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Resultatregnskap

Belgp i: NOK Note 2018 2017
RESULTATREGNSKAP

K ostnader

Annen driftskostnad 2 54019 180 148
Sum kostnader 54 019 180 148
Driftsresultat -54 019 -180 148

Finansinntekter og finanskostnader

Annen renteinntekt 256 517 161 795
Annen finansinntekt 730 962 428
Sum finansinntekter 987 479 162 222
Annen rentekostnad 157
Annen finanskostnad 764 521
Sum finanskostnader 764 678
Netto finans 987 479 -602 456
Ordineert resultat far skattekostnad 933 460 -782 603
Skattekostnad pa ordinaat resultat 6

Ordineert resultat etter skattekostnad 933 460 -782 603
Arsresultat 933 460 -782 603
Arsresultat etter minoritetsinter esser 933 460 -782 603
Totalresultat 933 460 -782 603

Overfaringer og disponeringer
Overfaringer til/fra annen egenkapital 5 933 460 -782 603
Sum overfaringer og disponeringer 933 460 -782 603
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Balanse

Belgp i: NOK Note 2018 2017

BALANSE - EIENDELER
Anleggsmidler
Immaterielle eiendeler

Utsatt skattefordel 6

Finansielle anleggsmidler

Investering i annet foretak i samme konsern 3 257 454 757 257 454 757
Sum finansielle anleggsmidler 257 454 757 257 454 757
Sum anleggsmidler 257 454 757 257 454 757
Omlgpsmidler

Varer

Fordringer

Andre fordringer 27 507 35644
Konsernfordringer 7 13 206 740 12 472 978
Sum fordringer 13234 247 12 508 622

Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter og lignende 129 821 14 403
Sum bankinnskudd, kontanter og lignende 129 821 14 403
Sum omlgpsmidler 13 364 068 12523025
SUM EIENDELER 270818 825 269 977 782

BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Selskapskapital 4,5 228 762 000 228 762 000
Overkurs 5 38033 393 38033 393
Sum innskutt egenkapital 266 795 393 266 795 393
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Balanse

Belgp i: NOK Note 2018 2017
Opptjent egenkapital

Annen egenkapital 5 4015 325 3081 865
Sum opptjent egenkapital 4015 325 3081 865

Sum egenkapital 270810719 269 877 259
Gjeld

Langsiktig gjeld

Utsatt skatt 6

Annen langsiktig gjeld

Sum langsiktig gjeld 0 0

K ortsiktig gjeld

Betalbar skatt 6

Annen kortsiktig gjeld 8106 100524
Sum kortsiktig gjeld 8106 100524
Sum gjeld 8 106 100 524
SUM EGENKAPITAL OG GJELD 270818 825 269 977 782
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Arsregnskap 2018
Reichhold Norway AS

Resultatregnskap
Balanse
Keontantstrom
Noter til regnskapet

Org.nr.: 978 680 860
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Resultatregnskap
Reichhold Norway AS

Driftsinntekter og driftskostnader Note
Annen driftskostnad 2
Sum driftskostnader

Driftsresultat

Finansinntekter og finanskostnader

Annen renteinntekt

Annen finansinntekt

Annen rentekostnad

Annen finanskostnad

Resultat av finansposter

Ordineert resultat fer skattekostnad

Arsresultat

Overfaringer

Qverfart fraftil annen egenkapital 5
Sum overfaringer

Reichhold Norway AS

2018 2017

54 019 180 148
54 019 180 148
-54 019 -180 148
256 517 161 795
730962 428
0 157

0 764 521

987 479 -602 456
933 460 782 603
933 460 782 603
-933 480 782 603
' 933 460 -782603
Side 2
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Balanse
Reichhold Norway AS

Eiendeler Note

Finansielle driftsmidler

Investeringer | annet foretak i samme kensemn 3
Sum finansielle anleggsmidier

Sum anleggsmidier

Omigpsmidler

Fordringer

Andre kortsiktige fordringer

Konsernfordringer 7
Sum fordringer

Bankinnskudd, kontanter o.l.

Sum omlapsmidler

Sum eiendeler

Reichhold Norway AS

2018 2017

267 454 757 257 454 757
257 454 757 257 454 757
257 454 757 257 454 757
27 507 35644
132086 740 12.472 978
13 234 247 12 508 622
129 821 14 403

13 364 068 12 523 025
270 818825 269 977 782
Side 3
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Balanse
Reichhold Norway AS

Egenkapital og gjeld Note

Innskutt egenkapital

Aksjekapitat 4,5
Overkurs 8
Sum innskutt egenkapital

Opptjent egenkapital

Annen egenkapital 5
Sum opptjent egenkapital

Sum egenkapital

Gjeld

Kortsiktig gjeld

Annen kortsiktig gjeld

Sum kortsiktig gjeld

Sum gjeld

Sum egenkapital og gjeld

Fredrikstad, 28.06.2019
Styret i Reichhold Norway AS

0l e

Rosario Valido ¥ Paolo ruga}i/
styreleder styrerhedlem

_///ﬁf@/w@mwfé A

Marianne Nerlie
styremediem

Reichhold Norway AS

2018 2017

228 762 000 228 762 000
38 033 393 38 033 383
266 795 393 266 795 393
4 015325 3081865
4015325 3081 868
270 810 718 269 B77 259
8106 100 524

8 1086 100 524

8108 100 524

270 818 825 269 977 782

AL

¥ Alberto Carpanil
styremedlem

Side 4
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Indirekte kontantstrem
Reichhold Norway AS

Note

Konfantstremmer fra operasjonelle akfiviteter
Resultat for skattekostnad

Endring | andre tidsavgrensningsposter

Netto kontantstrem fra operasjonelle aktiviteter

Kontantstremmer fra finansieringsaktiviteter
Endring mellomvaerende konsernkontosystem
Netto kontantstram fra finansieringsaktiviteter

Netto endring | kontanter og kontantekvivalenter
Beh. av kont, og kontantekvivalenter ved-per. begynnels
Beh. av kont. og kontantekvivalenter ved per. slutt

Reichhold Norway AS

2018 2017
933 460 782 603
-84 280 26 433
849 180 -756 171

733 762 603 715
733762 603 715
115 418 -152 456
14 403 166 859
129 821 14 403
Side 5
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Reichhold Norway AS

Note 1 Regnskapsprinsipper
Arsregnskapet er satt opp | samavar med regnskapsloven av 1998 og god regnskapsskikk | Norge.

Hovedregel for vurdering og klassifisering av eiendeler og gjeld

Eiendeler bestemt {it varig eie elier bruk er klassifisert som anieggsniidier, Andre eiendeler er klassifisert som
omigpsmidler. Fordringer som skal filbakebetales innen et ar er klassifisert som omlgpsmidier. Ved
klassifisering av kortsiktig og langsiktig gjeld er tilsvarende kriterier lagt til grunn.

Omigpsmidler er vurdert til laveste av-anskaffelseskost og virkelig verdi. Kortsiktig gjeld og annen langsiktig
gjeld er vurdert til palydende belep.

Valuta
Pengeposter i utenlandsk vaiuta er i balansen omregnet til balansedagens kurs. Urealisert valutagevinst / tap
pr. 31.12.18 er resultatfert som andre finansinntekter/ kostnader.

Aksjer'i datterselskap

Investeringer i datterselskaper er balansefart til anskaffelseskost. Investeringene blir nedskrevet til virkelig
verdi dersom verdifallet ikke er forbigaende. Mottatt utbytte og konsernbidrag fra datterselskapane er
inntekisfert som annen finansinntekt. Tilsvarende gjelder for investeringer i tilknyttede seiskaper.

Fordringer
Kundefordringer og andre fordringer er oppfart til palydene efter fradrag for avsetning for forventet tap.
Avsetning til tap gjeres pa grunnlag av en individuell vurdering av de enkelte fordringene.

Bankinnskudd, kontanter og fighende
Bankinnskudd, kontanter ol. inkluderer kontanter, bankinnskudd og andre betalingsmidier med forfallsdato
som er kortere enn tre manader fra anskaffelse.

Kostnader

Kostnader regnskapsferes som hovedregel | samme periode som tilhgrende inntekt. Kostnader som ikiee
sammenstilles kostnadsferes nar de paleper. @vrige unntak fra sammenstiliingsprinsippet er angit der det er
aktueit.

Skatfer

Skattekostnaden sammenstilles med regnskapsmessig resultat for skatt. Skatt knyttet til
egenkapitalfransaksjoher er fort mot egenkapitalen. Skattekostnaden bestdr av betalbar skatt (skatt pa &rets
direkte skattepiiktige inntekt) og endring i netto utsatt skatt. Utsatt skatt og utsatt skatteforde! er ikke
presentert | balansen av forsikiighetshensyn.

Konsernet

Det blir ikke utarbeidet eget konsernregnskap for Reichihold Norway AS, da selskapet inngdr i
konsernregnskapet tii Specialty Chemigal International BV, The Netherlands. Konsemregnskapet kan fags
ved henvendelse til denne adresse,

Reichihold Norway AS Side 6
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Reichhold Norway AS

Note 2 Godigigrelser

Godtgjgrelse til KPMG AS inklusive mva fordeler seg slik;

2018 2017

Lovpalagt revisjon 29 000 38 000
Skatteradgivning 0 1}
Andre tienester 42 949 11 000
Det er ikke utbetalt styrehonorarer.
Det er ingen ansatte | seiskapet.
Note 3 Investering i datterselskap
Tall | hele tusen
Selskap Anskaffelses- Forretningskontor Stemme og Egenkapital Resultat

tidspunkt eierandel 31.12.2018 2018
Reichhold AS 11.07.1897 Sandefjord 100 % 232098 13772
Reichhold Danmark AS 01.09.1897 Kabenhavn 160'% 45111 2215
Reichhold GmbH 01.09.1997 Hamburg 100 % 29 244 10
Reichhold BV 01.09.1997 Rotterdam 100 % -7 730 -566

Note 4 Aksjekapital og aksjonasrinformasjon
Aksjekapitalen | selskapet pr 31.12.2018 bestar av en aksjeklasse:
Antall  Palydende Bokfert verdi

Qrdinzre aksjer 228 762 1000 228762000
Sum aksjer 228 762 228 762 000

Eierstruktur
Samtlige aksjer eies av Reichhold Holdings Infernational BV, Nederland. Det eksisterer ingen bestemmelser

vedtektene om begrensninger | stemmerett. Hver aksije teiler en stemme,

Note 5 Egenkapital

Aksjekapital Overkurs  Annen EK Sum

Egenkapital 1. jan 228 762000 38033393 3081865 269877259

Arets resultat 933 460 933 460

Egenkapital 31. des 228762000 38033393 4015325 270810719
Side 7
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Reichhold Norway AS

Note 6 Skatt

Arets skattekostnad 2018 2017
Resuitatfort skatt pa ordinzert resultat:

Betalbar skatt 0 6
Endring i utsatt skattefordel 0 0
Skattekostnad ordinzert resultat

Skattepliktig inntekt:

Ordinzert resultat for skatt 933 460 -782 603
Permanente forskjeller 0 0
Endring i midlertidige forskjeller -8 330 -3 000
Anvendelse av fremfarbart underskudd -925 130 0
Skattepliktig inntekt 0 -785.603
Betalbar skatt i balansen:

Betalbar skatt pa arets resultat

Sum betalbar skatt i balasisen 0

Skatteeffekten av midiertidige forskjeller og underskudd til fremfering som har gitt opphav til utsatt skatt og

utsatte skattefordeler, spesifisért pa typerav midlertidige forskjeller:

2018 2017 Endring
Andre forskjeller -30 670 ~39 000 -8 330
Sum -30 670 -39 000 -8 330
Akkumulert fremigrbart underskudd -9 396 666 -10 321 786 -925130
Ubenyttet utbyttegodtgjerelse -22 328 655 -21 357 B43 970 811
Inngér ikke i beregningen av utsatt skatt 31755991 31718 640 -37 351
Grunnlag for beregning av utsatt skatt 0 0 0
Utsatt skattefordel (22 % / 23 %) 0 0 0
Effekt av endring av skattesats
I henhold til god regnskapsskikk balansefares ikke utsatt skattefordel.
Side 8
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Reichhold Norway AS

Note 7 Konsernmellomvaerende

) 2018 2017
Andel konsernkontosystem 13 206 740 12 472 978
Reichhotd Norway AS Side 9
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Reichhold Norway A/S

Arsberetning / Management Report 2018

Virksomhetens art

Reichhold Norway AS er et holdingselskap hvis
datterselskap med undetliggende selskaper utvikler,
produserer og selger umettet polyester, gelcoat og
relaterte produkter til kompositt industrien i Europa og
Midtosten. Konsetnet har et produksjonsanlegg i
Fredrikstad i Norge som ivaretas av konsernselskapet
Reichhold AS. Selskapet har forremingsadresse i
Fredrikstad,

Redegjareise for irsregnskapet

Arsoppgjeret er avlagt under forutsetning om fortsatt
drift. Til grunn for antagelsen ligger resultatprognoser
for &r 2019 og konsernets langsiktige strategi.

Det blir ikke utarbeidet eget konsemregnskap for
Reichhold Norway AS, da selskapet inngar i
konsernregnskapet til Specialty Chemical International
B.V., registrert i Nederland.

Selskapets Arsresultat i 2018 ble TNOK 933 meot
TNOK. -783 i 2017. Resultatet bestdr hovedsakelig av
renter og urealisert agio pa bankmidler, Totalkapitalen
utgjorde ved érets utgang TNOK 270,818 mot TNOK
269,978 i 2017. Egenkapitalandelen var 99.9%,
uendret fra 2017. Kentantstrem fra operasjonell drift
ble TNOK 849 mot TNOK -756 i 2017.
Likviditetsrisiko anses lav og siden selskapet ikke
driver egen virksomhet eksisterer ingen eksponering
mot kredittrisiko.

Etter styrets oppfatming gir A4rsregnskapet en
rettvisende oversikt over utvikling og resultat av
foretakets virksomhet og dets stilling pr. 31.12.2018.
Det har ikke inntruffet forliold av vesentlig betydning
for stilling og resultat etter regnskapsérets slutt.

Personale

Selskapet har ingen ansatte. Konsemnet har som
milsetning 4 vaere en arbeidsplass der det rader full
likestilling og hvor alle har samme muligheter
vavhengig av kitltur og etnisk bakgrunn,

Principal activity

Reichhold Norway AS is a holding company with
subsidigries that develop, manufacture and sell un-
saturated polyester resins and gelcoats to the-compo-
site industry in Europe and the Middle East The
group has o produiction site in Fredriksiad, Norway
which is managed by the subsidiary Reichhold AS.
The compuany’s business addréss is Fredrikstad.

The accaunts

The annual accounis are made based on the assump-
tion of contimued operations. The basis for the as-
sumption is the budget for 2019 and the group's long
term strategy.

Reichhold Norway AS does not prepare group aé-
counts since the company is included in the consoli-
dated financial statements of Specialty Chemical In-
ternational B.V., vegistered in The Netherlands.

The year 2018 resulted in a profit of TNOK 933
against INOK -783 in 2017. The profit is mainly in-
terest income and unrealized gain on bank funds. To-
tal capital at year end was TNOK 270,818 against
TNOK 269,978 in 2017. The equity ratio was 99.9 %,
unchanged from 2017, Cash flow from operating ac=
tivities was TNOK 849 against TNOK -756 in 2017.
The liguidiy risk s considered to he low and the
company is nof exposed to credit risk.

In the opinjen of the board, the annual accounts pre-
sent fairly the company’s development and position
as of 31 December 2018. No events have occurred
afier the balance sheet date to this date, which would
materially influence the evaluation of this manage-
nment réport,

Personell

The company has no employees. The Group aims to
be a workplace with egual opportunities across cul-
tiral, ethnic and gender divides.
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Reichhold Norway A/S

Miljerapportering

Selskapet forurenser ikke det yire miljs, men
konsernets  produksjonsanlegg 1 Norge er
konsesjonsbelagt nér det gjelder utslipp til vann og
juft. Dette er nzrmere omtalt i 4rsberetningen til
Reichhold AS.

Fremtidig utvilding

Det europeiske komposittmarkedet fortsatte 8 vokse i
2018 og inn i 2019,

Selskapet risiko er i hovedsak knyttet til utviklingen i
dattersselskapene,

I mai 2017 fuliferte Reichhold konsernef en fusjon
med Polynt Group. Det nye konsernet Polynt-
Reichhold Group er et globalt selskap innen
Intermediates, Coating og Composite Resins,
Thermoset Compounds, Gel-coats og nisjespesialiteter
med inntekter p& mer enn 2 milliarder €.

Selskapet er indirekte eiet/kontrollert av Speciality
Chemicals International Lid, som er likeverdig eiet av
et indirekte datterselskap av Investindustrial V L.P. og
Black Diamond Capital Management, sammen med
andre aksjonarer med minoritetsandeler,

Som en del av fusjonen ble det foretatt en
omorganisering i den norske delen av virksomheten.
fra 1. november 20}7. Reichhold’s forskiningsavdeling
og salgsaktiviteter bel overfort til det nyopprettede
selskapet Polynt Composites Norway AS, med
forretningsadresse  Sandefjord. Reichhold AS ble
dermed et rendyrket produksjonsselskap.

1 oktober 2018 ble det besluttet & nedbemanne FOU
avdelingen og stenge virksomheten { Sandefjord for &
flytte selskapet til Reichhold’s fabrikkanlegg 1
Fredrikstad. Flytteprosektet ble avsluttet 1. juni 2019

Dispenering av resultat

Styret i Reichhold Norway AS foreslar folgende
disponering av &rsresultatet p4 NOK 933 460:

Overfont til annen egenkapital: NOK 933 460

Fredrikstad, 28. juni 2019 / June 28 2019

Moo LA

Rdfario Valido Paolo Carughti
Styreleder/Chairman Board memper

Environmental reporting

The company does not pollute the environment. The
company's subsidiary with production site in Norway
is subject to licenses regarding industrial effluents into
water and air. This is further mentioned in the man-
agement report of Reichhold AS.

Development ir activities and finances

The European Composites market continued to grow
throught 2018 and into 2019.

The company’s risk is mainly related 1o the
development of the subsidiaries.

In May 2017, The Reichhold Growp completed a
business combination with the Polyni Group. The new
Polyni-Reichhold Group is a global company in the
[ntermediates, Coating and Composite Resins,
Theermoset  Compounds, Gel-coats and niche
Specialties with move than €2 billion in revenues.

The Company is indirectly wholly held/controlled by
Speciality Chemicals International Ltd, itself equally
held by an indirect subsidiary of Investindustrial V L.P.
and Black Diamond Capital Management, with other
shareholders holding minority positions.

As part of the merger, a reorganization took place in
the Norwegian part of the business from November I,
2017. Reichhold’s research department and sales
activities in Sandefford were transferred to the newly
created company Polynt Composites Norway AS,
located in Sendefford.. Reichhold AS is a uamitigated
production company.

In October 2018, it was decided iv downsize the R&ED
department and close down the facility in Sandefjord to
move the company to Reichhold’s production facility in
Fredrikstad. The moving process was completed Ist of
June 2019,

Allocation of the result

The Board in Reichhold Norway AS proposes the
following distribution of the year-end profit of
NOK 933 460:

Transferred to retained earnings: NOK 933 460

lot.f

Alberto Carpani
Board menber

/ oy
%ﬁM/M&é@

Marianne Neriie
Board member
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KPMG AS Telephone +47 04063
Nordre Foksergd 14 Fax
3241 Sandefjord

Internet www . kpmg.no

Enterprise 835 174 627 MVA

Til generalforsamiingen i Reichhold Norway AS

Uavhengig revisors beretning

Uttalelse om revisjonen av arsregnskapet

Konkiusjon

Vi har revidert Reichhold Norway AS' arsregnskap som viser et overskudd pé kr 933 460.
Arsregnskapet bestar av balanse per 31. desember 2018, resuitatregnskap og kontantstramoppstilling
for regnskapsaret avsluttet per denne datoen og noteopplysninger til arsregnskapet, herunder et
sammendrag av viktige regnskapsprinsipper.

Etter var mening er det medfelgende arsregnskapet avgitt i samsvar med lov og forskrifter og gir et
rettvisende bilde av selskapets finansielle stilling per 31. desember 2018, og av dets resultater og
kontantstremmer for regnskapséret avsluttet per denne dateen i samsvar med regnskapslovens regler
og god regnskapsskikk i Norge.

Grunnlag for konklusjonen

Vi har giennomfart revisjonen i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder de
internasjonale revisjonsstandardene International Standards on Auditing (ISA-ene). Vare oppgaver og
plikter i henhold til disse standardene er beskrevet i Revisors oppgaver og plikter ved revisjon av
arsregnskapet. Vi er uavhengige av selskapet slik det kreves i lov og forskrift, og har overholdt vare
gvrige etiske forpliktelser i samsvar med disse kravene. Etter var oppfatning er innhentet
revisjonsbevis tilstrekkelig og hensiktsmessig som grunnlag for var konklusjon.

Andre forhoid

Selskapets arsregnskap er avlagt etter utlepet av lovens frist for avieggeise av arsregnskap.

&vrig informasjon

Ledelsen er ansvarlig for evrig informasjon. @vrig informasjon omfatter informasjon i arsrapporten
bortsett fra arsregnskapet og den tilhgrende revisjonsberetningen.

Var uttalelse om revisjonen av arsregnskapet dekker ikke gvrig informasjon, og vi attesterer ikke den
@vrige informasjonen.

| forbindelse med revisjonen av arsregnskapet er det var oppgave a lese gvrig informasjon med det
formal & vurdere hvorvidt det foreligger vesentlig inkonsistens meliom @vrig informasjon og
arsregnskapet, kunnskap vi har opparbeidet oss under revisjonen, elier hvorvidt den tilsynelatende
inneholder vesentlig feilinformasjon.

Dersom vi kenkluderer med at den avrige informasjonen inneholder vesentlig feilinformasjon er vi
palagt & rapportere det. Vi har ingenting & rapportere i sa henseende.
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Revisors beretning - 2018
Reichhold Norway AS

Styrets ansvar for arsregnskapet

Styret (ledelsen) er ansvarlig for a utarbeide arsregnskapet i samsvar med lov og forskrifter, herunder
for at det gir et rettvisende bilde i samsvar med regnskapsiovens regler og god regnskapsskikk i
Norge. Ledelsen er ogsé ansvarlig for slik internkontroll som den finner nedvendig for a kunne
utarbeide et arsregnskap som ikke inneholder vesentlig feilinformasjon, verken som feige av
misligheter eller utitsiktede feil.

Ved utarbeidelsen av arsregnskapet ma ledelsen ta standpunkt til selskapets evne til fortsatt drift og
opplyse om forhold av betydning for fortsatt drift. Forutsetningen om fortsatt drift skal legges til grunn
for arsregnskapet s lenge det ikke er sannsynlig at virksomheten vil bli avviklet.

Revisors oppgaver og plikter ved revisjonen av arsregnskapet

Vart mal med revisjonen er a oppna betryggende sikikerhet for at arsregnskapet som helhet ikke
inneholder vesentlig feilinformasjon, verken som felge av misligheter eller utilsiktede feil, og & avgi en
revisjonsberetning som inneholder var konkiusjon. Betryggende sikkerhet er en hegy grad av sikkerhet,
mert ingen garanti for at en revisjon utfart i samsvar med lov, forskrift og god revisjonsskikk i Norge,
herunder ISA-ene, alltid vii avdekke vesentlig feilinformasjon som eksisterer. Feilinformasjon kan
oppsta som felge av misligheter eller utilsiktede feil. Feilinformasjon biir vurdert som vesentlig dersom
den enkeltvis eller samlet med rimelighet kan forventes & pavirke gkonomiske beslutninger som
brukerne foretar basert pa arsregnskapet.

Som del av en revisjon i samsvar med lov, forskrift og ged revisjonsskikk i Norge, herunder ISA-ene,
ut@ver vi profesjonelt skjgnn og utviser profesjonell skepsis gjennom hele revisjonen. | tillegg:

+  identifiserer og anslar vi risikoen for vesentlig feilinformasjon i regnskapet, enten det skyldes
misligheter eller utilsiktede feil. Vi utformer og gjennomfarer revisjonshandlinger for a handtere
slike risikoer, og innhenter revisjonsbevis som er tilstrekkelig og hensiktsmessig som grunnlag
for var konkiusjon. Risikoen for at vesentlig feilinformasjon som falge av misligheter ikke blir
avdekket, er hayere enn for feilinformasjon som skyldes utilsiktede feil, siden misligheter kan
innebeere samarbeid, forfalskning, bevisste utelatelser, uriktige fremstillinger eller overstyring
av internkontroll.

+  opparbeider vi oss en forstaelse av den interne kontroll som er relevant for revisjonen, for &
utforme revisjonshandlinger som er hensiktsmessige etter omstendighetene, men ikke for a gi
uttrykk for en mening om effektiviteten av selskapets interne kontroit.

+  evaluerer vi om de anvendte regnskapsprinsippene er hensiktsmessige og om
regnskapsestimatene og tilharende noteopplysninger utarbeidet av ledelsen er rimelige.

+  konkluderer vi pa hensiktsmessigheten av iedelsens bruk av fortsatt drift-forutsetningen ved
avleggelsen av regnskapet, basert pa innhentede revisjonsbevis, og hvorvict det foreligger
vesentlig usikkerhet knyttet til hendelser eller forhold som kan skape tvil av betydning om
selskapets evne til fortsatt drift. Dersom vi konkluderer med at det eksisterer vesentlig
usikkerhet, kreves det at vi i revisjonsberetningen henleder oppmerksomheten pa
tilleggsopplysningene i regnskapet, eller, dersom slike tilleggscpplysninger ikke er
tilstrekkelige, at vi modifiserer var konkiusjon om arsregnskapet. Vare konklusjoner er basert
pé revisjonsbevis innhentet inntil datoen for revisjonsberetningen. Etterfglgende hendelser
eller forhold kan imidlertid medfare at selskapet ikke fortsetter driften.

+  evaluerer vi den samlede presentasjonen, strukturen og innholdet, inkiudert
tilleggsopplysningene, og hvorvidt arsregnskapet representerer de underliggende
transaksjonene og hendelsene pa en mate som gir et rettvisende bilde.

Vi kommuniserer med styret blant annet om det planlagte emfanget av revisjonen og til hvilken tid
revisjonsarbeidet skal utfgres. Vi utveksler ogséa informasjon om forhold av betydning som vi har
avdekket i lapet av revisjonen, herunder om eventuelle svakheter av betydning i den interne
kontrollen.
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Revisors beretning - 2018

KPAMG Reichhold Norweay AS

Uttalelse om andre lovmessige krav

Konkiusjon om registrering og dokumentasjon

Basert pa var revisjon av arsregnskapet som beskrevet ovenfor, og kontrolthandlinger vi har funnet
ngdvendig i henhold til internasjonal standard for attestasjonsoppdrag (ISAE) 3000
«Attestasjonsoppdrag som ikke er revisjon eller forenklet revisorkontroli av historisk finansiell
informasjon», mener vi at ledelsen har oppfylt sin plikt til & serge for ordentlig og oversiktlig
registrering og dokumentasjon av selskapets regnskapsecpplysninger i samsvar med lov og god
bokferingsskikk i Norge.

Andre forhoid

Denne beretning erstatter tidligere avgitt beretning, datert 30.06.2019, som ble avgitt ved utlgpet av
lovens frist for avholdelse av generalforsamling. Fullstendig arsregnskap var pa dette tidspunkt ikke
avgitt av styret.

Sandefjord, 5. juli 2018
KPMG AS

s ey

John Thomas Serhaug
Statsautorisert revisor
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Company officers
Managing Director kKurt Thee Eckart Vogler
Ruanaging Director Gerard Matthijs Verhel]
Monaging Director Zin Man Ho

The Director Kurt Theo £ckart Vogier was appointed during 2016 for an indefinite period
of time.

On 18 December 2018 Gerard Matthijs Verheij and Zin Man Ho were appointed as
managing directors with effect 1% January 2019 for an indefinite period of time. On the
same date it was approved the resignation of Mr. A. Doppenberg.

independent auditors

KPMG Accountants NV, with registered office in Amsterdam, the Netherlands. The audit
engagement ends with the approval of financial statements as of and for the vear ended
December 31%, 2018,
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Director’s Discussion and Analysis of Financial Condition and
Results of Operations

Readers should read the following "Directar's Discussion and Anclvsis of Financial
Condition and Results of Opergtions” together with the additional financial information
contained elsewhere in this financial report inchuding the consolidated financial
statements and the related notes thereto. Cur historical results are not necessarily
indicative of the results to be expected in the future.

All of the financial data presented in the text and tables below are shown in thousands of
Euro, except as otherwise stated. Certain financial data (including percentages) in the
following tables have been rounded according to established commercial standards. This
may lead to individual numbers presented throughout this report not adding up precisely
to the totals provided and percentages may not precisely reflect the absolute figures.
These consolidated financial statements have been prepared in accordance with IFRS
endorsed by the European Union and the Title 9 of the Netherland Civil Code.
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Directors’ report
The Directors of the Company hereby present their report for the financial year ended an
31 December 2018,

General information

Specialty Chemicals International B.V. (the “Parent” or “Reporting entity”} is domiciled in
the Netherlands with its statutory seat in Amsterdam and its place of business at
Lichtenaueriaan 102, 3062 MFE, Rotterdam, the Netherfands. These consolidated financial
statements are cotnprised of the Parent and its subsidiaries and together referred to as
the “Group”. The Parent is wholly held/controlled by Spediality Chemicals International
Lid, ftself equally held by an indirect subsidiary of Investindustrial V L.p.
(“Investindustrial”) and Black Diamond Capital Management {"Black Diamond™), with
other shareholders holding minority positions,

Polynt — Reichhold business combination

On May 17%, 2017 Polynt Group {“Pofynt”) and Reichhold Group {“Reichhold”) agreed o
combine their businesses to form a global vertically integrated specialty chemical
operation.

The following changes to the Group’s companies ware completed during 2018:

- Polynt Iherica SL1. was liguidated on July 31% 2018, resulting in the Spanish
subsidiary’s termination;

- on November 14, 2018 the notarial deed for the merger of Polimeri Speciali Holding
S.p.A. into Polynt S.p.A. has been executed, the relevant effective date occurred on
November 26, 2018;

- Polynt Group Helding Inc. was Hquidated on November 30, 2018, resulting in the
American subsidiary’s termination.

After giving effect to the transactions described above, the revised Group structyre as at
Decermber 31%, 2018 is as follows:
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Presentation of Finandal Information

The control date for the new Group was May 17™, 2017 with May 31%% 2017 used as the
date to account for the acquisition effects and for the preparation of the Consolidated
financial statements for 2017, Consequently, the 2017 operating results, finandial position,
and cash flow reflect seven months of operations and are not comparable with the twelve
manth results presented in the operating resuits, financial position, and cash flow as at
December 31st, 2018,

General economic environment overview Y

The global economy continued its growth in 2018. However, economic mamentum
slowed significantly over the course of the year. Regional trends were also more disparate
than in 2017 and growth in global trade weakened. The escalation of the trade conflict
between the United States and China, as well as fears that the United States would
introduce additional tariffs on automotive imports increasingly weighed on the economic
climate. In addition, financing conditions for a number of emerging markets deteriorated
following interest rate hikes by the U.S. Federal Reserve. This lad to capital outflows into
the dollar zone and corresponding currency devaluations. By contrast, monetary policy in
the Euro Area and in Japan remained expansionary.

Despite ongoing negotistions, trade tensions among major econcmies remain elevated.

LR~ January 2019
The Worlkd Bank — Global Economic Prospects | fanuary 20158
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Borrowing costs for emerging market and developing economies (EMDEs) have increased,
ih part as major advenced-economy central banks continued to withdraw policy
accommodation in varying degrees.

Economic activity in advanced economies has been diverging lately. Growth in the United
States has remained solid, bolstered by fiscal stimulus. In contrast, activity in the Furo
Area has been somewhat weaker than previously expected, owing to slowing net exports.

Industry overview
The Group is a leading global, vertically-integrated chemical player focused on the
production of speciaity chemical products.

The glabal chemical industry grew by 2.7%, and below 2017 levels (+3.7%). Chemical
production in the Euro Area declined shightly in 2018 after a strong prior year (2018: -
0.9%, 2017: +3.2%). Contributing factors included capacity bottlenecks, lower export
damand and weaker second half automotive industry demand.

In Asia, growth slowed to 3.4% versus 4.5% in the previous year. At 3.6%, growth in the
world’s largest chemical market, China, was lower than in the prior year {+4.0%) and
significantly lower than forecasts {+5.0%).

Stagnant demand from the automotive industry and slower momentum in other
customer industries had a dampening effect.

By contrast, growth picked up in the United States on the back of the economic upturn
combined with new production capacity {2018: +3.7%; 2017: +2.6%).

Business overview

The Group's activities consist of research and development and the production and sale

of organic anhydrides, composites and their derivatives. These products are part of the

larger chemical intermediary category encompassing oil refining through to the
production, sale and distribution of the finished products to the market. The Group's
products are widespread In terms of applications and the number of end user sectors.

They are used for, inter alia, the production of plastics, paints, inks and adhesives,

electrical and electronic components, paper and lubricants. They also apply to the

manufacture of animal feed ingredients, additives for the food industry, and included in
compounds for the transportation, construction and electrical sectors.

The Group performs all functions leading to the sale of praducts, consisting of research

and development, production planning, procurement of the raw materials, production,

quality control and logistics, warehousing, sales and after-sales support for the finished
products,

The Group produces two major types of products:

- Specific use products: these products include phthalic anhvdride, maleic anhydride,
trimeliitic anhydride, fumaric acid, malic acid and general-purpose plasticizers. These
products have a chemical-physical characterization universally defined and not
changeable;

- Customized preducts: these products incfude unsaturated polyester resins, coatings,
special anhydrides, gelcoats, compounds catalysts and special esters. Products in this
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category are formulated at the customer's request in order to mest the customer's
specifications or application requirements.

Relevant transactions during 2018 financial year
Significant events that occurred during the reporting perind ended December 3150 2018
are as follow:

on May 10%, 2018 the Sharehalders approved the Contribution to the Parent in the
amount of EUR 2,787 thousand;

on May 14™, 2018 the Shareholders approved the Annual Report as at 315 December
2017,

in July 2018 the Spanish subsidiary Polynt Iberica $.L, was wound up and closed;

on September 39, 2018 at the Board of Directors’ meetings of Polimeri Speciali Holding
S.p.A.and Polynt S.p A, and on September 10%, 2018 at the shareholders’ meetings of
Polimeri Speciali Holding S.p.A. and Folynt S.p.A. the reverse merger pursuant to article
2501-bis of the Halian Civil code of Polimeri Speciali Holding 5.p.4. into Polynt 5.p.A.

was approved. The notarial deed of merger has baen axecuted on November 14'8, 2018,

while the effective date of the merger s November 26%, 2018;

on September 27", 2018, the liquidation and dissclution of the US subsidiary Polynt
Group Holding Inc. was approved and in November 2013 the liquidation of Polynt
Group Holding Inc, was completed and the company dissolved;

on December 14%, 2018, the tax audit of the Halian subsidiary Polynt S.p.A. was closed.
The tax audit started on June 8, 2018 and was carried out by officers of the local tax
inspection ynit {“Guardia di Finanza”) and was completed with the notification of the
"Processo Verbate di Constatazione” {the “PVC"). The tax audit covered tax yvear 2016
and, limited {o some matters, tax years 2014, 2015 and 2017,

The PVC identified two main findings: one challenging the rovaity rate charged by
Polynt S.p.A. to related parties in connection with the trademark “Polynt”, as the hasis
of a total adjustment to the taxable income of EUR 41.5 million over the period coversd
by the tax audit.

The second finding is that a portion of certain costs barne by Polynt S.p.A. was not
recharged/rebilled to the proper related party as they should have been, such
expenses being allegedly for the benefit of the whole Group. Based on this
presumption the PVC provides for a total adjustment of EUR 3.3 million to the taxable
income for the tax years 2015 and 2016.

These findings have yet to be officially assessed against Polynt Sp.A. The Group
believes that the findings are legally disputable and economically disproportionate and
will challenge any adjustment arising therefrom in order to assert its rights and
minimize the consequences for the company and the Group.

Key Factors Affecting Our Results of Operations

Qur results of operations are driven by a combination of factors affecting the specialty
chemicals industry. Set forth below Is an overview of the key drivers that have affected the
historical results of operations of our business and are expected to affect our consolidated
results of operations in future periods,
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e Generol Economic Conditions, Demand and Cyclicality in our Products® End-markets
and Supply Dynamics

The specialty chemicals industry is generally affected by the overall general ecanomic
cond ftions with historical demand strongly correlated with global GDP growth.

Our products are used in several end-markets, including buiiding and construction,
transportation, automotive, electrical, food and feed, marine and home appliances. Most
of these end-markets, with special reference to the building and canstruction sectors,
have exhibited cyclicalit demand over the historical periods presented. We believe this
cyclicality, a function of general economic conditions, has affected, and will continue to
affect, our results of operations.

Political factors also impact the demand for our products and given the various
geographical regions we serve could impact our operating resuits. Demand in Europe and
North America has also been driven by customer’s switching to high-quality products and
advances in manufacturing that resulted in the replacement of traditional building
materials with flexible and recyclable Composites and other synthetic materials. Demand
in developing regions such as China and South America has been driven by increased
population growth, a growing middle class, focus on industrialization investment and
higher infrastructure spending. Our results reflect these trends where we have seen an
increase in demand for specialty chemical products being used in building and
construction projects in developing regions.

The competitive landscape alse impacts our operating results. Together with the macro
and micro economic impacts, the sver changing operational and competitive landscape
Impacts market supply {i.e industry expansion, plant shutdowns, scheduled maintenance,
foree majour actions etc) and affects our aperating results,

s Fluctuation in the Prices of Row Materiols

Raw material costs comprise the fargest portion of our operating costs. The majority of
the raw materials we use are based on crude oil, including, butane, orthoxylene, benzole,
styrene and pseudacumene. The prices we pay for our raw materials are closely linked to
the price of crude oil and crude oil price fluctuations have affected, and will continue to
affect, our results of operations and gur financial condition. Other raw material costs such
as the cost of soybean oil and normal butane used in the production of certain coating
resins don't correlate directly with crude oil prices,

We, like other specialty chemical producers, typically seek to mitigate the risks of
fluctuating commaodity prices by having contracts hoth with suppliers and customers that
allow for price renegotiation on a monthly or quarterly basis or for automatic price
adjustment based on the average price of the commadity according to different price
indices. The remainder of our volumes bought and sold were done so either in spot
contracts at the then-prevailing market prices or otherwise hased on formulas reflecting
guotes in industry newsletters and other pricing benchmarks which in turn reflect the
most recent changes in raw material costs at the time of sale, We alo attempt to alignh
the price negotiation periads between our customer contracts and the relevant supplier
contracts where possible,

Passing through increases or decreases in raw material costs to our customers (either
through price renegotiation or automatic price adjustments), while ena bling us to
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maximize our Average Unit Margin without having to engage in commuodity hedging, does
cause our shsolute revenue figures to fluctuate in close relation fo raw materials prices
{assuming constant sales volumes). We are not always able to pass through raw materfal
price increases, or in some instances we suffer a certain time lag and, therefore,
experience lower Average Unil Margins. Our inability to quickly pass through all raw
material cost increases is affected by several additional factors. For example, demand in
the end-markets where our customers compete can sometimes be too weak ta absorb
the full effect of price increases. As a result, we sometimes postpone passing on cost
increases in an attempt to maintain sales volimes, which can adversely affect Average
Unit Margin. In contrast, during pericds of falling raw material prices, to the sxtent that
customers do not delay purchases while waiting for our prices to reflect falling prices, the
time lag in raw material price pass through allows us to realize higher margins.

Changes in raw material prices also have a direct effect on our working capital levels. In
general, increases in the cost of raw materials leads to an increase in our working capital
requirements, as our inventories and irade receivables incresse as a result of raw
materials prices and the higher price related sales levels is partially offset by an increase
in trade payables. Due to the quantity and turnover of the raw materials that we typically
keep in stock, this increase occurs gradually over a period of three months. Conversely,
decreases in the cost of raw materials lead to & decrease in our working capital
requirements within the same a three-month period following the decrease in costs.

= Vertical Integrotion and o Focus on Righ-margin Compaosites and Specialties

Our vertically-integrated production mode! alfows us to leverage the in-house production
and consumption of lower-margin, less profitable, more price-volatile intermediates (i.e.
phthalic and maleic anhydrides] in the downstream production of higher-margin
Composites and Specialties. For example, phthalic and maleic anhydrides, which we
produce for captive use, represent approximately 40% of the total raw materials cost of
producing UPRs.

The vertical integration nature of our business together with our proprietary catalyst
technology used to produce our higher-margin products gives us significant operational
autonomy from the volatile and less profitable Intermediates market, while providing
increased visibility on market trends, a greater independence in timing price adjustments
and an ability to respond quickly to changes in customer demand and, therefore, has a
significant effect on our results of operations.

+ Product and Geographic Diversification

We produce and sell a wide range of specialty chemical products in multiple geographic
regions, which affects our results of operations. Within our product classes, we aoffer
thousands of product formulations, which comprise a broad and varied product portfolio
allowing us to meet the needs of customers in a wide array of end-markets. Composites
are taflored 1o specific applications more often than Intermediates, so the Composites-
heavy shift of our product offering, in addition to mitigating our exposure to the volatile
Intermediates market, allows us to meet the needs of more customers in a wide range of
end-markets from the transportation o construction to food and feed industries.
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Furthermore, we believe our geographic diversification creates multiple advantages.
Having facilities in close proximity to both our broad and diverse supplier and customer
bases enables us to meet client needs on a timely basis while minimizing logistics cost of
transporting our rew materfals as well as our finished products. Our geographic
diversification also acts as 2 natural hedge against lacalized economic downturns and
allows us to maximize operating leverage and boost margins by increasing output volume
in regions of increasing demand.

6. Sty

e Exchonge Rote Fluctuctions

We operate internationally and, as a result, are exposed to various currency frisks and
exposures. Although our reporting currency is the Euro, a significant portion of our
revenue is denominated in currencies other than the Euro, predominantly the U.S. daliar.
For the vear ended Decerber 31%%, 2018, roughly 40% of our revenue was Furo-
denominated, approximately a third was U.S. dollar-denaminated or U.S. dollar-linked
with the remainder denominated in other currencies. The primary effects of exchange
rates on our results of operations may be described in terms of translation and
transaction exposure.

& Translgtion Risk

Translation risk is the risk that the value of our revenue, costs, assets and Habilities
reported in Euro an our consolidated income statement and balance sheet wilt fluctuate
due to changes in foreign exchange rates. For instance, strengthening of the Euro against
the L1.5. dollar will result in a decrease In our net sales and costs denominated in U.S.
dollars but reported in Furo. As many of our subsidiaries operate in markets that use
currencies other than the Euro, these effects may be significant. Translation fram each
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company’s reporting currency into Euro does not expose us to any cash flow risk and thus
this exposure is not hedged.

e Transaction Risk

As a result of our global customer and operations base, our Group companies occasionally
enter into contracts expressed in currencies different from their operating currencies.
Because these contracts are often settled and/or executed over a certain period of time,
we are exposed to the risk that the relative exchange rate will fluctuate unfavorably
between execution and full performance of the contracts. Although we engage in some
currency hedging to mitigate the effects of currency transaction risk, the strength of our
geographic diversification generally allows us to make use of natural hedges within our
foreign currency denominated operations, including through matching the currency of
our sales to the currency of the purchases of raw materials and other production costs.
The revaluation of assets and Habilities denominasted in currencies other than the
functional currencies of our Group companies results in either financial incame or
financial expense on our income statement for the relevant period. For the year ended
December 31%, 2018, the Group had financial income from exchange rate gains of EUR
13.4 million and financial expense on exchange rate losses of FUR 6.0 million {mainky
related to the exchange rate effect on outstanding ioans denaminated in USE for some of
the subsidiaries).

# Environmental and Other Regulaiory Complionce

Our results of operations are affected by the various country health, safety and
environmental {"H5E”} regulations and the Group’s HSE policies. We have incurred, and
expect o continue to incur, on-going capital expenditures to ensure compliance with
current and future HSE laws and regulations.

Carbon dioxide and other greenhouse gas [“GHG”) emissions are by-products of our
production processes, and as a result we are regulated by the EU Emissions Trading
System in the EU and the Environmental Protection Agancy in the United States. National
or regional legislation and regulations may impose additional restrictions on us in the
future in relation to our carbon dioxide and other GHG emissions, which could lead to
increased costs or capital expenditures or require additional operational changes at our
production facilities.

The main regulations relating to safety of substances and chemicals affecting our industry
are REACH in the European Union, which imposes significant obligations on the chemicals
industry as a whole with respect to the testing, evaluation, assessment and registration of
basic chemicals and semi-specialty chemical products, and the Toxic Control Substance
Control Act in the United States. Complying with these obligations is expensive and time
consuming and leads to increased production costs and reduced operating margins for
chemical products.

in addition, from time to time, we incur remediation costs at our current facilities and
decommissioning costs associated with closing production facitities. As of December 31,
2018 we had made provisions of EUR 19.5 million for anticipated ecological remediation
costs that may be necessary at certain facilities. Given the nature of our chemical
operations, should historical or future environmental conditions be discovered, the
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company many incur significant future remediation costs including fines and potential
damages.

v Assel Utilization

Cur ability to utilize our assets by operating at full, or close to full, capacity to achieve
maximum production volumes materially affects our results of operations. Moreover,
certain of our facilities have minimum capacities below which they cannot be properly
operated. Qur utilization rate is influenced by factors such as industry consolidation,
regulation, product substitution, unplanned downtime for our and our competitors’
facilities, industry cycles and customer demand.

We aim to operate our facilities at full capacity, while maintaining a balance hetween
optimizing volume output and the pricing of the corresponding chemical products
produced at the relevant facilities. We regularly review and analyze utilization rates and
product mix across our pertfolio with the aim to optimize utilization rates depending on
demand.

We attempt to minimize the need for facility downtime and maximize the useful Iffe of
our production facilities by undertaking regular maintenance closures to perform
necessary inspections and testing to comply with industry regulations and to permit us to
carry out any necessary maintenance activities. We aim to schedule these dosures during
seasonal pericds of reduced demand and in coordination with our raw material suppliers’
planned shutdowns. For example, we schedule maintenance closures of most of our
European production facilities during August and December of each year to correspond
with generally reduced demand during those periods. When possible, we seek to limit the
effect of scheduled outages on our results by increasing inventory ahead of planned
turnarounds and by coordinating with our customers to manage expectations in terms of
product availability and logistical changes such as changes in the location from which we
will ship our chemical products. Typically, before a major shutdown, we elther sell lass of
our chemical products or enter into swap contracts with other chemical producers and
inform customers we are doing so in order to increase our stored inventory in an effart ta
ensure we have adequate chemical products available. This allows us to continue o
supply our customers with minimal disruption.

e Efficient Cost Manogement

Our ability to manage and control costs has a significant effect on our results of
operations. We have historically been able to react to adverse econemic conditions and
other events that have the effect of reducing the demand for our products by reducing
our underlying cost base, implementing efficient corporate and management structures
and maximizing the utilization of our assets by shifting preduction. We remain
competitive with our low fixed-cost base: for the year ended December 31%, 2018, fixed
costs represented 15.8% of our total costs {17.8% in 2017). in addition, our vertically-
integrated production model has the effect of reducing costs, particularly transportation
and raw material costs. Further the Group’s increased scale and operational synergies will
drive to further operational optimizations including increased abillty to organize
production in response to peak demand, exploit economies of scale, reduce overhead,
consolidate headquarters operations and integrate anhydride production across facilities,
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We regularly monitor our production and distribution processes in an effort to identify
profitable streamlining effarts that can optimize efficiency and reduce unnecessary costs,
We Intend to continue to make such streamlining capital expenditures seeking to increase
production capacity, achieve process improvements, improve our efficiency aned margins
and reduce production and other costs,

& Seasonality

We experience some seasonal fluctuations in the demand for certain of our products, Far
example, in the nporthern hemisphere the summer paint and construction season drives
increased mid-year coating sales that typically decline during the colder winter months.
As a result, our working capital reflects similar trends with increased working capital
requirements in the beginning half of the vear, and a decrease in the second half of the
year. While certain of our products, such as resins and coatings, are subject to seasonal
demand due to the fact that they are used in market segments that have higher demand
during spring and summer (e.g., paints for home maintenance and marine coatings), we
believe our overall results are relatively stable as & result of the diversity of our product
offerings and our geographic diversification.

= AManagement of Trade Recefvables and Bad Debis

Our level of trade receivables and the likelihood of collecting those receivables has a
significant effect on our results of operations and cash flows. We actively manage our
trade receivables through internal credit procedures whereby we analyze new customers’
credit standing before any credit facilities are granted, including third-party appraisals,
when available. Credit facilities with customers are checked annually and customers that
do not meet our credit criteria may only make purchases against advance or guarantesd
payment. These procedures have enabled us to limit our bad debts, even in perfods of
economic slowdown when it traditionally becomes more difficull to secure payment from
customers, We also sell certain trade recaivables pursuant to recourse and non-recourse
factoring facilities.

= Segment Analysis

We manage our business on a regional basis: Europe, Asiz and the Americas, with the
region determined by the location of the company recognizing the relevant sale.

Qur intra-Group sales primatily include sales of Intermediates from certain Graup
companies to other Group companies that use those Intermediates in the production of
Composites and Specialties and sales of UPRs between Group companies for the
praduction of compounds and gelcoat, Intra-Group transactions are conducted on an
arm’s-length basis and are eliminated in the consolidated results presented herein.

Results of operations

Specialty Chemicals International B.V. acquired control of the Polynt and Reichhold Group
in May 2017. Consequently, previous consclidated financial statements for the year
ending December 31%, 2017 have been prepared in accordance with 1FRS as endorsed by
the Eurapean Union {“EU - iFRS”) and include the balance sheet and income statement of
each company belonging to Polynt and Reichhold Groug, starting from May 31°, 2017.
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To enable a comparison of the Group's 2018 results in this Director's Report, the income

statemnent for prior year was prepared on the following basis:

- the economic data for the current year (12 manths} has been reclassified to comply
with the management classification and indicators adopted for management
accounts, EBITDA and EBIT are group indicators which are not provided for by the £
- IFRS but are based on EU - IFRS values;

- the combined unaudited management accounts of Polynt and Reichhold for the
twelve months ended December 315, 2017 were aggregated based on management
unaudited accounts and reports prepared with different consolidation sreas {some
companies have been sald and/or liquidated) and different income statement
classifications. Therefore, some re-classifications were made in particular for
Reichhold’s numbers to reflect the standard reporting of the new Group.

The adoption of the new accounting standards (IFRS 9 and IFRS 15}, and the possibie
impacts are disclosed in the notes to the Consolidated Financial Statements,

The following table summarizes our financial performance for the periods indicated:

2048 CabaT (. varw

{Eum thousand} Lol o

Sales (ton) : LOPR308 | L138801 0 {asm)
Revenue S 2,097,070 | 2,113,206 Cloany
Varmblecoste {(L,356,075) | - (1B3g70R)r gy
Fixed costs (326,089) fi'*?() B2 iz
EBITDA 214,936 2@6&,&2‘1 ' SA%
FB{TQAB/ Lo 10.2% 97% s
Daprama’cxﬁr‘ & Amurtrzatwn (24,050 | o {57.501) E e
EBIT: . 140,886 | uedze . [aew).
Ncm"recurrmg'éxpehéés' ' (247400 | R0 GE )
Nﬁtfmanc;a%expen&a& {53,414} TR A%
Taxes” . (27,973 B210V ST 207%
Net mmmel{icss} 34,759 34,367 1A%

") Combined unaudited management accounts of Polynt and Reichhold caloulated Y70 December 2017 amounts

& Soles and Revenue

Sales and Revenue by geographical segment are detailed as follows:
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2018 2017 (%) Var % .

{rons) I T

Europe = s St e 528,366 | 0 5aT7AL | frw)
Amgricas e 418,926 CAGLEZS s )
Asial i it 130,017 LE37,9340 AN
Sales . Umiiooies e 1,077,308 116500 (R E)
{Euro thousand) e

Furope = e 977,455 | . .958437 o apw
Americas. = ci s D L S 879,623 | O0RE0L. o [3.2%)
Asla e i el 239992 | 46173 0 gasw)
Revenug = ool S 2,087,070 2113206 - 16.8%}

{"} Combined unaudited management accourts of Folynt and Relchhold saloulated YT December 2017 amounts

Revenue decreased by 0.8% to FUR 2,097 million in 2018 from EUR 2,113 million in 2017
while sales volume decreased by 3.5%.

Sales volumes in Europe decreased from 2018 ve. 2017 due to the lune, 2017 divestment
of the Etain, France manufacturing facility. Exciuding the Etain divestment sales volumes
for 3rd parties increased by 2% in 2018 vs 2017, Most of the volume gains occurred in the
first half of the vear and were attrihutable to the strong growth of the Furopean econamy.
The second half showed 2 substantial slowdown due to the automotive industry crisis
and increased competition from Far East triggered by the US antidumping duties on
Chinese products.

In the Americas, sales volumes were down 5.1% mainly from the difficult economic
conditions in Brazil and the loss of some low margin businass In the US from competitive
pressure, The Americas’ revenue was lower by 3.2% from the lower volumes and
unfavorable foreign exchange effect partially offset by higher average selling prices from
price increases and favorahle sales mix.

In Asia sales and revenue were below 2017 mainly due to: 2} the accident occurred at the
trimellitic anhydride plant (TMA plant) in China that affected site production from
February to August; b) the August 2018 closing of the production plant in Dubai ¢} the
delayed ramp up of the preduction in the new plant in Maiaysta.

® Variable costs

Variable costs include the cost of purchasing raw materials, consumables and supplies,
geods for resale, energy costs, selling expenses and the reiated changes in inventories.
The EUR 17.4 million increase results from the net increase in the unit cost of raw
materials and utilities.

s Fixed cosis

Fixed costs include personnel expenses, maintenance, consulting costs and general
operating expenses.

Fixed costs decreased by 12.0% thanks to synergies and saving.
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e EBITDA

EBITDA is a non EU - IFRS measure. EBITDA is computad by adjusting the EU - IFRS Gross
operating profit for non-operating, non-recurring and other one-off items.

In evaluating EBITDA, please note that EBITDA is subject to certain Hmitations. EBITDA is
not a measurement of performance under EU - IFRS or any other generally accepted
accounting standards and you should not consider EBITDA as an alternative to (a)
operating profit or profit {as determined in accordance with EU - IFRS or any other
generally accepted accounting principles) as a measure of our operating performance, (b)
cash flows from operating, investing and financing activities as a measure of our ability to
meet cur cash needs or {c} any other measures of performance under EU - IFRS or any
other generally accepted accounting principles.

EBITDA for 2018 was EUR 214.9 million in 2018, up FUR 10.9 million from CUR 204.0
million in 2017 (+ 5.4%). All regions realized a year over vear EBITDA improvement.

In Europe, EBITDA improved year over year as the favorable first half sales volume from
the recovering Eurcpean economy and overall strict cost contral offset lower second half
volumas from far east competitive pressure and auto industry downturn. EBITDA was
significantly higher {+7%) when excluding the impact of the Etain, France marusfacturing
piant divestment.

Americas’ annual EBITDA was higher year over year due 1o lower fixed costs as a result of
synergy realization and cost control but partially offset by a net unfavorable foreign
exchange effect.

in Asia EBITDA in 2018 was much higher than 2017. Results improved thanks to increased
marging and reduction of fixed costs mainly for the closing of Dubal production plant and
the relocation to Tianjin of the Beijing laboratory.

We provide below the reconciliation of EBITDA fo EU - IFRS Gross operating profit;

{Eure thousand) s
Grossoperatingprofie-JkRs: . 0 o0 T T 190,156
Men returring costs - o e & 24,740
- Censulting fees 5082
- Qthers non-recurring costs 19658
EBITDA S Sl o e A+B 214,936

*  Non-recurring expense

The Group incurred EUR 24.7 million in non-recurring costs during the vear ended
December 2018, compared with EUR 33.1 million in 2017. The non-recurring costs are
mainly related to restructuring costs arising from plant clasures in Dubai, Canada, USA
and Australia.

&= Net Financing Costs

Net financing costs were EUR 53.4 million in 2018 compared to EUR 70.5 million in 2017,
The EUR 17.1 million decrease in net financing costs reflects mainly the favorable net
foreign exchange effects,
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#  TOXES
Income taxes expense increased from CUR 8.2 million In 2017 to EUR 28 million in 2018,

Liguidity and Capital Resources

e Overview

The main sources of liquidity available to the Group on an ongsaing basis are as follows:
the pperating cash flow;
the ability to borrow under banking (for the most part unsecured) and factoring
bilateral facilities, made available to some entities of the Group in certain
jurisdictions, mainly in Europe [with special regard to itakh

- drawings under a FUR 60.0 million super senior secured multi-currency revalving
credit facility {the “Revolving Credit Facility” or "RCF”) availahle to each of the issuyers
undar the Senior Secured Notes and Loans;
the ability to draw under a USD 58.6 million committed ABL facility (the “US ABL”)
available to Polynt Composites USA Inc. and Polynt Composites Canada Ine. and
secured by trade receivables and inventories.

The Group's ability to generate cash depends on its operating performarnce which in turn
depends on general economic, financial, competitive, legislative, regulatory and other
factors, many of which are beyond the Group’s control,

Bilateral facilities are available as short and medium term loans, recaivables financing and
factoring facilities (both “with” and “without recourse”), letters of credit and overdrafts,
extended by both international and local banks with which the Group has longstanding
relationships and are used mainly to manage local intra-month or seasonal working
capital swings. Bilatera! facilities are complemented by a notional cash pool available to
certain entities, which enhances the ability of the Group to have each Subsidiary meet its
financial requirernent. As of December 31%, 2018 the availability under bilateral facilities
was around 80% of their aggregate amount.

The outstanding borrowings under the RCF as of December 315, 2018 were equal to EUR
31.8 million {EUR 28 million as of December 31%, 2017}.

The cutstanding borrowings under the US ABL as of December 315, 2018 were nil.

Based on the current level of operations as reflected in the results of operations for the
twelve months ended December 31%, 2018 the cash flow from operating activities, cash
on hand, the availability of borrowings under bilateral facilities, RCF and US ABL will be
sufficient to fund operations, capital expenditures and debt service for the next twelve
months.

The ability of subsidiaries to pay dividends and make other payments to their parent
companies may be restricted by, among other things, legal prohibitions on such payments
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or otherwise distributing funds to the Holding Companies, including for the purpose of
servicing debt.

* Excess cash flow

The computation far the year ended December 31 2018 of Excess Cash Flow in
accordance with Section 4.10(2) of the Indenture and Article 7{a}(2) of Schedule 12 to the
Facility Agreement (refer to page 20 “Description of material contractual arrangements,
including certain financing arrangements”) and of Consolidated EBITDA in accordance
with the definition of Consolidated Net Income and Consolidated EBITDA for the purpose
of calculating the Excaess Cash Flow, is detailed as follows:

{Euro thousand} ikt
Net income {for EGEY B e e e 258
Net [plerest axpenses !lnciudad Lassmg’{Gamn) e 10! ﬂuctuatsom in Lurrem,y values} ‘ 50,488
Indometaxes . o e T S 17,873
Depree::a’csor_s/amdrtﬁ‘zéti{m-'- . T : ' 74,050

‘Mereashcharges
‘Noncashitems
Transactioncoste ' 0004 S G
CGNSDUE}ATED EBETBA fm' EXE:&SS eash ﬂaw

166,272
Ne%workmge:ap;taﬁ decreaseifmcrease} o 7435
Capital expenditire : . - { 39,828)
Ccnso!zdatﬁddebtsewme ... { 55,287
Taxes patd oo e B s {21,235}
Pendmg"faxamouﬁf" a .. .. e {8,518)
EXCESSCASHELOW. 0 o n o w i s iein s T SRR $2,073

s Cash Flows
The following table presents our statement of cash flows for the periods indicated.

SEurg thousand) s g
Cashflow framioperaingBduutes i i i 114,918 50,285
Cashflowframmisitng Sinvtes 0 o e {42,391) {375,301}
Cash-flow usedin Hnancing activitles 7l i e L {6,433} 400,625
Effectsof movemenstin sichdnge rates on eashibeld il {1,052) 8,224
Net change In cash and cash squivalents e e Y 85,042 92,534
Opening'cash’and cash equivalents 0y s a7 534 -
Closing cashand cash eguivalents o0 L R v 157,576 2,534

* Net Financial Indebtedness
The following table shows the composition of Consolidated net financial indabtedness for
the period indicated.
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{Eura thousand) 3i-Dee-18 3i-Dgg-17
Cash and cash eqiivalents e R 157,576 92,534
Cther financial assefs 70 I R SR . 7.584 7,435
Secured Noted'and Loang =0 i i e T - { 550,533 { 537,232
Borrowings undar Révolving Credit Facilities 00 o om0 { 31,874) {28,007}
Others findncial loans and intefast agcelal 0 i i [ 50,677} {56,744)
Financlal expenses apltalized () oo B0 e i B 20,062 23,220
Tordl net financial fndebtednass SR e : { 447,861 [ 508,504}

“Net financia!l indebtedness” is the amount of long-term financial indebtedness, plus
short-term financial indebtedness, less current financial assets, cash and cash equivalents.
We present net financial indebtedness in this MD&A hecause we understand that certain
investors believe that netting cash against debt provides a clearer picture of the financial
tiability exposure pf the Group and other companies may present net financial
indebtedness differently. Met financial indebtedness is not a measure of fnancial
performance undar EU - iFRS and should not be considered as an alternative to any other
measures of performance derived in accordance with EU - [FRS.

e Net Working Copital
The following table summarizes our net working capital as of December 31% 2018;

{Euro thousand) 3l-Dec-ig AE-Den-17
Tradeieteivables il e e BT 302,671 314,706
liventores: Lo e en e e TR gy 245 A28 224,344
Curventtanatspe i e i 10,600 16,794
Othernlirahtasiats s o 25,068 25,542
Lurkeitastets: '_ 587,768 581,886
Fradepavabios 0 0 217,182 212,554
Carfentiay inbities 0 $,830 1,847
Emiplovedbenefus i n e Dy 25,916 27,596
‘Oehercirien Babilies: 0 00 0 R Peiaas 12,024 13,872
Lurrent portien o pravisiony 7 : o i e 16,180 16,948
Tatalaurrent abilitied 0 0 s SRR ] 2BR,0682 278 597
MEVWORMING CAPITAL -0 00 s e R il 299 706 H03,289

We define working capital as the difference between current assets and current liabilities
adjusted by approepriate balance sheet items {cash and short-term Ioans}. Changes in raw
material prices have a direct effect on our working capital levels, in general, increases in
the cost of raw materials lead to an increase in our working capital reguirements, as our
inventories and trade receivables increase as a result of raw materials prices and related
higher sales levels, partially offset by an increasa in trade payables.

Our working capital levels vary as a result of several other factors as well, including the
etfect of selling prices, production stoppages and maintenance works, changes in
payment terms in the case of key suppliers, foreign exchange rates, our decisions to hold
inventories, the operating level of our business, seasonality and cyclicality of the
industries that we supply.
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Historically, we have financed our working capital requirements out of available cash
balances, cash earnings, active working capital management and the sale of certain
receivables pursuant to recourse and non-recourse factoring agreements,

« Copftal Expenditures
The following table summarizes capital expenditures for the periods indicated.

o SERBIOUSEND, e e L
Larid and boidings & s S S e 1730 3875
Plant aod machidary © 0 e e : L by 15510
letusirial and wmmurcialequn ment L S iz 939
Other assabei i ST 2,658 1054
Assats imndarconstroction and pa\,fmenfsanaamunt = S 14,815 13,703
Imvestments inproperty, plant and: uqmpment Shmimmnae o AL, B85 23083
Iravestimants i oiher mtanmnteasaet& Shrb e e R e R 3,447 2,132
Tatal caplial expenditard e iy S R A5, 525 24,304

Capital expenditures are primarily related to projects fo expand and sustain our
manufacturing operations and facilities, improve our cost base, expand our production
capacity and develop and manufacture new catalysts and products. We finance our
maintenance and expansion capital expenditures primarily from cash fows from
operations and, in certain cases, with bank loans and financial lease contracts. We expect
that future capital expenditures may increase slightly in the future in order to expand
capacity and support our organic growth.

The 2018 expenditures mainly refer to:

- i kurope major capital expenditures included EUR 2.1 million to upgrade the maleic
anhydride plant at Polynt 5.p.A's Ravenna site (italy), EUR 1.7 million to upgrade the
trimellitic anhydride plant at Polynt S.p.A’s Scanzerosciate site (Italy), EUR 6.7 million
to upprade the Turbogas plant at Polynt $.p.A.’s Ravenna site {italy), EUR 0.8 million
for the catalyst replacements for the phthalic anhydride plant at Polynt S.p.A’s San
Glevanni Valdarno sites {italy), EUR 0.5 million to upgrade the mafic and fumaric acid
plant at Polynt $.p.A.'s Scanzorosciate site (ltaly) and EUR 0.2 million to upgrade the
special plasticizers plant at Polynt S.p.As San Giovanni Valdarmo site (ltaly);

- Americas major capital expenditures included EUR 7.0 million mainly for Polynt
Composites USA's Houston site capabilities updated to support preduct reallocations
related to the Reichhold USA’s Houston closure and other site product realiocation
actions and Polynt Composites USA’s Carpentersville site upgrade to support
tustomer’s strategic requirements; EUR 2.5 million for Reichhold USA’s Azusa site
upgraded to handle UPR and gel coat production transferred from the Lynwood and
Port Moody closures; EUR 1.1 million for Reichhold Brazil's Mogi sites in upgraded
manufacturing capabilities to produce UPR and gelcoat production transferred fram
Taboao and Piracicaba and EUR 0.6 million for SAP implementation in Reichhold
Mexico to support future growth of the business and harmonize business pracesses;

- Asia major capital expenditures included EUR 3.2 million for 2 TMA new oxidation
column and new DCS system instalied in Polynt Changzhou (China); EUR 2.4 million
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for a new UPR plant in Polynt Composites Malaysia’s Johor site and EUR 0.3 million
for new Thermal Oxidizer in Reichhold India’s Pune site ;

the remainder of the Capital expenditures relate to small investments at the Group’s
ather sites.

Off-bialance Sheet Arrangemaents
On a consolidated basis, we have no material off-balance sheet arrangements.

Description of material contractual arrangements, including cevtain financing
arrangements

in connection with the May 17%, 2017 merger and refinancing, the Parent and other
Grouy’ affiliates entered inio the following agreements:

A Facllity Agreement (the “Agreement”} with various subsidiaries of the Group as
borrowers and guarantors and various financial institutions, all of which were

_unrelated to the Company, as lenders. The Agreement provided for the issyance of

Euro senior loans {the “EUR Loans”) totaling EUR 229.9 million and for the issuance of
UED senior Joans {the "USD lLoans”} totaling USD 199.2 million. EUR loans bear
interest at a rate equal to the 3-month EURIBOR floored to 0.50% plus a margin, with
interest reset and payable guarterly. USD loans bear interest at a rate equal to the 3-
month LIBOR floored to 1.00% plus a margin, with interest reset and payable
guarterly. Both EUR and USD loans mature on May 15%, 2024 with annual mandatory
prepayments equal to a portion of consolidated excess cash flow, as defined in the
Agreement, to occur beginning in 2019, Additionally, voluntary prepayments are
allowed,. All borrowings under the Agreement are guaranteed by several subsidiaries
of the Group incorporated in security jurisdictions and are secured by the equity and
certain assets of those subsidiaries, In October 2017 the Group elected to prepay a
portion of the loans by entering an ABL Facility in the USA (see below for mare details)
and applying the proceeds arising from the initial barrowings thereunder to the pro-
rata prepayment of an aggregate amount such that the Group's total remaining
outstanding loans under the Agreement as of December 31%, 2017 was USD 182.6
million and EUR 210 million. No prepayments occurred in 2018. The Agreement
contains customary affirmative and negative covenants. As of December 31 2018,
the Group was in compliance with all covenants of the Agreement.

An Indenture, with ltalian’ subsidiaries Polynt S.p.A. and Polimeri Speciali Holding
5.p.A. {"PSH"} as issuers and guarantors of Euro senior floating rate notes (the
“Notes”) and several subsidiaries of the Group as guarantors thereof. The Notes were
purchased by various financial institutions, all of which were unrelated to the
Company. Polynt S.p.A. issued Notes totaling EUR 139.1 million whereas PSH issued
Notes totaling EUR 57.2 million. The Motes bear interest at & rate equal to the 3-
month EURIBOR floored to 0.50% plus a margin, with interest reset and payable
quarterly and mature on May 15", 2024 with annual mandatory prepayments equal
to a portion of consolidated excess cash flow, as defined in the Indenture, to occur
beginning in 2019. Additionally, voluntary prepayments are allowed.. In October 2017
the Group elected to prepay a portion of the Notes by entering an ABL Facility in the
USA (see below for more details) and applying the proceeds arising from the initial
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horrowings thereunder to the pro-rata prepayment of an aggregate amount such
that the total remaining outstanding Notes as of December 31% 2017 was EUR 180.5
million. No additional prepayments occurred in 2018, Pursuant to the merger of PSH
fnto Polynt S.p.A. occurred in November the Notes originally issued by the former
were assumed by the latter. The Indenture provides for the same customary
affirmative and negative covenants as those provided under the Agreement. As of
December 31%, 2018, the Group was in compliance with all covenants of the
Indenture.

- A Super Senior Revolving Facility Agreement with two financial institutions
unrelated to the Company providing for a Revalving Credit Facility (the “RCF”) in the
amount of EUR 60 million, The RCF is a multicurrency facility available to various
subsidiaries of the Company both as loans and letters of credit. The Group's
outstanding borrowings as of December 31°, 2018 were exclusively denominated in
EUR, with outstanding borrowings being equal to 31.8 million EUR. Interest an the
RCF borrowings accrues at a rate equal to the relevant FURIBOR rate floored to 0.0%
plus a margin. The RCF terminates on May 17", 2023. All berrowings under the RCF
are guaranteed by most of the Group's subsidiaries and are secured by the equity
and certain assets of those subsidiaries. The RCF contains customary affirmative and
negative covenants. The RCF also contains a “springing financial covenant” requiring
the consolidated Group to maintain 2 net leverage ratio of super senior indebtedness
to EBITDA, as defined in the RCF agreement, of 0.75:1 or less. The springing financial
covenant is tested only when the aggregate amount of all cutstanding loans at the
end of the relevant quarter is equal or greater than 35% of the total amount of
commitments under the facility and any breach would act as a draw stop to new
borrowings only. As of December 31%, 2018, the Group was in compliance with the
covenants of the RCF.

On September 29%, 2017 some subsidiaries of the Parent incorporated in the USA and
Canada entered an ABL Facility {the “ABL") with some financial institutions unrelated to
the Company providing for a revolving facility in the amount of USD 58.6 million available
as loans and letters of credit to Polynt Composites USA, Inc. and, with a sublimit of USD
20 million, to Polynt Composites Canada, Inc. As of Dacember 31%, 2018 no ABL
borrowings were outstanding. The original borrowings under the facility were used to
redeem Notes and prepay Loans on a pro-rata basis, as permitted under the Agreement
and the Indenture. Interest on the ABL borrowings accrues at a rate equal to the relevant
base rate plus a margin. The ABL terminates on September 29" 3022, All borrowings
under the ABL are secured by pledges over trade receivables and inventory of the
borrowers thereunder. The ABL contains customary affirmative and negative covenants.
As of December 317, 2018, the parties thereto were in compliance with all covenants of
the ABL.

Factoring Facilities

Substantial factoring facilities are available to certain subsidiaries of the Parent. The main
facilities are available in {taly, France, Spain and Poland by various financial institutions
unrelated to the Parent. All factoring facilities available in Italy are “without recourse”
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whereas the facilities available in France and Spain are “with recourse”. Borrowings under
factaring facilities are incurred mainly to manage local intra-month or seasonal working
capital swings.

Other Bilateral Facilities

Bilateral facilitics available either as long or short term loans, receivables financing,
overdrafts or letters of credit are granted to many subsidiaries of the Py rent, with special
reference to Polynt S.p.A., by various financial institutions either with an international
footprint or local, with which the Group has a longstanding relationship. The mix of
facilities varies over time, is aimed at realizing the best possible assets and fahilities
maiching and alsc depends on the opportunities available from time to time on the
market.

Security and Guarantees

The obligations under the Agreement, the Indenture and the RCF are guaranteed by
several subsidiaries of the Group incorporated in security jurisdictions and are secured by
the equity and certain assets of those subsidiaries. The security package provided by each
guarantor is consistent with the agreed security principles as set forth by the financing
dacyments.

In accordance with the agreed security principles no member of the Group incorporated
outside of ialy, the United States of America, Canada, the United Kingdom, the
Netherlands, Norway, the Czech Republic and Germany except for the Reichhold Brazil
Companies, Reichhold Mexico, Reichhold Mauritius Limited and Reichhold Inc. has heen
required to provide guarantees or security.

Moreover, np member of the Group has been required to provide any security in respect
of any shares or other ownership interests held in any member of the Group incorporated
outside of a Security Jurisdiction.

Material affiliate transactions

Transactions with Specialty Chemicals international B.V. and between Group companies
are related party transactions.

For a description of related party transactions, see note 37 of the Consolidated financial
statements as of and for the year ended December 31, 2018 and December 31% 2017.

Subsequent events after the reporting period and recent
No significant events occurred after vear end closing.

Cutlook

Management expects its business to be overall stable in 2019 and results to slightly
improve compared to 2018.

Revenue are expected to be around EUR 2.2 billion, capital expenditure above 2018 and
employees slightly below 2018 levels, net of synergy activities.

Cuantitative and Qualitative Disclosure of Market Risks
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Commadity Price Risk

We are partly exposed to commodity price risk since we purchase raw materials,
especiaily crude ol derivatives, including, butane, arthoxylene, benzole, styrene and
pseudocumene. Commeodity price risk principally relates to mavements in the prices of
the raw materials we purchase to make our products. In particular, our raw material
prices depend on exchange rates and the price development of crude oil and virgin
naphtha.

The risk is managed and optimized by both the centralized procurement management
function and our policy of using different suppliers all over the world for each type of raw
material. We generally acquire raw materials and sell finished products at posted or
market-related prices, which are typically set on a guarterly, monthly or more frequent
basis in line with industry practice. We sesk to minimize reductions n our margins by
passing through raw material cost increases to our customers through higher prices for
our products. In addition, we manage the timing of our price increases to coincide as
closely as possible to increases in the prices of the underlying raw materials. In order to
better manage these fluctuations in raw material prices, we increasingly set our prices on
a monthly basis.

Credit Risk

Credit risk s the risk that a customer or counterparty to a financial instrument may
default. It mainly relates to our trade receivables and financial investments.

Our exposure to credi risk principslly depends on our customers’ individual
characteristics. The demographical variables of our customer base, including the sector
and country risk, do not have a significant impact on our credit risk.

We have a specific internal credit management procedure whereby each new customer’s
credit standing s analyzed before any credit facilities are granted. These analyses include
third party appraisals, when available. Cradit facilities are agreed for each customer and
they may only be exceeded after the approval of the relevant internal levels depending
on the customers’ exposure, The credit facilities are checked annually and customers that
do not meet our credit standing criterla may only make purchases against advance or
guarantead payment,

Bad debts are infrequent. Credit risk monitoring procedures are based on grouping
customers by credit characteristics, gecgraphical location, sector, aging, due date and the
existence of previous financial difficuities. Our trade and other receivables are generally
from industrial production companies.

We have an allowance for impairment, which reflects estimated losses on trade and other
loans and receivables and non-current financial assets. It mainly comprises individual
impairment losses on significant exposures and collective impairment losses on groups of
similar assets on which losses of unknown amounts have already been incurred.

Credit Risk Exposure

The carrying amount of financial assets is our maximum exposure to credit risk. Based an
previous experience, we have impaired significant trade receivables on an individual Lasis,
when there were indications of objective partial or total non-coliection risks, The amount
of the impairment losses considers the estimated recoverable flows. 4 general allowance
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is set up for receivables not impaired individually or provided for specHically based on
losses incurred in the past five years.

interest Rate Risk

Wa rasort to external borrowings and invest available liquidity in money and financial
market instruments. Fiuctuations in market interest rates affect borrowing costs and
returns on the various types of loans and investments, having, therefore, an effect on the
amount of our net financial expense, as most of our foans and borrowings bear floating
interest rates.

Currency Risk

Our exposure to currency risk relates to sales, purchases, current accounts and loans
expressed in currencies other than our functional currency {Eura).

In the case of monetary asseis and Habilities in forelgn currency, we manage our net
axposure by purchasing or selling, as the case may be, foreign currency at a spot rate in
order to settle the short-term imbalances, When Group companies incur costs in
currencies other than those in which they earn revenue, fluctuations in exchange rates
may affect their operating profits. We estimatle that an increase or decrease of 1% in U5,
dollar currency exposure would affect the profit and loss and equity by approximately
EUR 1 miilion,

To cover the commercial netting (receivables minus pavables) we use forward sales to
hedge against currency fluctuations {mainly on USD]. Despite having been entered into
for hedging purposes, these forwards do not meet all conditions required by IFRS 9.
Accordingly, the fair value gain has been recognized in the income statement under
financial income,

Liguidity Risk

Liguidity risk Is the risk that we may encounter difficulties in meeting our obligations
associated with financial liabilities. Our policy is to ensure that we always have funds
available, as far as possible, to meet cur obligations when they fall due in both normal
and difficult financial conditions, without incurring excessive costs or risk damaging our
reputation.

Our treasury units manage liguidity risk on a centralized basis. Maintenance of liquidity
halance is systematically ensured on a daily basis. Our ability to meet our obligations on a
timely and cost-effective basis is ensured through careful checks of our net financial
position, using IT systems that monitor liquidity requirements on an ongoing basis,

We have implemented policies and processes aimed at aptimizing resource management,
reducing Hguidity risks and, specifically: (i) maintaining a suitable level of available
liquidity; (i) diversifying the systems used to obtain financial resources; {iii) being
continuously and actively present on the capital markets; {iv) obtaining adequate cradit
facilities; and (v) monitoring forecast financial conditions in relation to business plans.
Our managers believe that the currently-available funds and credit facilities, as well as the
cash flows that will be generated by operating and financing activities, will enable us to
meet our requirements arising from our investing activities, working capital management
and repayment of payables at their natural expiry date.
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Environmental and personnel-related information

As a member of the chemical industry, the Group faces significant exposure from aciual
and potential claims and lawsuits involving envirenmental, product liability and health
and safety matters, some of which involve substantial amounts. The effect of the final
resolution of environmental matters and the Group’s obligations for environmental
remediation and compliance could change significantly due 1o the uncertainty concerning
both the amount and timing of future expenditures and due to regulatory or
technological changes. Although the Group believes that its provisions are adequate,
thera can be no assurance that the amount of capital expenditures and other expenses,
which will be required relating to remedial actions and compliance with applicable
environmental laws, will not exceed the amounts reflected in its provisions or will pot
have a material adverse effect on the Group’s financial position, results of aperations or
fiquidity.

Personnel and organization
As of December 31%, 2018, the Group had a total of 3,259 employees (3,349 as of
December 31%, 2017},

In Europe the previous trend of lo w employee
turnover continued as = result of the HR feam's
policy of developing its employees. The few open
positions  driven  meinly  through  voluntary
retirement were filled by quality employees based
on an internal or external recruitment process to
identify and select the best candidates to preserve
or develop the skills the company reguires to
remain campetitive and successful today and in the
future.

The Human Resource function was strengthened during the year with a focus on
centralizing and standardizing the human resource activities and processes. Resources
and energies were allocated in order to ensure the transfer of skills and experience useful
to ensure the compliance with the regulations on the protection of the snvironment and
safety in the workplace, as well as to educate the staff, at all professional and hierarchical
levels, to the importance of prevention and a constant vigilant approach to potential
workplace dangers.

Finailly, continuous training activities were carried out aimed at developing and
censolidating technical, linguistic and managerial skills, through individual and group
training courses adepted to the needs of the organization and implemented with the
cantribution of industrial association funds, to which the Group com panies are a member.

America’s HR teams continued te provide suppert for the plant rationalization in the us,
Canada and Brazil. Personnel censuses were completed and confirmed for the Americas
region.

Regional HR teams achieved consistent and steady recruiting efforts despite facing
challenges in the U.S. to attract R&D, EHS, and operations talent due ta a very
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competitive job markets. Turnover continues at levels higher than normal, reflecting low
unemployment and competitors attracting experienced workers with higher wages.
Employes relations issues throughout organization has experienced an increase due to
increased work demands and challenges.

Policies, payroll practices, and benefits are aligned ensuring consistent employment
practices. Union contract alignment work continues i an effort to harmonize for
consistency,

Asia’s HR team supported and facilitated the achieverment of Group targets with no
impact on regular business activities.

The team also supported recruiting for the new Malaysia plant, synergy projects support
including plant closures and headcount reductions, and aligned company policies to
achieve consistent employment practices, policies and procedures.

The Asian employment benefit programs were also standardized, driving lower company
and emplovee gosts. Training programs, such as mandatory occupational skills training,
ware harmonized and conducted.

The Management Board composition

The Company's board of directors consists of twe male executive directors and one
fernale executive director, The company is aware of the Dutch corporate legislation
regarding gender diversity and fully recognizes the henefits of diversity in its broader
sense, including gender diversity. The Company belleves that the composition of its Board
has resulted in a broad diversity of experience, expertise and backaround, and that the
backgrounds and qualifications of the board members, considered as a group, provide a
significant mix of experience, knowledge, ahilities and independence. The company meets
the requirements in the legislation.

Research and development information

The research and development far the Group is fully integrated into its business model

with Research and Development Laboratories for product line as well as a Process

Development Laboratories which deal with the improvement and development of the

chemical processes used in production.

R&D activities have focused on the following areas:

- development and improvement of the product range and iis performance to increase
profitability. This activity is often carried out together with customers and the
Technical Assistance and Marketing departments;

- development and improvement of production processes to decrease their
environmental and economic impact. This activity is often carried out together with
the Operations and Engineering departments;

- exploration of new products and technologies, in line with the Group’s strategy and
integrated business medel.

The Group's research and development activities are always based on principles of
sustainable development and the research for solutions that decrease the environmental
impact of its products and processes. In this context, ways to achieve lower ensrgy
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consumption and reduced production waste are researched. The aim is to introduce
products with a belter eco-toxicological profile, the more effective use of raw materials
and the introduction, where possible, of renewable raw materials.

Europe

Europe’s RED team focused on a significant number of project during 2018 to support the
business through the development of new technelogy, improving process and production
efficiency, improving products to solve our custamer’s needs and qualifying, enhancing or
finding alternatives {i.e. mechanical properties, environmentaliy friendly etc)) for raw
materials, R&D activities can be summarized as follows:

@ Developing next generation technology for fluidized and fixed bed catalysts
including working with leading universities specializing in catalysts.

e Production and process improvements in esters, catalysts, plasticizers, SMC, BMC
and other Composite, Gel coat and coating resins.

e New product development and customer focused solutions for the markets we
serve: automotive, transportation, construction, wind energy, marine; food and
flavor (Le. high performance bonding paste for wind energy, natural and synthetic
materials for the food, flavor industry}.

e Testing, study and Introduction of alternative raw materials to Improve cost /
performance ratios, enhance mechanical properties, deliver environmentally
friendly alternatives (L.e. low VOC, styrene free systems),

Americas

The Americas RED team is dedicated to servicing existing and new customers in the

Americas region with the latest in technology by leveraging the knowledge and expertise

of the Group worldwide. We participate and, in some cases, lead Global Technology

Teams to deliver our clients the best in class products, service, and processes. Through

global collaboration the Americas R&D Team has been selected to lead a portion of the

initiatives in future technologies to heip support our customers and drive future growth

for the Americas and the Group. Resources are dedicated to new chemistrias for Gel Coat,

UPR, and Coatings resins to provide our customers with products that fast longer, are

easier to work with and are more environmentally friendly to help them drive future

growth. The Americas R&D team has established Polynt as a leading playver in the

development of thermaosets for additive manufacturing of large parts.

2018 initiatives include:

» working with comimercial and technical support teams and customers te provide
client focused solutions;

¢ working with operations to transfer production of products to alternate
manufacturing sites to enable plant rationalization and optimize production
efficiency while maintaining product quality;

*  working with purchasing department to rationalize and approve key raw materials
suppliers to increase raw raterial savings.
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Asta

Asian R&D team carried out effective activity focused on the synergic working among
Asfan sites, ensuring information flow to the R&D teams of the other regions. lLocal
projects have been identified and assigned to the suitable teams for their implementation
and accomplishment. Rationalization of existing products and technology has been
implemented. Strict cooperation has been established with purchasing function, to
rationalize and approve key raw materials. Regiona! support has been implemented to
the global customers.

Working with commercial and technical service to support, advise and provide solutions
to the customers,

information regarding social aspects of operating business

The Group is commitied to be the preferred and responsible supplier of both

conventional and specialty products to an increasingly diverse group of global customers.

To serve these global customers, the Group has expandad Into rapidly growing markets,

The Group is dedicated to providing custamars with the most innovative, highest quality

value-added products and services possible. This is achieved by offering the broadest

global manufacturing presence, With technical and research facilities located around the
world, innovation is combined with manufacturing facilities and a sales and distribution
netwaork that is far reaching.

The Group's treatment of customers, suppliers and employees highlights the group’s

belief in these simple values:

- Dperate Fthically and legaliy:

Ensuring that a company and its representatives operate In a legal and ethical fashion
should be a given value, but we choose to highlight the importance of both in an era
when some companies try to draw sharp distinctions between what is legal and what
is ethical,

The Group does not tolerate unethical or illegal conduct by its employees. We put
ethics ahead of short-term financial gains, which we believe will create loyatty when
customers are treated fairly and equitahly.

- Create Value for Our Customers:

The Group achieves success only when our customers sucoeed. We strive to create
value for customers through innovative products, unmatched customer service and
value-added services which all combine to give our customers the tools they need for
success in the markets they serve.

Rotterdam April 29, 2019

F

7 A

On behalf of the Board of Directors ﬁ
/

&
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Consolidated Statement of Financial Position as of 31
December 2018

{Befora profit appropriation)
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The notes on pages 33 to 92 form an integral part of these consolidated financial statements.

The Graup has initlally applied IFRS 15 and IFRS 2 at 1 January 2018, Under the transition methods
chosen, comparative information has not been restated except for certain hedging requirements
and separately presenting impairment losses an trade receivables and contract assets,
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Consolidated Statement of Profit or Loss and Other
Comprehensive Income for the year ended 31 December
2018
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The 2017 Statement of Profit or Loss and Other Comprehensive income is not comparable with
the 2018 column as the previous year covers only 7 months.

The nates on pages 39 to 92 form an integral part of these consolidated financial statements.

The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under the transition methpds
chosen, comparative information has not been restated except for certain hedging requirements
and separately presenting impairment losses on trade receivables and contract assets.

e
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Consolidated Statement of cash flows for the year ended

31 December 2018
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The notes on pages 39 to 92 form an integral part of these consalidated financial statements,
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Consolidated Statement of changes in equity
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The notes on pages 3% 10 92 form an integral part of these consolidated financiai statements.
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Notes to the Consolidated Financial Statements as of and
for the year ended 31 December 2018

1. Reporting entity

Specialty Chemicals International B.V. {hereafter “Parent” or the “Company”) is a
company registered {under kvk number 65782607) in Amsterdany, the Netherlands. These
consolidated financial statements comprise the Company and its subsidiaries (collectively
the ‘Group’ and individuaily ‘Group companies’). The Group is active in the production
and sale of organic anhydrides, composite, coatings and their derivatives.

The Parent’s shareholder is Speciality Chemicals International Lid. {hereaftar "SCILY).

2. Basis of preparation

Statement of compliance

These consolidated financial statements of Specialty Chemicals international B.V. have
been prepared in accordance with International Financial Reporting Standards as adopted
by the Eurppean Union (EU-IFRSs) and with Section 2:362{9) of the Netherlends Civil Code.

The consolidated financial statements were authorized for issue by the Board of Directors
of Specialty Chemicals International B.V. on Agril 29, 2018,

the Group has prepared these financial staterment in accordance with EU - I£RS, The
Group has not early adopted any new IFRS requirements that are not vet effective in 2018,

This is the first set of the Group’s annual financial statements in which IFRS 15 Revenue
from Contracts with Customers and IFRS 9 Financial Instruments have heat applied.
Changes to significant accounting policies are described in Note &.

With reference o the Consolidated Statement of Profit or Loss and Other Comprehensive
Income of the Company, use has been made of the exemption pursuant to Section 402 of
Book 2 of the Netherlands Civil Code.

These financial statements hava been prepared on the basis of the going concern
assumption.

Basis of measurement

Financial statements have besn adapted, If necessary, to comply with the EU - IFRS and
classification criteria used by the Group.

The consolidated financial statements have been prepared on the historicsl cost basis,
except for derivative instruments, which have been measured at fair value. The carrying
amounts of hedged assets and labilities are adjusted to reflect gains or losses in fair valuae
in relation to the hedged risks.

The Group presents the consolidated financial statements as follows:
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- current and non-current assets and current and non-current Habilities sre prasented
separately in the consolidated statement of financial positian, Current assets, which
include cash and cash equivalents, are expected to be realized, transferred or used in
the Group’s normal operating cycle and, in any case, within one year of the reporting
date. Current lizbifities are expected to be settled during the Group’s normal
operating cycle and, in any case, within one vear of the reporting date;

- costs are analyzed by nature in the consolidated statement of profit or loss and other
comprehensive income;

- the indirect method is used for the consolidated statement of cash flowes;

- equity is disclosed using the format that shows changes in each caption
{"Consolidated statement of changes in equity™).

Functional and presentation currency

These consolidated financial statements are presented in Euro thousand, which is the
Company’s functional currency. All amounts have been rounded to the nearest thousand,
unless otherwise indicated.

Use of accounting estimates and ludsement

The preparation of the consofidated financial statements in accordance with the EU - IFRS
requires the Group to make estimates and assumptions which influence the carrying
amounts of assets and lishilities in the consolidated financial statements and the
disclosure concerning potential contingent assets and liabilities. The resuits which will be
reported in the final balance could differ fram such estimates. The estimates are used to
recognize the allowances for impairmen:, the provisions for the write-down of
inventories, amortization/depreciation, impairment of assets, emploves henefits, taxes,
restrycturing provisions and other provisions. The estimates and assumplions are
reviewed periodically and the effects for each change are recognized immediatsly in
profit or loss.

Some measurement processes, in particular, those related o impairment of non-current
assets, are generally performed annually, except in the cases where there are indicators
which require an immediate measurement of passible impairments.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
estimates are recognized prospectively.

Changes in accounting policies

Except for the changes below, the Group has consistently applied the accounting policies
set out in note 4 1o all periods presented in these consolidated financial statements. The
nature and effect of the changes are explained below.

The Group has initially applied IFRS 15 (see A} and (FRS 9 (sae B) from 1 January 2018. &
number of other new standards and amendments are also effactive from 1 January 2018
but they da not have a material effect on the Group’s financial statements. These new
standards and amendments are as follows:

— Classification and Measurement of Share-based Payment Transactions (Amendments

o iFRS 2);
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— Applying IFRS 8 Financial Instruments with IFRS 4 Insurance Contracts (Amendments
to IFRS 4);

— Transfers of Investment Property {Amendments to 1% 40}

— Annual Improvemants to {FRSs 2014-2016 Cycle (Amendments to JFRS 1 and IAS 28);

— IFRIC 22 Foreign Currency Transactions and Advance Consideration.

Due to the transition methods chosen by the Group in applying these standards,

comparative information throughout these financial staternents has not been restated o

reflect the requirements of the new standards, except for certain hedging reguirements

and separately presenting tmpairment loss on trade receivables and contract assets {see

B,

A, IFRS 15 ~ Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and
when revenue is recognised. it replaced 1AS 18 Revenue, IAS 11 Construction Contracts
and related interpretations, Under IFRS 15, revenue is recognised when a3 customer
obtains control of the goods or services. Determining the timing of the transter of control
—at a point in time or over time — requires judgement.

The Group has adopted IFRS 15 using the cumulative effect method (without practical
expedients}), with the effect of initially applying this standard recognised at the date of
initial application {i.e. 1 January 2018). Accordingly, the information presented for 2007
has not been restated — i.e. it is presented, as previously reported, under 1AS 18, 1AS 11
and related intarpretations. Additionally, the disclosure requirements in IFRS 15 have not
generally hesn applied to comparative information,

Group management performed an internal review of the main contracts with customers
covering the existing revenues streams. Based on the analysis performed the Group
management concluded that the application of IFRS 15 has not a significant impact on the
consolidated financial statements, mainly as a resuit of the ndustry the Group is
operating in.

B. IFRS 9 - fFinancial instruments

IFRS 9 sets out requirements for recognising and measuring financial assets, financial
liabilities and some contracts to buy or sell non-financial items. This standard replaces 148
39 Financial Instruments: Recognition and Measurement,

As a result of the adoption of IFRS 9, the Group has adopted conseguential amendments
to 1AS 1 Preseniation of Finandial Statements, which require impairment of financia
assets to be presented in a separate line item in the statement of profit or loss and OCl.
Previcusly, the Group's approach was to include the impairment of trade receivables in
other expenses. Conseguently, the Group reclassified impairment losses recognised under
JAS 39, from ‘other expenses’ to ‘impairment loss on trade receivables and contract
assets’ in the statement of profit or foss and OCI for the year ended 31 December 2017,
Impairment iosses on other financial assets are presented under ‘finance costs’, similar to
the presentation under 1AS 39, and not presented separately In the statement of profit or
loss and OCI dye to materiality considerations.
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Additionally, the Group has adopted consequential amendments to [ERS 7 Financial
Instruments: Disclosures thal are applied to disclosures abaut 2018 but have not heen
generally applied to comparative information.

The following table summarises the impact, net of tax, of transition to IFRS & on the
opening balance of reserves, retained earnings and NG (for a description of the transition
method, see below).

Original Clarsification wrair 14§ 39 New Clasilficetion uie BHS & Corfginal comylng — NMew eaceang amount

{20 vhe ranidy ANt ureer JA% 3§ wder R R
Fimanciat asse

Hadebiifdeg

it Fietlal] Uy

e icial by
inaricia llabilies
R Insicuaii al REL

3. Basis of consolidation

The consolidated financial statements include the financial statements of the relevant
group companies under control. All the group companies included in the consolidated
financial statements are under common control of Specialty Chemicals International B.V.
The financial statements of the subsidiaries are consolidated from the date the Group
gains control until the date such control ceases to exist. Non-controlling Interests in
equity and profit or loss for the year, if any, are presented separately in the staternent of
financial position and statement of profit or loss and ather comprehensive income.

The effects of Business Combination, which eccurred during 2017, are detailed in note 5.

Business combinations

The Group accounts for business combinations using the acauisition method when
control is transferred to the Group. The consideration transferred in the acquisition is
generally measured at fair value, as are the identifiable net assets acquired. Any goodwill
that arises is tested annually for impairment. Any gain on a bargaln purchase is
recognised In profit or loss immediately. Transaction costs are expensed a5 incurred,
except if related to the issue of debt or equity securities.

The cansideration transferred does not include amounts related to the settlemeant of are-
existing relationships. Such amounts are generally recognised in profit or loss.

Any contingent consideration payable is measured at fair value at the acquisition date. If
an obligation to pay contingent consideration that meets the definition of a financial
instrument is classified as equity, then it is not remeasured and settlement is accounted
for within equity. Otherwise, other contingent consideration is remeasured at fair value
at each reporting date and subsequent changes in the fair value of the contingaint
consideration are recognised in profit or loss.

The reporting date of all the group companies s December 31%, 2018.
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The companies included in the consolidation scope as of December 31%, 2018 and as of
December 31", 2017 together with the related percentage of interest are listed below:

Tomprty Curraney fmasimant  in o =
% 8 T 2017 starbiog dete  method
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Sgtcialy Chemica i International Inc gyt Groug Gy 100% 100% AT e Tyl
Polimern Soeclali Holding S p : “UPobynt Gw'u;' ERIR - 160% 17 May-1F 'LEne—hHms
Polyrt Sp ks i < Epakymt Eretg ELR 30058 W
Flyni Cotninedlicy Pl B 100% 1009% ]
PolyiiCoiibos ties Foland Sea i, S oplm Gl 0085 100 Lineeblading
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ol Hhi s s L CPolynd g 100% CATAELE ety s
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Polyni Ginip 100% 100% Ling-yiline
CPolyrk Gl RRCT 1008 100 Sipebiine
paln rcan 1% 0% :
Polyrtiroun 190 Pl
e Haehhald Mokt rsgt Nethm‘iarc& S Relhhald Srolip 1009 100%
Reiihhold Norway 85" e Ralchhald Gl 100% N {ine-ty, qu:e
Jaschbolo AS ¢ “CRelchhald Gragp A%, 1% Linn-hylime
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The changes to the Group’s companies completed during 2018 are the following:
- Polynt Iberica S.L. was liquidated on July 31st, 2018, resulting in the Spanish
subsidiary’s termination;
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- the execution of the merger on Movember 14th, 2018 between Polimeri Speciali
Holding S.p.A. into Polynt S.p.A., the relevant effective date occurred on November
26th, 2018;

- Polynt Group Helding inc. was liquidated on November 30th, 2018, resulting in the
American subsidiary’s termination.

Subsidiaries

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

CRARSS,

Non-controliing interesis

Non-controlling interests are measured at their proportionate share of the parties’
identifiable net assets at the date of acquisition.

Changes in the Group's interest in a subsidiary that do not result in a lass of control are
avcounted for as equity transactions.

Loss of controt

When the Group loses control over a subsidiary, it derecognizes the assets and liabilities
of the subsidiary, and any refated non-controliing interests and other components of
equity. Any resulting gain or loss is recognized in profit or lass,

Consolidation procedures

The following consolidation procedures are applicd in the preparation of the consolidated

financial statements:

- the financial statements of the consolidated entities are prepared for each reporting
period using the same accounting policies as those of the Group;

- the assets and liabilities and revenue and expense of consolidated companies are
fully recognized in the consolidated financial statements;

- intragroup balances, transactions, revenue and expense are fully eliminated;

- all intragroup profits not yet realized deriving from third party transactions are
eliminated;

- the carrying amount of investments held is eliminated against the investee’s equity.
The portions of equity and profits or losses attributable fo non-cantroiling interests
are shown separately in equity and profit or loss;

- when the acquisition cost of an investment exceeds the carrying amount of the
portion of the investee’s equity at the acquisition date, this excess is allocated to
spacific asset and liability captions up to their fair value at that date. Any residual
excess is then recognized as “Goodwill” and is not amortized but tested annually for
impairment to verify that the amount is still recoverable, using the methads
described in the paragraph on “impairment losses on gssets”. When the acquisition
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cost of an investment is less than the carrying amount of the investee’s aquity at the
acquisition date, the difference is taken to profit or loss;

- dividends distributed by consclidated companies are eliminated from the
consolidated profit or loss;
for transactions under cammon control, assets and liabilities are maintained at their
historicai value, and the excess betwaen the consideration and the carrying amount
is recognized under equity reserves;

- the assets and liahilities of foreign aperations are translated into Euro at the closing
rate, while income and expenses of foreign operations are converted at the average
exchange rate of the year. Exchange rate gains or losses arisirg from translation are
recognized in the “Translotion reserve” in equity. If the investment is sold, any
aecumulated exchange rate gains or losses are reclassified to profit or loss,

4, Significant accounting policies
LConsolidated statement of financial position

Cash and cash equivalents

Cash and cash equivalents include deposits with banks and cash on hand measured at fair
value and call deposits with maturities of three months or less from the acquisition date.
The definition of cash and cash equivalents for the consolidated statement of cash flows
and for the consclidated statement of financial position is the same,

Trade receivables

Trade receivables from customers are initially recognised at fair value, increased hy
transaction costs. After initial recognition, trade receivables are stated at their estimated
realizable value. The adjustment to the estimated realizable value is obtained by adjusting
the nominal value of the receivables, to take account of losses due fo uncollectability.
Provisions for doubtful accounts are always valued at an amount equal to the expected
losses over the entire Hife of the receivable. When the collection of trade receivables is
deferred beyond twelve months and the transaction Is in fact a financial transaction, the
fair value of the consideration js determined by discounting all future income, using =
notional intersst rate.

The category of trade receivables includes trade receivables. The initial valuation of trade

receivables is made at fair value on the trade date, i.e. at the value of the consideration
due, net of directly attributable transaction costs,

Lcans and receivables

The Group initially recognizes loans and receivables and deht securities issued on the date
when they are ariginated. Trade receivables are initially recognized at the fair value, plus
any directly attributable transaction costs. Subsequent to initial recognition, they are
measured at amortized cost using the effective interest method.

The impairment of receivables is estimated on the basis of the present value of estimated
future cash flows.
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Derecognition of financial assets and financial lishilities

The Group derecognizes a financial asset when the contractual rights to the cash flows
from the asset expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all the risks and rewards of ocwnership of the financial
asset are transferred, or it neither transfers nor retains substantially all of the risks and
rewards of cwnership and does not retain control over the transferred asset. Any interest
in such derecognized financial assets that is created or retained by the Graoup s
recognized as a separate asset or liability.

The Group enters into factoring transactions wherehy it transfers assets recognized on its
statement of financial position, especially trade receivables.

Trade receivables are not derecognized from the consolidated statement of financial
position, if the Group, in a factering transaciion, retains substantially all of the risks and

rewards.

The Group derecognizes a financial liabitity when its contractual obligations are
discharged or cancelled or expire.

Financial assets and financial Habilities are offset and the net amount presenied in the
statement of financial position when, and only when, the Group has a legal right to offsat
the amounts and intends either to settle them on a net basis or to realize the asset and
settle the liabiity simultaneously.

Qther non-derivative financial assets
Financial assets are initially measured at acquisition cost which is equal to fair value plus
any directly attributable transaction costs,

Assets held to maturity are classified as current financial assets ¥ their maturity is within
one year, and they are classified as non-current if it is after one vear They are
subsequently measured at amortized cost, which is determined using the effective
interest rate method, considering any discounts or premiums at the acquisition dete and
recognizing them over the entire term up to maturity, less any impairment losses.
Financial assets classified as availahle for sale are measured at fair value and classified as
current assets. Gains or losses arising from fair value measurement are recognized in 5
separate component of equity until the assets are sold or recovered or in any case
discontinued, or until they are impaired, in which case any accumulated gains or losses
recognized in equity Up to that date are taken to profit or loss.

Fareign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of
Group entities at exchange rates at the dates of the transactions.

Monetary assets and labilities in fareign currency are translated jnto the reporting
currency at the exchange rate in force at the reporting date.

Non-monetary assets and lighilities that are measured at fair value in a foreign currency
are translated into the reporting currency at the exchange rate in force when the fair
value was determined. Non-monetary assets and liabilities that are measured at cost in a
foreign currency are translated at the exchange rate in farce at the transaction date.
Translation differences are generally recognized in profit or loss.
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Howaver, translation differences arising from the translation of the folfowing items are
recognized in other comprehensive income (“OC):

available-for-sale financial assets {except on impairment, in which case translation
differences that have been recognized in OC! are reclassified to profit or loss);

a financial liability designated as 3 hedge of the net investment in a foreign operation
o the extent that the hedge is effective;

gualifying cash flow hedges 1o the extent that the hedges are effectiva.

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value
adjustments arising on acquisition, are translated into euro at axchange rates at the
reporting date. The income and expenses of foreign operations are translated into eyras
at the exchange rates at the dates of the transactions.

Foreign currency differences are recognized in OCl and accumulated in the translation
reserve, except to the extent that the translation difference is allocated ta NCI.

When a foreign operation is disposed of in its entirety or partiaily such that cantrol,
significant influence or joint control is iost, the cumulative amount in the translation
reserve related to that foreign operation is reclassified to profit or loss as part of the gain
or loss on disposal. If the Group disposes of part of its interest in 2 subsidiary but retains
control, then the relevant proportion of the cumulative amount is reattributed to NCI
When the Group disposes of only part of an assaciate or joint venture while retaining
significant influence or joint control, the relevant proportion of the cumulative amount is
reclassified to profif or oss,

The exchange rates used to translate foreign operations into Furo are as follows:

fAverage Wear-eng

] ROLE 2007 21-Bec3®  33-Dec-l¥
S Curreney & :
WDl Delar e s e : 1.48 113 115 130
AUD S Austlisn Dolipr e s 158 147 1,62 1.53
CADT i paadiaiy Bollgfhiiiens 153 1.96 1.56 1,50
CEKS etk crown: 2565 26,33 2572 28 84
DK - Banish krtne 7.85 744 7.47 7.84
AED T i 4.34 415 421 440
INES ST ndish Rugia ¢ TR 7353 7973 76,61
NOKT L Normestan Kigne -0 i 9,60 9.33 9.95 9.84
NIKN T hane Mismibar. s 32.71 21.33 22.4% 23.66
SRR gund Starling 0.68 0.88 0.89 0.89
BRUST Reas 5 ; i 431 361 444 3.97
ENY S RanminbE S G : 7.81 763 7.5 7.8
MYRA SRR L L e e 476 485 472 485
KRW 00 S Karan Won i 0 e : 1,392.07 127674 L2724% 127951
PLM Aoty o e R ST 4.26 .26 4.20 4.18

Derivative financial instruments

A derivative financial instrument refers to any financial contract with the following
characteristics:
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1. its value changes in refation to the change in an interest rate, 2 price of a financial
instrument, commadity prices, a foreign currency exchange rate, a price or rate
index, a credit rating or other predetermined u nderlying variabls;

2. It does not require a net initial investment or, if requested, this is lower than the
investment that would be requested for other types of contracts from which a similar
response would be expected to a change in market factors;

3. itwill be settled at a future date.

The derivative financial instrument is designated as hedging ar trading, depending on its

nature. All derivatives are initially recognized in the caonsolidated statement of financial

pesition at cost that represents their fair value. Any directly attributable transaction costs
are recognized in profit or lpss as incurred. All derivatives are subsequently measured at
fair value.

The changes in fair value are recognized in profit or loss in the case of derivatives which

are not hedging instruments,

Hedging derivatives are classified as follows:

- fair value hedges, if they hedge the risk of changes in the market value of the
underlying asset or liability,

- cash flow hedges, if they hedge the risk of cash flow changes generatad by existing
assets and liabilities or by a fulure transaction.

Both the changes in the fair value of fair value hedge derivatives and the fair value

changes in the underlying item are recognized in profit or loss.

In the case of cash flow hedges of, for example, the risks related to non-current floaling-

rate loans, changes in the fair value are recognized in other comprehensive income

statemant for the part which highly effective way risk to which they were put in place,
while recorded in profit or loss any part that proves ineffective,

The part atiributed to other components of comprehensive income is reclassified to prrofit

or foss when the assets and liabilities hedged impacts the costs and revenue of the

pericd.

it is important to nole that the Group has adopted a spagific procedure to manage

financial instruments that is part of an overail risk management potoy,

Inventories

Inventories are measured at the lower of their purchsse and/or production cost
determined using the weighted average cost method and their net realizable value based
on the estimated selling price less any estimated sales costs.

in the case of internally produced inventories and work in progress, cost includes an
appropriate share of production overheads based on normal operating capaciy.

fn the case of finished goods, this value corresponds to the estimated safes price in
normal business conditions, net of the estimated costs to complete the sale.

The net realizable value for raw materials, supplies and consumables is represented by
the weighted average replacement cost.

The purchase cost includes ancillary costs; the production cost includes directly
attributable costs and a portion of indirect costs, reasonably chargeable to the products,
Work in progress is measured an the basis of the actual average cost for the period,
based on the percentage of completion,
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Chsolete or slow-moving inventories are written down in relation to their presumed
future possibility of use ar realizable value, through the inclusion of a specific provision
for the write-down of inventories.

The write-down is reversed i in subsequent years the reasons for the write-down no
longer exist.

Property, pfant and equipment

Property, plant and equipment are measured at cost, including directly attributahle
ancillary costs necessary for the use of the asset.

I significant parts of an item of property, plant and equipment have different useful lives,
then they are accounted for as separate items (major components) of property, plant and
equipment.

Subsequent expenditure are capitalized only if it is probable that the future economic
benefits associated with the expenditure will flow to the Groug.

They are shown net of the respective accumulated depreciation and any impairment is
determined in accordance with the methods described in the “impairment of assets”™
paragraph. The cost of items of property, plant and equipment is depreciated using the
straight-line method over their estimated useful lives and is generally recognized in profit
or foss. The Group annually reviews the useful lives of assets and any necessary changes
are reflected on a prospective basis. Any changes, if necessary, are applied prospectively.
Depreciation is calculated and accounted for on the date which the items of property,
plant and equipment become available for use. Leased assets are depreciated over the
shorter of the lease term or their usefil lives unless it is reasonably certain that the Group
will obtain ownership by the end of the lease term. Land, whether free of constructions or
annexed ta civil and industrial buildings, is recognized separately and is not depreciated
as it has an unlimited useful life. Assets are presented at cost under “Assets under
construction” until the construction is completed; at the date of completion, the related
cost is classified in the corresponding property, plant and equipment category and is
depreciated.

Specific spare parts are allocated to the plants to which they refer and depreciated in
accordance with the estimated useful #ife of the plant concerned.

Maintenance and repair expenses, which do not enhance and/or prolong the asset's
remaining useful life, are recognized in profit or loss in the period in which they were
incurred, otherwise they are capitalized.

The annual depreciation rates applied are as follows:

®  Buildings 2.5% - 10%
= Light constructions 7% -11%

®  Generic plant 4% - 15%
e«  Specific plant 5% - 20%

®  Sundry equipment 30% - 40%
®  Furniture and office machines 12%

s Electronic office machines 20%

e Registered vehicles 20%

¢ Transport vehicles 25%
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At the date of disposal or when the future cconomic benefits are no longer expected from
its uyse, an asset is derecognized. Any gain or loss (calculated as the difference between
the sale value and the carrying amount) is recognized in profit or loss of the year.

intangible assets and Goodwill

Goodwill is the result of accounting for business combinations using the acquisition
method when control is transferred to the Group. The consideration transferred in the
acquisition is generally measured at fair value, as are the identifiable net assets acquired.
Goodwill is tested annually for impairment determined using the methods descrihed in
the “impairment of assets” paragraph.

Research and development

The expenses incurred for development, which envisage applying the results of the
research to a plan or 0 a project for the production of new or significantly enhanced
products or processes are only capitalized when the product or the process is feasible in
technical and commercial terms, when the Group intends and has sufficient resources to
complete the development project, when the costs sustained for the project are
determined reliably and when the respective products can generate future economic
benefits. The capitalized expenses include the costs for the materials, direct labor and an
appropriate queta of production overheads. These expenses are amortized on the basis
of their estimated useful life of 5 years (20%). Subsequent to initial recognition,
development costs are measured at cost less accumulated amortization and any
accumufated impairment losses. The other development expenses are recoghized in
profit or loss in the period in which they are incurred.

Other intangible assets

Other intangible assets are recagnized at cost, determined in accordance with the same
methods indicated for property, plant and equipment.

Other intangible assets, with a definite useful life, are racognized net of thelr
accumulated amortization and any impairment, determined using the methods indicated
in the “Impairment of assets” note.

Their useful life is reviewed annually and any necessary changes are reflected on a
prospective basis.

The annual amortization rates are as follows:

#  Patent rights and trademarks 10% - 20% - 25%
& Surface rights 2% - 5%

s Know-how 33.3%

& Technology 20.0%

s Other 20% - 33.3%

Any gain or loss generated on dispasal is determined as the difference between the sale
value and the carrying amount of the asset concerned and is recognized in profit or loss at
the disposal date.
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Financial liabilities

Loans and the other financial liabilities are initially recognized at cost, equal to thelr fair
value, net of directly attributahle transaction costs, After initial recognition, the financial
liabilities are measured at amortized cost using the effective interest method.

This account also includes financial payables for existing leasing contracts. The initial
recognition of these payables, as well as the valuation subsequent to the initial
recognition, follow the treatment itlustrated for financial leasing in the account financial
leases in the non-current assets section.

The current portions of finance lease payables are reclassified to current financial
liabilities to third parties.

Trade pavables
Trade pavables are recognized at falr value and su hsequently measured at amortized cost

using the effective interest method. Trade payables are not discounted if they are due
within one year.

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is
recognized for the amount expected to be paid if the Group has a legal or constructive
obligation to pay this amount as a result of the past service provided by the employes
and the obligation can be reasonably estimated.

Long-term emploves benefits

Post-ermnployment benefits are considered a defined benefit plan in acoordance with 1AS
18 “Employee Benefits”. Termination benefits are expensed 2t the earlier of when the
Group can no longer withdraw the offer of those henefits and when the Group recognizes
restructuring costs. If the benefits are not expected 10 be settled wholly within cne year
of the reporting date, then they are discountad.

The benefits guaranteed to employees in the form of the employee severance indemnity
are paid when the employment relationship is terminated and are recogrized over the
period in which the right vests. The liability for benefits to be paid at the end of the
employment refationship is determined based on actuarial assumptions and is recognized
on an accruais basis consistent with the service necessary to obtain the benefits; the
obligation is determined by independent actuaries.

Gains and losses arising from the actuarial calculation are recognized in other
components of profit/loss of comprehensive income. Actuarial losses arising on the
calculation of the present value of the liability to pay the benefits are recognized in the
financial expenses. All other costs covered by the provision for defined benefit plans ars
recognized in profit or loss under personnel expense.

Provisions

Provisions are recognized when the Group:

- has alegal or constructive obligation in relation to third parties;

- itis probable that a cash outflow from the Group will ba required;

- areasonable estimate of the amount of the obligation can be made.
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Changes in the estimate of the provisions are reflected in profit or lass for the period in
which the change occurred.

Provisions are recognized as the best estimate of the expenditure required to settle the
obligation.

If the impact of discounting the time value of maoney is significant, the provision s
determined by discounting expected future cash flows using a discount rats that reflects
the current market assessment of the time value of money. When the cost is discounted,
the increase of the provision due to the passage of time Is recognized as an interest
expense,

impairment of assets

The Group verifies at Jeast once a year if there is any indication that an asset may be
impaired.

If such an indication exists, the asset’s recoverable amount is calculated in order to
identify the extent of any impairment. This recoverable amount equals the higher of the
value in use and the fair value less costs to sell.  Goodwill is tested annually for
impairment.

For impairment testing, assets are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independant of the cash
inflows of other assets or cash generating units or “CGUs” or “CGU". Goodwill arfsing
from a business combination is alfocated to CBUs or groups of CGUs that are sxpected to
benefit from the synergies of the combination.

The value in use of the CGU to which the asset belongs is determined when the value in
use of an individual asset cannot be estimated. The value in use of 3 glven asset is
calculated as the present value of the estimated future cash flows, before taxes, by
applying a pre-tax discount rate that reflects the market assessment of the time value of
money and of the asset’s specific risks.

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date,

An impairment loss is recognized in profit or loss if the recoverable amount determined is

less than the asset’s carrying amount for that cash generating unil (CGU).

The impairment of a CGl is first allocated to reduce the carrying amount of any goodwill
allocated to the CGU and then to reduce the other assets of the CGU on a pro rata basis.
An Impaired asset is reversed when there is an indication that the impairment ro longer
applies or when there has been a change in the measurements used to determine the
recoverable amount, except for those related to goodwill and property, plant and
squipment with finite lives which are never reversed.

The reversal of an impairment loss cannot exceed the carrying amount that wauld have
been determined (net of amortization) if the impairment had not been recoghized. The
reversal is recognized immediately in profit or loss.

Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used
far taxation purposes, Deferred tax assets are recognised for unused tax losses, unused
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tax gredits and deductible temporary differences to the extent that it is probable that
future taxable profits will be available against which they can be used. Future taxable
profits are determined based on the reversal of relevant taxahle temporary differences. if
the amount of taxable temporary differences is insufficiant to recognise a deferred tax
asset in full, then future taxable profits, adjusted for reversals of existing temporary
differences, are considered, based on the busiress plans for individual subsidiaries in the
Group. Deferred tax assets are reviewed at each reporting date and are reduced to the
extent that it is no longer probahble that the related tax benefit will be realised; such
reductions are reversed when the probability of future taxable profits improves.
Unrecognised deferred tax assats are reassessed at each reporting date and recognised to
the

extent that it has become probable that future taxable profits will be availshle against
which they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary
differences when they reverse, using lax rates enacted or substantively enacted at the
reporting date.

The measurement of deferred tax refiects the tax consequences that would follow from
the manner in which the Group expects, at the reporting date, to recover or settle the
carrying

amount of its assets and labilities. For this pursoss, the carrying amount of investment
property measured at fair value is presumed to be recovered through sale, and the Group
has not rebutted this presumption,

Deferrad tax assets and liabilities are offset only if certain criteria are met.

Leases

The Group determines whether a financial arrangement is or contains a lease component,
At inception or on reassessment of an arrangement that contains a lease, the Group
separates payments and other consideration required by the arrangement into those for
the lease and those for other elements on the basis of their relative fair values. If the
Group concludes that it s impracticable to separate the payments reliably, then an asset
and a liability are recognized at an amount equal to the fair value of the underlying asset;
subsequently, the liability is reduced as payments are made and an Imputed finance cost
on the liahility is recognized using the Group’s incremental borrowing rate.

Leases that transfer 1o the Group substantially all of the risks and rewards of ownershig
are classified as finance leases, The leased assets are measured initially at an amount
equal to the lower of their fair value and the present value of the minimum lease
payments. Subsequent to initial recognition, the assets are measured in accordance with
the accounting policy applicable to that asset,

Assets held under other leases are classified as operating leases and are not recognized in
the Group’s statement of financial position,

Payments made under operating leases are recognized in profit or loss on & straight-line
basis cver the term of the lease. Lease incentives received are recognized as an integrai
part of the total lease expense and expensed over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the
finance expense and the reduction of the outstanding liability. The finance expense is
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allocated to each pariod during the lease term so as to produce a constant periodic rate
of interest an the remaining balance of the Hability.

The actual impact of adopting the IFR516 standard is described in related paragraph {note
7).

Emission trading
At present there is no accounting standard or interpretation that deals specifically with

the accounting for emission allowances or renewable energy certificates. Companies
must therefore apply judgment and determine an accounting method based on the
general principles of EU - IFRS.

The Group uses the net liakility approach to recognize emission allowances or renewable
energy certificates.

According to this approach, aflowances are recorded at nominal value (zers). This is in line
with the general provisions in place for recognizing and measuring financial assets under
EU - IFRS and takes Into account the absence of acquisition casts for allowances.

Consolidated siatement of profit or loss and other comprehensive ncome

Revenue and costs

IFRS 15 establishes & comprehensive framework for determining whether, how much and
when revenue is recognised. It replaced IAS 18 Revenue, 1AS 11 Construction Contracts
and related interpretations. Under IFRS 15, revenue is recognised when a customer
obtains control of the goods or services. Determining the timing of the transfer of control
—ata pointin time or over time — requires judgement,

The Group adopted IFRS 15 and based on the Groups’ review, the impact of applying this
new standard does not have a material impact on these financial statements.

Government grants

The Group recognizes an unconditional government grant for operating expenses in profit
or loss as other income when the grant becomes receivable.

Other government grants related to assets are initially recognized as deferred income at
fair value if there is reasonable assurance that they will be received and the Group will
comply with the conditions associated with the grant; they are then recognized in profit
or loss as other income on a systematic basis over the useful life of the asset. Grants that

compensate the Group for expenses incurred are recognized in profit or loss an a
systematic basis in the periods in which the expenses are recognized.

Financial income and financial expense

Financial income and expense are recognized in profit/loss for the year on an accryal
basis according to the interest accrued on the net value of the respective financial assets
and labilities using the effective interest rate.

All financial expenses are recognized in profit or loss for the period, except those that
meet the requirements of 1AS 23 for capitalization. Loan costs are recognised in the
income statement using the effactive interest method.
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Incorme taxes
Tax expense of the period includes current and deferred tax.
Current tax camprises the expected tax payable or receivable on the texable income or
loss for the year and any adjustment to the lax payable or receivable in respect of
previous years. The amount of current tax payable or receivable is the best estimate of
the tax amount expected to be paid or received. It is measured using tax rates enacted or
substantively enacted at the reporting date. Current tax also includes any tax arising from
dividends. Deferred tax is recognized for temporary differences between the carrying
amaounts of assets and liabilities for financial reporting purposes and the amounts for
taxation purpases. Deferred tax is not recognized for:

- tempaorary differences an the initial recognition of assets or labilities in a transaction
that Is not a business combination and that affects neither accounting nor taxable
profit or loss;

- temporary differences related to investments in subsidiaries, associates and joint
arrangements to the extent that the Group is able to control the timing of the
reversal of the temporary differences and 1t is probable that they will not reverse in
the foreseeable future;

- taxable temporary differences arising on the initial recognition of goodwill,
Deferred tax assets are recognized for unused tax losses, unused tax credits and
deductible temporary differences to the extent that it is probable that future taxahle
profits will be available against which they can be used. Future taxable profits are
determined based on business plans for individual subsidiaries in the Group and the
reversal of temporary differences. Deferred tax assels are reviewed at sach reporting
date and a valuation allowance provided fo the extent that it is no longer probable that
the related tax benefit will be realized; such valuation allowance are reversed when the
probability that such unrecognized deferred tax assets will be realized from future taxable
profit or other management actions.

5 Business Combination

On May 17%, 2017 Pelynt Group (“Polynt”) and Reichhald Group ("Reichhold”) agreed to
combine their businesses to form a global company in the coating and composite resing
industry. The merger has been accounted for as a business combination using the
acquisition method af accounting under IFRS 3, with the Company being identified as
acguirer.

The control date for the new Group was May 17", 2017 with May 31%, 2017 used as the
date to account for the acquisition effects and for the preparation of the Consolidated
financial statements, since management is of the opinion that May 315t 2017 represents
the enly reliable available financial information close to the control date.

The acquisition accounting was not revised since na information was obtained within one
year of the date of acquisition that would indicate any adjustments to the previously
reported acquisition accounting or any additional provisions that existed at the date of
acquisition.
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6. Standards and interpretations that became applicable in 2018

As from January 1%, 2018, the following new or revised standards were adopted by the

Group:

- IFR% 15 - Revenue from Contracts with Customers;

- Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts (Amendments
to IFRS 4);

- |FR5 9 - Financial instruments.,

Based on analysis conducted by the Group management, relating to application of these

new standards, no relevant impacts have emerger.

7. Standards and interpretations soon to become applicable

A number of new standards are effective for annual periods beginning after 15 January
2018 and earlier application is permitted; however, the Group has not early adopted the
new or amended standards in preparing these consolidated financial statements.

Of those standards that are not yet effective, IFRS 16 is expected to have a material
impact on the Group’s financial statements in the period of initial application.

RS 16 Leases

The Group is required to adopt [FRS 16 leases from 1% January 2038, The Group has

assessed the estimated impact that IFRS 16 will have on its consolidated financial

statements, as described below. The actual impact of adopting the IFRS16 standard an 1%

tanuary 2019 may change for the following reason:

- the Group has not yet finalized the testing and assessment of controls aver its new IT
sysiems;

- the new accounting policias are subject to change unti] the Group presents its first
financial statements that include the date of initial application.

IFRS 16 introduces a single, on-balance sheet lease accounting mode for lessees, A lesses

recognizes a right-of-use asset representing its right to use the underlying asset and a

lease liability representing its chligation to make lease payments. There are recognition

exemptions for short-term leases and leases of low-value items. Lessor accounting

remains similar to the current standard —i.e. lessofs continue to classify leases as finance

ar operating leases.

IFRS 16 replaces existing leases guidance, including 1AS 17 Leases, IFRIC 4 Determining

whether an Arrangement contains a Lease, SIC-15 Operating Leases — Incentives and SIC-

27 Evaluating the Substance of Transactions Invelving the Legal Form of a Lease.

Leasas in which the Group is a lessee

The Group will recognize nsw assets and liabilities for its operating leases of warehoyse
and factory facilities. The nature of the expenses related to those leases will now change
because the Group will recognize a depreciation charge for right-of-use assets and
interest expense on lease liabilities,

Previously, the Group recognized operating lease expense on a straight-line basis over the
term of the lease, and recegnized assets and liabilities only to the extent that there was a
timing difference between actual lease payments and the expense recognized.

Mo significant impact is expected for the Group's finance leases,
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Based on the information currently available, the Group estimates that it will recognize
additional lease liabilities and assets in the range of FUR 13.5-16.5 million as at 1% January
2019,

Leases In which the Group is a lessor
Mo significant impact is expected for other leases in which the Group is a lessor.,

Transition

The Group plans to apply IFRS 16 initially on %' january 2019, using the modified
retrospective approach. Therefore, the cumulative effect of adopting IFRS 16 will be
recognized as an adjustment to the cpening balance of retained earnings at 1 Tanuary
2019, with no restatement of comparative information.

The Group plans to apply the practical expedient to grandfather the definition of a lease
on transition. This means that it will apply IFRS 16 to all contracts entered into befare 15
January 2019 and identified as leases in accordance with 1A5 17 and IFRIC 4.

Other standards

The following amended standards and interpretations are not expected to have a
significant impact on the Group's consolidated financial statements.

- [FRIC 23 Uncertainty over Tax Treatments,

- Prepayment Features with Negative Compensation (Amendments to IFRS ).

- lomg-term interests In Assoclates and Joint Ventures (Amendments to IAS 78).

- Plan Amendrment, Curtafiment or Settlement {Amendments to IAS 19}

- Annual Improvements to IFRS Standards 2015~2017 Cycle — varicus standards.

- Amendments to References to Conceptual Framewaork in IFRS Standards.

- 1FRS 17 insurance Contracts.
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Consolidated Statement of Financial position
ASSETS

8, Trade receivables
Trade receivables by geographical segment are composed as follows:

Fi-Dec-1R F3-Dwe-37

{Furo thoucand)
Europaan = ui : B SIS : 155 040 157,154
Mon-Egropein 1 T e e 166,380 176,320
Grosy balanes I R ey Sl s 218 40 BT, 465
Aldwence forimpainaeny 0 s s e ey {127 12,7599
Ty e 2,672 314,708

At December 31, 2018, there were no trade receivables factored without recourse {(EUR
3,530 thousand on December 31%, 2017).

The Group sold with recourse trade receivables 1o a bank for cash proceeds. These trade
receivables have not been derecognised from the statement of financial position, because
the Group retains substantially all of the risks and rewards, primarity credit risk. The
amount received on transfer has been recognised as a secured bank loen {see note 24,
The arrangement with the bank is such that the customers remit cash directly to the
Group and the Group transfers the coliected amounts to the bank.

Changes in the alfowance for impairment are shown below:

{Euro thousand} B3Ptk Aife LT
Cpeniag belanee e 12,759 -
Business copbinalicd : - 14,226
Neoruals RS % 2,355 1,256
Ghifigations SRR ! { 1,900} 2,880)
Translation rale differancas 0l o s S { 468} {3343
Siosing balarie T e R e T fER 21 13,758

The Group has impaired specific trade receivables based on objective indications of the
risk of partial or total non-collection. The impairment losses are net of estimated
recoverable amounts. A general allowance is established for receivables that are net
impaired individually or provided for specifically based on losses incurred over the past
five years,

Note 38 gives information about the Group’s exposure to credit risk, currency risk and
interest rate risk in relation to trade receivables,

. Inventories
Inventories are broken down as follows:
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{Euro th@usmd; H-Deel8 Fl-Dec-17
Baw irstedals consumablas: d!dsupphes SR e ey T 110,559 106,841
Allowance for mmte\duwn cxnr.dnntory S S e e {3,663) {2,700}
Total = i - S P L 306 438 184,141
Wark'tn progress and ;amz-ﬂmshﬂdpmdmt' S B A SR 15,145 10856
AHOWancEfor Vtteidown c:fswﬂntory R S L {165} (109)
Tatal ST SRR e e 5,040 11,785
Finished pmuuct e T R 139,995 105,219
Allowancs for wote: ﬁown ofmwntqw Sl e 14, 334) {4,134}
Total. S g 135,661 101,885
SerisnCpare g : 11,336 41057
anwance Forwrite: n’awr. unn\eenm—r : {3,435] {3,274
Tatai: PP 7.HE3
Total iventaries 85,428 224,848

The provision for obsolescence is established to cover risks related to the net estimated
realizable value of obsolete or slow-moving items. The Group uses specific identification
and statistical methods based on aging and inventory category when computing the
absolescence provision,

ia. Current tax assets
Current tax assets are composed as follows:

{Luw thousﬁnr!} Fi-Dac-i8 eI
Codrant N REsGrE - i 8,283 14.4F4
Taxes for which re:mbu:semsm hiay Baen c{asm D i : S R 2,318 2320
Total R : 5 e : e 10,854y 16,734

Current tax assets also includes a net receivable related to the offsetting of tax
prepayments by US legal entities part of the same controlied group for tax purposes.

“Taxes for which reimbursement has been cluimed” include the reimbursement claimed
by Polynt S.p.A. for the deductibility of personnel expense from 2007 to 2011 in the
calculation of Htalian corporate income tax.

i1, Other current assets
Other current assets are composed as follows:

: DR 3-Dec-iF
(Euro thousarnd}
VATaReelvable. et e i e D e e T 7,589 5,536
Advarieeyts satial e untvmstauteons L e 32 3%
Sundryadvances s Shmpoiinsin s e 1213 2,204
Prepavmentst S
lnsUrance prgmitirs 00 1518 2,143
'»Wxntenansmm!aimems o 1,128 1,221
“Dthersi SRR L it L i 11,734 11054
e i 5 855 2,047
Toral ; O S 39,06% 25,542
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In 2018 and 2017, “Prepoyments - others™ mainly relates to Eeichhold LLCY

receivable for EUR 8.800 thousand. Refer to note 23 for further information.

i2. Proparty, pl

ant and equipment
Changes in Property, plant and equipment for the two years ended December 315 2018

and December 31, 2017 are detailed in the following tables:

& Insurance

Histericel cost e e fapairment  Tronstation . L
I Raclossificitions  Wersasas  Duerearss o ireramen Hishorinat cast at &zs:m‘.rtt
33D Fi-Osc28
Buffd; r:g_ 4,547 E,CHT M) - i 83,088
L HET2S f5y - o] - 22 144,798
Light Sunis i iions “AmaLs (258 i22 . 5} 862
Land 5nd aldin, T8 EE 3,852 375 {13 - 5345 AE AR 24122
Genets pliot qgEnID 15082 12424 1,443 - o] 380,857
Specilldpian : : 455875 THE; 3,951 44308 {8073 {enny 200,928 83421
Plant 5ng gg‘;}'ﬁgmeni’ s RETA97 j 19,445 FLATG [8,251} t.ia 2 1887 887,585 it Xve]
sundr) i e dant - 2apen 331 726 132} - i3 J1.378 6,585
Inusiral s cummm_}!ﬂm ment CiRLEEE 331 R {863} z i BLETE 6,548
Fftifore 536 GHics midhines: SR 5,330 38 - - 5 5602 2,881
Sledbranic offtge dathiwns R (0] {2451 LE - - 38 16,633 LR
Rugiim/og sahizies pRd 452 1 faz) - 13) 165, €83
FrEREEDA vetiiey 2 - 37 {38} - 7 933 40z
Othiir isets 1m 238 3,455 1655 8 - 58 35,892 7,855
isery R (23,237} 4,65 {26 - 3m1 23,181, 23,251
e o a9 ) - @ 58 5
As50ts uivder :srﬁstfucmm wnd pdvances :H,,.‘QTZ gza.asx 34,615 {233 - 281 28,208 23,308
Totai o CLORE 410 - S2.086 {7,047} {307} 3,94 1,B50.556 531468
Aegurnuiated Tr
depreciation at - toss ditarsnce rpo atinerat
{Eumth o [ 3 Dandr
silldnigs: i CirysE 3,364 783 {37 31, 124 52,058
g T - . - - iay 242
ik brvic i R {2,288 i) 27 TR 5,160
kand e Baligigs b 4857 i Y. - 193 57,360
LEneric sl 4,505 22,521 ofiel 220 3295 IAE, 762
seafiiplenil i 3,472 38,287 3,733 - 473 282.50%
Plantand ﬁgmgm ] T_I'u fRrn 2% FRE {8,981 Lxe Et BRFFEE
Susielry gyl neny” 7y 3,57 {7ish ;] -] 26333
ansestr(al 2nd eemmangst &qu_{pmmﬂ‘_ 7o L5688 (734} a 23 PR FE]
A B4l L2058 > Lk fati] 3768
Hattonle it nushins i) {18381 4,855 : 48 85 12,768
fegisterad Vakiglss 258% (83} e i34} - {483 3089
Transper fehldey oo gt - 153 37 - 3 532
Gt dbsaps e LAl a5 3214 (71} 1T 250 1B16Y
Torsd SRR HT6,E - 33,447 (5778 2203 1480 3117
H;Jm‘:f[ cest mﬁ:;::::;n Geclassifications  fwcreacss  Decvesses Emp?:;mm z;::z:; s bomint et o3 ;:&“;
[T BL-50T SRR 32:BeR-AT
- - 4,008 [£5d] 137, % 58,378
ey R ichivg 138,254 133618
2y PR SR LN 14,313 8,265
5O 3RS .ea?zg;_“_‘*;gﬁ_ﬂ;@ﬁg& 2M2AL
B G T S e EEINREFy L W) H
387827 I G R : i3,830,
R 26T 3682 VAT 5 f&m _L'»'U_ odbdEE
CAEEE e s T Gy e gy = jabsy
mﬁmnai A eummm?ae eguvment i BBOE 72} b RO e st
i i i : L R R OY 55 38} [ it
TABISR ARy 1505 e Gt 7 N
L2360 R ¥ €8] TSR s &
g U AT gy
8008 131 % L SR )] 10 s
255 RG] 13073 33 . . jast
MBI B 1338 au 3
Agzets vnder censtruction I atwances - > 25,995 {5,298} © i 13,708 @ o fa25) 3RO 33,872
Tezal i L 101087 - 73,081 18,3625 (5,84 {zn6as] 116 A50 53,207
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208 o4 s, . o er AT =

Q::;:f;; P e e—— W Gemes MO :’;‘Q pid dm:‘;ﬂ;
(ot rand) Gz Mt e 2 e e | e BT EOSE

Bilding T e S e des T A e G e 43,006
Lan Sl . LA Lol SR 43 S SEGTOIRIE 186
Ligihdd Sasititiang : - s g R U R ey T 25 ey S4B
Lad Brd BURgiags " T e lick 7 BT G £ ) SR o1 R ez AR08
S itand L SR L 114870 St R R A £ R L 725)) s ithlvy 322 SEF
Sp e R R e R M A 265,579
e {89248 RS T o Gy 390,18
I3.44 : 35 AR e 23881

EBERG T g . Ram

A0Sy 555 (3,300

A 808 s R 1088

3,082 : 7 1377

_ b Pt i G e, 413

2 R L T Y Y1 S 7] a7l i1,168

3, e {2,578 2] 25 455,108

several Group subsidiaries have granted securities in sccordance with certain agreed
security principles and in the forms prescribed under the applicable local law over fixed
assets and real estate in support of the secured obligations under the Indenture, the
Facility Agreement and the Super Senior Security Agreement.

The Group leases production equipment under a number of finance leases. The leased
equipment secures the lease obligations. At December, 31% 2018, the net carrying
amount of leased equipment was ina range of EUR 13.5-16.5 million.

The increases of property, plant and agquipment mainly refer to:
EUR 7.0 million for Polynt Composites USAs Houston site capabilities updated to
support product reallocations related to the Reichhold USA's Houston dosure and
other site product reallocation actions and Folynt Composites USA's Carpentarsville
site upgrade to support a customer’s strategic requirements;

- EUR 3.2 million for TMA new oxidation column and new DCS system installed in
Polynt Changzhou {China);

= EUR 2.5 million for Reichhold USA’s Azusa site upgraded to praduce UPR and gel coat
realfocated from the tynwood and Port Moody closures;

- EUR 2.4 million for the new UPR plant in Polynt Composites’ Malaysia's lohor site;

- EUR 2.1 miilion to upgrade the maleic anhydride plant at Polynt S.p.A.s Ravenna site
(Italy);

- EUR 1.7 million to upgrade the trimeliitic anhydride plant at Polynt S.p.A’s
Scanzorosciate site (taly);

- EUR 1.1 million for Reichhold Brazii's Mogi siteproduce LIPR and gel coat transferred
from the closure of the Taboao and Piracicaba sites;

- EURQ.7 million to upgrade the Turbogas plant at Polynt S.p.A.s Ravenna site (italy);

- EUR 0.6 miflion for the catalyst replacements for the phthalic anhydride plant at
Polynt S.p.A’s San Giovanni Valdarno sites {Italy);
EUR 0.5 million to upgrade the malic and fumaric acid plant at Polynt S.pA’s
Scanzorosciate site {Italy);
EUR 0.2 million to upgrade the special plasticizers plant at Polynt S.p.A's San
Giovanni Valdarno site (italy);

- EUR 0.3 million for new Thermal Owidizer In Reichhold india’s Pune site;

- the remainding amounts represents minor investments at the various Group’s sites.
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13, Goodwill

31-Dec-18 ~FHe-a
(Euro thousand} A3-Dac2F

anodwill : E [ ] §5, 792

Goodwill refers to the combination of the Polynt and Reichhold businesses that occurred
in May of 2017, After the allocation of the excess acquisition price to identifiable assets and
related computation of deferred tax, a residual Goodwill of EUR 66.8 million was recorded,
The Goodwill was aliocated to the regional CGUs: Europe, Americas, Asia.

The change in Goodwill amount respect to 31 Dec 2017 is refated to the effect of exchange
rate, mainly to the part allocated to the US components,

As at December 31%, 2018 and 2017, the carrving value of goodwill by regional CGU is as
follows:

{Euro thousand) FDHe-18 Sfec-17
Cugope i ; e e . e - 37,185 37,423
Amorcas DR L 23,682 22,608
Aglm i - : : e S : e : 6,013 6,011
Tatal S - - Ry - : 68,770 65,842

Goodwill is not amortized but tested annually for impairment.

Goodwill was tested for impairment at December 31% 2018 as required by [&5 36 -
Impairment of assets. Its recoverable amount is higher than its carrying amount. The
impairment test was based on expected cash flows over a five-year period.

The recoverable amount is determined by calculating the value in use, which is the present
value of forecast cash flows using a discount rate that reflects the spacific risks of the
individual cash generating units at the measurement date. The forecast cash flows used in
the impairment fest are based on projections approved by the board of directors.

For 2019 the budget approved by the Board of Directors of SCIL on February 21, 2019 was
used in the impairment test. Results are expected to increase slightly iy subsequent years
compared to 2019,

Sales volumes are expected to grow on average 2.4%, in 2019 and steady growth tallored
for Each Region by 2020. Europe 2019 forecasted margins are declining and are expected
to remain stable thereafter. Americas and Asia margins are overall growing versus 2018
with a stability by 2020. Normalized fixed costs are stable fn 2019 and in line with the
growth in volumes, specifically sized for each Region for the following vears.

The discount rate used was calculated by using the WACC (weighted average cost of capital)
method, namely, by weighting the rate of return expected from investing equity in a similar
business and the cost of borrowing. The calculation considered the changes in the
economic scenario during the years under analysis and the conseguent implications in
terms of interest rates.
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The cash flows deriving from the plan were discounted using the WACC rate of 9.3% for
kurope, 10.2% for America and 10.7% for Asia, parameterized for each assumption,
considering the characteristics of the chemical sector and the Group’s specific region,
structure and financial risks,

The discount rate is the rate of return on the len-year government bonds in the reference
market in the same currency as the cash flows, adjusted to reflect the higher risk of
investing in equities and the systematic risk of the Group's specific segment.

The estimated recoverable amount, which is based on its value in use, exceeds the
carrying amount of each geographic segment as follows:

. N Headraoom,
t€ miltion) Value in Use Carrying Amount {impairment iiss}
Eurbpe o i e e e TR
Americas e T S 308
Ao e e e R e T e T

The cash flows were stated net of the normal return on assets and their capitalized
amount was compared to the goodwill's carrying amount,

The following table outlines the change in discount rate reguired for the regional carrying
amount {o equal the recoverable amount:

Change requirad for carrying amount to equsi the
recoverable smount _
DifSEBURE rate i R s D e T s O %

Europe Americas Asia

The following table outlines the impact on value in use with 2 +1/-1% change in discount
rate.

Valus i Use Walue In Use Yalue b Use
{€iliion) {435 discount rate] (1% discount rate}
Serope. et e L T ey s gRy e Ty
Ammericas oo Lt e e T e s
skl e g T Sy

4. Other intangible assets
Changes in other intangible assets at December 31%, 2018 and December 31%, 2017 are
detailed in the following tables:
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eborkaf o Rechmlicatam Hrauses DR PRSI Trav.gan LEESES PR § s ep—y
it onge =
R LB T ) 525 i o b 5 Qe ln
Seliwata nie gaterts 16,904 a7 §74 (247 - 1 17718 6338
Aesenrch an deeaiaumeas - - - - " - -
Patents . 38804 237 674 {2681 13 17738 338
EOP programs 5751 383 184 {52} - 3,232 758
Kok Howe 45,000 . 2,560 - 43,5800 2421
Techitogy 55,584 . : - B - ERETER e
Crtgrs 53,076 - 200 {22} 285 43,035 29,543
Giher s i ;443,159 e 3,454 {114} - 285 145,183 85,398
i ivslen s 5384 28] 3574 [19] 2] 3118 ERIY]
: - AEBARF - B.ERR {832] B8 165,588 79,852
B nsseasis Dowramses Transin Acxaiiied
#ifarans amertision m
(Lure theutand) 814018 FL-BendR
Sritwar nd RaEREs 9.9a7 47 1,752 {+95] 15 15,378
Sirmarch ond deévslogmin T ~ - -
Prigaty - : 8,947 & __ h7eR {395 15 13,376
[ g 765 {47 282 ) 8444
Ko K 41,000 -~ 320 - - 43,328
Yeihholosy. i 5,352 . 10,546 -§ 159§
Dby 6325 - & 274 - a7 12 498
Crthar i ey i1 {87} 3F.331 {29 &7 T8IGF
At iider eVl e i - - - - - -
Yaial 1493 - 38,983 {455} 112 80,183
Brmork) aat AR Reesgfaations HE bnparaeri kg Histordsal s m CRITIRG BIG YT
e Rinatan @t
Lo 7 - HLeBingei? o BERed?
i 2 e JE IR g f i 14,610 5,957
ResBich R deGmRE R TR S i b - -
e R LI L I o T L Ty - 18810 6857
EDS progradiiy - s248 e 207 . BT8L 282
Kngw Ho ST AT ST < = 95,000 -
Techrciogy - P A - I TR
Ofhepi 0 s CALAGR T T 3 “ 41,076 34,851
othier” L L A,ERE L e Y . ISR D NaLase M yead
#55 Uey e upement LS {5451 B0 < - (B8L 384 1384
ot B 1 L Y 1,138 E )] 154,483 87,554
Ascuractatad Bustness Redesifiion: insreases “Transiation " Rimmitited |
ot b & zambingdion iftnrenve srveriiraiing &
M-dan-i7 Shitanld
i Wi = 713 § 9,653
Fatengs U GARE e FAS L TRy 5,655
EDPprogeame AT _~ 48 : B 369
K How e ’ ol 42,000
Tachaplogy ERE " S R - 8,552
Othar - 2,839 3,340 63 &,135
Dthey : i (52,060 - 2,548 3] £1,548
Assets Unider deveiopeme L . - - -
Tatal . CURLEIT - 16262 (280 F1.48%

The increase in intangible assets in 2018 is primarily driven by SAP implemeantation costs
to support the future growth of the business and harmonize business processes,
expenditure for REACH activities carried out in 2018 and costs for patents, software
licenses and cther software implementations.

15,

Other financial assets

Other financial assets are as follows:

01.09.2020 kI 21:16

Brgnngysundregistrene

Side 85 av 113



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 978680860

Spadalty Chemicals international B.¥. - Annual Report 2018 | 65

{Euro thousand} F1-Des-18 Bi-Decl?
Forwards Contrace ol e S i - 273 16
Othar fisgndial arsets 0 : ey : S 7,313 7300
Fotal o e i i T R ST 7,584 7,415

Other financial assets relates primarily to Reichhold LLC2’s financial receivables from
Speciality Chemicais International Ltd. {(“SCIL”, the direct parent company). During 2015-
2017 Reichhold LLC2 paid legal and professional fees related to the Bay 17 2017
merger. Prior to May 2017, Reichhold LLC2 recorded the fees as a current receivable from
its previous parent company. However, in conneclion with the merger, the receivable for
the fees was assigned from the previous parent company to SCiL, and Reichhold LLC2
reclassified the receivable from current assets to non-current financial assets. A
settlement date for the receivable has not been established.

i6. Deferred tax assels

The Group principally focused on the following considerations when calculating its

deferred tax assets:
the tax regulations of the variaus countries in which it operates and their impact on
temporary differences and any tax benefits arising from the use of carry forward tax
fosses considering the vears they can be realized:

- the profits expecied to be earned by sach group company in the medium term and
the financial and tax impacts of the business plan mentioned in note 13.

On this basis, the Group is expected to earn future taxahle profits and, hence, the
recovery of the deferred tax assets recognized at the reporting date is reasonably certain.

Changes In deferred tax assets {“OTAY) are as follows:

Bachange
FoDec-F0LT  ingrevse  Recroase rate 3-Dec-2038
{Eurs thousand differenge
Tan lossascary foraad oo 7 R E By o BER {6.664) LB 2428
Sxchafge e pdustiments L o e e T e T Rty T ey L4
Reovisicns faf barldebs ool o ey e T ey T 1132
gp’g S sl e LR T ST . AR A1 R 1,167
Provision: forsntironmental ke T T T R T (o) 995
frolision forfaidff dos iy e e e e e ot CERAp e 230
Frovisifor sandrypislo TR R s T e b e e e A 900
SdddedidiedinteiSts e e e CIETAT Sy 104
Otherdifferanzell i st e LR eEiay el 1,771
Hyedrabeett deprseiation Nmie differenice s e e B T R V- Rl ey 216
R&D Credit b Ao i L T e e T e e Ay 13 -
Ve EE s S B i o 235
intatigible assaty: S AR Bt s IR Ty {18) o : R
Oy iy R e e L R ) BN - 268
Tokal : L S ey v SR 11 {8,583 ot 13,733

The most significant movements relates fo decreases for recognized DTA on tax losses
carryforward (EUR 3.3 million) and for temporary differences on exchange rate
adjustments (EUR 2.6 million) for Specialty Chemicals International ine.
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Unrecognized deferred tax assats

{Eure thousand) 31-Dec-18 31-Dec-1.7
Unrecogrized deferred vak Assets on tax losset carried forward - 47,8596 &0,563
Torkal ) CUTE R 7,806 A, RE3

Certain deferred tax assets have not been recognized because it is not probable that future
taxable profits will be available against which the Group can use the benefit therefrem.

The mast significant impact of unrecognized deferred tax asset for tax losses carry forward
are mainly due to the foliowing components: Cooperatie Reichhold Holdings Netherlands
(EUR 15.0 millfon), Reichhold SAS {EUR 8.8 million] and Polynt Composites France §.4. (EUR
2.2 million).

17, (ther non-current sssets
The breakdown for other non-current assets is as follows:

{Eure thausend) H-Dec-18 F-Decty
Sundry guaranbeE depiaiss i 3,031 2,38%
Diberss S : e o
Siug fron: Marmentive for Srviecnmeial remadistion © - SRR 6,010 5837
Due from honedment VAT 0 T e o SR 2,479 8,542
i fromothars i iam e e e e : 2,873 2,859
Total i SRR e T T 14,493 19,817

The amount “Sundry guarantee deposits” mainly refers to Reichhold LLC2.

The amount “Due from Momentive for environmental remediation” refers to Polynt

Composites USA Inc.’s indemnification for certain environmental remediation costs. Refer
to nete 23 for further details,

The amount “Due from non-current VAT” refers to Reichhald do Brasil Ltda and Beichhold
India Private Limited’s VAT receivables.

LEABILITIES

18  Trade payables

Trade pavyables by region are shown in the following table:

{Euro thoussnd) Hi-Dec-28 Hi-Deenr
Eufope’ i : L A PR 126,007, 117,002
ATericgs i R = B e 58,825 58667
Asla i e e L 32,306 25985
Total trade payables 0T I e 217,332 243,554

Refer to note 38 for the Group’s exposure to credit, exchange rate and interest rate risk
analysis in respect of trade payabies.
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18, Current tax lisbilities
Current tax liabilities are as follows:

{2uro thousand) Bi-Theo-18 F-Deca?
Corporatd tay RRCRR S : 2830 1,827
Tatal S e S : 830 1B2F
20, Other current labilities
Other current fiabilities are as follows:

{Euro thousand) #1-Dec-18 Bl-Deel¥
Serial secdnty gharges L T 2 3541 3,658
Wilhhalsifes on employses/selemplayers 77 0 e T T 2,0%5 2,246
Payables to'supplémentirny forde 0 e T T T T 3521 471
Accried exparises and deferrad insorms o SR s e 3,723 2,954
VAT pyable U e e B i e e T 4,654 3,577
Dther payablel F i et e e T 7,410 4,952
TotelLTlEn e T e T T T PRy

The caption “Social security charges” includes ail the social contributions due and not yet
paid at the reporting dats.

“Aecrued expenses and deferred income” include costs for 2018 which will be paid in the
subsequent year.

21. Employee benefits

Current portion of employee benefits

EAS- 1 Bi-din-17

{Euro thousand} i
Wages and Ealaries payalless ) TN e e T i 456 247
Diber nersomal Spbnses e T Lol e s 3,048 4,341
Emplojes berftefits: e L e s T 20,401 72,508
Tabal Lo e SR s e e e 25,816 27,596

Employee benefits comprise amounts accrued by employees at the reporting date and
not yet paid (remuneration, honus for incentive plans and vacation accrued but not yei
taken).

Non-current portion of emplovee benefits
Liabilities for employee benefits relates to the provisions set up by Polynt Composites
Germany GmbH, Polynt Composites France 5.A., Polynt Composites Kerea Ca. Ltd., Polynt
Composites Norway A.S., Reichhold S.r.l, Reichhold UK Ltd. and post-emplayment
benefits accrued by Polynt S.p.A. determined using actuarial assumptions and recognized
an an accruals basis over the related vesting period.

During the 2018 financial year, the Group granted to some Directors and employees a
fong-term incentive plan ("Phantom Share Cption Plan”) which aliows them to recejve
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extra compensation if both of the following situstions occur: a} that certain events occur
by December 31%, 2026 (i.e. change of control of the ownership of the group, listing on a
regulated market, dishursement of an extraordinary maxi dividend); b) revaluation in
addition to a certain thrashold of the shares of the Parent Company Specialty Chemicals
International Ltd. compared to the reference value per share indicated in the agreements.
The related costs were recorded in the cost of labar,

The changes during the year are as follows:

{Buro thouzand) PI-dk-18 H-ie-17
Opening Balarne 00 R R e e e 18,959 .
Businiess Chimbination &0 i SRR S . 35 480
e e e s e 3,025 2,108
Interesteasty R M s e e e T 205 | 843)
Exchange raie gain/{ioss) SE e SATnie 19 £ 71
Actudnal {gata)flons s DT E s e e T T [ 787} {3,733}
Utilisationy: 0 B L e e e e e i {2,378) {5,950)
Reclassification in cinent emplaves Beiielfia 75 0 T e TR T { 2
Tebal i e Sl 18,043 18,258

independent actuaries caloulated the Group's post-employment benefits.

Below we disclose the assumptions for the significant plans in place for the Group.

The actuarial valuation was based on the changes mada to italian post-employment
benefits by Malian Law no. 296 of December 27" 2006 {the 2007 Finance Act) and
subsequent decrees and regulations issued in early 2007

The main actuarial assumptions applied at the reporting date for the measurement of the
Group’s liability for post-employment benefits are: inflation rate of 1.5%; annual
employee turnover rate of 2.91%: annual probability of requests for advances of 4.0%.
The discount rate applied in 2018 was 1.26%, which is the reporting-date rate of return of
high quality bands with maturity dates approximating those of the Group’s obligations
and which are expressed in the same currency as that in which the benefits are expected
o be paid. The discount rate is the weishted average rate of the Eur Composite AA curve
atyear end.

The main actuarial assumptions applied at the reporting date for the measurement of
Polynt Composites France S.A.s liabiity for past-employment benefits are: discount rate
of 1.5%; future salary growth rate of 2 7%.

The main actuarial assumptions applied at the reporting date for the measurement of
Polynt Composites Korea Co. ttd.'s liability for post-employment benefits are: discount
rate of 3.0%; future salary growth rate of 3.5%,

The mavement in net defined benefit {asset] liability are as follow:
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#efined Beaetic Falr walue of plan Mot defined benefic
Ditigating LEgEES Bubility {ae)
,,,,,, 2015 A% 218
‘Balancer Beginning of the yerr.” TR A8, 7R8 L8855

holiged. i gt or Loss

CREG

Chirrent Sehvice ries ; LEC
Past-Senvite oSty SR 10
UtereitTosts o o CohEE

Tutai s

oy i

rmmded m (}!‘cher c::amwehenshse im:@me

Ramm‘mrmsxntlo:sﬁ zaing: :
feie (gam) a:‘;smg‘ Fm’n

Actuadaly e
ZlEmographieiass umptiongs {-1,024F {5 {1,019
< FinandldCasshimptions 370 12 317
Exrzenenctadjugtﬂeqt e i - -
Returnon plaiassets exﬂ[uca.mgg mtarew (ﬂmme' S 20} 45 { B5}
Effectof 'maverrauta m BRo amge rates o LAnE) 1:177) 18
Tmtaﬁ & ’ 3 {843} {375} { 768)
mh&:r : S e et o
Emploper contrxbmsunc 2 : i Eiy Rl 25 2052 -
Plan pamﬁpants’ :untribut[om ki gy 973
Banefitsipaids CABOOE AL {2,378
‘Balince Frd ofyvésr BREEL IR IS 18,043

22,

Deferred tax liabilities

Deferred tax Hiabilities {"DTL"} on property, plant and equipment are mainly due to the
larger carrying amounts reported for financial reporting purposes versys the tax carrying
value. Deferred tax liahilities on purchase price allocation (“PPA”) are related to the fair
valye adjustment made for property, plant and eguipment as a result of the AMay, 2017
business combination transaction.

They underwent the following changes:

£Eyrg thousint /AZI0NT Bt raia H-Bee-ima
I riies - . A& s 1,453 - (S5, 1,560
PRE allacation (nveitiones prd PRE; 508 (56,398 - S e e -
PPE.erd gsher diftarence = L R6 R5E 2ERE s ity 22838
TOTAL - BEgAS L 4402 [t &Ry 238 §4.535
23.  Current and non-current provisions
The changes in current provisions were as follows:
Enchange
B-Bec-1¥ furease Uerranse rate FL-Den- AR
{Eure thouscnd) diffrance
Provision far ecological clean-tp 1,024 iy Smasy R es) 1,135
Provision for Produet Liability Clair 8800 U S ST 8,300
Provision for sundry sk : 1,213 LA 104) e 1,958
Pravision for Lay OFF £asts 5,911 SLAEL (8 7a) A3 4,266
total:’ 15,548 4,083 { 5,028} 148 15,560

The changes in non-current provisions were as follows:
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Exchangs
Bi-Dec-17 fnerease Derreass rate 3i-Dec-L&

{Eurn thousand} differanre
Provision for selogleal desn-gi o000 19,145 CTBOG (Y 195) 25 18,347
Provision Foragent sk 0 n i 595 i LA {1) 419
Provisién forlogal raperty todgation 295 S R - 295
Provision forsundny risk L ] 12,816 §h 60100 ye 533 17,550
Provistan for ta¥ Gigation - 0 0 ‘ 1041 1 T gEg i ipEng ) 772
Provision forlay Off Costs 0 i 1,353 D (368 346 744
Total oo e 3BI50 § R RRY I amR a%,138

“Provision for Product Liability Claim” refers to a claim brought against the Reichhold SAS
{France} in 2005 by a former customer. The claimant is a French boat manufacturer who
claims damages resulting from an osmosis problem with boats built using resin supplied
by Reichhold SAS. Since the initial onset of the 2005 claim, three expert surveyors have
been appointed by the Commercial Court of La Rochelle and the Poitiers Court of Appeals
to conduct a forensic analysis in order to apportion liability between the claimant and
Reichhold SAS.

Reichhold SAS and the claimant have been in settlernent discussions, and Reichhold SAS

has provided reserves based on its best estimate of the ultimate oblisation for this matter.

Reichhold SAS through Reichhold LLC? has insurance coverage and management believes
that it has satisfied s deductible under the relevant insurance policy. Management
believes that the insurance reimbursement is virtually certain and has recorded a
receivable from its insurer for the full amount of the provision as an insurance claim
receivable in other current assets.

“Provision for Lay Off costs fcurrent)” includes EUR 2,276 related 1o Reichhald LLC2 for
plant shutdown costs and for severance costs, EUR 993 related to Reichhold Industries
Limited {Canada) and EUR 993 related to Reichhold Inc. (Dubai) for severance costs,
“Provision for Lay Off costs (nen-current)” mainly refers to Polynt Composites Brazil Ltda.
for EUR 480 and to Polynt Composites France S.A. for EUR 264 thousand and results from
the reorganization process.

The “Pravision for ecological clean-ups” is broken down as follows:

- EUR 5,972 thousand relating to Polynt Composites USA, Inc., which assumed certain
environmental {iabilities of Momentive subject to limitations {previous owner of
Polynt Composites USA inc.). The expenditures result from known environmental
remediation actions at the subsidiary’s locations in California, Georgia and linois.
The total estimated cost is principally for operating, maintaining, monitoring and
analyzing soil and groundwater wells, soil remediation, project management and
related environmental reporting to various state agencies, costs to expand soil
groundwater wells and any other necessary actions required under varicus
governmental orders. Polynt Composites USA Inc. engaged an environmental
consultant to review the remediation plans. The provision is based upon the present
value of the estimated future cash outflows necessary to complete the remediation,
The discounted amount s expected to be paid over the Jife of the project. Polynt
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Composites USA Inc. was responsible for the first USD 2 million of environmental
remediation costs. Momentive indemnified Polynt Composites USA inc. for 75% of
the environmental remediation costs in excess of USD 2 million and less than Usp &
million. According to the agreement with Momentive and their Hability to cover the
excess expenditure, Polynt Composites USA Inc. has recognized in non-current assets
at 31°" December 2018 a recejvable of USD 5,881 thousand {EUR 6,010 thousand],
The Group considered the credit worthiness of Momentive in assessing the
collectability of this receivable;

- EUR 1,774 thousand relating to Polynt Composites USA, Inc. environmental
remediation costs associated with the U.S. Kansas site acquired as part of the CCP
Composite acquisition from Total SA in December 2015;

EUR 3,366 thousand relating to the subsoil remediztion st the Scanzorosciate,
Cavaglia and San Giovanni Valdarno (ltaly) sites owned by Polynt S.p.A.. These
forecast costs for the soil and subsoil remediation were made on the basis of ltalian
Legislative decree no. 152/06, as amended by Italian Legislative decree no. 4408 and
Nalian Legislative decree no. 128/10. The updated estimate of the cost of cleaning up
contaminated areas of the plant site in Scanzorosciate confirmed the amount
estimated last year;

EUR 2,166 thousand relating to environmental remediation costs estimated for the
U.5. sites of Reichhold 11C2;

- EUR 1,886 thousand relating to environmental remediation costs estimated for the
Taboao site of Palynt Composites Brazil Lida,;

- EUR 822 thousand relating to environmental remediation costs estimated for the
Mogi de Cruzes and Bahia sites of Reichhold do Brazil Ltda,;

- TUR 360 thousand for remediation at the Leek site. An insurance policy covering the
remediation risk had been agreed for this site. it expired In 2013 and was not
renewed as it is no longer necessary. The specific acorual in the consolidated financial
statements is the best estimate of any extra costs,

- EUR 320 thousand relating to environmental remediation costs estimated for the
Canadian sites of Reichhold Industries Inc.;

- EUR 200 thousand for ashestos disposal costs at Polynt S.p.A sites, which does not
use asbestos or its derivatives in production activities. However, ashestos is present
in the covers and certain conductors. To this end, the company engaged a third party
expert 1o map out the asbestos at its production sites. This mainly covers the
indystrial plants in Scanzorosciate, since there is only an immaterial amount, if any,
of asbestos at the other sites;

- other provisions in relation to other minor amounts related to other Group
Companies.

Based on information available at the reporting date, it is not known when these costs
will be incurred. Accordingly, the Group cannot calculate the effact of the time value of
money therean.
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The "Provision for agent risks” includes Lhe accruals made for contingent liabilities arising
from the termination of current agency cantracts, determined based on the ruling
legislation for such contracts.

The “Provision for local property tox litigation” refers to Folynt S.p.A’s ongoing tax
litigation on jocal property tax {1CI/IMU) for San Giovanni Valdarno area.

The “Provision for sundry risks” inciudes EUR 9,170 thousand related to Reichhold
Holdings International B.V, (thereafter “RHI"), it represents management’s best estimate
of the Company’s ultimate obligation relsted 0 the Pension Benefil Guaranty
Corporation (“PBGC”) claim. In Matrch 2015, the PBGC asserted claims against most of the
nen-US Reichhold subsidiaries totaling USD 118,798 thousand resulting from the
termination of the Reichhold, Inc, pension plan and alieged pension plan liahilities.
Reichhold, inc. was the predecessor US operating company in the Reichhold group that
filed Chapter 11 reorganization proceedings on September 30%, 2014, On April 1%, 2015
the eperating assets of Reichhold, Inc. were purchased by the Reichhold group but the
obligation for the pension plan was not assumed by the Reichhold group. The pension
plan was terminated by agreement between the PBGC and Reichhold, Inc. dated February
251 2015, making the PRGC the statutory trustee of the pension plan. In connection with
its claim, the PBGC filed liens in the District of Columbia in the ameount of UsD 22,560
thousand against the assets of certain of RHPs subsidlaries. In May 2015, Reichhold
offered the PBGC a 15-year note in the amount of USD 6,000 thousarnd 1o settle their
claim, but such offer was not sccepted by the PBGC. Discussions are ongoing hetween the
Group’s managemsnt and the PRGC regarding the claim.

included in the “Provision for sundry risks” is a charge for an onerous lease associated
with the former Reichhold 115, headquarters site totaling € 5,586 thousand, which will he

released on the remaining contractual period ended in 2025,

The “Provision for tax litigation” mainly refers to Polynt Composites Spain S.L., Reichhold
do Brasil Ltda. and Polynt S.p.A. accruals for ongeing tax litigations.

24,  Net financial indebtednass
Net financial indebtedness is detailed in the table below:

{Euro thousand} H-Dwe-18 32:Dee-17
Sashiand sagh eguivalants oo B e S 157,578 91534
Other finaricral pevalel ot ST e R B e e i T e 7,584 7415
Cusrent financlal tidebtednass T T e LT {65,213} { 54,245)
Wet'short term Hnandal indebtedness o0 e 98,347 45,705
Long-term financial indebtedness L0 Tl CET N { 547,808) { 354,509
Toral het inancial indebiedners : L T { 447.861) { 508,804

The current financial indebtedness refers to:

- ordinary bank current account overdrafts of EUR 21,843 thousand (EUR 13,009
theusand at December 31%, 2017);
loans of EUR 43,370 thousand (EUR 41,236 thousand at December 31, 2017).
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Total short-term financial indehtedness s detailed as follows {amounts helow refer to the
amounts outstanding at the relevant date):

EiDec-14 21-Dee-17

{8uzr thousand] LAy explry dete O exphy date
ROF Loai {RuR ety i e S R L S 31,874 2001
BCF Loan [USD panj i R L R : - 20,149
Banca Fopola e el Sonpie L e 'PdYﬁ'.’:-p;k i S 4431 33/12/19 2,722 BYjialis
Kotak fighbndra Hani L0 i it R Retelnok InHiE riegie Yiies T 2071 3&mRie 3AM IR
LarlpBig - e DA SR SRR 2000 31440410 .
Baiibo fesitt G e 997 10/16/18 9B IOYIGAR
Gibers inatoraldebiseatipy i R SDA e e LT AT 403 piji/ie
Hifesesial T e TR T e 186 3y i f
Medic Ciedng Cenifsles - i e SR 133 oy 133 gafRiu
Banes Popolire st iilang b e HEPRRRL G ey : - 2307 14/
e - rolimt Chéfmcal TEhar wwi,;;‘,'m; 987 OS/0SARF Of 13 1M04I8
e T polit i e el Co 567 R4 31339 2m/4/aR
OB R R e PRl et EhEngehai Colled, s - 834 IR/03/18
Findadiig seapeg ot i b SLiReiibhld Lo d s s Y 11 g
ROt ion Now Cekiied ters L T e R e 792 581
GG Yuar | Fuke pare)] UEedied inmsiast e e T kit 502
50 Loan {US0 ary S acemied intdRi T L T R e 734 594
Tobal T R T P ; 4337 43,286
Bankclrestoveldbaiis RS s s e 31,B43 13008
Total shert term fnancial Y PR S i G 55,713 54,245

The existing Super Senior Bevolving Facility Agreement provides for a Revolving Cradit
Facility (the “RCF”) yp to the amount of EUR 60 million. The RCE is a multicurrency facility
available to various subsidiaries of the Company both as loans and letters of credit, The
Group’s outstanding barrewings as of December 31, 2018 were exclusively denominated
both in EUR, with autstanding borrowings equal to 31.8 million EUR. Inferest on the RCF
borrowings accrues at a rate equal to the relevant EURIBOR ar LIROR rate flocred to 0.0%
pluz & margin. The RCF lerminates on May 17% 2023, All barrowings under the RCF are
guaranteed by most of the Company's subsidiaries and are secured by the equity and
certain assets of those subsidiaries, The RCF contains cu stomary affirmative and negative
covenants. The RCF also contains @ “springing financial covenant” requiring the
consolidated Group to maintain a net leverage ratio of super senior indebtedness to
EBITDA, as defined in the RCF agreement, of 0.75:1 or less. The springing financial
covenant is tested only when the aggregate amount of alt outstanding loans at the end of
the relevant quarter is equal to or greater than 35% of the totai amount of commitments
under the facility and any breach would act as a draw stop to new borrowings only, As of
December 31%, 2018, the Group was in compliance with all covenants of the RCE,

On September 29% 2017 an ABL Facility {the “ABL"} in the amount of USD 58.6 million
was entered into with Wells Fargo. The fine is available as loans and letters of credit to
Polynt Composites USA, Inc. and, with a sublimit of USD 20 million, to Polynt Composites
Canada, Inc.. As of December 31%, 2018 na ABL borrowings were outstanding. The
original borrawings thereunder were used to redeem Notes and prepay Loans on a pro
rata basis, as permitted under the Agreement and the indenture. Interest on the ABL
horrowings accrues at a rate equal to the relevant base rate plus a margin. The ABL
terminates on September 29, 2022, All horrowings under the ABL are secured by
pledges over trade receivables and inventory of the horrowers thereunder. The ABL
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contains customary affirmative and negative covenants. As of December 31%% 2018, the
patties thereto were jn comphiance with all covenants of the AL,

Non-current financial indebtedness refates to non-current loans as follows:

21-BRe-18 210017

{Eure theutand) TR sHplry date 060 iy date
G50 ot (Eare pany - : 205,745 35/05/24 205,413 3540534
BV embdded deribative St todn {Eud vart) 5,041 4836
Fibaigiol axgenss fapitalizert o Lean (B0 par { 4,760} { 5 484}
G50 an Nuhes T e : 176,351  i5/0%izs 178,877  4Bfonfag
PYpmbadded denative on Kalian Nor: 3,320 4,330
Firisibial i Lapitsiized o faiis $5,185) { 6561}
SEOT AR (UST payg sk : & 159430 I5ME/24 /1230 15/05/2%
FirReial xpenses caplmlizan on Laa s (UL parn 0 f f 1ozl { £3,584
CRtigaR - : e e 7500 2slnelia .
Barea Popolaie @ Semine it S ol S A i 4638 31/10/m 7339 a0l
Banes Biesied T e CPalnE S T 3032 1o00/2 8015 a0
Medic Credite Cantrale SO Polyriy s ol 540 QRA2/23 SV 033733
Others Anadictal debts leastiig) "0 T I BT R 800 011210 500 O%/1/30
Fidi TobkipE S i Pelyit Bps . 372 33M0f1 558 31M04
Welly FarEn : : . ' P Cormpiteies Canada ™ - 1,608 Eli sl
Wells Fatge S it Cinmicdines gt ing - 20535 30709422
e ek ek Yeaing) Keichioid [0 18 18
Grehtirs Tins el delnd 5 it s i 453 388
Toval Wing term fisendial fidebrednass 547,808 854 548

In connection with the May 17, 2017 merger and refinancing, the Company and other
affiliates entered into, inter alios, the following agreements:

A Fadility Agreement (the “Agreement”} with various subsidiaries of the Group as

borrowers and guarantors and various Fnancial institutions, all of which were
unrelated to the Company, as lenders. The Agreement provided for the issuance of
EUR senior loans {the “GSO Loan - FUR part”) totaling EUR 229.9 million and far the
issuance of USD senior loans {the “GS0 Loan - USD part”) totaling USD 199.2 milfion.
EUR loans bear interest at a rate equal to the 3-month EURIBOR floored 1o 0.50% plus
a margin, with interest reset and payahle quarterly. USD leans bear interest at a rate
equal to the 3-month LIBOR floored to 1.00% plus a margin, with interest reset and
payable quarterly.

frue to the EURIBOR and LIBOR rates being floored, management has determined the
existence of an embedded derivative whose value has been assessed and separated
from the host loan agreement in order for it to be accounted for separately, as if it
was a stand-alone derivative. Changes over time in the value of the embedded
derivative are recognized in the Consofidated Staternent of Profit or lLass and CGther
Comprehensive Income.

The falr value of the embedded interest rate floor as of December 31%, 2018 was
equal to EUR 5.0 million. The change in the fair value occurred in 2018, equal to FUIR
1.1 million, is recognized In the Profit and Loss as financiz! loss, The up-front one-off
borrowing costs incurred upon the issuance of EUR and USD Loans have been
capltalized and are amortized over the life of the loans with the amortization of such
capitalized costs recognized in the Profit and Loss as 3 financial expense,
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Both the EUR and the USD loans mature on May 15% 3024 with annual mandatory
prepayments equal to a portion of consolidated excess cash flow f{the “ECF”) as
defined in the Agreement to occur beginning in 2019. Additionally, voluntary
prepayments are allowed, provided that all loans outstanding under the Agreement
are prepaid on & pro-rata basis. In Oclober 2017 the Group elected to prepay a
portion of the loans by entering an ABL Facility in the USA and applying the proceeds
arising from the initial borrowings thereunder to the pro-rata prepayment of an
aggregate amount such that the Group's total remaining outstanding loans under the
Agreement as of December 31, 2017 was USD 182.6 million and EUR 210.6 million,
No additional prepayments occurred in 2018. The Agreement contains customary
affirmative and negative covenants. As of December 31%, 2018, the Group was in
eompliance with all covenants of the Agreement.

An indenture, with Polynt S.p.A. and Polimeri Spectali Holding S.p.A. (“PSH”) as
issuers and guarantors of EUR senior floating rate notes {the “GS0 Italian Notes”) and
several subsidiaries of the Group as guarantors thereof. The Naotes were purchased
by various financial institutions, all of which were uprelated to the Company. Polynt
=.p.A. issued Notes totaling EUR 139.1 miflion whereas PSH issued Notes totaling EUR
57.9 million. The Notes bear interest at a rate equal to the 3-month EURIBOR foored
to 0.50% plus a margin, with interest reset and payable guartarly.

As commented on with respact to FUR Loans, due to the EURIBOR rate being floored,
management has determined the existence of an embedded derivative whose value
has been assessed amd separated from the host indenture in order for & to be
accounted for separately, as if it was a stand-alone derivative. The fair value of the
embedded interest rate floor as of December 31% 2018 was equal to EUR 4.3 miilion.
The change in the fair yalue occurred 2018, equal to FUR 1.0 million, is recognized in
the Profit and Loss as financial loss. The up-frant one-off borrowing costs incurred
upon the issuance of Notes have been capitalized and are amortized aver the life of
the loans with the amortization of such capitalized costs recognized in the Profit and
toss as a financial expense.

The Notes mature on May 15", 2024 with annual mandatory prepayments equal to a
portion of ECF to occur, as defined in the Indenture, beginning in 2019, Additionally,
voluntary prepayments are allowed, provided that the Notes outstardding sre prepaid
on @ pro rata basis between themselves and with the outstanding loans under the
Agreement. In October 2017 the Group elected to prepay a portion of the loans by
entering an ABL Facility in the USA (described above} and applying the proceeds
arising from the Initial borrowings thereunder to the pro-rata prepayment of an
aggregate amount such that the total remaining outstanding Notes as of December
31%, 2017 was EUR 180.5 million. Pursuant to the merger of PSH into Polynt S.p.A. in

November 2018 the Notes originally issued by the former were assumed by the latter.

No prepayments occurred in 2018, The Indenture provides for the same customary
affirmative and negative covenants as those provided under the Agreement, As of
December 31%%, 2018, the Group was in compliance with all covenants of the
Indenture.
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Note 38 gives information about the Group’s exposure to credit risk, currency risk and
interest rate risk in respect of other financial assets and liabilities.

Cash and cash eguivalents are as follows:

{Euro thousand) 3R-Dige-48 BE-Bme-17
Cash orhand 42 1,254
Bank and mstal acmunts 157,534 a1,280
Tetal 157,576 92,588

Note 38 gives information about the Group's exposure te credit risk, currency risk and

interest rate risk related to trade pavables,

25. Egulty
Share capital

Share capital is composed of the share capital of Specialty Chemicals international B Mt

consists of 104 shares of USD 0.01 each {fully paid).

Heservesg
Reseryes are as follows:

{£urothousand) 3 Dec-18 #1-Dee-XF
Tranitabion Revemve ; : {10,487 (2,12Q)
Shigrd Brembme: ’%ssaw& - 61,172 BB, 385
Retaiped saminge 27,581 {8,693}
O Fearig - 2,207 3,752
Tatal i S 410,463 979,307
26. Commilments
The breakdown of commitments are as follows:
Sureties ond guarantees given to third porties in the Gr:zu;:x s mtere&r 31-Dec-18 33-Der-17
“the Region'of Lombardis for waste: iricinerators i : 635 FER)
“the, Muricipal’ ;iutherrt fais! uf&aanzamscxate s 258 250
“stpplieds 0 Sl i 48 48
- the Municipai Authcss"zt;es crf Sar; G;wanm 22 23
“Thitors auihorties Lo 1,000 250
Rentcontrastof mrdnd ft)rkhft cnntact 230
Others o i : : 543 143
Expansion R@actor End;a 108
Tokal 2,888 1686

We refer to note 37 for guarantees issued by Polynt S.p.A. on behalf of Group subsidiaries.

01.09.2020 kI 21:16 Brgnngysundregistrene

Side 97 av 113



Brgnngysundregistrene Arsregnskap regnskapsaret 2018 for 978680860

Specialty Chemicals International B.V. - Annual Report 3018 | 77

Consolidated Statement of profit or loss and other comprehensive income
The December 315t 2018 and December 315t 2017 operating results and financial position
of the combined group are not comparabie since they cover twelve months and seven
months respectively due to the control date of the new Group of May 2017,

Z7. Revenue
Revenue by regional segment is as follows:

{Eurc thourand) 418 2017
Eurepeo : S : . 877455 332,734
Americaz T I LT o e e T 876,673 503,141
e SR T 235902 140,057
Tatal e e T S 209,078 3,165,872
28.  Raw materials, consumables and supplies
Caosts of raw materials, consumables and supplies are as follows:

{Eurg thousand) 2018 2017
‘Raw matenale i e R LALLM FO5 536
Consymables'and stipplies - 00 e o e TR G T 20,585 39,006
Finishet pronticks forresale T T B T s e 44,895 14,384
Pkt T e - = R T 2 378 7,388
Teral e R e 3AEREM 763,853

Raw materials mostly consist of oif derivatives used to produce the Group companies’
goods.

Finished products for resale relate to purchases of products from third parties, which are
held for resale without any additional processing. The Group purchases these products to
meettemporary peaks in customer demand exceeding its available production capacity.

28.  Internal work capitalized under non-current assets

{Euro theusond) ] oy
Maripewar And raterials L L S s i il 1,075 75Q
Catalysts R ; e 2 S - ) o
Total i L T : 1,075 1021

These are costs associate with internally capitalized projects including: REACH reguiation-
refated activities, the design of new plant and improvements fo existing ones, to enhance
performance, and projects creating other intangible assets.

20, Costof services

{Eura thousand} 248 AT
Ervergy T e T s o ] Py B—
ther Servicay I & S R R e T - 195,644 125,388
el T o T : R " 262,159 Py
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“Energy” includes the costs incurred to purchase energy resources (e.g. slectrical energy,

steam, water and natural gas),

Other service costs are detailed befow:

e pioryg
yEure thousand)
Pivduct tranepart ; - L 87,884 49,798
Frodutiion sepyisse T 23,425 21870
WMiainte fant ervives T 73,655 12,830
Consultaniy alieil s legal fers 70 13 267 13,562
Loading dnd dispoéing of wiste 12,067 7,822
{rsurarcs pramitims - 8,418 5,651
Rerriabs=i 5,615 4033
External ITservidas 5653 1,501
Huilding |easps : 3,185 2114
Rarthware and siifware Tenial =07 2,025 867
Commissions’ i o LT 127
“rechiiieal bervices Bati Consilandy i 154 565
‘adverlising CE i Ey 531
rhird pany protesiing E %4
Dthery T 4,247 2,440
Teal 195,544 175,368

Transport and commission costs are related to sales of the Grou p's products,
Production and maintenance service costs are incurred for subcontracted production

and/or handling of products and raw materials and for plant maintenance.

The caption “Others” mainly refers to Polynt Chemical {Changzhou) Co. Ltd. non

recoverable VAT costs.

During 2018 Group spent approximately EUR 6.5 million (EUR 3.5 million during 2017) for
research activities. These research costs include service costs and personnel expense and
were not capitalized as they do not meet the criteria of 1AS 23,

31.  Personnel expense

Personnel expense includes all expenses incurred during the vyear to remunerate
empleyess and for the Group companies directors’ fees, as shown in the foilowing table:

§Eur thousand) s a7
Wegasand sglmios 2 S 365,867 105,308
SOUAT Ser I SRR 31,818 17,488
Aecpuals ferland R hEnE s 5,195 2,863
Hoard of ditew : 1,883 1,025
Other personhal Sxperises 16,238 14,025
Tkl 270,795 140,550

Other personnel expense is as follows:
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{Eure thousand 2ou8 a7
Tratning T 2 | : 558 515
Commgny Canteens i L e s L3758 85
Temporaty EReplayment ; G : G 3,938 1,201
NMadicalcare i 577 424
Haltheare eontbinions LT R R e 5073 5,112
National Bohdaémiployespay i i s e s e T T 113 LE&
incanive plans R Sl i e ey . 2,126
Sundry Sxpehsgs T e R 1,500 2,618
Total L L e e 16,238 14,025
The workforce, broken up by regional segment, is as follows:
Pt 3038 037 057
yamy ahg sverags year enr avergge
Elirepe : L R e 1,636 1,655 1,648 1673
AREHGED - e R 1,35% 3,260 1,791 5,314
B E2 406 410 438
Fatad o i L 3,389 3,321 3,302 3,413
32,  Other operating income/expenses
The breakdown of other operating income is as follows:
LR Pl
(Eurc thousand)
Third party damege raimiborsements : T : S . 1,184 245
Gl on the disposal of Sropery’ plant and seuipient S0 n T e e e 100 3
Siaris Gl : S : 427 57
Brioryser tést recoverias L 17 1,568 1,292
Reledse proviitone 0 18 1,140 783
e R 4416 57
Oihers = B om ey : 3,229 1712
fewit o o T e e e 12,060 4,348

“Prior year cost recoveries” includes adjustments for minor costs incurred in the current
year cormpared to the accruals recognized in the prior year.

“Insurance compensation” mainly refers to Polynt Chemical (Changzhou} and includes the
insurance compensation for the TMA plant accident (EUR 4,324 thousand).

“Others” mainly refers to Polynt 5.p.A. and includes revenues from the sale of REACH
access rights.

Other operating expenses are as follows:
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piiat] 2037
{Euro thausand)}
Non Fecuring tems - : : 8947 & 665
Property ax 5,790 3 AFT
Brovistons For fisks and Fhars s 2,220 [
Bad dabis” s - . 1,567 1,258
industriat gssodiation contibutions drid membsrship fae 571 363
Othet miembarship Foes 7305 R o 383 28
Tax o the consumption of electrizity 265 154
Losses on Praperty, plani and rquipment i 96 145
Cormpersation for damagey : 62 86
Certificates and visas 14 42
Oier changes 3,527 3490
Total ! 25, 12 8433

“Mon-recurring items” are mainly related to restructuring costs arising from plant closures

in Dubai, Canada, USA and Australia,

“Other changes” includes expenses for an oneroys lease agreement associated with the
g P

former Reichhold U.S. headquarters site totaling EUR

5,868 thousand, and expenses

ncurred by Polynt S.0.A. for the renewal of patents and trademarks and tax and duty

expenses incurred by the varicus Group companies.

3%, Amortization, depreciation and impairment losses

The breakdown is as follow:

fata 4 Eivav
{Eure thousend)
Depragintion i e S144Y
Arncriisation 18,583 1062
iFpatient logses 3,610 4,033
Tatal o 74,056 42,55

Reference should be made to notes 12 and 14 on “Property, plant and equipment” and
"Other intangible assets”, respectively, for a specific analysis of depreciation,

amortization and impairment losses.

3. Financlal income
Financial income includes the following:

itk s 2T
{Euro thouscnd)
Foreign currency exchange gaing . 13,361 1,229
Bank and othey iiterss 2,244 1,289
Cash'dis cournt frodi suppliers G310 425
Financial indome on Fair Value deriatives . 3,826
Dthers i nrs T 206 156
Toral 18,478 5,925
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The foreign currency exchange gains mainly refer to exchange rate effect on “GS0 Loan
(Euro part)” of Specialty Chemicals International Inc. and the revaluation of foreign
currency trade receivables and trade payables at the closing date,

35.  Financial expense
Financial expenses are as follows:

ity 2017
{Eura thousand}
Bankiingepast s : e e e 43,972 A6
Forsignenrancy exchangensses i Lt e e e T T 3R 13,732
Cash dlseaint o Aughomars - ; S S : 5,000 1,518
Amiartizanion Sapitilided Mravcial sxparisey 700 5, ddd 5 836
Financial Srpenyy on Fai Val i deiividves 2 T i T T T 84, .
Othes e e T Py, pow
T T - - prgo Pl

“Bank interest” includes interest expense accrued and/or paid on the current and non-
current loans {see note 24).

The foreign currency exchange losses refer tn exchange rate effect on outstanding loans
of some Group subsidiaries and the revaluation of Toreign currency trade receivables and
trade payables at the closing date.

26. Income taxes
Income taxes are as follows:

{Euro thousand) o a
Indorme takes i e i : { 38,5309 { 11,675}
DeferragtaX axpenss i e e e e {2168 {1,548}
DferrE Sincome e e TR S ey 4,561 23,623
‘riot vear TR e R e { 8363 HER)]
Teptghe o e G R Erpaii S § $9.873% 10,367

Reference shouid be made to the notes o “Deferred tax assets” [note 16) and “Deferred
tax fiabilities” {note 22) for details about changes in deferred tax assets and Hahilities.

The reconciliation between the taxes recognized in the combined financial statements
and the theoretical tax charge, determined according to the theoretical tax rate, is as

follow:
(Ewro thousand) s 2047

Frofis/ (i) before tax : S 62,732 § 18,080
Theershical taxchaigs using Parart'eimite o 00 & e as0n  115.683) RE0n 4748
Bttt of tex ratgs i foreign funsditions and ncoms tex Snaiied by components /. . {13,847 {15,420
Effgttof chisgd i tanrates 0 s T e R, - 5,313
Net tax effect for parfusnent ditferended 0t P SR 2393 15,762
changesin astimates related i prior yeam - [ 836) {33)
Incame faxes G aLEr { FTETSR 560 L3ET
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37.  Related party transactions
During the vear share premium contributions totaling EUR 2,787 thousand (EUR 388,385
thousand during 2017) were made by shareholders into the ultimate parent company
Speciality Chemicals international Limited,

Other significant transactions with the parent Speciality Chemicals International Ltd. at

December 315, 2018 are as follow:

- Other financiai assets EUR 7,228 thousand for financial receivahles from Speciality
Chemicals International Ltd. (in Reichheld LLC2), as described in note 15 (EUR 6,901
thousand at December 31%, 2017};

- Other non-current assets EUR 2,886 thousand for financial receivables from Speciality
Chemicals International Ltd. {in Reichhold LLC2), as described in note 17 (EUR 2,755
thousand at December 31%, 2017},

The emcluments, including pension costs as referred to in Section 2:383(1) of the
Netherlands Civil Code, charged in the financial year to the company, its subsidiaries and
cansolidated other companies amounted to EUR 4,936 thousand for top executives of the
Group (EUR 2,563 thousand for the seven-manth period ended December 31 2017).

38.  Financial risks managements

The Group is exposed to the following risks arising from the use of financial instry menis:

- credit risk, in relation to both normal trading transactions with customers and
financing activities;

~  liquidity risk, with particular reference to the availability of financial resources and
access to the credit market and financial instruments in general;

-~ market risk {mainly with respect to interest and currency rates), since the Group
operates worldwide In countries with different currencies and uses financial
instruments that accrue interest.

This section describes the Group's exposure to each of the above risks, its obiectives,
poficies and procedures for managing those risks and the related mes surement methods.
It also comments on the Group’s capital management. The consolidated financial
statements disclose additional quantitative information,

The polictes in place to manage those risks aim to identify and analyze the risks to which
the Group is exposed, establish suitable limits and controls and monitor compliance with
such limits. These policies and the related controls are revised regularly to reflect any
changes in market conditions or the Group’s business activities. Through training sessions,
standards and management policies, the Group is deveioping a regulated and
constructive control environment, in which its employees are aware of their roles and
responsibilities,

The internal audit unit supervises management’s methods for monitoring compliance
with risk management policies and procedures and chacks the adeguacy of the risk
management system in relation to the risks to which the Group is exposed. Ths internal
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audit unit regularly checks risk managament controls and procedures based on its audit
plan, reporting the results to the relevant bodies.

Credit risk
Credit risk is the risk that a customer or counterparty to a financial instrument may
default. It mainly relates to the Group's trade receivables and financial investments.

Trade receivables and other receivahles

The Group's exposure to credit risk principaily depends on its customers’ indivigual
characteristics. The demographical variables of its customer base, including the sector
and country risk, do not have a significant impact on the Grou p's credit risk.

It has a specific internal credit management procedure whereby each new customer's
credit standing is analyzed before any credit faciiities are granted. These analyzes include
third party appraisals, when available. Credit facilities are agreed for each customer and
they may only be exceeded after the approval of the relevant internal bodies depending
on the customers’ exposure. The credit facifities are checked annually and customers that
do not meet the Group’s credit standing criteria may only make purchases against
acvance or guarsntesd payment.

The Group has worked with the majority of its customers for more than four years and
the non-collection of receivables is infrequent. Credit risk monitoring procedures are
based on grouping customers by credit characteristics, geographical location, zector,
ageing, due date and the emdstence of previous financial difficulties. The Group's trade
and other receivables are generally from industriai production companies,

The Group has an allowance for impairment, which reflects estimated losses on trade and
other loans and receivables and non-current financial assets. It mainly comprises
individual impairment losses an significant exposures and callective impairment losses on
groups of similar assets on which losses of unknown amounts have already been incurred,

Guarantees (guarantees not recognized in the statement of financial position}

As of December 31%, 2018, guarantees issued by Polynt 5.p.A. to guarantee obligations

under bilateral credit facilities available to the subsidiaries thereof were as follows;

- EUR 1,000 thousand to intesa Sanpaolo on behalf of Polynt Compasites Germany
GmbH;

- EUR 894 thousand {i.e., GBP 800 thousand at the closing rate) to Intesa Sanpaclo on
behalf of Polynt UK Ltd.;
EUR 10,159 thousand {i.e., CNY 80 million at the closing rate] to Industrial and
Commercial Bank of China on behalf of Polynt Chemical {Changzhou) Co. L.

- EUR 6,349 thousand {i.e., CNY 50 million at the closing rate) to intesa Sanpaolo on
behalf of Polynt Chemical {Changzhou} Co. Ltd.;

- LUR 3,000 thousand to intesa Sanpaolo on behalf of Polynt Composites Poland
$p.70.0..

The obligations under the Agreement, the Indenture and the RCF are guaranteed by
several subsidiaries of the Group incorporated in security jurisdictions and are secured by
the equity and certain assets of those subsidiaries. The secutity package provided by each
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guarantor is consistent with the agreed security principles as set forth by the financing
documents.

In accordance with agreed security principles no member of the Group incorporated
outside of lialy, the United States of America, Canada, the United Kingdom, the
Netherlands, Norway, the Czech Republic and Germany, except for the Reichhold Brazil
Companies, Reichhold Mexico, Reichhold Mauritius Limited and Reichhold Inc., has been
required to provide guarantees or security.

Moreover, no member of the Group has been required to provide any security in respect
of any shares or other ownership interests held in any member of the Group incorporated
outside of a Security Jurisdiction.

Security Jurisdictions are Maly, the United States of America, Canada, the United Kingdom,
the Netherlands, Norway, Germany, Brazil [with respect to the Reichhold Brazil
Companies only), Mexico {with respect to Reichhald Mexico only}, Mauritius (with respect
to Reichhold Mauritius Limited only), Panama {with respect to Reichhold Inc. only} and
the Czech Republic {with respect to Reichhold CZ s.r.o. anly).

Credit risk exposure
The carrying amaount of financial assets is the Group’s maximum exposure to credit risk,
whichr is as follows at year end:

(£ thousand) -Pac-18 33-Bac-17
Lask and cash eguivatents 2w : T e T T T : 157576 92534
Trade recenahles i e e e R : 302,671 314,706
Other Curderu A sers e 29,489 25,542
Othar gl Siserss ORI s e e e T 7,584 7,815

An analysis of the trade receivables by due date atyear end is as follows:

December 317, 2018

Tostd arnmant Rotpasidun | Totslpestdue | Faddue 030 Pustoue A0 Fostdue RS Pasdusegn O w?: 2
MRNS
518,420 Y 10 gRaaz 6,10 %378 4,588
. {1x 745} PCRRIRE & 114 {12,848 o BREY § 308 L
Trade reoyiiabins o I aTL REERBL I5IS R3,386 & i) #4378
Becember 31, 2017
e Toialammunt | Natpasidue | Vot pastdue | Pos dun D30 Pashue JDEH Rastdus 6000 Pamduesgn  TORAURFIZ
(Eurs thoussne} o - e e I -~ L
Xrade re_:&:;’nb(a‘s. 3 327465 R 242850 - BR.81% B L CoS.0a% 1756 e T Bamy
Bac dain yemndiinn - T2T58E L < 132,759 IR 7o R {asa [ 58721
Trade ceceivebins nat BLE P Z2ALESD 73158 . HL.BEE GAFR 3598 3.96T

Changas in the allowance for impairmant on trade receivables du ring the year are set out
below:
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e ABEROUEIRG _ N ihstes i
prnin btapce, ) — 12,755
Avoreals o o ' 2,355
Utilisations . o = - ) 1800
Teensiation cete difforenes ) ] - )
Clesing balsnce : 32549

Based on previous experience, the Group has impaired a spacific part of trade recejvables
on an individual basis because there was objective indications of the risk of a partial ar
total non-collection. The impairment losses are net of estimated recoverable amounts, A
general allowance is established for receivables that are not impaired individually or
provided for specifically bazed on losses incurred over the past five years.

Liguidity risk

Liquidity risk s the risk that the Group may encountsr difficulties in meeting Hs
obligations associated with financial Vabilities. Its policy 1s to ensure that it always has
funds available, as far as possible, to meet its abligations when they fall due in hoth
normal and difficult financial conditions, without incurring excessive costs or risk
damaging its reputation,

The Group's treasury units manage liquidity risk on a centralized basis, Mairdenance of
liqguidity balance js systematically ensured on a daily hasis. The Group's ability to meet its
obligations on a timely and cost-effective basis is ensured through the carefuf checks of
its net financial position, using IT systems that monitor liquidity reguirements on an
ongoing basis.

The Group has implemented policies and processes aimed at optimizing management of
its resources, reducing liguidity risks and, specifically:

- maintaining a suitable level of gvailable liquidity;

- diversifying the systems used to obtain financial resources;

- being continuously and actively present in the capital markets:

- obtaining adequate credit facilities;

- monftoring forecasted financial conditions in relation to its business plans.

The Group believe that the currently-available funds and credit facilities, as well as the
cash flows that will be generated by cperating and financing activities, will enable ths
Group to meet its requirements arising from its investing activities, working capital
management and repayment of payables at their natural maturity dates,

The contractual maturity dates for the financial fiabliities, including the interest to be paid,
are shown in the table below:
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{8re i manr}

Eareying | Comtractunl | 6 months More ehan

AT evths 32 yemrs 28 ys_ms

s Iess SyRar

Mo dervative financist Bakifities

50 Losn {CURD part)

Souns saah finws

SAIERTT

303064

Ry

oAt

EOAEL

AT 6L

21,878

877

7,248

A 7T

PcE T Ehemica | (oF

Pa‘ n&pn X

2078

1,008

g!‘u i S ks,

848

543

Fidi foseans Spr

thers finaricis tocal wbw :

Pr:_yrf p A

5ER
482

Fnanoipg lusgess

TrarE pa gy

47587 -

kL 8o
287132 IEEG o 30REES

TFagal

A7R G £086, 068 BIQGEG 335,881 55408 BE R SIQEGL

The above contractual cash flows are the sum of the repayments expected at the
different dates plus interest calculated on the basis of the forecast interest rates in the

different periods.

The Group’s credit facilities at year end are as follows (the figures below refer to available

amounts):
he gaatives | T et
e Gl B e 2018 v A6 208
FE FoliGE 105D 4T T
RE THE: Ekum?ﬂ : ¥
ROFLoan i SRCE Bwiesies i 8,000 0,00
SRV BRiOTR chihale Do e '>4m5c;. : -
Kertaake) !v,wrv‘rs Bankibl = Ravehhald e Hiate 14 281 2402
“Felis Facda il : gl Compraas VB I 51179 -
Weikd baggoi = Puynie i Cansdda a7
ALY _. SRR e i 32000
‘Bof prapel an dbalaRG 30,200
Uninredit Ba ad"mprzur_ 4,000
Fraia iy : f 3000
TIPS T-nc‘s,\'mn,g. = 15,850
5 i T e 9,165
larss v Somnn ol SR 8,629 .
e Sl S : 19,500 14500
Clars Fa:im S SRl iR : 5000
ezt i FAlg A G 3,008
Migtic Eraciter Sampale CRalynt B Wi B Lo
X : B ey 3 558
SRS G E 35}
S 3,22
PO S A o0
T R A 5 o
el Chadins ‘Ch;mé' ‘. ; 5,055
Inteid Sngale Pyt Chysasal {Chatmbit) G370k, 1 6,34%
Intesa Sa':paolc Futynt Compsiies Befmans GmbH 1,000
Vedkshgn “Polynt Cobics e Sdmmany Sailie 30 30
frtésa 3an < Polynt Camiidiiee: Polantt 5g Tei - 300 3,000
i i Haah Poipnt Campoileet rolind G 2o 3008 3000
N:Hmmml&ank(facmrmga Pelyng Clnipos e Palasid Bpliis iy 1500 A
SNPFAabEE Factar Cipolynt Cmnposkm Paaand!:y,m:z : 2500
Irtesa Sanpagha o ol e 834 454 L 007
RS DR DR, N 73 338 338
BiF, panbay A 0tar R 15,00 T e
B Paitss Potynt CoRpaeRes SN SR 11,008 e Eda]
BEVA CPARE O Spaln B4 1,000 1,060 ¥ 7
Citibark = “Rahynt Carindk ek Yoma Lo L. 3,913
Keb Hans Bark Prlynt Carmpos foes Ko Co Lig 3,130
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Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes In market prices, due to fluctuations in interest rates,
exchange rates or equity instrument prices. The objective of market risk management is
to manage and control the Group's exposure thereto, containing it within acceptabie
levels, while concurrently optimizing returns on investments.

During its ordinary business activities, the Group enters into derivatives and assumes
financial liabifities to manage market risk, in compliance with Group guidelines. The
Group carries out hedging transactions to manage profit volatility.

currency risk
The Group's exposure 1o currency risk refates to sales, purchases, current accounts ang

loans expressed in currencies other than its functional currency {Euro).

With respect to monetary assets and liabilities in foreign currency, the Group ensures that
its net exposure is maintained at an acceptable level, by purchasing or selling, as the case
may be, foreign currency at a spot rate in order to settle the short-term imbalances.
When Group companies incur costs in currencies other than those in which they earp
revenue, fluctuations in exchange rates may affect their operating profits.

currency risk exposures
The Group's expasyre to currency risk is set out below based on the notional amount {in
Eure thousand):

December 315, 2048

ki iwzblas i3 ]
31-din1E Tecde rcelvables  Trade  payables Gross exposure for  Trade receivaila Trade payabdos  Gross suposure for

CUITENGY {EUR} (EUR cyrrensy EL
Bup 0 e Sk g iR 136,970 { 120,738) 16,234
USDE e O e ey SR Ll 865,891 { 62,334) 24,657
PUides i B U B ey ey 1,999 {873 528
e P R 21,683 { 12,485 2,185
GRP ey e SURRTR L wy 9,781 {3,544 5,737
IO R e T e 140 140
SRR e e R D g e e 206 2 204
Alp iy AT ) ST R D) | B ¥ T 4,355 {110} 2,245
KRW i g AT RAE R 14,178 { 10600 3,578
WO e T R T 1,714 {3,434} {3,220
SR AR g g 2,848 3,159 6,007
CZR e R e LT AR T e 33 [ 58) [ 25)
MR e e e e e g 1,956 { 1,960 26
INR e R G e e e e e 9,701 1,364 11,065
BRI g S By e 16,411 { 2,600 13,811
KM L e R AR g a ey e g 7829 (2,152 4,877
DRR iy CARE T g i g 1,096 15 1,311
SEDAnE s g e N 45 - 45
AED R X 1) Yo R B T 1y it 3L 354 {273 81
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December 31%, 2017

WEress exposire for  Trade mosivebles  Toade poysbli Gross exposuce for
a3-dig 37 Trade recaivables  Trade pavables i - peyBil ¥

LUTTRBCY {EUR] jEaiin] zurvency (EURS
g R Ry 189,41677 20898 18,915 338,416 { 120,498} 10,918
ISE e R T a3 e e T g Rey e TR e 110,857 {67.c82) 43,285
e s )] 433 (759) { 326}
SNV S g e e ey g 16,002 {13,557) 2,435
ERp R R e g g 9,455 | 5,008) 4,447
iy ; AR e e i 175 - 171
SEr R A e g T g 6 {30} {4
AUD T T g e e e 4,542 { 335} 4,206
KRVt e eas gy s Ea e T 16,408 (9,783 5,525
NGRS e e e i {3,862 504 {3,458
CADE b e e L R g T 4,356 2,861 7,227
o T (n 23 21
MYRE i UYL e {1,472} 3,022 1,550
IR R g e 5,443 3872 9,415
BRI e g e e g 19,193 {2,708} 16,487
WIRNL e e  e ae 5,245 (%4371 2,832
Sy ".:"1:.545 B ;‘Q‘S 2 =6 a1 249
BEDE AT e e e e i 152 - 163
AR e e i EhLIE 939 (271 668

At Decermber 317, 2018, an ncrease or decrease of 108 in USD currency exposure would
impact profit or loss and equity by (EUR 2,241} thousand and EUR 2,740 thousand,
respectivaly.
At December 31%, 2018, an increase or decrease of 10% in BRL currency exposure would
impact profit or loss and equity by {EUR 1,256} thousand and FUR 1,535 thousand,
respectively.
At December 31%, 2018, an increase or decrease of 10% in INR currency exposure would
impact profit or loss and equity by {EUR 1,006} thousand and FUR 1,230 thousand,
respectively.

The main exchange rates applied to translate the items exprassed in a foreign currency
into Euro in 2018 and 2017 are detailed below:
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2018 3087 il-Ree-18  33-Deci?
Lurrency

S0 S peilar i LR T 1.18 113 115 .20
AU ALt Dollar T R e s e g 158 147 162 159
BRI b e R 4.5 3.61 464 357
Cal:Canadian Dellar f 0 e & 1,53 146 188 1,50
MY - Rerinink 0 : S e 7.81 7.53 7.88 750
L L R L 35.65 2633 25,72 3554
DRK 7 anish krang L : i S R e 7.45 7.44 74T 7.4
HKD  Horg Kérie fadar i D : $.25 B&O B.97 537
N indiin e et R 80.73 7353 78,73 76.81
I et Yer T L Ry SRR eorttyrl B - <. | 12571 17585 358
KRV 5ot Kiren Wgn 0L e S o 128807 1,276.74 137793 3,279,861
YR Rifiggel T S R 476 455 473 435
M Paba gt - 1 L T 271 2133 22.8% 23 85
NOR - Morwegidn kom0 B0 e B et s TR 9.50 %33 295 9.8
PLM Bt s s e o 4.26 426 230 4,18
SGO- SigapereDellar o el PR 159 158 156 L0
SERT Bwedishrone’ B S e L 10.26 9,64 10,25 9.84
AED Dinhiait 5 e S 134 4,15 421 4,40
GBE Found Sieflig R e 0.5 0.58 ) 08T
CHE = Sweins Frang 0 s B e S e 136 111 133 1,57

The Group has forward contracts in place at the reporting date to hedge its USD currency
risk. These contracts provide for the sale of US dollars against Euros at fixed exchange
rates and at established monthly dates. Despite having been entered into for hedging
purposes, these forwards do not meet all conditions required by IFRS & to gualify for
hedge accounting. Accordingly, the fair value gain has been recognized in profit or loss
under financlal income.

Interest rate risk

The Group borrowings with third parties and invests available liquidity in money and
financial market instruments. Flugtuations in market interest rates affect borrowing casts
and returns on the varlous types of loans and investments having therefore an effect on
the armount of the Group's net financial expense as most of its losns ang borrowings bear
floating interest rates.

The bank loans with terms and conditions at Decermnber 31%, 2018 and 2017 are lustrated
in the table below:

AbDecd Bleesa ¥
cumaney o0 ® pavaee  CPTHUE Lotpatcy SaaVaue TR
{Euro i) Moty arneant smaunt
R AT 7024 73367 v i
: EUR 2026 1210
50 Loan iy sh vany o R < EUR 2024 560,364 3
St Lesi{EURO paity : FUR 2018 31,874 wiigr
EUR 701202 5,500
BUR 20532071 7,178
Baten Daste : IR 20122027 46814
Kotk Mahsin Bui Lao 2 Inga Braee Lisaiieg oo R g W1
CBCT A el G {Changzian] Co Ll FLR 2018 1.004
Otheny Fri 3 POl S R SUR  gnrsznem ann
Petiine Creites G - 3 ER 20192023 673
ExtTosvan 3pa B 201832073 ot
DiFens inacki Sal R 452
_Panga Tenol -
) SR 3
inantial indekcatng sy snpgrs § . : . RN L
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Price risk

The Group is partly exposed to other price risk since it purchases oil derivalive commodity
raw materials subject to prices fluctuations. Examples include: butane, orthoxylene,
benzole, styrene and pseudocumene.

The price risk is managed and optimized by the Group centralised procurement function
and policy of having multiple global and regional suppliers for critical raw material.

Capital management

The board’s policy Is to maintain a strong capital base so as to ensure investor, creditor
and market confidence and to sustain future development of the business. Capital
consists of ordinary shares, reserves and retained earnings. The board of directers
monitors return on capital as well as the level of dividends paid to ordinary shareholders,
The board of directors seeks to maintain a balance hetwesn the higher returns that might
be possible with higher levels of borrowings and the advantages and security afforded by
a sound capital position.

39.  Hierarchy levels to measure fair value

IFR% 13 introduces a fair value hierarchy which classifies the inputs used to measure fair

vahie into three levels. This hierarchy gives the highest priority to (unadjusted) quoted

prices in active markets for identical assets and labilities {Ltevel 1 inputs) and the lowest

priority to unobservable inputs {Level 3 inputs]. in some cases, the inputs used to

measure the fair vaiue of an asset or a liability might be categorized within different levels

of the fair value hierarchy. In those cases, the fair value measurement is categorized in its

entirety in the same level of the fair valuye hierarchy as the lowest level input that is

significant 1o the entire measurement,

The three levels are:

- lLewvel 1! quoted prices in active markets for identical assets gr liahilities;

- Level 2: inputs other than quoted prices included within Level 1 that are observable
far the asset or fiability, either directly (as prices) or indirectly (derived from prices);

- lLavel 3: inputs are unobservable inputs for the asset or liability.

The carrying ameunts of the Group's financial assets and liabilities at the reporting dates
approximate their fair values.

The following table shows the carrying amounts with their levels in the fair vaiue
hierarchy. It does not include fair value information for financial assets and financial
liabilitles not measurad at fair value if the carrying amount is a reasonable approximation
of fair value.
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7% Becember T018 Carrylog amaunt Falr vakue

Firancial Financlel  Falr Value -

mwsteat  Gablblesst  hedghg Othar

et AR : Total Level 1 level 2 Laveis

(Bure ther e ) tost cost & Pt Hlabilitas
Financlal assats 5t amartisad comp - . o
Trace and sthér recaivabler 302,843 o 302,571
Caishs i Fatis e lents 2 557 476 : h 157,576
Toia)-ﬂr:a'n:lamm{svaiammzsgg'm,«g Y RBERAT AGEIEF
Finaailat abiNues =t smanteed caat R s . 5
Long terdy 163 : R A “ - (527,458} .
Otier long teiiiiiaans L SEEOS AR 1165821
et = Finaincial o billied e amortigd st ERBRARE M {5ER, D40
Falr Value ~hedging inshrument 3t PUL: S Bt
P itadoed deliidin S e # Gl o) 18,3504
Fosnl Pl Yakic < hbdging iastriment a0 : 12,3503 ot fasa) g f o
Sther Hnancial Lt ey ; i :
Ak Bvirdrafis = i A6E) {21,842)
Fhire bere bask joand = = = WAL970) {42,970 Lo
Finance feus e fahiinios 18 (800}
Tride pavabies to st = e (2171438 (217,332
Total < Dthor rancial habiities - UTBRTAR] B 182 7aR) -
40.  Auditor’s fee
The Group's suditor's fees are detailed as follows:
{Euro thousand} 208 207

MGG firrial stateimeris F substiianias of ihe cormgams - 3,498 2,665
Audit-related resuimn s sandies e S - 076
RELE Y L - 37
Tostgh 2445 3,828
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Significant events of the reporting period ended 31 December 2018

The significant events that occurred during the reporting period ended Derember 31

2018 are the fallawing:

-~ on May 10", 2018 the Shareholders approved the Contribution to the Parent In the
amoint of EUR 2,665 thausand;

- on May 14" 2018 the Shareholders approved the Annual Report as at 315 December
2017;

- inJuly 2018 the Spanish su bsidiary Polynt Iberica S.L. was wound up and closed;
on September 37 2018 at the Board of Directors’ meetings of Polimeri Spectal
Holding S.p.A. and Polynt S5.p.ACand on September 109 2018 at the sharchaolders’
meetings of Polimeri Speciali Holding S.p.A. and Polynt 5.p.A. the reverse merger
pursuant to article 2501-bis of the Italian Civil code of Polimeri Speciali Holding 5.p.A.
into Polynt 5.p.A. was approved. The notarial deed of merger has been executed on
November 14", 2018, while the effective date of the merger shall be November 26%,
2018;
on September 270, 2018, the tiguidation and dissolution of the US subsidiary Polynt
Group Holding Inc. was approved and in November 2018 the liquidation of Polynt
Group Holding Inc. has been complated with the dissolution of the company;

- on December 14™, 2018, the tax audit of the Italian subsidiary Polynt S.p.A. was
closed, The tax audit was started on June &th, 2018 and was carried out by officers of
the local tax inspection unit (“Guardia di Finanza”) and was completed with the
netification of the “Processo Verbale di Constatazione” {the "PVC"). The tax audit
covered tax vear 2016 and, limited 10 some matlers, tax years 2014, 2018 and 2017,
The PVC identified two main findings. one challenging the royalty rate charged hy
Polynt 8 p.A. to related parties in connection with the trademark “Polynt”, as the basis
of a total adjustment to the taxable income of EUR 41.5 million over the period
covered by the tax audit.

The second finding is that a portion of certain costs borne by Polynt 5.p.A. was not
recharged/rebilled to the proper related party as they should have been, such
expenses being allegedly for the benefit of the whole Group. Based on this
presumption the PVC provides for s total adjustment of EUR 3.2 million to the taxable
income for the tax years 2015 and 2016,

Fhese findings have yet to he officially assessed against Polynt 5.p.A. The Group believas

that the findings are legafly groundless and economically disproportionate and will

challenge any adjustment arising therefrom in order to assert its rights and minimize the
consequences for the company and the Group.

Significant events after the reporting period
No significant events accurred after year end closing.

Rotterdam April 29, 2019
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