of tegitoidattive and

non-patented knowhow, in addition to those of the Bltrademark, all held by the Parent Company

Following the agreement reached in 2021 with the Italian Revenue Agency on the calculation of the
economic contribution of intangible assets (thecalled optional Patent Box regime), during the year the
Parent Company submitted supplementary returnstfog tax periods covered by rulings, making use of
the option to calibrate the use of losses carried forward and the ACE deduction, which resulted in a

significant recovery of receivables for withholding taxes incurred abroad

PREPAYMENTS AND ACCRUED INCOME
At December 31, 2023, accruals and prepayments were mainly related to prepayments on fees, rental and

insurance premiums, as well as fees for maintenance and repair materials

OTHER TAX CREDITS

At December 31, 2023, this item consists primarily of:
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A Euro 1,147 thousand relating to the tax credit accrued for research, development and
technological innovation activities (Budget Law 2020 M®/2019), of which Euro 718 thousand
pertaining to the Parent Company and Euro 429 thousand pertaining to the subsidiary Metersit

Sr.l;

A Euro 96 thousand relating tax credit accrued for expenses incurred as investment in new capital
goods (Law Nal60/2019 and Law Nd.78/2020),of which Euro 90 thousand pertaining to the
Parent Compan$IT S.p.Aand Euro 6 thousand pertaining to the subsidiary MeteSsitl;

A Euro 223 thousand relating to the tax credit on new capital god@igl4w no160/2019 and Law
no. 178/2020) held by the parent compa®JT S.p.A.

Note 9: Tax receivables

The account concerns income tax receivables, as follows:

(Euro,000) December 31, 202 December 31, 202:
IRES receivables 1,537 563
IRAP receivables 678 671
Receivable from holding company for tax consolidation 592 829
Current tax receivables 946 217
Tax receivables 3,752 2,280

The amount of Euro 592 thousand refers to the IRES transferred to the parent company SIT Technologies
S.p.A.by the subsidiariesSIT S.p.A.Metersit s.r.l. and SIT Metering.r.l. as part of the national

consolidation process, as provided for in ArticletdBof Presidential Decree 602/1973

Note 10: Cash and cash equivalents

Cash and cash equivalents are presented below:

(Euro,000) December 31, 202 December 31, 202:
Cash in hand and similar 21 18
Bank and postal deposits 8,680 23517
Cash and cash equivalents 8,700 23,535

Cash and cash equivalents relate to current accounts and cash in hand at the reportintheéatbanges

are reported in the Consolidated Cash Flow Statement, to which reference should be made
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Consolidated Shareholders' Equity
¢tKS OKFIy3aSa IINB NBLRNISR Ay GKS adGraSySyid 2F OKI-

reference should be maddhe following comments relate to the principal accounts and changes

Note 11: Share capital
The share capital, subscribed and paidamounted at December 31, 2023 to Euro 96,162 thousand,
comprising 25,110,209 shares without express nominal value classes of shares issued by the company

are reported below

Shares No. shares % of share capital Listing
Ordinary Shares 25,110,209 100.0% Euronext

It should be noted that the Company, on July 13, 2017, executed the merger be®igel.p.Aand
Industrial Stars of Italy 8.p.Aby 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 reserved for the
exercise of the subscription right due to SIT Warrant holdkrly 2022 was the deadline for exercising

the SIT warrants and the related increase in share capital

Note 12: Reserves

Thecomposition of Reserves is as follows:

(Euro,000) December 312023 December 31, 2022
Share premium reserve 10,360 10,360
Capital payments reserve 16,615 16,615
Total capital reserves 26,975 26,975
Legal reserve 19,232 19,232
Treasury shares reserve (6,733) (6,733)
Cash flow hedge reserve 2,217 4,219
Actuarial reserve (225) (214)
Extraordinary reserve 24,726 1,721
Translation reserve (2,315) (4,328)
LTI reserve 2,073 1,053
Retained earnings/(accumulated losses) 4,401 16,196
Total profit reserves 43,376 31,146
Total reserves 70,351 58,121

SHARE PREMIUM RESERVE

The share premium reserve, amounting to Euro 10,360 thousand, did not change duryeathe
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CAPITAL PAYMENT RESERVE
The shareholders' capital payment reserve, amounting to Euro 16,615 thousand, did not change during

the year

LEGAL RESERVE
The legal reserve of Euro 19,232 thousand did not change during the year

TREASURY SHARES RESERVE
The treasury shares reserve amount to Euro 6,733 thousand and did not change during thEhjsear
repurchase is for the purpose of the new shdwased compensation plans for executives and employees

of the Company and/or its subsidiaries, as approved by the Shareholders' Meeting of April 29, 2021

LONG TERM INCENTIVE PLAN RESERVE
At December 31, 2023, the lottgrm incentive plan (I.1.) reserve included the value of the shdrased

payments in favour of employees and key executives, settled with capital securities

On April 29, 2021, the Shareholders' Meeting approved 3 new incentive plans (Performance Shares Plan,
Restricted Shares Plan, Advisory Board Stock Compensation Plan), one of which provides for three
allocation cycles in 2021, 2022 and 2028December 31, 2023, the item includes the fair value of the 3
new plans and the relative allocations in the year for Euro 2,073 thougamdurther details, reference

should be made to Note 37

CASH FLOW HEDGE RESERVE
The cash flow hedge reserve at December 31, 2022 is recorded as a positive value of Euro 4,219 thousand,

net of the Euro 1,350 thousand tax effect

This reserve derives from the Fair Value valuation of the 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

years

The Reserve at December 31, 2023 had a positive value of Euro 2,917 thousand, net of the tax effect of

Euro 700 thousand
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ACTUARIAL RESERVE
At December 31, 2023, the actuarial reserve was negdtivé&uro 225 thousand and derives from the

effects of discounting posgmployment benefits

EXTRAORDINARY RESERVE
The extraordinary reserve as of December 31, 2022 amounted to Euro 1,721 thousand; during the year it
increased by Euro 23,005 thousand as a result of the allocation of the previous year's profit of Euro 11,213

thousand and the allocation of retained eamgs (losses) of Euro 11,792 thousand

RETAINED EARNINGS (ACCUMULATED LOSSES)
At December 31, 2023, the account is positive for Euro 4,401 thousand compared to Euro 16,196 thousand
at December 31, 2022

The difference is negative for Euro 11,795 thousand euros, of which Euro 11,792 thousand are allocated
to extraordinary reserves and Euro 3 thousand are related to other movements
Non-current liabilities

Note n. 13: Medium/longterm loans and borrowings

The breakdown of the account at December 31, 2023 is illustrated below:

(Eurg000) 31-dic-23 31-dic-22
Non-current loans 58,326 78,250
Norrcurrent loans ammortized cost (144) (282)
Medium/long-term loans and borrowings 58,182 77,968

As of December 31, 2023, noarrent loans represent the value of the noarrent financial debts signed

by theCompany with financial institutions

During the 2023 financial year, due to the persistence of the negative economic situation in the Heating
& Ventilation business, it became apparent that the Company was unable to meet certain commitments
to repay loans scheduled for the end of the year dméncial covenantsAgainst this prospect, the

Company promptly entered into the necessary discussions with its lenders to reach an agreement on

these commitments, signing an extension and standstill agreement on Dec@9(#623

This agreement extends to ApBiD, 2024 the repayment of the principal portions maturing on December

31,2023, providing instead for the regular payment of interdste Agreement also entails the waiver by
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the lenders to assert certain rights and precautionary actions due to them, as a result of the extension in

guestion and the failure, to comply with the contractual financial parameters as of December 31, 2023

The agreement commits the Company to certain periodic disclosure obligations relating to cash forecasts
and the evolution of shorterm debt, as well as prohibiting new financial debt beyond that existing at the

date of signature and limiting sheterm financial debt within a certain threshaold

The Company has also undertaken to provide lenders with an update of the business plan to be submitted
to an independent business review by Februasy 2024, documents that have supported the further
discussions that have begun in the meantime with the banking sector for the renegotiation of the financial
profile of the debt and the consequent revision of the financial parameters as the parameters provide
for by the current contracts are not compatible with the outlook shamd mediumterm income and
financial performance of the Grouphe terms of the renegotiation completed on A@# and 23 2024

are set out in the '‘Going Concerhsection of these explanatory notes

The financing operations included in the extension and standstill agreement, theurgent portions of

which are shown in the table above, also as a result of the agreement itself, are as follows:

1. for Euro 45,000 thousand to the 2021 Senior Financial Agreement (SFA 2021) that the Company

signed on August 6, 2021 with a pool of banks, the main characteristics of which are:

1 original amount of Euro 90,000 thousand, with a maturity of 5 years maturing on June 30,
2026; repayment according to an amortization schedule in predetermined-aemial
installments starting from Jun&0, 2022;

1 interest rate indexed to the-@nonth Euribor, plus a margin determined on the basis of a
grid defined by the performance of the salled Leverage ratiq an indicator consisting
of the ratio between net financial position and EBITDAring 2023, the average net
interest income was .81%;the margin is also determined on the basis of a sustainability
rating ("ESG") issued by the international agency EcoVadis;

| The financial liability is measured at amortised cost

The loan agreement provides for the option of early repayment without penalties and the absence
of collateral As usual in similar transactions, it provides for a series of commitments by the
Company such as the prohibition, except within the limits provided therein, to take on further

debt and provide the related guarantees (negative pledge) as well as limiteatistribution of

dividends and asset sales or business dispogdisancial covenants are envisaged, to be
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f

calculated at the level of the consolidated financial statements on aylealfly basis: (i) the ratio
between net financial position and EBITDA and (ii) the ratio between EBITDA and net financial
expenses, all of which are to be calculated according €éodéfinitions set out in the contract

itself. The limit values of these covenants for the year ended Decerdhe2023 are 0x and

5.0x, respectively, values that have not been complied with due to the economic and financial
performance of the year butra subject to waivers pursuant to the extension and standstill

agreement described above

The nominal residual amount as of December 31, 2023 amounts to a total of 67,500 thousand
euros, of which 45,000 thousand euros for the ranrent portion and 22,500 thousand euros

for the current portion The amount remaining at amortised cost as of December 31, 2023
amounts to a total of 67,217 thousand euros, of which the-oarrent portion amounts to 44,856

thousand euros and the current portion amounts to 22,361 thousand euros

7,500 thousand euros to the loan signed on March 11, 2022 with Cassa Depositi e Pipstiti

the main characteristics of which are:
original amount of Euro 15,000 thousand, due on 31/12/2026, repayment according to an
amortization schedule in predetermined semarnual installments starting from June 30,
2023;

interest rate indexed to @nonth Euribor, plus a margin of24%

Financial covenants are envisaged, to be calculated at the level of the consolidated financial
statements on a haffearly basis: (i) the ratio between net financial position and EBITDA and (ii)
the ratio between net financial position and shareholderdiigg all of which are to be calculated
according to the definitions set out in the contract itsdlhe limit values of these covenants for

the year ended Decembedl, 2023 are 0x and 15X, respectivelyThe ratio of net financial
position to EBITDA, due to the economic and financial performance of the year, was not respected

but subject to waiver pursuant to the extension and standstill agreement described above

Euro 5,000 thousand to the loan signed on May 31, 2022 with Unic&gitA, the main
characteristics of which are:
original amount of Euro 10,000 thousand, due on May 31, 2025, repayment according to an
amortization schedule of 6 sermnnual installments, the first 5 of Euro 1,000 thousand

starting from November 30, 2022, the last of Euro 5,000 thousand on May 31;, 2025
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9 interest rate indexed to the-enonth Euribor, plus a margin determined on the basis of a grid
defined by the ratio of net financial position to EBITDAring 2023, the average net interest

income was 130%;

Financial covenants are envisaged, to be calculated at the level of the consolidated financial
statements on an annual basis: (i) the ratio between net financial position and EBITDA and (ii) the
ratio between EBITDA and net financial expense, all of veneto be calculated according to the
definitions set out in the contract itselThe limit values of these covenants for the year ended
December3l, 2023 are 0x and Fx, respectivelyAlso for this financing, the values of the
covenants have not beecomplied with but subject to waiver pursuant to the extension and

standstill agreement described abave

The following financing transactions, the roarrent portions of which are shown in the table above,

were not included in the extension and standstill agreement, while the payment of repayment instalments

and financial charges continued as normal:
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Note 14: Othemnon-current financial liabilities and derivative financial instruments

A breakdown of this item at December 31, 2023 is provided below:
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(Euro,000) December 31, 2023 December 31, 2022
Other norcurrent financial liabilities 1,297 1,986
Bond loang non-current portion 39,605 39,520
Derivates financial instruments (namurrent portion) - -
Non-current financial lease payablet~RS 16 10,532 12,047
ﬁtsr:reJnr:grr]}t(;urrent financial liabilities and derivative financial 51.434 53,553

OTHER NONURRENHINANCIAL LIABILITIES
The amount at December 31, 2023 includes Euro 1,275 thousand relating to the payable for the
acquisition of the investment in JANZContagem e Gestdo de Fluidos, SA, which was finalised on

December 29, 2020

The item also includes Euro 22 thousand (of which Euro 15 thousand relat#ig t6.p.Aand Euro 7
thousand to the subsidiary Metersg.r.l) related to loans granted by Sa8émest, under the Decree Law
of March 17, 2020 converted by the Law of April 24, 202(2Mpto be used for participation at fairs and

exhibitions overseas and for personnel trainiNg guarantees are provided on these loans

BOND LOANNONCURRENT PORTION
Theaccount referdo the bond loan signed by Pricoa in May 202he payable was valued according to
the amortised cost method over the duration of the contract, equal to 10 years, wityeabgrace period

The fixedhal®e S NI & O2dzLl2y A& AYRSESR FNBY (GUKS FAFTFOGK &S|t

the international agency EcoVadis

The contract provides the option f& T S.p.Ato 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 loan includes contractual clausesc¢alted financial covenants, to be calculated at the level of
the consolidated financial statements on a hgdfarly basisFailure to comply with these covenants would

trigger the acceleration clause in respect of the Company

The financial covenants in this contract are (i) ratio between net financial position and EBITDA, (ii) ratio

between EBITDA and net financial charges and (iii) an established debt/own funds ratio

In view of the reduction in sales during the year and the consequent evolution of the Group's economic
and financial dynamics, the prospective impossibility of complying with the contractual covenants of the

transaction in question led the Company to sign,Decembef9, 2023, also with the subscribers of the
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bond loan, an agreement to derogate and redefine the aforementioned financial parameters, which as of
December31, 2023 had been complied with

As part of the agreement, the Company has undertaken to provide by Fel@8#&§24 an update of the
business plan to be submitted fandependent business reviewdocuments that supported the
aforementioned discussions with the banking sector for the renegotiation of the financial profile of the
debt referred to in Note 13, and the revision of the financial parameters in line with the updated short

and mediumterm income and financial outlook for the Graup

NONCURRENT FINANCIAL LEASE PAYIRBISES
The amount concerns the nesurrent financial payable for futureharges from the existing lease

contracts, recognised in application of IFRS 16

Note 15: Provisions for risks and charges

The changes to the account were as follows:

(Euro,000) Dec 31, 2022 Provisions Utilisations Release Dec 31, 2023
Agents indemnity provision 154 - - - 154
Other risks provision 12,447 3,427 (6,701) (225) 8,948
Product warranty provision 1,243 309 (142) - 1,410
Total provisions for risks and 13,844 3,737 (6,843) (225) 10,513
charges

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 termination of the contract not attributable to the agent, as establishadibie

1751 of Civil Code and the Collective Economic Agreements

OTHER RISKS PROVISION

Below is a breakdown of the main items that make up the fund:

A Euro 2,255 thousand for the reorganization of the Dutch company Sit ContxblaiBed at
the sale of the production business unit to the Parent Comp&Hhy S.p.Awhich will be
completed during the 2024 financial yedihe cost relates to the costs that the group will
have to bear mainly for the exit of employees belonging to the production area, as well as the

costs of training andutplacementagreed locally with the trade unions;
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Euro 2,479 thousand refers to the subsidiary MeteSsitl.and represents the best estimate

of the disposal costs in the years to come of the batteries inserted in the meters sold up to
the balance sheet dat@’he provision for the year, amounting to 281 thousand euros, takes
into account the discounting effect of cash flows, using atprediscount rateln the same

period, the fund decreased due to the use of Euro 18 thousand

Euro 735 thousand referred to the subsidiary Metersitl ®r the coverage of specific claims
and risks relating to the reasonable estimate of potential penalties (Euro 42 thousand)
accrued on the basis of contractual provisions due to delays in the supply of products to the
company's main customerghe provision is increased by a provision of 154 thousand euros
and a release of 109 thousand euros, the latter amount relating to a provision for which the
period covered by the replacement under warrantyshealapsed During the year, the
provision made for the previous year for a legal dispute was partially used for 4 thousand
euros, while the remaining unused 86 thousand euros was released as there were no

conditions that justified its maintenance

9dzN2 cTtm (K2dzaAlyR (G2 KSR3IS GKS NrRala 20SN
customers, whose risk of loss is highly probablee decreasduring the year, amounting to

57 thousand euros, relates to specific complaints granted to customers for 47 thousand euros,

as well as a release of the provision, equal to 10 thousand euros, for the loss of obligations to

customers for potential indemnis provided for in the contract;

Euro 1,133 thousand relating to the coststloé reclamation of a plot of land owned by the
CompanyDuring the year, 152 thousand euros were used for costs incurred for remediation

activities and, at the same time, 434 thousand euros were set aside;

Euro 1,149 thousand referring to an eof-court settlement signed in early 2023 with a
customer against the alleged defectiveness of a certain number of valves supplied by the
Mexican subsidiary and installed on products sold on the American market original
amount, equal to 7,462 thousand euros, was used during the first months &ffaf2 total

of 6,405 thousand euros against the payment of the agreed compensation, as well as the
payment of ancillary legal cost$he open amount refers to the pooth of the provision
recorded as a guarantee for any new disputes that may be made by end customers by January

2025, as provided for in the agreements signed with the counterparty
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PRODUCT WARRANTY PROVISION

Theproduct warranty provision reflects a reasonable estimate of the charges which the Group may incur

to comply with contractual guarantees on products sold until the reporting .dElbe provision mainly

includes:

A Euro 250 thousand represents tlstimated future charges relating to the subsidiary Janz on

meters sold up to the date of the financial statemerifhe value of the fund is in line with the

previous year;

Euro 965 thousand relating to the best estimate of replacement costs of meters sold by the

subsidiary MetersitS.r.l.up to the date of the financial statements, covered by warraiitye

provision for the year amounted to Euro 167 thousand

Euro 140 thousand relating to products sold by the Parent Company, calculated on the basis of

the assessment and analysis of returfilse value of the provision is in line with the previous year

Note 16: Posemployment benefit provision

The movements in the account in the periods to December 31, 2023 and to December 31, 2022 were as

follows:

(Euro,000) December 31, 2023 December 31, 2022
Net liabilities for employee benefits 4,628 4,649
Liabilities for retention or other 468 444

Net liabilities for employee defined benefits 5,096 5,093

The movements in posgtmployment benefits were dsllows:

(Euro,000) December 31, 2023 December 31, 2022
Postem. ben. at beginning of year 4,649 5,337
Payments in the year (291) (252)
Current service cost 97 97
Interest cost 158 50
Actuarial gains 14 (582)
Postem. ben. at end of year 4,628 4,649

The economic/demographic assumptions utilised for the measurement for IAS/IFRS-efrggeyment

benefits were afollows:
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Defined benefit plans Dec 31, 23 Dec 31, 22

Annual discount rate 3.00% 3.63%

Annual inflation rate 2.00% 2.30%

Annual increase in pogmployment benefit 3.00% 3.23%

Annual increase in salaries 1 1

Death The RG48 mortality tablgmiblished by the General State
Controller

Disability INPS tables by age and gender

Retirement 100% on satisfying AGO requirements

The annual frequency of advance payments and company turnover were taken from the historical

experience of thecompany and from the frequencies of the experience of the actuarial consultant on a

significant number of similar businesses

Note 17: Deferred tax liabilities
A breakdown of temporary differences and the consequent deferred tax liabilitibe@mber 31, 2022

and at December 31, 2021 is reported below, based on the type of temporary differences, applying

respectively a tax rate of 24% for IRES a@&Xor IRAP

Balance at December 31, 2023

(Euro,000) Changes IRES Changes IRAP IRES tax effec IRAP tax effect
Tax on business combinations 39,535 31,340 9,488 1,222
Accelerated depreciation 375 - 90 -
Finance Leases 837 837 201 33
Unrealised forexchange gains/losses 91 - 22 -
Other 1,135 - 342 -
Derivative financial instruments 2,904 - 697 -
Total 44,876 32,176 10,840 1,255
Balance at December 31, 2022
IRES tax IRAP tax
(Eura000) Changes IRES  Changes IRAP effect effect
Tax on business combinations 47,065 37,616 11,296 1,467
Accelerated depreciation 376 - 90 -
Finance Leases 881 881 211 34
Unrealised forexchange gains/losses 635 - 152 -
Other 1,411 - 424 -
Derivative financial instruments 5,543 - 1,330 -
55,910 38,496 13,504 1,501

Total

2023 Annual Financial Report



2023 Annual financial report
Notes to theconsolidatedinancial statements

Current liabilities

Note 18: Shorterm loans and borrowings

The breakdown is as follows:

(Euro,000) Dec 31, 23 Dec 31, 22
Utilisation shortterm lines 14,909 2,934
Current portion of loans 35,842 20,580
Current financial charges 58 37
Shortterm loans and borrowings 50,809 23,551

CURRENT PORTION OF LOANS
This item includes the current portion of the 2021 Senior Financial Agreement loan for Euro 22,361
thousand, the current portion of the Unicredit loan for Euro 2,000 thousand andaska Depositi e

Prestiti loan for Euro 5,625 thousand

These loans are represented in accordance with the extension and standstill agreements signed on

December 29, 2023 and described in more detail in Note 13

According to the original contractual provisions, the table represents the current portion of the loan to

Banca BPERp.Afor Euro 2,522 thousand, as described in more detail in Note 13

Finally, this item also includes the residual portion of Euro 3,333 thousand of the loan signed on June 16,

2023 with Banca Monte dei Paschi di Si@ya.A, the main characteristics of which are:

9 original amount of Euro 5,000 thousand, due on June 30, 2024, repayment according to an
amortization schedule of 9 predetermined monthly installments, starting from October 31,

2023;

9 interest rate indexed to -month Euribor, plus a margin of8D%

CURRENT FINANCIAL CHARGES
This item represents accrued interest at December 31, 2023 on the 2021 Senior Financial Agreement loan
for Euro 2 thousand, on the Unicredit loan for Euro 30 thousand, on the Banca BPER loan for Euro 26

thousand
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Note 19: Other current financial liabilities and derivative financial instruments

A breakdown follows:

(Euro,000) December 31, 2023 December 31, 2022
Bond loan current portion 69 34
Other current financial payables 2,849 799
Dividend payables - 2
Factoring payables 2,681 718
Derivative financial instrumentscurrent portion 20 823
Current financial lease payableB-RS 16 2,977 2,859
Other current financialiabilities and derivative financial instruments 8,596 5,235

BOND LOANCURRENT PORTION
The account includes Euro 151 thousand concerning the payable for interest charges on the bond loan,

net of the amortised costffect (Euro 82 thousand)

OTHER CURRENT FINANCIAL PAYABLES

The amount, equal to Euro 2,849 thousand, includes:

A Euro 500 thousand relating to the shaerm portion of the security deposit paid as part of the
acquisition of the equitynvestment in JANZContagem e Gestao de Fluidos, SA, as well as the
short-term portion of the earrouts contracted during the same transaction, amounting to Euro
276 thousand;

A Euro 2,049 thousand relating to the security deposit relating to the sale of land owned by the
Mexican subsidiary, paid in 2023 and finalized in the first months of 2024;

A Euro 45 thousand relating to the current portion of the S&imest loans, as described in more
detail in Note 14, amounting to Euro 45 thousand (of which Euro 30 thousand for SIT and Euro 15

thousand for the subsidiary Metersg.r.|).

DERIVATIVE FINANCIAL INSTRUMENREENT PORTION
In 2023 the Company entered into currency hedging contracts that do not meet the hedging requirements
established by IFRS 9 for the application of hedge accounfimg features and the Fair Value of the

current portion of these derivatives are summarised below:
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(Euro,000)
average  average
. Curre  Currency  Currency spot forward . .
Transaction type Maturity date / Fair value at the date
ncy amount value exchange exchange
rate rate

<3m >3m; <6m >6m; <9m
forward sales CNY  15,000,00 EUR 7,9510 7,8770 (13)

forward sales GBP 500,000 EUR 0,8685 0,8715 2)

forward sales USD 3,500,000 EUR 1,1054 1,1097 5)
Total 7) - (13)

The currency contracts at December 31, 2022 were as follows:

(Euro,000)
average  average
Transaction type Currency Currency Currency spot U Maturity date / Fair value at the date
amount value exchange exchange
rate rate

<3m >3m; <6m >6m; <9m
forward CNY 8,900,000 EUR 74327 74326 ()
purchases

Total (5) - -

In 2022 the Company undertook hedging contracts against gas and electricity prlvese contracts also
do not meet the hedging requirements established by IFRS 9 for the application of hedge accdingting

main characteristics of these financial instruments are summarised below:

(Euro,000)
i Beginning . Fixed price ~ Quantity MWh Fair value
Transaction type Maturit
i date y EUR/MWh Dec 31, 22 Dec 31, 22
Commodity swap Natural G&SV 01/01/2023 31/12/2023 14250 4,800 (299)
Commodity swajklectricityPUN 01/01/2023 31/12/2023 321,50 5,040 (519)
Total (818)

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 fiforancial liabilities, where such relates to cash flows or-non

monetary changedshese include:
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. Change
. .. Reimbursem - Rl in
(Euro,000) Dec 31,22 Drawdown Acquisit ents/settlem Recla_ssm VA amorti Dec 31,
ons cation Change 23
ents sed
cost
Bankpayables non-current portion of 78,250 (25,105) 58,326
loans 5,181
Bank _payablesnon—current portion (282) 138 (144)
amortised cost
Total bank payables non-current
portion loans 77,968 5,181 - (24.967) ) ) 58,182
Shareholder loansnon-current portion ) )
of loans
Shareholder loaramortised cost - -
Bond loar+ non-current portion 40,000 40,000
Bon_d loan- amortised costnon-current (480) 85 (395)
portion
Derivative financial instrumentsnon- ) )
current portion
IFRS16 12,047 1,145 (2,660) 10,532
Payables to other lenders 1,986 (@) (682) 1,297
Total other noncurrent financial
liabilities and derivative financial 53,553 1,145 - @) (3,257) - - 51,434
instruments
Total noncurrent financial liabilities 131,521 6,326 - (7)  (28,224) - - 109,616
Bank payablescurrent portion of loans 20,750 5,000 (14,874) 25,105 35,981
Sc?:tk payablescurrent portion amortised (170) 169 (138) (139)
Current account and accrued interest 2.971 14,967 (2.971) 14,967
expense
L(:rz?; bank payables current portion of 23,551 19,967 ) (17,676) 24,967 ) ) 50,809
Shareholder loan current portion of ) i
loans
Bond loan current portion - -
Bon_d loan amortised cost current 82) 85 (85) 82)
portion
Bond loan accrued interest expense 116 151 (116) 151
Den_vatlve financial instrumentscurrent 823 (823) 20 20
portion
Factoring payables 718 2,681 (718) 2,681
IFRS16 2,859 640 (3,182) 2,660 2,977
Payables to other lenders 800 2,028 (663) 684 2,849
Total other current flr_laqmal liabilities 5,234 5,500 ) (5.417) 3,250 20 ) 8,506
and derivative financial instruments
Total current financial liabilities 28,785 25,467 (23,093) 28,226 20 - 59,405

In relation to the hierarchical positioning of the fair value of the derivative instruments in place (IRS,

currencies and commodities) those described above are classified as leMatr2 were no transfers

between Level 1 and Level 2 during the year
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CURRENT FINANCIAL PAYABLES PER IFRS16
The amount concerns the current financial payable for future charges from the existing lease contracts,

recognised in application of IFR& For further information, reference should be made to Note 35

Note 20: Trade payables

At December 31, 2023, trade payables were broken down as follows:

(Euro,000) Dec 31, 23 Dec 31, 22
Trade payables 66,915 81,400
Trade payables to holding company - -

Trade payables 66,915 81,400

The table below summarises the financial liabilities maturity of the Group on the basis cértractual

payments not discounted

(Euro,000)

Trade payables Curren <30 day 30-60 day: > 61 day Total
December 31, 2023

Trade payables 49,46 9,65¢ 5,452 2,34t 66,91¢
December 31, 2022

Trade payables 65,24 11,00¢ 4,10t 1,04t 81,40(

SUPPLIER 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, which correspond to exgaargef Euro
201 thousand

Note 21: Other current liabilities

A breakdown follows:

(Euro,000) Dec 31, 23 Dec 31, 22
Other payables 3,165 2,362
Customer advances 776 1,848
Current remuneration payables 2,134 2,295
Deferred remuneration payables 5,224 4,593
Payables to social security institutions 3,298 3,311
Result bonuses 1,225 2,591
Accrued expenses 1,922 1,861
Substitute tax payables 2,523 3,389
VAT payables 501 864
Other currentliabilities 20,768 23,113
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OTHER PAYABLES
These principally includes the employee portions (canteen contribution, trade union contributighfoetc

subsequent payment to various entities and institutes

CURRENT REMUNERATION PAYABLES
Current remuneration payables principally include employee payables for December 2023 salaries, paid in

January 2024

DEFERRED REMUNERATION PAYABLES
Deferred remuneration refers to holidays and leave matured but taiten, including the relative

contributions

RESULT BONUSES

The account relates to the estimate of 2023 bonuses, to be paid in.2024

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 against the use of
technicatproductive and nofpatented knowhow, in addtion to those of the SIT trademark, all held by

the Parent Company

Note 22: Tax payables
The amount of Euro 1,001 thousand mainly concerns the payablirixt income taxes of the foreign

subsidiaries
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COMMENTS ON THE MAIN ITEMS OF THE CONSCETADAEMENT
OFINCOME

Note 23: Revenue from sales and services

Revenue from sales and services breaks down as follows:

(Euro,000) 2023 2022
Revenues from product sales 325,410 392,284
Revenues from services 851 1,021
Revenues from sales and services 326,261 393,305

Group Revenues froproduct sales by segment and region are broken down as follows:

(Euro,000) 2023 2022
Heating & Ventilation 236,501 319,773
Smart Gas Metering 60,298 48,856
Water Metering 29,462 24,676
Total revenues from sales and services 326,261 393,305

Group revenues by region were as follows:

(Euro,000) 2023 2022
Italy 97,346 99,452
Foreign EU 151,359 169,396
Foreign NorEU 77,557 124,457
Total revenues from sales and services 326,261 393,305

Note 24: Raw materials, ancillaries, consumables and goods

The breakdown of the account in 2023 and 2022 was as follows:

(Euro,000) 2023 2022
Purchases of ancillary materials 3,122 10,241
Purchases of raw materials, sefimished & packaging 140,505 184,151
Finished products purchases 16,690 30,813
Purchases of consumable materials 34 55
Purchases of goods 234 89
Maintenance and repair materials 2,206 2,737
Other purchases 2,459 3,520
Duties on purchases 1,961 1,968
Raw materials, ancillaries, consumables and goods 167,211 233,573
Changes in inventories of raw materials, ancillaiessumables and goods 3,624 (14,885)
Change in inventories of finished & sefinished products and goods 4,954 (5,000)
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Change in inventories 8,578 (19,886)
Total cost of raw materials, ancillaries, consumables and goods 175,789 213,687

Rawmaterials, ancillaries, consumables and goods, including changes in inventories, amounted to Euro
175,789 thousand, accounting for 936 of revenues, decreasing on 2022.3%4) dudo the contraction

in turnover during the year

Note 25:Services

The composition of the account is as follows:

(Euro,000) 2023 2022
Rent, hire and leases 499 512
QOutsourcing 7,744 10,103
Transport 7,142 12,010
Commissions 154 387
Legal, administrative and other 7,061 7,112
Insurance 1,048 1,055
Management services 631 622
Maintenance & repair expenses 4,619 4,710
Utilities 7,423 5,139
Personnel expense 2,015 2,409
Cleaning and security 1,484 1,502
Advertising, marketing, and sponsorship 663 734
Directors, statutory & independent auditor fees 2,368 2,337
Travel and accommodation 1,065 1,030
Bank charges & commissions 833 608
Other services 1,415 1,714
Listing charges 306 315
Royalties passive 55 -
Service costs 46,525 52,301
TRANSPORT

The cost of transport, amounting to Euro 7,142 thousand in 2023, decreased of Euro 4,868 thousand
compared to the same period of the previous year and this has a twofold effect: on the one hand, for the
management of the supplghain, aimed at optimizing and containing the volume of goods and
components in stock, thus also obtaining a reduction in the costs of transport purcliasdke other

hand, due to the lower turnover compared to the previous year, with the consequent reduction in the

transport on sale

OUTSOURCING
The cost of external processing amounted to Euro 7,744 thousand, also a sharp decrease compared to the

previous year, recording a drop of Euro 2,359 thousan@88%
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UTILITIES
The only significant increase in service costs is for utility costs as a result of increases in tariffs compared
to the previous yearn fact, utilities recorded a cost for the year 2023 of Euro 7,423 thousand compared

to Euro 5,139 thousand in the previous year

Note 27:Personnel expense

Personnel expenses are shown below:

(Euro,000)

Personnel expense 2023 2022
Wages and salaries 54,584 54,974
Social security charges 13,505 13,458
Temporary personnel 6,023 7,288
Postemployment benefits 2,959 2,837
Other costs 3,645 1,625
Personnel expense 80,716 80,182

The average number of personnel in 2022 and 2021 was as follows:

Employees 2023 2022
Executives 42 40
White-collar 713 600
Bluecollar 1,386 1,801
Temporary 220 276
Totalemployees 2,361 2,717

WAGES AND SALARIES
In 2023, the cost of wages and salaries amounted to Euro 54,584 thousand, with a decrease of Euro 390
thousand compared to the previous yedhe change is mainly attributable to the combined effect of the

following phenomena:

1 lower provision for MBO (Management by Objectives) in line with the achievement of the Group's
strategic objectives;

9 capitalization of R&D (Research and Development) personnel costs for hours worked on
development projects included in intangible assets in progress of Note 1;

i tabular increase in minimum wages for the adjustment of employment contracts to inflation;

91 personnel costs fathe redefinition of the organizational structure with the aim of retraining the

base skills inside the company
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TEMPORARY PERSONNEL
The change in the cost of temporary work was 1,265 thousand euros, down compared to the same period

of the previous year in order to ensure greatiexibility in production activities

OTHER COSTS
Other Costs for 2023 amounted to Euro 3,645 thousand, with an increase of Euro 2,020 thousand if
compared to the previous yealhe change is mainly due to the allocation of the costs of the Dutch

company's reorganization to other risk provisioRer further details, please reféo Note na 15.

Note 27: Depreciation, amortisation and writlewns

The breakdown is as follows:

Depreciation, amortisation and writedowns 2023 2022
Amortisation ofintangible assets 9,084 8,659
Depreciation of property, plant and equipment 16,350 15,865
Depreciation of operating lease$FRS 16 3,218 3,129
Total amortisation & depreciation 28,652 27,653
Write-down of goodwill 17,000 -
Write-down of property, plant and equipment 1,244 -
Total write-downs of fixed assets 18,244 -
Write-down of current receivables 194 118
Total write-downs 194 118
Depreciation, amortisation andvrite -downs 47,090 27,771

For further details on depreciation, amortisation and wsitewns, reference should be made to the notes

1 and 2 on tangible and intangible assets

Note n. 28: Provisions

The voice is composed as follows:

(Euro,000) 2023 2022
Provision for disputes 1,128 8,949
Others 112 34
Uses/releases provisions (224) (261)
Provisions for risks 1,015 8,722

As of December 31, 2023, provisions amounted to Euro 1,015 thousand, net of uses and relgases of

224 thousandThe main movements of the exercise refer to:
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A Euro 281 thousand of provisions for future charges which the subsidiary MeSersimay incur

for the dismantling of the batteries inserted in meters;

A Euro 167 thousand of accruals to the product warranty provision due to application of an updated
percentage based on an assessment and analysis of returns for defects, entirely relating to the

subsidiary Metersis.r.I;

A Euro 434 thousand of provisions for the costghef reclamation of a plot of land owned by the

Company, recorded in the Parent Company

The decrease includes Euro 86 of releases from provision for risks and charges due to lower obligations to
clients for potential contractual compensation in the subsidiary Met&sil. The decreases includguro

109 thousand attributable to Meters8.r.Lin relation to expiration of the warranty replacement period

Note 29: Other charges (income)

The account is broken down as follows:

(Euro,000)

Other charges (income) 2023 2022
Misc recoveries 335 467
Prior year income 411 202
Gains on fixed assets 133 305
Grants 757 969
Other revenues 8 50
Other income 1,644 1,993
Misc taxes & nordeductible costs 507 415
Losses on fixedssets 77 33
Associations 285 267
Prior year charges 113 137
Impairment on receivables - 68
IMU Property tax 209 193
Misc reimbursements 124 190
Other charges 674 775
Other charges 1,989 2,078
Other charges (income) 345 85

CONTRIBUTION

The item refers to tax credits accrued during the year, mainly referring to tax credits for research and
development and technological innovation activities (Budget Law 20206932019 and arfl, c45, law

no. 234/2021), tax credits for energy and gas (Budget Law Dece2®@022 no 197 and Decree Law
March, 302023, n34) and tax credit for new capital good®4Law 160/2019 and Lawlr78/2020)
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Note 30: Financial income

At December 31, 2023, Financial income amount to Eurdl®zizsand and are composed as follows:

(Euro,000) 2023 2022
Interest income on bank accounts 75 48
Other interest income 26 31
Profits on derivative financial instruments 842 436
Adjustment to fair value of financial liabilities - 8,748
Financial income 942 9,263

PROFITS ON DERIVATIVE FINANCIAL INSTRUMENTS
As of December 31, 2023, the amowgualto Euro 842housand relatego the mark to market of the
RSNAQGI GAPGS O2yGNX Ola 2y FT2NBAIYy OdZNNBYyOASaAsE ¢KAOK

Note 31: Financial charges

Financial charges consist of:

(Euro,000) 2023 2022
Financial charges on hedgiogntract differences - 335
Interest charges to holding company - -
Interest and other bank charges 3,852 1,743
Interest charges to third parties 688 385
Interest on bond loans 1,137 956
Other financial charges 1,532 -
Fair value oflerivative financial instruments 144 850
Financial charges for operating leas¢éBRS 16 474 491
Financial charges 7,827 4,760

INTEREST AND OTHER BANK CHARGES
The amount of Euro 3,852 thousand concerns interest on outstanding loaralardfinancial payables

INTEREST ON BOND LOANS
The amount of Euro 1,137 thousand entirely concerns the interest charges accruing in the period on the
bondloanC2 NJ FdzNI KSNJ AYF2NXI GA2yT NBFSNBYyOS akKz2dzZ R 68

OTHERINANCIAL CHARGES

At December 31, 2023, the item totalled Euro 1,532 thousand and concerns the differential recognised in

the period for gas and energy tariff hedging contracts

FAIR VALUE OF DERIVATIVE FINANCIAL INSTRUMENTS
At December 31, 2023, the item amounted to Euro 144 thousand, Euro 111 thousand of whichorefers

the fair value of outstanding derivatives on currencaasd Euro 33 thousand to energy derivatives

2023 Annual Financial Report
179



2023 Annual financial report

Notes to theconsolidatedinancial statements

outstanding; in both cases, derivatives are not treated as hedging instrum&hts same item at

December 31, 2022 amounted to Euro 850 thousand, Euro 818 thousand of which referred to the fair

value of outstanding derivatives on electricity and gas, which were not treated as hedging instruments

IFRS 16 FINANCIAL CHARGES

These are financial charges due to the discounting of liabilities relating to rights of use of assets on

operating lease, as defined in IFRSHE@ further information, reference should be made to Note 35

Note 32: Net exchange gains (losses)

At December 31, 2023, net foreign exchange gains amounted to Euro 804 thousand and are composed as

follows:
(Euro,000) 2023 2022
Realised exchange gains 5,866 7,201
Realised exchange losses (5,633) (8,611)
Unrealised exchange gains 1,502 1,461
Unrealised exchange losses (931) 1,377)
Net exchange gains and losses 804 (1,326)

Unrealised exchange gains refer to the positive differences on the conversion oédérables and

payables in foreign currencies at the periedd exchange ratednrealised exchange losses refer to the

negative differences on the conversion of the receivables and payables in foreign currencies at the period

end exchange rates

Net exchange gains and losses in 2023 amounted to a profit of Euro 804 thousand compared to a loss of

Euro 1,326 thousand in the previous year due to the unfavourable trend in the exchange of invoicing to

the Group's functional currency

Note 33: Income taxes

The breakdown of Income taxes in 2023 and 2022 was as follows:

(Euro,000) 2023 2022 Delta

Current income taxes 2,309 5,044 (2,734)
Deferred tax charges (2,323) (3,484) 1,161
Deferred tax income (8,019) 796 (8,815)
Income from tax consolidation (129) (452) 323
Taxes from previous year - 23 (23)
Other 250 428 (178)
Income taxes (7,912) 2,355 (10,266)

2023 Annual Financial Report
180



2023 Annual financial report
Notes to theconsolidatedinancial statements

Compared to the comparative period, the tax item vedfected by the negative taxable income achieved

by some Group companies and this was mainly reflected in the significant change in deferred tax income

Deferred tax assets were recognised on the basis of the Directors' assessment that there is a possibility

that the Group entities will be able to realise taxable income in future years sufficient for them to be

recoverable

The IRES and IRAP rates applied by the Company on estimated assessable income in the year are

respectively 24% and®%, for current taxes and for the calculation of deferred taxes

Reconciliation of theoretical and actual tax rates

Pretax profit 31/12/2023 31/12/2022
Adjustments for items not subject to taxation (31,300) 13,567
Theoretical IRES in Italy 2% 7,512 (3,256)
Tax effect nordeductible costs (4,589) (2,877)
Tax effect on higher deductible costs 3,425 1,036
Tax effect on norassessable income - 2,043
Adjustments for prior period taxes 194 258
Tax Receivables 5 -
Other 649 75
Difference the tax rate on foreign entities 609 861
IRAP (77) (594)
Prior year IRAP: - (51)
IRAP deferred tax charge 100 100
IRAP deferred tax income 84 51
Tax at effective rate 7,912 (2,355)
Effective tax rate 25,28% 17.35%

Note 34: Leasing contracts

The tables below summarise the effects on the Group financial statements at December 31, 2023
O kofeddl SiEA 20/ WwehT ¢ DK & Ta wAABKSI &

02y OSNYyAy3 (KS

TNRY

required by IFRS 18_easesFor the indication of the balance sheet accounts which include these assets,

reference should be made to Note 2

Economic effects from assets consisting of the riglise (ROU) on the income statement for the period:
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(Euro,000)

Economic effect from ROU assets

Dec 31, 23

Operating lease contract charges
Contracts classified as shdaerm leases
Contracts classified as levalue assets

3,492
8
17

Total costs for services

3,517

Land & buildings
Industrial & commercial equipment
Other tangible assets

(1,534)
(550)
(1,134)

Total depreciation

(3,218)

Income from suleasing contracts
Sales and leaseback transaction

Total other charges/(income)

Interest charges on financial liabilities

(474)

Total financial charges

(474)

Effects on the balance sheet from righftuse assets:

(Euro,000)

31/12/2023

Net investments accounted as ROU as.a2D23
Increases in the year

Asset writedowns

Depreciation and amortisation of the year
Exch diff.

14,534
1,785
(242)

(3,218)

(50)

Net investments accounted as ROU as at1212023

12,809

Payable for financial liabilities from ROU assets h2023
Commitments in the year

Early settlements in the year

Cash outflows

Exch diff.

14,905
1,785
(3,112)
(70)

Gross value of liabilities from ROU assets at132023

13,509

Obligations for shorterm lease contracts
Obligations for lowvalue asset contracts

24

Total obligations for lease contracts with recognition to costs of payments due

24

Effects on future cash flows from rigbf-use assets:
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(Euro,000) 31/12/2023
Within the year 2,977
Between 1 and 5 years 7,585
Over 5 years 2,947
Total liabilities deriving from operating lease contracts 13,509

Note 35: Earnings per share
The basic earnings per share is calculateddiwding the profit (loss) attributable to the ordinary
shareholders of the Parent Company by the average weighted number of ordinary shares outstanding

during the year

The diluted earnings per share is calculated by dividing the profit (loss) 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 frtiva exercise of all convertible bonds

Information is shown below for the calculation of the basic and diluted earnings per share:

(Euro,000)
Profit (loss) attributed to the ordinary shareholders of th
Parent Company
Profit (loss) attributed to the ordinary shareholders of t
Parent Company
Dilution effect deriving from potential ordinary shares - (8,748)
Total profit/(loss) attributed to the ordinary shareholders o

31-dic-23 31-dic-22

(23,388) 11,213

the Parent Company (23,388) 2,465
Earnings per share 31-dic-23 31-dic-22

Weighted average number of ordinashares, excluding treasury share 24,327,666 24,327,666
to calculate basic earnings per share

Dilution effects for Warrants - -

Dilution effects for Performance Shares - -

Weighted average number of ordinary shares due to dilution effect 24,327,666 24,327,666
Basic earnings per share (0.9614) 0.4609
Diluted earnings per share (0.9614) 0.1013

Note 36: Sharéased payments
At December 31, 2023, theompany holds 800,409 treasury shares in order to service theté&rny
incentive plan for employees and/or collaborators of the company and/or subsidiary companies, in order

to incentivise achievement of the mediutarm plan, as further described in Noi&.

At the date of this financial statements, a stemfition plan was in place which provides for payments to
identified parties, based on the value of the share price and the expected prospective .ré@hdtsable

below shows the economic effects deriving from these instruments:
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Costs deriving from sharbased payment transactions 2023 2022
Costs from equitysettled sharebased payment transactions 1,020 857
Costs from cashkettled sharebased payment transactions

Total costs derivindrom sharebased payment transactions 1,020 857

EQUITBETTLED SHABRESED PAYMENT TRANSACTIONS
On April 29, 2021, thd KI NBK2f RSNAQ aSSGAy3 | LIWNBOPSR o yS¢g

characteristics:

A 2021-2025 Performance Shares Plarovides 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 interests 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/businessrelated but that also create value for shareholders;

o ensuring a high level of attraction anetention 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

A 2021-2023 Restricted Shares Plan: provides for the identification and nomination by the Board of
5ANBOG2NA 2F y SESOdziA@®Sas FNRY |yYzy3a (Kz24a$
objectives Through the adoption 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 shplan 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 over an extended peridkde Plan in addition furthers

the creation of shareholder value with a view to medium to kb@gn sustainability
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On July26, 2021, the Board of Directors identified the beneficiaries of the first Performance Shares Plan,
the Restricted Shares Plan and the 2@2P4 Advisory Board, respectivelhe Boards of Directors of July
8, 2022 and Novembe®, 2023 identified the beneficiaries of the second and third Performance Shares

Plan, respectively

The following tables show the number and valuation of options during the year, for each plan:

2023
20212025 Performance Shares Plan . Weighted average
No. options .
1stCycle price
Outstanding at January 1 153,047 7,26
Assigned during the year - -
Cancelled during the year (21,105) 7,26
Exercised during the year - -
Change in the year - 7,26
Expired during the year - -
Outstanding at December 31 131,942 7,26
Exercisable at December 31 - -
2023
2021-2026 Performance Shares Plan ' Weighted average
No. options ;
2nd Cycle price
Outstanding at January 1 156,215 441
Assigned during the year - -
Cancelled during the year (10,990) 4,41

Exercised during the year - -
Change in the year - -
Expired during the year - -
Outstanding at December 31 145,225 8,82
Exercisable at December 31 -

2023
20232027 Performance Shares Plan . Weighted average
No. options .
34 Cycle price
Outstanding at January 1 - -
Assigned during the year 169,594 1,71

Cancelled during the year - -
Exercised during the year - -
Change in the year - -
Expired during the year - -
Outstanding at December 31 169,594 1,71
Exercisable at December 31 - -
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2023
2021-2023 Restricted Shares Plan No. options fiEiolied avg:::%e
Outstanding at January 1 70,433 7,26
Assigned during the year - -
Cancelled during the year (2,997) 7,26
Exercised during the year - -
Change in the year - 7,26
Expired during the year - -
Outstanding at December 31 67,436 7,26

Exercisable at December 31 - -

2023
2021- 2024Advisory Board Plan No. options Ry avs:ie(lge
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-Ghotde
simulation model, taking into account the terms and conditions on which the options were grafited
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 following table lists the information with which the model used for the three current plans has been

powered:

2021-2025 Performance Shares Plan

Assumptions for the measurement of the plan fair value 2021
1stCycle

Weighted fair value at the measurement date 7.26
Dividend yield (%) 391
Interest free risk rate (%) (0.74)
Expected useful life of the options (in years) 26

20212023 Restricted Shares Plan

Assumptions for the measurement of the plan fair value 2021
Weighted fair value at the measurement date 7.26
Dividend yield (%) 391
Interest free risk rate (%) (0.74)
Expected useful life of the options (in years) 2.6
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2021- 2024Advisory Board Plan

Assumptions for the measurement of the plan fair value v
Weighted fair value at the measurement date 9.65
Dividend yield (%) 391
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%
20222025 Performance Shares Plan
Assumptions for the measurement of the plan fair value 2022
2nd Cycle
Weighted fair value at the measurement date 4.41
Dividend yield (%) 5.00
Interest free risk rate (%) (2.45)
Expected useful life of the options (in years) 2.6
20232026 Performance Shares Plan
Assumptions for the measurement of the plan fair value 2023
34 Cycle
Weighted fair value at the measurement date 171
Dividend yield (%) 0.00
Interest free risk rate (%) (3.10)
Expected useful life of the options (in years) 242

The expected volatility reflects the assumptions that 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
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OTHERNFORMATION

Disclosures by operating segment

Income Statement

2023
Heating & Metering Eliminations  Consolidated
(Euro,000) Ventilation
Revenue from sales and services 240,156 89,927 (3,823) 326,261
Operating costs 272,020) (83,281) 3,823 (351,479)
EBIT (31864) 6,645 0) (25,219)
2022
(Euro,000) Heating& Metering Eliminations  Consolidated
Ventilation
Revenue from sales and services 322351 73,728 (2,774) 393305
Operating costs (312,998) (73524) 2,774 (382748)
EBIT 10,353 204 0 10,557
Balance Sheet
2023
(Euro,000) Hegtm_g& Metering Eliminations  Consolidated
Ventilation
Assets 323010 114,040 (8,649) 428401
LiabilitiesA o 222443 71,070 (8,236) 285277
{ KFNBK2f RSNEQ 9ljdzAade 100567 42971 (413) 143124
2022
(Euro,000) Heating& Metering Eliminations Consolidated
Ventilation
Assets 4002254 101,258 (36,046) 465466
Liabilities 272490 63,418 (35,937) 299971
{KIFNBK2f RSNAQ 9ljdzA (e 127,764 37,840 (108) 165495

Related party transactions
SIT has prepared procedures for related party transactions in accordance with Article 4 of the CONSOB

Regulation concerning related party transactioiitis Regulation was adopted by Consob with Resolution

No. 17221 of March 12, 2010, as subsequently amended and updated and, most recently, with Consob
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Resolution N021623 and 21624 of December 10, 20Z08e Procedures for Transactions with Related
t F NIASAE 6+ a LlzotAaKSR 2y sitdof@Bateit! Eofpaiaty dGOvM@rnanees 6 a A (' S
Governance Documents sectonw STFSNByYy OS aK2dZ R 6S YIRS G2 GKS 5

information.
Transactions with the parent company and other related parties

In addition to the intragroup transactions, SIT's main transactions involved the parent company,
Technologies SAPA dDRS SS and other related parties, such as SIT TechnoldgipsA. its subsidiary

SIT Immobiliar&.p.Aand HybitatS.r.I, a company over whicBIT S.p.Aexercises considerable influence
due to its commitment to subscribe to participatory financial instruments up to a maximum of Euro 2,900
thousand within the first 36 months of the establishment of the society itéelfof December 31, SIT had
subscribed 1,500 SFPs for a total value of Euro 150 thousand

At the balance sheet date, the balances of transactions with the parent company and other related parties

are shown in the following table:

Financial  Financial Financial  Financial Other Other
Dec 31, 23 Revenues Costs . . .
income charges receivables payables receivables payables
Technologies SAPA dbiS 24 ) ) ) ) ) 18
SS
Holding company 24 - - - - - 18
SIT Immobiliar&.p.A. 18 - - - - - 17
SIT Technologi&sp.A. 24 2 - 15 - - 1,033
Hybitat Sr.I. 37 150 39

Transactions with other

. 79 2 - 15 150 - 1,089
related parties

The following table shows the transactions with related parties in the previous yearefledts the

chain of control in place as of December 31, 2022:

Financial  Financial Financial  Financial Other Other
Dec 31, 22 Revenues Costs . . .
income charges receivables payables receivables payables

Technologies SAPA dDIS
SS
Holding company - B
SIT Immobiliar&.p.A. 17 - - - - - 17
SIT Technologi&sp.A. 24 - 5,915 - - - 1,694
Transactions with other 4 ) 5,915 ) ) ) 1711

related parties
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SIT's operatingevenues from Technologies SARPB.& SS , SIT Immobiliar&.p.A. SIT Technologies
S.p.A.and Hybitat 3.I. refer to consultancy and assistance in the financial, administrative, tax and

management control sectors provided by the Company under the service cantract

It should be noted that SIT, SIT Immobili&rp.A. SIT Technologi&p.Aand MetersitS.r.l.have adhered

for the threeyear period 2022¢ 2024 to the National Tax Consolidation procedure, an institution
governed by Legislative Decree.l8d44 of Decembet2, 2003 and in particular by Articles 117 to 129 of
the TU.LLR, with SIT Technologi&p.Aas consolidator and the other companies as consolidated, as per
the resolution of the respective administrative bodi&siring the 2020 financial year, tseibsidiary SIT
Meterings.r.l.adhered to the National Tax Consolidation procedure for the tiyegr period 2028 2025

and in the 2021 financial year the parent company Technologies SAPB®fSS also adhered to the

three-year period 202%, 2023, both as consolidated companies

Finally, we would like to point out that since the 2020 fiscal year, SIT TechnaRpgiés as parent
company SIT S.p.ASIT Immobiliar§.p.Aand MetersitS.r.l, as subsidiaries, have adhered to the Group
VAT settlement procedure, provided for by ,ar8 last paragraph of Presidential Decree 633/1972 as
resolved by the respective administrative bodies in 2@@¥ring the 2021 financial year, the subsidiary
SIT Metering.r.l.also adhered to the group VAT procedusbjle the parent company Technoleg SAPA

of ED.S SS adhered to the 2023 financial year

As of December 31, 2023, the Company's credit balance with SIT TechnSlpglesmounted to Euro
679 thousand

Information on remuneration of Directors, Statutory Auditors ladépendent
Auditors

The remuneration of the administrative and control bodies and the independent auditors for the activities

carried out by the Group during the year is as follows:

(Euro,000) 2023 2022
Director fees 942 914
Statutory auditor fees 166 166
Total 1,109 1,080

The Group paid the independent auditors and its network a fee of Euro 540 thousand, divided as follows:
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(Euro,000) 2023 2022
Fees received by Deloitte & ToucBe.Afor audit services 385 305
Fees received bgther Deloitte network companies for audit services for the overs 128 158
investees

Fees received by the Deloitte network for audit services 513 463
(Euro,000) 2023 2022
Fees received by Deloitte & ToucBe.Afor verification services for the issue of a 27 25
statement

Fees received by other Deloitte network companies for verification services for tt
issue of a statement

Fees received by Deloitte network companies for verification services foriffseie 27 25
of a statement

Off-balance sheet transactions
SIT S.p.A.has undertaken with its clients, suppliers, workers and sector associations and other

commercial and financial partners a number of contractual agreements which establish various types of
reciprocal commitments of differing durations, whose effects agnised to the balance sheet to the
extent of their compliance 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 estblished by the accounting standards

The abovea G G SR | AINBSYSyida Yire SyGiANBte o0S OflFaaraTa

FAYFLYOALE (NI yarOiGAz2yacés O2yaiRSNBIYSpAFer Sxamipel S
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
contracts both for purchases and sales, ageswed distribution contracts and outsourcing agreements for

assembly, storage, logistical 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 transactions in currencies other than the
functional currency of the companies and of the Group; (ii) interest ratelasking from fluctuations

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 financial resources and access to the credit market;

2023 Annual Financial Report
191

S
y

R



2023 Annual financial report
Notes to theconsolidatedinancial statements

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 shared framework, the management approach, the
objectives, the roles, the responsibilities and the operating limits of fthancial risk management
activities

In line with the policies set out, the Group has centralised in the parent com@dhyS.p.Athe

management of the financial risks of the subsidiaries, coordinating the Group processes, operating

mechanisms and the relative organisational procedures

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:

Al S3Stf mY tfAAGSR LINROSE 2y | OGAGS YI Ny SGa F2NJ

A[ S80St nY GSOKYAOlIt QGrfdd drzysa 60l 4SR 2y RANBOL

w»
C\ >

A[ S80St oY G(SOKYAOlIt Qrfdd drzya o6y2i oFasSR 2y 204

With regards tdahe financial instruments recognised to the financial statements at Fair Value at December
31, 2023, 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 31, 3 criterion
Interest Rate Swap 2,931 Fair Value 2,931

Forex Forward (20) Fair Value (20)
Commodity Swap - Fair Value -

During the 2023 financial year, there were no transteesween the three fair value levels indicated in
IFRS 13

A similar table is shown for the financial instruments recorded at fair value as at Dec8inBép2:

(Euro,000)

Transaction type Value at Valuation Level 1 Level 2 Level 3
Dec 31, 22 criterion

Interest Rate Swap 5,556 Fair Value 5,556

Forex Forward 119 Fair Value 119

Commodity Swap (818) Fair Value (818)
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For further details on the riskdentified, please refer to the Directors' Report

Market and competition lawLaw No124 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 ofLeg Decree 34/2019, the grants and subventions received by the parent contpdny

S.p.Aand by the subsidiary Meters8&.r.l.from the public sector are presented below

Grants received

Ay in accordance with il
Law 124/2017 Sed 25
Fondimpresa Roma 41,643 Reimbursement of the fee to be paid by tl
fund of the planFondimpresa, with codt
Reimbursement of the fee to be paid by tl
Fondirigent- Roma 6,000 training plan marked by the FDIR co
33027
4.Manager- Roma 3,000 Contribution provided for by Article ¢
paragraph of the CCNL for executives
Agenzia delle Dogane Stato Italiano 8,512 Legislative Decree 504/95 &1 paragraph
Total 59,155

Events subsequent to the end of the financial year
With reference to events occurring after the end of the year, reference should be made to the section

C'Bignificant events occurring after the end of the year

kkkkkkkhkkk

Padua, April 24, 2024

2023 Annual Financial Report
193






DECLARATION ON THE CONSOLIDATED FINANCIAL STATEME
PURSUANT TO ARTFIT&R OF CONSOB REGULATION NO. 11971



2023 Annual financial report
Declaration on the consolidated financial statements as per Articter8if Consob Regulation No. 11971

Declaration on the Consolidated Financial Statements pursuant to Artider 81 Consob

Regulation No. 11971 of May 14, 1999 and subsequent amendments and supplements

¢tKS dzyRSNAAIYSR CSRSNRAO2 RSQ {iG0SFLYAS [/ KFEANXYIFY YR [/ KAST O9E!
Reporting, of Sit S.p.A., declare, and also in consideration of Articlbid5daragraphs 3 and 4 of Legislative Decree Nof58 o
February 24, 1998:

A The adequacy considering 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 Januarypecember 202.

In addition, we declare that the consolidated financial 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 S5ANBOGZ2ZNEQ wSLENI AyOfdRRSa I NBtAlLofS Lylfeara 2y K
the issuer and of the companies included in the consolidation, together with a description of the principal risks and

uncertainties to viich they are exposed.

TheEnglishversion of the consolidated financial statements of SIT Group constitute -affioral version with regard to the

provisions of the Commission Delegated Regulation (EU) 2019/815.

PaduaApril, 24 2024

The Chief Executive Officer The Executive Officer féiinancial Reporting

CSRSNARO2 RSQ {0GSTlIyaA Paul Fogolin
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INDEPEMDENT AUDITOR'S REPORT
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 ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
Opinicn

We have audited the consclidated financial statements of SIT 5.p.A. and ts subsidiaries (the "Group™),
which comprise the consolidated balance sheet as at December 31, 2023, the consolidated statement of
income, consolidated statement of comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and explanatory notes to the
consolidated financial statements, including material accounting policy information.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at December 31, 2023, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with Interational
Fimancial Reporting Standards as adopted by the European Union and the requirements of national
regulations issued pursuant to art. 9 of Italian Legislative Decree no. 38/05.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (1SA alia). Our
responsibilities under those standards are further described in the Awditar’s Responsibilities for the Audit
of the Consalidatad Financial Stataments section of our report. We are independent of SIT 5.p.A. (the
“"Company™) in accordance with the ethical requirements applicable under Italian law to the audit of the
financial statements. We believe that the audit evidence we have cbtainad 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 most significance in our
audit of the consolidated financial statements of the current period. These matters were addressad in
the context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Avaore San Birgains Bologre Bresck Caglien Firsns S Ml Mepol Pacive Parme R Toros Teeis Ldine Warona

St Lingabe: Wi Toamons, 25 - 2048 bl | Cagiale Sockds: Buro 10378 2000 Ly,

Craeh Fazaliy g chii Irvipsese o Wllane biona Briarsa Lodl n 0B0M9560056 -AEA n W-1T20030) | Pariss i [T 03089EET16E

| v Db 6 i wira o pil e sl vt Diadoimes Tonuchs Tiohiisti Linmiiee], ue Sockrt inghies & nisgoroabslind imita s [“TTTLT, b rrnkser Mo acdenen & s netwirk &
i O i ceowel i, DL i ik o il i Prwirvalos s S VI8 s v s i Saraitel i il iparadent e loss, DL [dencivinata s “Daloimes Shobad ) o formbis s o
v 5 i e Mot s <ot revaive alla chemcrizors chella ST Mo ggadee < DnsThe Teowse e Tihmiartsas Lirmoilimd o choobis s somiriboee vty all e

e il Soy b

£ Deiine & Touchs S,

2023Annual Financial Report
199



Deloitte.

Impairment test of goodwill refating to Heating & Ventilation, Smart Gas Metering and Water

Metering CGUs

Description of the key  The consolidated financial statements as at December 31, 2023 include

audit matter goodwill of Eure 70.9 million, allocated to the Heating & Ventilation cash
generating unit {“CGU”) for Euro 45.1 million, value that includes the write-
down equal to Eura 17 million recorded during the year, based on the results
of impairment test performed as at June 30, 2023, to the Smart Gas
Metering CGU for Euroe 17.2 million and to the Water Metering CGU for Euro
8.6 million. Goodwill, as required by "IAS 36 Reduction in the value of
assets”, is not amortized, but is subjected to impairment test at least
annuzlly by comparing the recoverable value of the CGUs - determined
according to the value in use method - and the carrying amount, which takes
into account both goodwill and other tangible and intangible assets allocated
tothe CGUs.

The impairment tests related to the consclidated financial statements as at
December 31, 2023 were approved by the Board of Directors on April 24,
2024 and, based on the results, no further losses has been identified
compared to the write-down already recorded in the half-year report as at
June 30, 2023 with reference to the Heating & Ventilation CGLU.

The Directors evaluation process is complex and it is based on assumptions
regarding, among other things, the expected cash flows of the CGUs and the
determination of appropriate discount rates (WACC) and long-term growth
rate (g-rate ). Thesa assumptions are influenced by future expectations and
market conditions.

In consideration of the relevance of the amount of goodwill, the subjectivity
of the estimates relating to the determination of the expectad cash flows
attributable to the CGUs and the key variables of the impairment model, as
well the impairment indicators identified during the year, that has brought to
a write-down of Euro 17 millions, and the results of the Group operations,
we have considerad the impairment test of the goodwill allocated to the
aforementionad CGUs a key audit matter of the Group's financial
statements.

The explanatory notes, with particular reference to Note 1 "Goodwill and
Other intangible assets”, provide information on goodwill, on impairment
test and on sensitivity analysis prepared by the Directors related to the main
test parameters.

Audit procedures As part of our audit, among other things, we carried out the following
performed procedures, also with the support of experts from the Delpitte network:

+ understanding of the main controls put in place by the Directors on the
process of carrying out the impairment tests;

* ayamination of the methods used by the Directors to determine the
value in use of the Heating & Ventilation, Smart Gas Metering and Smart
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Water Metering CGUs, anzalyzing the methods and assumptions used for
the preparation of the impairment test;

# analysis of reasonableness of the main assumptions adopted for the
formulation of the expected cash flows also through analysis of sector
data and obtaining information from Management;

= analysis of actual data compared to the original plans to assess the
nature of the deviations and the reliability of the business plan
preparation process;

* assessment of the reasonableness 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 CGLUs;

= verification of the correct determination of the carrying amount of the
CiGUs;

= verification of the sensitivity analysis prepared by the Directors;

# analysis of the adequacy and compliance of the disclosure provided in
the consolidated financial statements on impairment test with respect to
the provisions of 1AS 36,

Going Concern assessment
Description of the key  The consolidated financial statements as at Decamber 31, 2023 show a loss
audit matter of Euro 23.4 million, of which Euro 17 million related to write-down of CGU

Heating & Ventilation goodwill, equity of Euro 143 million and net financial
position of Euro 153.7 million.

During 2023 the Group recorded a 17% reduction in revenues compared to
2022, with a significant negative effect on operations results. This trend s
mzinly attributable to Heating & Ventilation division, which has showed a
revenues decrease of 25 8% compared to previous year.

Despite new financing, the increase in the wse of bank credit lines, in
addition to the measures adopted during the year to contain costs and
investments, the persistence of the negative economic situation in the
Heating & Ventilation business highlighted the impossibility for the Parent
Company SIT 5.p.A. to meet certain commitments to repay loans scheduled
for the end of the year and the related financial covenants.

In this context, on December 29, 2023 the Parent Company signed with
banks an extension and standstill agreement that supported also the
preparation of a new business plan for the pericd 2024-2027 (the "Business
Plan"), approved by the Board of Directors of Parent Company on February
29, 2024 and subjected to Independence Business Review by an
independent expert, and supported the negotiation of an agreement for the
restructuring of the repayment scheduling of the cutstanding loans and the
revision of the financial parameters. Such agreement was signed on April 22
and 23, 2024,
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In consideration of the relevance of the potential impact of the situation
described above on the assessment of the going concern, we have
considerad this assessment a key audit matter of the Group's financial
statements.

The paragraph “Going Concern”™ in the explanatory notes provides
information related to the considerations made by Directors on the
appropriateness of the going concern assumption in the preparation of the
consolidated financial statements as at 31 December 2023 considering the
uncertainties connected with the situation described above.

Audit procedures As part of our audit, among other things, we carried out the following
performed proceduras:

* understanding of the analysis carried out by Directors on the the going
CONCeIn assessment;

+ examination of the agreements with banks signed on April 22 and 23,
2024;

& Examination of the Group busimess plan for the period 2024-2027 and of
the monthly cash flows prepared by Directors based on the business
plan for the years 2024-2025 and analysis of the related assumptions,
supported also by the Indipendent Business Review performed by an
indepdent expert appointed by the company;

*+ Meetings and discussion with 5T 5.p.A. Management and the Statutory
Auditors on the relevant points of the going concern assessment
performed by Directors;

* [Reading of the minutes of the corporate bodies of SIT 5. pA;

* Analysis of the subseguent events that may have animpact on the going
CONCen assessment;

* Examination of the adequacy of the disclosure reported in the
Consolidated Financial Statements relzted to the going concern
assumption.

Responsibilities of the Directors and the Board of Statutory Auditors for the Consolidated Financial
Statements

The Directors are responsible for the preparation of consclidated financial statements that give a true
and fair view in accordance with International Financial Reporting Standards as adopted by the European
Union and the requirements of national regulations issued pursuant to art. 9 of lalian Legislative Decree
no. 38/05, and, within the terms established by law, for such internal control as the Directors determine
is necessary to enable the preparation of consolidated financial statements that are free from material
misstatemeant, whether due to frawd or error.
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In preparing the consolidated financial statements, the Directors are responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern 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
alternatives 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 Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated finandal statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that incCludes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with International Standards on Auditing (15A Italia) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with International Standards on Auditing (15A Italia), we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

& |dentify and assess the risks of material misstatement of the consolidated financial statemeants,
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 a 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 control.

= Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectivenass of the Group's intermal control.

+ [Evaluate the appropriateness of accounting policies used and the reasonablenass of accounting
estimates and related disclosures made by the Directors.

* Conclude on the appropriateness of managemeant's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report
to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify cur opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor's report. However, future events or conditions may cause the Group to cease
to Ccontinue as a going concern.

* [Evaluate the overall presentation, structure and content of the consolidated finandal statements,
including the disclosures, and whether the consolidated financial statements reprasent the underlying
transactions and events in @ manner that achieves fair presentation.
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+ (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
saolely responsible for our audit opinion.

We communicate with those charged with governance, identified at an appropriate level as required by
IS4 Italia, regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identify during cur audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical reguirements regarding independence applicable in Italy, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards applied.

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 period and
are therefore the key audit matters. We describe these matters in our auditors” report.

Other information communicated pursuant to art. 10 of the EU Regulation 537/2014

The Shareholders' Meeting of 3IT 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 to inart. 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 Statutory Auditors, in its role of Audit Committee, referred toin art. 11
of the said Regulation.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
Opinion on the compliance with the provisions of the Delegated Regulation (EU) 2019/815

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 technical 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 as at
December 31, 2023, to be included in the annual financial report.

We have carried out the procedures set forth in the Auditing Standard (5A Italia) n. 700B in order to
express an opinion on the compliance of the consolidated financial statements with the provisions of the
Delegated Regulation.
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In our opinion, the consclidated financial statements as at December 31, 2023 have been prepared in
XHTML format and have been marked up, in all material respects, in accordance with the provisions of
the Delegated Regulation.

Due to certain technical limitations, some information contained in the explanatory notes to the
consolidated financial statements, when extracted from XHTML format in an XBRL instance, may not be
reproduced in the same way as the corresponding information displayed in the conschidated financial
statements in XHTML format.

Cpinion pursuant to art. 14 paragraph 2 (g) of Legislative Decree 39,10 [and art. 123-bis, paragraph 4, of
Legislative Decree 58/28

The Directors of SIT 5.p A. are responsible for the preparation of the report on operations and the report
on corporate governance and the ownership structure of 5T Group as at December 31, 2023, including
their consistency with the related consolidated financizl statements and their compliance with the law.

We have carried out the procedures set forth in the Auditing Standard (SA Italia) n. 7208 in order to
exprass 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 51T Group as at December
31, 2023 and on their compliance with the law, as well as to make a statement about any material
misstatemeant.

I our opinion, the above-mentioned report on operations and some specific information contained in
the report on corporate governance and the ownership structure are consistent with the consolidated
financial statements of SIT Group as at December 31, 2023 and are prepared in accordance with the law.

With refarence to the statement referred toin art. 14, paragraph 2 (2), of Legislative Decree 39/10,
made on the basis of the knowledge and understanding of the entity 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. 254

The Directors of SIT 5.p A. are responsible for the preparation of the non-financial statement pursuant to
Legislative Decree 30 December 2016, no. 254.

We verified the approval by the Directors of the non-financial statement.
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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

Padova, ltaly
April 30, 2024

As disclosed by the Directors on page 1986, the occompanying consalidated financial statements af 5T 5.p.A.
constitute o nan-official version which has not been prepared in occordance with the provisions of the Commission
Delegated Reguiation (EU) 2015/815. This independent auditor's repart has been transiated into the English
languaoge soiely for the conwenience af international readers. Accordingly, only the original text in ltalion language is
authoritative.
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