G\E the only way to say filtration

FILTER Té*gnsvf
i




Summary:

- Management Report

- Consolidated Balance
- Explanatory Notes




Management Report

Financial Satementsasat 31/12/2017

Dear Shareholders,

The Management Report of GVS S.p.A. (hereinafter also called the Company or the Holding Company ) a nd of GVS
Group, is presented as a supplement to both the Financial Statements and Consolidated Financial Statements as of 31
December 2017.

This Management Report aims at informing on the Company’s and GV S Group’s situation, as well as on themanagement
trend both on a global and sector-related levels, even through subsidiaries. This document was drafted in compliance with
the provisions of Art. 2428 of the Italian Civil Code.

Information on the Company

General remarks and facts of particular importance

General Remarks

While the 2016 financial year had been a year of consolidation and integration within the Group of the companies acquired
in previous years, with the aim of improving its corporate profitability, 2017 was a year focused on increasing the volume
of internal and external business of the group. In fact on 28 July 2017 the subsidiary GVS NA Holdings Inc acquired
control of the company 0P Filter Holding Inc and its subsidiaries Kuss Filtration Inc, Kuss Filtration (Europe) Gmbh,
Kuss Filtration Shanghai, IOP Shanghai Filter Co. Ltd and IOP (Brasil) Filtros Ltda (hereinafter also Kuss Group)
specialised in the production of filters for the automotive, motorbike, gardening and agriculture sectors. The acquisition
was financed through the issuance of a 40 million Euro bond loan with a duration of 6 years and the opening of aloan by a
group of banks (BNL, Mediobanca and Unicredit) of 90 million Euros with a duration of 5 years.

After the acquisition, the entire structure of the Company has been involved in the process of integrating the newly
acquired group, with the objective of implementing the Holding Company’s processes and policiesin all the new areas. To
this end, the American company Kuss Filtration Inc, (now GV 'S Filtration inc) was migrated to the operating system used
by the entire GVS group and the migration to a new accounting, administrative/financial system that is more modern and
more suitable for the needs of the Holding Company.

The company 0P (Brasil) Filtros Ltda, has been integrated into our existing business in Brazil (GVS do Brasil Ltda)
through a merger by incorporation, with the objective of reducing the fixed costs related to the presence of two production
sitesin the same market.

The sadles company Kuss Filtration (Europe) Gmbh was also integrated with the GVS companies already present in
Europe, and in the early months of 2018 it was put into liquidation with the aim of optimising the integration of the Kuss
group as soon as possible and reducing fixed costs.

The Chinese companies Kuss Filtration Shanghai, |OP Shanghai Filter Co. Ltd were also the subject of a consolidation
process within the GV'S group, but given the peculiarities of the Chinese market we opted for a broader process that will
result in the complete integration of the latter in our business already present in Suzhou in the second half of 2018, always
with the aim of reducing fixed costs due to the presence of two production sites in the same market.

We also point out that during the year the structure of the GV'S Group in China was simplified through the liquidation of
Chang chun Biology Plastic Co. Ltd.

In summary, during 2017 we continued with the practical application of the strategies defined in recent years, focused on
the one hand on the development of new emerging markets, and on the other on the development of new products and/or
new technological solutions for the growth of the GVS Group’s markets, even by external means, without neglecting the
objective of improving production processes and the Group’s margins.

Management Report
1



GVS SPA Financial Statements as at 31/12/2017

Information on Privacy

It should be noted that Article 45 of Italian Decree-Law 5/2012 has repeal ed the requirement to draw and update the Data
Security Policy (Documento Programmatico sulla Sicurezza - DPS) starting from 2012.

Secondary offices

In compliance with the provisions of Art. 2428 of the Italian Civil Code, GVS S.p.A.’s secondary operdional offices are
listed below:

Logistic Unit GVS3 Zola Predosa
Logistic Unit Matras Zola Predosa

Asfor GVS Group s chart, please refer to the contents of the Explanatory Notes to the consolidated financial statements as
of 31 December 2017.

Management and coordination activities

Pursuant to paragraph 5, of Art. 2497-bis of the Italian Civil Code, we represent that the Company is subject to
management and coordination activity by GVS Group S.p.A. It is hereby attested that there have not been decisions,
influenced by the company that carries out a management and coordination activity, which require mentioning the reasons
and interests which have impacted on the same.

Balance-sheet and financial situation of the Holding Company

For the purpose of a better understanding of the balance sheet and financia situation of the Company, a reclassification
table for the GVS S.p.A. Balance Sheet as of 31 December 2017 is given below with a comparison to the previous period
(in thousands of Euros):

Balance Sheet Assets

Absolute  Change

Item 2017 % 2016 % change %
WORKING CAPITAL 59,987 22.37% 47,210 33.11% 12,777 27.06%
Quick assets 25,818 9.63% 22,732 15.94% 3,086 13.57%
Cash and cash equivalents 25,818 9.63% 22,732 15.94% 3,086 13.57%
Deferred assets 28,276 10.54% 18,299 12.83% 9,977 54.52%
Working capital credits 28,006 10.44% 18,034 12.65% 9,972 55.30%
Accrued income and prepaid expenses 270 0.10% 265 0.19% 5 1.81%
Inventory 5,894 2.20% 6,180 4.33% (286) -4.63%
ASSETS 208,217 77.63% 95,364 66.89% 112,853 118.34%
Intangible assets 2,829 1.05% 2,906 2.04% (77) -2.65%
Tangible assets 17,076 6.37% 14,374 10.08% 2,702 18.80%
Financial fixed assets 188,313 70.21% 78,084 54.77% 110,228 141.17%
M/L term credits of Working capital 0 0.00% 0 0.00% 0 0.00%
TOTAL INVESTMENTS 268,204 100.00% 142,574 100.00% 125,630 88.12%
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Balance Sheet Liabilities

Absolute
% % change

THIRD-PARTY CAPITAL 225,590 84.11% 94,681 66.41% 130,909 138.26%
Current liabilities 57,382 21.39% 41,124 28.84% 16,257 39.53%
Amounts due to banks and financial institutions in the short

term 22,625 8.44% 14,276  10.01% 8,350 58.49%
Short-term trade payables 4,677 1.74% 3,447 2.42% 1,230 35.67%
Payables to Group companies 23,082 8.61% 18,356 12.87% 4,726 25.75%
Down payments to clients 2,048 0.76% 1,661 1.17% 387 23.29%
Amounts due to other lenders in the short term 2,849 1.06% 2,646 1.86% 203 7.69%

Accrued expenses and deferred income 2,100 0.78% 738 0.52% 1,361 184.32%
Consolidated liabilities 168,209 62.72% 53,557 37.56% 114,652 214.07%
M/L-term payables 165,022 61.53% 51,053 35.81% 113,969 223.24%
Provisions for risks and charges 2,246 0.84% 1,539 1.08% 708 45.99%
Severance Indemnity 941 0.35% 965 0.68% (25) -2.58%

SHAREHOLDERS’ EQUITY 42,614 15.89% 47,893 33.59% (5,279) -11.02%
Share capital 1,647 0.61% 1,647 1.16% 0 0.00%

Reserves 37,027 13.81% 39,649 27.81% (2,622) -6.61%
Profit (loss) for the year 3,940 1.47% 6,597 4.63% (2,657) -40.27%
TOTAL SOURCES 268,204 100.00% 142,574 100.00% 125,630 88.12%

Main indicators of the equity and financial situation

On the basis of the above reclassification, the following balance-sheet ratios are calculated:

CONTENTS 2017 2016 Changes
Leverage 3.65 0.74 2.91
Quick ratio (acid test) 2.94 2.68 0.26
Financial charges/Financial debts -2.6% 2.2% -4.7%
EBITDA/I (3.60) 11.5 (15)
Net financial position/EBITDA 13.993 2.639 11.354

Economic situation of the Holding Company

To better understand the result of the operations of the Company, a table for reclassifying the GVS S.p.A. Income
Statement as of 31 December 2017 is given below with a comparison to the previous period (in thousands of Euros):

Management Report 3



GVS SPA Financial Statements as at 31/12/2017

Income Statement

Absolute  Change

change %

VALUE OF PRODUCTION 73,406 100.00% 58,106 100.00% 15,300 26.33%
- Consumption of raw materials 38,757 52.80% 23,168 39.87% 15,589 67.29%
- Overheads 11,681 15.91% 12,674 21.81% (994) -7.84%
ADDED VALUE 22,969 31.29% 22,264 38.32% 705 3.17%
- Cost of personnel 13,802 18.80% 12,033 20.71% 1,769 14.70%
- Provisions 0 0.00% 0 0.00% 0 0.00%
CHARACTERISTIC GROSS OPERATING

MARGIN 9,167 12.49% 10,231 17.61% (1,064) -10.40%
+ Other revenue and income 2,301 3.13% 3,565 6.13% (1,264) -35.45%
- Sundry operating charges 358 0.49% 330 0.57% 28 8.57%
GROSS OPERATING MARGIN (EBITDA) 11,110 15.14% 13,466 23.17% (2,356) -17.49%
Amortisation, depreciation and write-downs 2,726 3.71% 2,437 4.19% 289 11.88%
EARNED INCOME (EBIT) 8,384 11.42% 11,029 18.98% (2,645) -23.98%
+ Financial income 6,271 8.54% 704 1.21% 5,567 790.66%
+ Gains and losses on exchange rates (6,973) -9.50% (797) -1.37% (6,176) 774.50%
- Financial charges (3,181) -4.33% (1,877) -3.23% (1,304) 69.47%
+ Value adjustments of investments 0 0.00% 0 0.00% 0 0.00%
INCOME BEFORE TAX 4,501 6.13% 9,059 15.59% (4,558) -50.31%
- Taxes on income for the year 561 0.76% 2,462 4.24% (1,901) -77.23%
NET INCOME 3,940 5.37% 6,597 11.35% (2,657) -40.27%

Main indicators of the economic situation

On the basis of the above reclassification, the following balance-sheet ratios are calculated:

CONTENTS 2017 2016 % Change
R.O.E. 9.25% 13.77% -4.53%
R.O.S. 11.07% 17.88% -6.81%
R.O.I. 4.23% 13.22% -8.99%

Consolidated balance sheet and financial situation

For the purpose of a better understanding of the balance sheet and financial situation of GVS Group, a reclassification
table for the GVS S.p.A. Consolidated Balance Sheet as of 31 December 2017 is given below with a comparison to the
previous period (in thousands of Euros):
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Asset Balance Sheet

Absolute  Change

Proforma 2017 change %

WORKING CAPITAL 126,834 45.50% 90,376 55.71% 36,458 40.34%
Quick assets 42,388 15.21% 33,244 20.49% 9,144 27.51%
Cash and cash equivalents 42,388 15.21% 33,244 20.49% 9,144 27.51%
Deferred assets 51,520 18.48% 36,029 22.21% 15,491 43.00%
Working capital credits 49,452 17.74% 32,947 20.31% 16,505 50.10%
Financial assets 997 0.36% 2,534 1.56% (1,537) -60.64%
Accrued income and prepaid expenses 1,071 0.38% 548 0.34% 523 95.41%
Inventory 32,926 11.81% 21,103 13.01% 11,823 56.03%
ASSETS 151,932 54.50% 71,863 44.29% 80,070 111.42%
Intangible assets 94,188 33.79% 23,275 14.35% 70,912 304.67%
Tangible assets 54,081 19.40% 40,698 25.09% 13,383 32.88%
Financial fixed assets 3,115 1.12% 7,341 4.52% (4,226) -57.57%
M/L term credits of Working capital 549 0.20% 549 0.34% 0 0.00%

TOTAL INVESTMENTS 278,766 100.00% 162,238 100.00% 116,528 71.83%

Liability Balance Sheet

Absolute  Change

Proforma 2017 change %

THIRD-PARTY CAPITAL 224,406 80.50% 95,578 58.91% 128,828 134.79%
Current liabilities 52,741 18.92% 34,610 21.33% 18,131 52.39%
Amounts due to banks and financial institutions in

the short term 22,722 8.15% 16,376 10.09% 6,346 38.75%
Short-term trade payables 15,993 5.74% 9,066 5.59% 6,928 76.42%
Payables to Parent Companies 131 0.05% 41 0.03% 90 216.64%
Down payments to clients 2,779 1.00% 1,750 1.08% 1,029 58.84%
Amounts due to other lenders in the short term 8,857 3.18% 6,512 4.01% 2,345 36.02%
Accrued expenses and deferred income 2,258 0.81% 866 0.53% 1,392 160.81%
Consolidated liabilities 171,665 61.58% 60,968 37.58% 110,697 181.57%
M/L-term payables 165,219 59.27% 53,681 33.09% 111,538 207.78%
Provisions for risks and charges 4,648 1.67% 5,550 3.42% (901) -16.24%
Severance Indemnity 1,798 0.64% 1,737 1.07% 61 3.50%
SHAREHOLDERS' EQUITY 54,360 19.50% 66,661 41.09% (12,300) -18.45%
Share capital 1,647 0.59% 1,647 1.02% 0) 0.00%
Reserves 35,448 12.72% 41,910 25.83% (6,461) -15.42%
Profit (loss) carried forward 16,502 5.92% 11,192 6.90% 5,310 47.45%
Profit (loss) for the year 763 0.27% 11,913 7.34% (11,150) -93.60%
TOTAL SOURCES 278,766 100.00% 162,239 100.00% 116,528 71.82%

Management Report 5



GVS SPA Financial Statements as at 31/12/2017

Main indicators of the equity and financial situation

On the basis of the above reclassification, the following balance-sheet ratios are calculated:

CONTENTS Proforma 2017 Changes
Leverage 2.61 (0.08) 2.69
Quick ratio (acid test) 1.86 2.04 (0.17)
Financial charges/Financial debts 3.8% 3.3% 0.6%
EBITDA/I 9.56 18.1 (9)
Net financial position/EBITDA 3.12 0.846 2.278

Consolidated economic situation

To better understand the result of the operations of GVS Group, atable for reclassifying the Income Statement of the GVS
S.p.A. Consolidated Financial Statement as of 31 December 2017 is given below with a comparison to the previous period
(in thousands of Euros):

Income Statement

Absolute  Change

Item Proforma 2017 % 2016 % change %

VALUE OF PRODUCTION 207,270 100.00% 141,718 100.00% 65,552 46.25%
- Consumption of raw materials 65,284 31.50% 41,385 29.20% 23,899 57.75%
- Overheads 30,602 14.76% 24,457 17.26% 6,145 25.12%
ADDED VALUE 111,384 53.74% 75,876 53.54% 35,508 46.80%
- Cost of personnel 66,624 32.14% 46,070 32.51% 20,554 44.62%
CHARACTERISTIC GROSS OPERATING

MARGIN 44,760 21.59% 29,806 21.03% 14,954 50.17%
+ Other revenue and income 2,333 1.13% 3,425 2.42% (1,092) -31.88%
- Sundry operating charges 1,681 0.81% 1,049 0.74% 632 60.28%
GROSS OPERATING MARGIN (EBITDA) 45,412 21.91% 32,182 22.71% 13,229 41.11%
Amortisation, depreciation and write-downs 24,880 12.00% 11,658 8.23% 13,222 113.42%
- Provisions 44 0.02% 0 0.00% 44 0.00%
EARNED INCOME (EBIT) 20,487 9.88% 20,525 14.48% 37) -0.18%
+ Financial income 281 0.14% 268 0.19% 14 5.17%
+ Gains and losses on exchange rates (8,344) -4.03% (1,142) -0.81% (7,202) 630.40%
- Financial charges (5,030) -2.43% (2,045) -1.44% (2,985) 145.94%
+ Value adjustments of investments 0 0.00% 0 0.00% 0 0.00%
+ Extraordinary entries (2,988) -1.44% 0 0.00% (2,988) 0.00%
INCOME BEFORE TAX 4,406 2.13% 17,604 12.42% (13,198) -714.97%
- Taxes on income for the year 3,643 1.76% 5,692 4.02% (2,048) -35.99%
NET INCOME 763 0.37% 11,913 8.41% (11,150) -93.60%
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Main indicators of the economic situation

On the basis of the above reclassification, the following balance-sheet ratios are calculated for the consolidated figures:

CONTENTS Proforma 2017 2016 % Change
R.O.E. 1.40% 17.87% -16.47%
R.O.S. 9.77% 14.14% -4.37%
R.O.I. 10.44% 21.86% -11.42%

Other information under art. 2428 of the Italian C.C.

As specifically required under art. 2428 of the Italian Civil Code, some issues are going to be analysed in greater detail
below. 2428 of the Italian Civil Code.

Main risks and uncertainties to which the Company is exposed

Pursuant to and for the purposes of first paragraph, of art. 2428 of the Italian Civil Code, a description of the main risks
and uncertainties to which the Company is exposed is provided below:

Interest raterisk

A changeininterest rates may have significant effects on the increase/decrease of the costs of the loans outstanding.
Thisrisk refersto financial instruments yielding variable rate interest, entered in the balance sheet. The Company s debt is
partially variable rate, therefore it is exposed to the risk of fluctuating interest rates.

Asin the padt, the Holding company has signed contracts to hedge against interest rate changes to mitigate the risk of rate
changes.

Exchangeraterisk

The Company is active on international markets, and therefore it is exposed to the risk of exchange rate fluctuations.

Sale proceeds are generally managed in Euros, or anyway indexed to the Euro. There were no open hedging transactions
for exchange rate risk as of 2017 year end, with the exclusion of a cross currency swap contract based on which the bond
load originally opened in dollars was converted into Euros at a fixed Euro/dollar exchange rate and a fixed interest rate
equal to 5.65 on the nominal Euro value.

Credit risk
The credit risk is the possibility that a debtor causes an economic and financial loss by defaulting his payment obligation.

The Company directly manages commercial risks with its customers. There are no significant concentrations of credit risk
in the Company.
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Liquidity and cash flow risk

The risk is the possibility that the Company is unable to obtain the financial resources needed to ensure continuing
operations, and the fulfilment of the obligations falling due, or that said resources are available at high cost.
To thisend, the Company:

» periodically verifies the expected financial requirements on the basis of its operating needs, in order to act
promptly to find any necessary additional resources;

o takesall necessary stepsto raise them;

»  ensures an adequate balance in terms of maturities, instruments and availability levels.

The Company believes that the credit lines presently available, together with the cash flow to be generated by the current
operations, will allow meeting the financia requirements for investment, management of working capital and repayment of
debts falling due.

Technological risk

Risk of problems related to information systems and information technology, which may lead to communication blocks,
viruses, deletion of computer data. The Company has advanced technologies for data protection. In the Disaster Recovery
Plan prepared internally, we highlighted all the activities to carry out in cases of information emergency.

Main non-financial indicators

Pursuant to the second paragraph of art. 2428 of the Italian Civil Code, for a better understanding of the Company’s
situation, of the trend and result of operations, a few non-financial indicators pertaining to the specific activity of the
Holding Company are provided below.

The following table shows in an explanatory way the key performance indicators pertaining to the execution of orders and
the industrial cycle:

CONTENTS 2017 2016 Target
Customer Delivery Punctuality 89.49% 87.96% 96.50%
Supplier Delivery Punctuality 98.19% 97.68% 97.00%
Inventory Turnover 32 34 36
Supplier Quality 97.76% 99.05% 98.00%
Returns/Sales 0.45% 0.20% 0.20%
No. of Complaints / No. of Shipments 1.42% 1.25% 1.00%

Below are comments to the most significant indicators:
Customer Délivery Punctuality

The standard of the service offered to customers can be rated as good. Compared to the previous year, this indicator
showed adight increase.

Inventory turnover
Throughout 2017 this indicator always remained below the 36-day target, recording a dight improvement over the

previous year.

Environmental information

Environmental objectives and policies, including the measures that have been adopted and the improvements which have
been applied to the business activity, have led GVS Sud Srl and GVS S.p.A. to confirm the 1SO 14001 certification. The
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same procedures adopted by the Holding Company have been exported to its subsidiaries with the purpose of spreading
and consolidating the GV'S Group's environmental praection policy.

Information on the personnel

The following table summarises the main indicators in the human resources area of the Holding Company together with
GVS Sud:

CONTENTS 2017 2016 Target
Staff satisfaction 3.29 3.31 3.3
Absence index 16.38% 16.40% 15.00%

Below is a comment on the indicators:
Staff satisfaction

The survey revealed an encouraging satisfaction level in the Holding company and GV S Sud srl equal to 3.29, in line with
the objective.

Absence index

The absence index is practically in line with last year and remains slightly above the goal .

1) Relations to subsidiary, associated and holding companies

As for the provision under point 2) third paragraph, of art. 2428 of the Italian Civil Code, it is hereby stated that the
Company holds equity investment as reported in the Explanatory Notes, to which you should refer for a closer description.

The control over the Holding Company GV'S S.p.A. moved to GV S Group S.p.A. in 2016. Indeed, in December of 2016 a
merger by incorporation of GV S Corporate SpA (holding) into GVS Group SpA (subsidiary) was finalised, for the purpose
of shorting the chain of control over the GV S Group.

The economic relationships between the Holding Company and GVS Group S.p.A. essentially consist in the activities
carried out under contract to GVS Group for the entire service and support sector.

Its management therefore consists in all administration activities linked to general accounting, finance and human
resources, besides Information Technology functions. The results of these relationships and the ones between GVS S.p.A.
and its subsidiaries and associates are highlighted in the Explanatory Notes and mainly concern the exchange of goods,
provision of services, and the supply and use of financia resources. They are regulated at market conditions, i.e., based on
conditions that would apply between independent parties.

2) Treasury shares

With the minutes of 05/03/2008, the Assembly had resolved to buy treasury shares handed over by a minority shareholder.
A number of 20,036 shares had been purchased, at the price of 618,000 Euros. During 2014, the increase of treasury shares
entered into the balance sheet refer to the purchase of 44,959 shares resolved on 9th July 2013 from a minority
shareholder. The price was agreed between the parties and the transfer was completed with the deed of Notary Carlo Vico
on 19th February 2014 rep. 5998. The increase in treasury shares in the balance sheet as of 31 December 2015 referred to
the purchase of 60,000 shares from minority partner Mandarin Capital Partners and another purchase of 13,000 shares
from a minority partner, corresponding to 0.79% of share capital. The price had been agreed between the parties and the
transfer was completed with the deed of Notary Carlo Vico on 15/01/2015 and 08/07/2015. After these transactions, the
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treasury shares registered in the balance sheet as of 31 December 2017 are 137,995 shares, for a total of 8.36% of GVS
SpA'’s share capital.

Pursuant to Article 2357-ter of the Civil Code, treasury shares were reported as reduction of net equity through the
reporting of the above negative reserve. No transactions involved the reserve during 2017.

Lastly, it is hereby specified that the amount of treasury shares owned by the Holding Company does not exceed the
amount of distributable profits and available reserves as recorded in the latest financial statements approved before the
purchase, as provided in art. 2357 of the Italian Civil Code.

3) Shares/quotas of the parent companies

Pursuant to Art. 2435-bis and Art. 2428, paragraph 2 no. 4 of the Italian Civil Code, it should be noted that as at
31.12.2017, GVS S.p.A. neither bought or sold during 2017 the shares or quotas of the parent companies, not even through
trust companies or nominees.

4) Foreseeable evolution of operations

The budget in 2018 forecasts growth for the Group generalised across all companies of the Group.

After a satisfying final quarter in 2017, 2018 has started in a clearly positive manner. The growth of the first quarter has
been around 47.72% compared to the same period of the previous year (considering that in the first quarter of 2017 sales
did not include the Kuss business) and in line with budgeted revenues, therefore for the moment the direction for reaching
the agreed objectivesis till the right one.

For 2018 it is planned to complete the investment in the Kuss group and to compl ete the integration within the group of the
various companies acquired in America, China, Brazil and Europe. The Group will continue performing the activities
started in 2017 aimed at increasing production capacity and rationalise costs and industrial processes so as to render them
leaner and in aignment with the need for dynamism that distinguishes the GV'S Group.

5) Use of financial instruments relevant for the evaluation of the balance sheet and
financial situation and of the profit and loss result of the financial period.

With reference to the information required by Art. 2428, paragraph 3, no. 6-bis of the Italian Civil Code, the objectives and
the policies of the Company’s financial risk management can be summarised in the hedging of the interest rate and
exchange rate generated from financing transactions, against which during 2014 the Company entered into a contract for
managing and hedging these risks. For more information see the specific paragraph in the explanatory notes.

ZolaPredosa, 16 May 2018

On behalf of the Board of Directors
The Chairman
Ms. GraziaVdentini
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GVS SpA

Registered office: ViaRoma50 ZolaPredosa (BO), Itay
Share Capita 1,650,000 Euros fully paid-up Tax ID: 03636630372
Registered with Bologna AER under no. 305386

*The datarelated to Dec 31, 2017 have been prepared on a pro-forma basis, in which the acquisition of the Kuss Group was brought forward
to 1 January 2017, thus the result of the year include twelve months of activity of the newly acquired group.
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| | | BS - ASSETS | | Dec31,17 || Dec3i, 16
IN EURO THOUSAND ‘
A) DUE FROM SHAREHOLDERS FOR CAPITAL NOT PAID IN
1) Startup and expansion costs 61 99
2) Development costs - -
3) Industrial patents and intellectual property rights 222 227
4) Concessions, licenses, trademarks and similar rights 849 720
5) Goodwill 91.396 20.578
6) Construction in progress and advances 218 17
7) Other intangible assets 1.441 1.635
B.l. INTANGIBLE FIXED ASSETS 94.188 23.275
1) Lands & buildings 15.295 11.556
2) Plants and machinery 20.327 14.579
3) Industrial & Commercial equipment 10.379 10.792
4) Other tangible fissed assets 1.142 944
5) Construction in progress and advances 6.937 2.827
B.1l. TANGIBLE FIXED ASSETS 54.081 40.698
1d bis) Equity investments in others companies 4 4
2d bis) Other long term receivables 407 270
4) Derivatives 2.704 7.067
B.lII. FINANCIAL ASSETS 3.115 7.341
B) TOTAL FIXED ASSETS 151.383 71.314
1) Raw materials, ancillary materials and consumables 13.210 6.075
2) Work in progress and semi-finished goods 4.201 3.564
3) Ordered works in progress 2.786 1.834
4) Finished goods 12.616 9.474
5) Advances 113 156
C.l INVENTORIES 32.926 21.103
1) Trade account receivables 36.128 25.716
4) Receivables from parent company within 12 months 4331 2.213
Receivables from parent company over 12 months 318 318
5 bis) Tax credit 2.788 1.886
5 ter) Deferred tax assets 5.390 2.222
5 quarter) | |Other receivables within 12 month 814 910
Other receivables over 12 months 231 231
c.ll. RECEIVABLES 50.001 33.496
6) Other securities 997 2.534
c.lil. FINANCIAL ASSETS NOT HELD AS FIXED ASSETS 997 2.534
1) Bank and Post office deposits 42.341 33.184
2) Cheques - -
3) Cash and valuables on hand a7 60
c.iv. CASH AT BANK AND ON HAND 42.388 33.244
ATT-C TOTAL CURRENT ASSETS 126.312 90.376
1) Accrued income - -
2) Prepaid expenses 1.071 548
D. ACCRUALS AND PREPAID EXPENSES 1.071 548
TOTAL ASSETS 278.766 162.238




|| BS - EQUITY AND LIABILITIES | | Dec31,17 || Dec3i,16
IN EURO THOUSAND
EQUITY
I Share capital 1.647 1.647
1. Share premium reserve 13.247 13.247
1. Revaluation reserve 3.576 3.576
V. Legal reserve 329 329
V. Statutory Reserve - -
VI. Other reserves -
- Shareholders' payment in capital account 129 129
- Exchange currency gain reserve 927 927
- Translation difference reserve (2.631) 1.206
- Extraordinary reserve 31.054 33.677
VII. Cash flow hedge reserve - -
VIIIL Gain (losses) brought forward 16.502 11.192
IX. Profit/(loss) for period - Group 757 11.907
X. Negative reserve for own share (11.197) (11.197)
EQUITY GROUP 54.341 66.639
X1.2 Minorities share capital and reserve 13 16
XI.1 Profit/(loss) for period - Minorities 6 5
EQUITY GROUP AND MINORITIES 54.360 66.661
LIABILITIES
1) Provision for retirement and similar obligations 1.584 1.529
2) Provisions for taxes, including deferred tax liabilities 1.387 3.811
3) Derivatives - -
4) Other provisions for risks and charges 1.677 210
B. PROVISIONS FOR RISKS AND CHARGES 4.648 5.550
C. STAFF LEAVING INDEMNITY PROVISION 1.798 1.737
1) Bonds within 12 months 3.663
Bonds over 12 months 64.688 32,716
4) Bank overdraft/ borrowing within 12 months 18.748 16.006
Bank overdraft/borrowings over 12 months 100.065 20.187
5) Other financial debt within 12 months 311 370
Other financial debt over 12 months 466 778
6) Advances 2.779 1.750
7) Accounts payables within 12 months 15.993 9.066
11) Payable - parent companies within 12 months 131 41
12) Taxes within 12 months 2.932 2.299
13) Debts vs. Welfare Institutes and social 2.323 1.295
security within 12 months
14) Other debts within 12 months 3.602 2.918
D. PAYABLES 215.702 87.425
1) Accrued expenses 2.258 866
2) Deferred income -
E. ACCRUALS AND DEFERRED INCOME 2.258 866
TOTAL LIABILITIES 224.406 95.578
TOTAL EQUITY AND LIABILITIES 278.766 162.239
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9) For staff 66.624 46.070
9a) Wages and salaries 55.147 38.285
9b) Social security costs 10.832 7.103
9c) Provision for employee 713 657
9d) For pension and similar - -
Ge) Other costs (68) 25
10) Depreciation and impairment 24.880 11.658
10a) Amortization of intangible assets 14.658 5.167
10b) Depreciations of tangible assets 9.910 6.400
10c) Writing-down of tangible/intangible fixed assets - -
10d) Writing-down of receivables included 312 91
in current assets and of liquidity funds
11) Changes in inventories of raw materials, consumables and goods (4.392) (477)
12) Provision for risks 44 -
13) Other provisions - -
14) Other operating expenses 1.681 1.049
CE-B PRODUCTION COSTS 189.116 124.619
Diff between Production Value and Production Costs 20.487 20.525
16 Other financial income 281 268
16a) \from receivables registered in fixed assets - -
16b) \from securities registered in assets - -
16¢) \from securities registered in current asset 239 246
16d) other income than listed above 412 22
17) Interest expenses and other financial charges (5.030) (2.045)
17bis) Gain and losses of foreign exchange (8.344) (1.142)
C FINANCIAL INCOME AND EXPENSES (13.093) (2.920)
18) Revaluation 4.363 555
18d) of derivatives 4.363 555
19) Devaluation (4.363) (555)
19d) of derivatives (4.363) (555)
D VALUE ADJUSTEMNTS ON FINANCIAL ASSETS - -
EXTRAORDINARY ITEMS (2.988) (2.988)
Net Profit before taxes 4.406 17.604
20a) Current taxes (6.440) (6.149)
20b) Deferred taxes 2.796 457
TAXES (3.643) (5.692)
RESULT OF THE PERIOD, INCLUDING MINORITIES 763 11.913
OF WHICH PROFIT/(LOSS) OF MINORITIES FOR THE PERIOD 6 5
OF WHICH PROFIT/(LOSS) OF THE GROUP FOR THE PERIOD 757 11.907







CONSOLIDATED FINANCIAL STATEMENTSASAT
31 DECEMBER 2017

EXPLANATORY NOTES

1) FINANCIAL STATEMENTSLAYOUT AND CONTENTS

The consolidated financid statements as of 31 December 2017 of GVS SpA (hereinafter also called
the Holding ) and its subsidiaries ( GVS Group ) w ere drafted in compliance with the provisions of
section |11 (articles 24 to 43) of L.D. 127/91 supplemented and construed according to the Accounting
Criteriaissued by the Italian Accounting Body ( O.1.C.).

The consolidated financial statements of the GV'S Group as of 31 December 2017 are composed of
Balance sheets, Income statement, Cash flow statement and Explanatory notes and are completed with
the Management Report (prepared jointly for both the financial statements and consolidated financial
statements); they are drafted according to the financial statements of the Holding and its subsidiaries
as at 31 December, drawn up by their respective Directors.

These statements have been duly adjusted in order to meet the requirements of the Italian Civil Code
provided by L.D. no. 127/91 and adjusted to adapt the content to the Holding's accounting criteria.

As concerns the nature of the Company and Group activities and their trends, please refer to the
management report.
These consolidated accounts and explanatory notes are drafted in thousands of Euros.

2) ACTIVITIES

The Group s main business is the production and sal e of plastic filters for the medical and automotive
sectors, testing labs and filters for air applications. The Holding GVS S.p.A. is an indirect subsidiary
of GVS Group S.p.A. whose key figures as of 31st December 2016 are summarised in a specific
section, at the end of these Notes.

3) CONSOLIDATION CRITERIA

Consolidation has followed the global integration method, that completely integrates the assets and
liabilities of the companies within the consolidation area.

The key consolidation policies applied are the following:

The input value of the equity interest purchased by GVS SpA is eliminated by offset against the
relevant Shareholders equity, at the date of first consolidation. Any negative difference is
alocated to Shareholders’ equity item as "Consolichtion reserve". Upon the first consolidation, if
the resulting positive differences cannot be allocated to single items of the consolidated assets,
they are entered in the consolidated balance sheet assets under Goodwill item and depreciated
through 10 periods.



The input value of the equity interest consolidated in companies incorporated by GVS SpA is
eliminated by offset against the relevant Shareholders equity. Any (positive or negative)
differenceis entered under Shareholders’ equity consolidated profit (loss) carried forward item.

The share of Shareholders equity belonging to thid party shareholders of consolidated
subsidiaries is entered in a specific item of Shareholders’ equity called Third party reserves and
capitd , while their share of net result is indicated separately within the consolidated income
statement as Profit/(loss) for the period pertaini ng to third parties .

Payables and receivables among companies included in the consolidation, revenues and charges
for transactions among the same companies as well as significant profit and loss deriving from
transactions made among these companies and concerning equity items are all eliminated.

Dividends received from fully consolidated Companies are eliminated.

The financia statements of the foreign companies and the sub-consolidated GV S North America
are converted into Euros, applying the average exchange rate for the year to all assets and
liabilities existing at the end of the year. Any exchange rate difference resulting from the use of a
different conversion rate compared to the previous period is entered as positive or negative
component of the Shareholders' Equity (reserve for conversion difference). Any exchange rate
difference resulting from the use of a different conversion rate compared to the same period's
income statement is entered as positive or negative component of the Shareholders Equity
(reserve for conversion difference).

The exchange rates used for companies not operating in the Euro area are as follows:

Currency Avg.rate Clos.rate

Brazilian Real 3.6054 3.9729
Argentine Peso 18.7408 22.931
Swiss Franc 11117 1.1702
Chinese Renminbi 7.6290 7.8044
US Dollar (USD) 1.1297 1.1993
Hong Kong Dollar 8.8045 9.372
Japanese Yen (JPY) 126.7112 135.01
Korean Won 1,276.74 1,279.61
Swedish Krona 9.6351 9.8438
Russian Rouble 65.9383 69.392
Turkish Lira 4.1206 4.5464
Romanian Leu 4.5688 4.6585
Pound Sterling 0.8767 0.8872




4) GROUP STRUCTURE

a) Consolidation area

The consolidated financial statements include the statements of the Holding GVS SpA and of its
(directly or indirectly owned) subsidiaries. Following is alist of consolidated operating busi nesses and
their corresponding method of consolidation:

We note that on 28 July 2017 the company GV S NA Holdings Inc acquired control of the company
IOP Filter Holding Inc and its subsidiaries Kuss Filtration Inc, Kuss Filtration (Europe) Gmbh, Kuss
Filtration Shanghai, IOP Shanghai Filter Co. Ltd and IOP (Brasil) Filtros Ltda (hereinafter also Kuss
Group) specialised in the production of filters for the automotive, motorbike, gardening and
agriculture sectors.

We also point out that during the year the structure of the GV'S Group in Brazil was simplified through
the merger by incorporation of IOP (Brasil) Filtros Ltdain GV S do Brasil Ltda, and in China through
the liquidation of Chang chun Biology Plastic Co. Ltd.

b) Group organisation chart

To make Group structure clearer, below is the organisation chart of the GVS Group:



GVS SPA l
GVS SUD GVS do GVs an GVs Segre AB GVS Micro GVS Turkey
SpA B Hm Technology oldings, ussia 100% 100% Filtrazione 100%
100% Suzhou Itd nc 100% 100%
100%

IOP Filter
Holding Inc
100%

GVS
Filtration Inc
100%
A

10P (Eur rope €)
100 /o —
A—

GVS Filter
Techn. UK

5) VALUATION METHODS

The accounting methods and evaluation criteria used in drafting these accounts are compliant with
Civil Code principles as well as the principles set out by Organismo Italiano di Contabilit (OIC). In
lack of such principles, the reference is mostly provided by international accounting standards
(IFRS/IAS), where compatible with the applicable law.

In drafting the consolidated accounts, general principles of clarity, truthfulness and accuracy are

followed, more specificaly:

- the balance sheet items is valued based on the general conservative and accrua concepts, on a
going concern basis, for every single consolidated company belonging to the Group, as well as
keeping into account the substance of atransaction or contract;

- the risks and losses attributable to the period are held into account, even though they came to be
known after the closing of the year;

- the accounts report exclusively the profits made at the date of closing of the year;

- the proceeds and charges attributable to the year are considered regardless of the date in which they
are cashed or paid;

- diverse elementsincluded in single items are evaluated separately;

- some evaluation principles were changed, following the accounting reform, vis- -vis those used in
the previous fiscal year;

- no exceptional events were recorded such to cause the waiver of legal provisions.



The main valuation methods used by the Group to draft the consolidated financial statements and used
as a basis for any adjustment, if necessary, of the consolidated companies' financial statements are the
following:

Intangible assets

Intangible assets are entered at purchase or production cost, including all relevant ancillary expenses.
The same are subjected to direct amortisation for the part reasonably attributable to the period
according to their residual possibility of use.

Amortisation rates are the following:

Start-up and expansion costs 20 %

Development costs 33.33%

Ind.patent rights and intellect.property rights

Authorisations, licences, and similar rights 7% - 20%

Goodwill 5.5% - 10 %

Other intangible assets 20% or duration of
the corresponding
contract

Tangible assets

Tangible assets are entered at purchase cost or production cost, possibly added to the revaluation of
asset value and adjusted according to the corresponding depreciation funds.

Assets held through leasing contracts are entered, with the exceptions specified below, according to
the International accounting criterion IAS 17, as suggested by the National accounting principle no. 17
Consolidated financial statements and shareholder’s equity issued by the Italian Accounting Body

(OIC). Thiscriterion provides for the following:

- tangible assets shall be entered at their normal value, including all accrued depreciation;

- financia debts corresponding to the principal of leasing fees not yet settled shall be entered under
Amounts due to other lenders;

- leasing fees shall be cancelled from the income statement, indicating the refund of the debt
principal part, interest and depreciation for the period, calculated on a period similar to the one
applied to similar assets purchased further to a standard sale contract;

- the value of improvements made to leased assets shall be entered under tangible assets.

The leasing of vehicles and systems for automatic data processing, in any case of insignificant value,
is treated as an operating lease, therefore such contracts are accounted for according to the equity
method, which callsfor the registration of feesin the income statement.

Tangible assets are regularly depreciated in every period, for constant amounts, based on precise
economic and technical coefficients, by homogeneous categories of assets, considering their residual
possibility of use.

It shall be noticed that for the Holding and GV'S Sud, in the first period of asset operation, said
coefficients are applied at 50%. Depreciation is cal culated according to the following rates:

-Land Not depreciated
- Buildings 3%
- Light buildings 10%

10



- Genera plant and machinery 7.5%

- Specific plant and machinery 12.5%
- Moulds and specific equipment 12.5%
- Furniture and fittings 12%
- Electronic office machinery 20%
- Sundry equipment 40%
- Internal transport means and vehicles 20/25%

Maintenance and repair costs are entered in the income statement of the period in which they were
borne; costs for improvements, modernisation, changes involving a considerable increase of the
production capacity or useful life of assets are all capitalised. Funds in capital account (in particular
the ones obtained as per Act no. 488/1992 for building the production unit of GV S Sud srl) are entered
to directly decrease, pro quota, the value of the tangible and intangible assets they refer to. According
to Act no. 266, dated 23rd December 2005, in 2005 GVS Sud Srl has revalued its assets for a net
amount of 3,503 thousand Euros.

Inventory

Raw materials inventory is entered at the lowest value of the following two: purchase cost (calculated
according to Weighted average cost method) or replacement value.

Semi finished and finished products inventory is entered at the lowest value between purchase or
production cost (calculated as the sum of direct and indirect production costs) and the breakup value
one can infer from the market trend.

Moulds being worked on commission are entered at their production cost as at the date of period end;
sale proceeds are meant as received as soon as mould is finished and the customer accepts it, this
moment coincides with the mould flowing into production. Any prepayment/advance received from
customers for moulds not yet finished are entered in the prepayments item, under liabilities.

Any stock of obsolete or ow-moving products is depreciated according to their presumed recovery or
breakup value.

Receivables (including receivables accounted asfinancial fixed assets)

Receivables are recorded in the accounts according to the amortised cost method, considering the time
factor and the assumed realisable value.

More specifically, the initial accounting value is given by the nominal value of the receivable, net of
al premiums, discounts and rebates, including any costs directly attributable to the transaction that
generated the receivable. Transaction costs, any commissions receivable and payable and any
difference between the initial value and the nominal value at term are included in the amortised cost
computation according to the effective interest method.

A suitable provision for bad debts has been instituted due to possible insolvency issues; its consistency
with doubtful positionsis checked periodicaly and, in any case, at the end of every fiscal year, bearing
in mind of all default situations already occurred or deemed likely and general economic conditions,
either by sector or Country.

Cash and cash equivalents
Shown at nominal value, as they represent the presumed realisable value.
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Financial Assetsnot of afixed nature

Working capital assets are entered at the lowest value between the purchase cost and market value at
period end.

Accrualsand Deferrals

Accruas and Deferrals are determined in such a way to attribute to the fiscal year the share of
common costs and revenues to two or more fiscal years, according to the accrual basis for the relevant
transactions.

In particular, accrued assets and liabilities refer to revenues and costs pertaining to the year, but
manifesting in the following year; prepaid and deferred income relate to costs and revenues shown
during the year, but relating to future years.

The value of accrued income and prepaid expenses is adjusted in case at the end of the year the
recoverability conditions that allowed their initial accounting in the previous fiscal years should not be
confirmed.

Treasury shares

Treasury shares are accounted at purchase cost. Pursuant to Article 2357-ter of the Civil Code,
treasury shares are no longer reported in the balance sheet assets (with counter-entry in a net equity
unavailable reserve), though directly as a reduction of net equity through the reporting of a negative
reserve.

Provisionsfor risksand charges

Provisions for risks and charges include the provisions for covering losses and payables of a certain
type, of certain or likely existence, whose amount or due date is unknown at period end. Allocated
amounts correspond to the best estimate based on the available elements at the date the financial
statements are drafted.

The risks for which payables may arise are indicated in the Explanatory notes, with no fund for risks
and charges being provided.

Provision for severance indemnity

The provision for severance indemnity (TFR) is created against the credit accrued for every employee
of the Group’s Italian companies at period end, calculated according to legal requirements and as
provided by the current labour contracts.

Revaluation was cal culated pursuant to applicable law.

Payables

Payables are recorded in the accounts according to the amortised cost method, considering the time
factor. More specifically, the initial accounting value is given by the nominal value of the payable, net
of all transaction costs and premiums, discounts and rebates directly attributable to the transaction that
generated the payable. Transaction costs, any commissions receivable and payable and any difference
between the initial value and the nominal value at term are included in the amortised cost computation
according to the effective interest method.

Evaluation of foreign currency items
Receivables and payables originally denominated in foreign currency and recorded at the historical
exchange ratesin force when they arose are restated at current exchange rates at year end.
12



Current assets and liabilities and long term financia receivables are recorded at the spot exchange rate
in force at year end. Gains and losses arising from the trandation of foreign currency receivables and
payables are credited and debited, respectively, to the income statement under item 17 bis Gains and

losses on exchange rates .

Any net gain arising from the restatement of foreign currency balances at year end exchange rates is
included in the result for the year. Upon approva of the Holding's financia statements and resulting
alocation of the profit/loss, the portion not used to cover any loss for the year is recorded in a non-
distributable reserve until such time asit is realised.

Acknowledgement of costs and revenues

Revenues from sales and purchasing costs are reported at the moment of the transfer of al risks and
benefits connected with ownership; this passage usually occurs respectively at the moment of shipping
or delivery, net of applicable returns, discounts, rebates or premiums. Other revenues and costs
(provision of services, financial services, etc.) are reported according to the accrua criteria.

Derivative contracts

Derivative financial instruments are reported at fair value. Fair value changes are reported in the
income statement or, if the instrument hedges the change in the financial flows expected for another
financial instrument or a scheduled transaction, directly to a positive or negative net equity reserve;
such reserve is recorded in the income statement to the extent and in the time corresponding to the
occurrence or change of cash flows for the hedged instrument or at the occurrence of the transaction
being hedged. In case the fair value at the reference date should be positive, it is therefore reported
under derivative financial assets among financial fixed assets or among the financial assets not of a
fixed nature. In case the fair value should be negative, it is reported under derivative financial
liabilities among the provisions for risks and charges.

The credit/debit positions underlying the foreign exchange hedging contracts, falling within the cases
of simple fair value hedging transactions - being transactions involving instruments having
characteristics similar to those of the hedged item - are adequate for an amount equal to and with
opposite sign to the fair value of the derivative financial instrument.

Taxes

Current taxes are entered based on a prudential interpretation of the prevailing tax regulations in every
country the GV S Group operatesin.

Payable and prepaid deferred taxes, deriving from tax consequences due both to accrua offset
between period results and taxable revenue, and to adjustments made to individual balance sheets to
alow for their consolidation, are recorded.

Guarantees, abligationsand risks
Guarantees and obligations of the Group companies are specified in the explanatory notes.
Therisk that aliability is certain or likely gives rise to allowance to the contingency funds according
to adequacy criteria. The risk that a liability is only possible is described in the Explanatory notes,
with no allowance provided. Distant risks are not considered.
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4) COMMENTSON THE MAIN BALANCE SHEET ITEMS

Balance Sheet

ASSETS
FIXED ASSETS
INTANGIBLE ASSETS

The change in the year is mainly attributabl e to the acquisition of the Kuss group.
Start-up and expansion costs mainly refer to facility and start costs related to the Japanese subsidiary.
Patent rights mainly refer to costs of filing new industrial applications by the Holding company.

Authorisations, licences, trademarks and similar rights include trademarks and licences for use mainly
concerning the Holding for 364 thousand Euros, to the American subsidiaries for 233 thousand Euros,
the Chinese subsidiaries for 68 thousand Euros, and rights purchased by the Brazilian subsidiary for an
amount of 95 thousand Euros.

Other intangible assets refer mainly to the improvements on the goods of third parties related to the
British company and American subsidiaries. In addition, the item includes long-term charges for a net
value of 240 thousand Euros for a new 10-year bond loan, the characteristics of which are better
described in the section regarding debt.

TANGIBLE ASSETS

The change in the year is mainly attributable to the acquisition of the Kuss group, and specificaly the
"Land and Buildings' and "Plants and Machinery" items increased respectively by

4,121 thousand Euros and 7,539 thousand Euros for plants and machinery located in the two plants
owned by Findlay and Bloomer (USA).

The balance of Land and buildings refersto thet wo plantsin Zola Predosa, registered offices of the
Parent Company, bought in lease-back in 2001 for 4,198 thousand Euros (4,735 thousand Euros as of
31 December 2016) and later redeemed.

This item also includes the net value of the buildings owned by GVS Microfiltrazione for 2,437
thousand Euros, by GV S Do Brasil Ltda, amounting to about 839 thousand Euros (793 thousand Euros
as of 31st December 2015) and GVS Sud Srl for about 1,483 thousand Euros, the latter net of the
contribution under Italian Law 488/92 (1,531 thousand Euros as at 31 December 2016). To these must
be added the amount of 1,097 thousand Euros for the building of the Chinese subsidiary GV S Suzhou
(1,246 thousand Euros as at 31 December 2016).

The Plants and machinery item includes 275 thousa nd Euros in plants working within the site of the
subsidiary GV'S Sud Srl; this amount is net of the contribution pursuant to Act 488/92 and includes the
amounts concerning the revaluation made in 2005. As of 31st December 2017, the value of plant and
machinery owned by the subsidiary GVS Do Brasil Ltda, the British subsidiary and the Holding
Company is of approximately 1,462 thousand Euros, 3,309 thousand Euros and 3,886 thousand Euros
respectively.

The Industrial and commercial equipment item incl udes 73 thousand Euros in equipment in use
within the site of the subsidiary GVS Sud Srl, net of the contribution pursuant to Act 488/92, apart
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from the relevant revaluation. This item also includes equipment and dies of the Holding for a total
amount of about 5,895 thousand Euros.

The item Current tangible assets includes manufac turing on a time and material basis (moulds and
equipment) not yet completed at the end of the fiscal year by the Holding for 4,135 thousand Euros.

FINANCIAL FIXED ASSETS

- Other receivables

The item, amounting to 407 thousand Euros, includes guarantee deposits to third parties of the
Holding Company for 56 thousand Euros and guarantee deposits to third parties of the American and
Chinese subsidiaries for 128 thousand Euros and 74 thousand Euros respectively.

- Derivativefinancial instruments

The item, amounting to 2,704 thousand Euros (7,067 thousand Euros at 31 December 2016), refers to
the positive fair value balance for the current derivative contract as at 31 December 2017. Indeed, the
Company entered into a CCS (Cross Currency Swap) derivative financia contract, whose purpose is
to hedge the risk of fair value changes with specific regard to the bond (denominated in US Dollars)
issued over the course of 2014 and described more in detail in the lines of these explanatory notes.

For further details, please refer to the paragraph Derivative financial instruments in these

explanatory notes.

WORKING CAPITAL

INVENTORY
Final stock inventory is summarised in the chart bel ow:

Inventory is not subjected to constraints or other restrictions of title.

The increase in the value of inventoriesis mainly due to the change in the scope of consolidation and
the first consolidation of the Kuss group.

The amount of 2,786 thousand Euros refers to order WIPs, concerning moulds and equipment that will
be sold to customers, mainly from the automotive sector. These are indicated separately from WIPs so
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asto give a better overview and ensure a more correct interpretation of data.

The values are entered net of the relevant provision for obsolescence, which, during the period, has
changed asfollows:

RECEIVABLES

Receivables breakdown is as follows (in thousands of Euros):

Receivables from customers recorded an increase mainly due to the change in the scope of
consolidation and the first consolidation of the Kuss group.

The above-specified trade receivables are entered net of the relevant provision for bad debts, which,
during the period, has changed as follows:
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Receivables breakdown as of 31 December 2017 by geographical areais shown below:

Receivables from holding companies regard for the most part down payments paid to the holding GVS
Group S.p.A for the supply of administrative services and software programmes.

Tax receivables mainly regard the Holding for 870 thousand Euros, GV S Sud Srl for 594 thousand, the
Romanian subsidiary for 131 thousand Euros, the British subsidiary for 257 thousand Euros, and the
American subsidiaries for 238 thousand Euros. The balance is composed mainly of the VAT
receivables and by receivables for requested tax reimbursements or to be compensated in the next
year.

Deferred tax assets mainly refer to 649 thousand Euros for the tax effect related to the adjustment of
the bond loan on the basis of the fair value of the derivative taken out to hedge the exchange rate risk
on that loan, for 1,818 thousand Euros to the tax effect relating to the exchange rate difference from
valuation recorded by the Holding Company and for 1,891 thousand Euros to tax |osses and temporary
differences relating to the American subsidiaries.

The breakdown of other receivables dueis asfollows:

The item other receivables due in more than 12 months includes a receivable for 231 thousand Euros
for asyndicated |oad for the potential enlargement of the facilities of GVS Sud Srl.
17



FINANCIAL ASSETSNOT OF A FIXED NATURE

The value, equal to 997 thousand Euros (2,534 thousand Euros as of 31 December 2016), refers to
GV S do Brasil Ltda and short-term securities and certificates of deposit acquired thanks to temporary
excesses of liquidity.

CASH AND CASH EQUIVALENTS

Thisitem breaks down as follows:

For an understanding of changes in cash equivalents during the period, please refer to the cash flow
statement. The amount includes 1,707 thousand Euros of time deposits.

ACCRUED INCOME AND PREPAID EXPENSES

Thisitem breaks down asfollows:

Accrued income and prepaid expenses increased mainly due to the change in the scope of
consolidation and the first consolidation of the Kuss group.
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LIABILITIES
SHAREHOLDERS EQUITY

Shareholders' equity breaks down as follows:

Negative reservefor own shraes

The negative reserve for own shares item refers to the purchase of 137,995 shares for a stock of 8.36%
of the share capital of GV S SpA. Pursuant to Article 2357-ter of the Civil Code, treasury shares were

reported as reduction of net equity through the reporting of the above negative reserve. No transactions
involved the reserve during 2017.

GV S SpA share capital, fully subscribed and paid-up, includes the following (in Euros):

Shares Number Face value
Ordinary 1,646,834 1EUR
Total Capital in Euros 1,646,834

PROVISIONS FOR RISKS AND CHARGES

The provisions for risks and charges are detailed as follows:
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The Retirement fund refers primarily to the severance indemnity provision for the Holding's Directors.

The provision for taxation, even deferred, refers mainly for 649 thousand Euros to the tax effect on the
positive fair value of the derivative contract of 31 December 2017 and for the remaining part to
deferred taxes deriving from consolidation entries.

The item other provisions increased mainly as a result of the restructuring provision, envisaged at the
acquisition date of the Kuss group and taken into consideration for the purpose of determining the
purchase price of the shares.

EMPLQOY EE SEVERANCE INDEMNITY PROVISION

The amount earmarked for this fund is 4,509 thousand Euros, and represents the debt as of 3lst
December 2017 owed to the employees of the Italian companies belonging to the GVS Group
employed at that date, net of any advance paid and of the credit toward INPS treasury. The fund
changesin 2017 have been as follows:

Withdrawals include severance indemnities paid throughout the year.

The chart below specifies the average number of employees by category and company:

Staff of GV'S Fortune Holding Ltd refers to the Chinese company Yuyao Yibo Medical device fully
20



owned by the Hong Kong holding.

PAYABLES

Payables are entered at their nominal value and their expiry dates are as follows:

BOND DEBT

On 9th January 2014 the Holding issued a bond, as indicated in the minutes of the shareholders
assembly dated 16th December 2013 rep. 8 Notary Camilla Chiusoli undersigned by The Prudential

Insurance Company of America headquartered in Chic ago, for a value of 35,000 thousand USD at a
fixed interest rate of 6.50%. The length of the operation is 10 years, with a three-year grace period.
The payment of the annual coupons regarding the capital will be a constant 5,000 thousand USD,
starting 9 January 2018. The capital debt and the interest to be paid are entirely hedged against
exchange risk for the full duration of the loan via a hedge derivative undersigned with Mediobanca
SpA. The fair value of the derivative as of 31 December 2017 is positive at 2,704 thousand Euros, as
reported in the balance sheet.

Given the complete hedging of the bond in terms of fair value fluctuation risk as a consequence of a
change in exchange rates, the resulting financial debt, expressed in USD, is consistent for an amount
equal and oppositeto the fair value of the derivative financial instrument (by simple hedging).

In addition, on 25 July 2017 the Holding Company issued a new bond for an amount of 40,000
thousand Euros at a variable rate linked to the ratio between the Group’s net financial position and
EBITDA, with a duration of 6 years, subscribed by The Prudential Insurance Company of America.

The payment of the annual coupons regarding the capital will be a constant 8,000 thousand Euros,
starting 25 July 2020.
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AMOUNTSDUE TO BANKS

The balance of amounts due to banks in the short term totals 18,748 thousand Euros, and includes
payables for bank accounts and short-term loans, totally attributable to the Holding Company.

Amounts due to banks over 12 months, equal to 100,065 thousand Euros, refer entirely to the Holding
Company.

Debts to banks break down as follows:

On 26 July 2017 the Holding Company subscribed a new loan for an amount of 90,000 thousand
Euros at a variable rate linked to the ratio between the Group’s net financial position and EBITDA,
with a duration of 5 years. The payment of the annua coupons regarding the capital will be variable
starting 26 July 2018.

For better understanding of the changes incurred in the period, please refer to the cash flow statement.

AMOUNTSDUE TO OTHER LENDERS

Debts towards other lenders break down as follows:

- asoft loan obtained from MIUR (former Ministry of Industry, Commerce and Handicrafts) for
investments aimed at technological innovation, whose residual debt as at 31 December 2017 is
of 258 thousand Euros;

- a soft loan obtained from Simest pursuant to Law 133 for the incorporation of the Japanese
subsidiary, whose residual debt as at 31 December 2017 is of 224 thousand Euros;

- another soft loan obtained from MIUR (former Ministry of Industry, Commerce and
Handicrafts) for investments aimed at technological innovation, whose residual debt as at 31
December 2017 is of 295 thousand Euros;

Following is a summary table of these rel ationships:
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Following is the detail of the Net Financial Position as at 31 December 2017 and the changes occurred
in comparison with the previous fiscal year:

The change in the net financial position is mainly attributable to the purchase of the Kuss group for
which anew bond and a new |oan were subscribed, respectively of 40 and 90 million Euros.

DOWN PAYMENTS

Theincreasein thisitem mainly regards GV S SpA, related to down payments made by customers
during 2017 for moulds and equipment not completed during the fiscal year.

DUE TO PARENT COMPANIES

The item Due to Parent Companies includes payables to GV S Group for 131 thousand Euros, mainly
due to the fact of relying on tax consolidation.

TRADE PAYABLES

Trade payables, equal to 15,993 thousand Euros, refer to supplies of goods and services falling within
the normal scope of business of the Group. Trade payables increased mainly due to the change in the
scope of consolidation and the first consolidation of the Kuss group.
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Trade payables break down as of 31 December 2017 by geographical areais shown in the table below:

TAX PAYABLES

Tax payables regard taxes on earnings to be paid and employee withholding taxes.

PAYABLES TO SOCIAL SECURITY INSTITUTIONS
Payables to these bodies (INPS, INAIL, INPDAI and other social security institutions), equal to 2,323
thousand Euros, refer to the amounts due for social security contributions accrued as of 31 December

2017 and paid in 2018 as required by law, and the deferred contributions due on accrued but unused
leave (of which 787 thousand Euros refer to the Holding company).

OTHER PAYABLES

They break down asfollows:

Payables to employees are the wages of the month of December 2017 as well as deferred wages.
Payables for the acquisition of equity investments recorded as at 31 December 2016 referred to the last
tranche of the payment of the shares of Segre AB, whose payment was regularly made during the year.

ACCRUED EXPENSES AND DEFERRED INCOME

Thisitem breaks down as follows:
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Interest accruals refer mainly to the interest on bonds and the loan obtained during the year following
the acquisition of the Kuss Group, whose six-monthly instalment was paid in January and February
2018.
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INCOME STATEMENT

As previoudy underlined, the 2017 economic data are not comparable with the previous year
following the change in the scope of consolidation and the first consolidation of the Kuss group.

The details of the main items of the 2017 and 2016 income statements are listed bel ow:
VALUE OF PRODUCTION

Thisitem breaks down asfollows:

The geographical breakdown of Revenue from sales and services can be summarised as follows:

Italy 6%
Abroad 94%

COST OF PRODUCTION

Thisitem breaks down as follows:

Production costs increase compared to the previous year primarily due to the acquisition of the Kuss
group.
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COSTS FOR PERSONNEL

Personnel costs increased during the year mainly due to the average increase in employees due to the
acquisition of the Kuss group.

FINANCIAL INCOME AND CHARGES

Thisitem breaks down as follows:

As previoudly highlighted, in 2017, in order to obtain financia funding for the purchase of the Kuss
group, the Holding Company underwrote new loans for approximately 140 million Euros. All this
resulted in anincreasein financial interest and charges.

Theloss on exchange ratesis strictly linked to the fluctuation of the Euro with respect to other
principal currenciesin which the Group conducts its business (British pound, US dollar, Chinese
renminbi). These are mainly unrealised exchange losses on loans between Group companies and the
Holding Company.

VALUE ADJUSTMENTS OF FINANCIAL ASSETSAND LIABILITIES

Thisitem breaks down as follows:

As at 31 December 2017 the hedged element (bond) was adjusted for an amount equal and opposite to
the fair value of the derivative financial instrument and both changes for the year were attributed
depending on the sign under D18d) and D19d) of the Income statement.
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INCOME TAXES

Current taxes (for 6,440 thousand Euros) mainly consist of: IRES and IRAP recorded by GV'S SpA for
2,192 thousand Euros, IRES and IRAP recorded by GVS SUD for 176 thousand Euros, income taxes
on the Chinese companies for 1,368 thousand Euros, revenue taxes of GV S do Brasil for 606 thousand
Euros, income taxes of GV S Filter Technology UK Itd for 643 thousand Euros, and income taxes on
the Japanese subsidiary for 466 thousand Euros. We aso note that the American subsidiaries have
recorded a tax payable amounting to 788 thousand Euros as a result of the reform of the American tax
system. In fact, the reform introduced one-off taxation on income produced abroad by subsidiaries of
American companies in previous tax periods (starting in 1986) and never subjected to taxation in the
United States, as they were never distributed by foreign investee companies. Once this tax has been
paid, the effective distribution of foreign income will no longer be subject to any tax for the recipient
company.

Also for 2017, we agreed to rely on the Italian tax consolidation rule for the holding GVS Group SpA
aswell asthe subsidiaries GVS SpA and GV S Sud.

Deferred tax payable item reported in the income statements can be broken down as follows:

Deferred taxes of GV'S SpA and GVS SUD 1,628
Deferred taxes of Chinese subsidiaries (47)
Deferred taxes of GVS Russia 86
Deferred taxes of GV S Turkey 32
Deferred taxes Kuss Europe GMBH (6)
Deferred taxes of GVS UK Ltd 138
Deferred taxes of GVSKoreaLtd 7
Deferred taxes of American subsidiaries 842
Tax consequences of consolidation entries 115
Total deferred taxes 2,796

The fees payable to Directors and Internal and External Auditors for their function, even in other
Group companies, are the following:

Directors (fees paid) 394 thousand Euros
Directors (all.to loss of office fund - TFM) 55 thousand Euros
Internal Auditors 26 thousand Euros
Supervisory Board 23 thousand Euros
Auditors 218 thousand Euros

DERIVATIVE INSTRUMENTS

During 2014 hedges were established to cover changes in interest and exchange rates related to the
bond. The notional value of 35,000,000.00 USD was covered at afixed rate of 5.65% and an exchange
rate of 1.3646 USD/EUR, both fixed for the full 10 years of the bond. The operation was stipulated
with Mediobanca S.p.A

The fair value of the derivative as of 31 December 2017 is positive at 2,704 thousand Euros, as
reported in the balance sheet assets.
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Pursuant to Art. 2427bis, Paragraph 1, Item 1) of the Civil Code, following are the fair value and
information as to the extent and nature of each financial derivative instrument category underwritten
by the Group, broken down by class and bearing in mind of such aspects as their characteristics and
the purpose of their use (in thousands).

Interest rates and debt securities Exchange rates
. ) . Fair value Fair value
Non listed financial
A Face value Face value
derivatives
Pos. Neg Pos. Neg
CCs 35,000 USD | 2,704 EUR

The hedging transactions reported in the above table exclusively concern ordinary, non speculative
hedging management operations as described also in the relevant section of the Management Report,
which is available for further information.

TRANSACTIONSWITH RELATED PARTIES

During the financial period, transactions with related parties took place (without taking into
consideration transactions between companies that are within the consolidation perimeter and removed
from the consolidated financial statements); these mainly refer to services provided by the Holding
company GVS Group SpA and regulated by contracts executed under normal market conditions. The
table below provides an overview of payables and receivables due to/from the parent companies of the
GV S Group:

Holding companies Receivables Payables
GVS Group 4,291 132
Total 4,564 132

The table below indicates the costs and revenues due to/from the parent companies of the GV S Group:

Holding companies Costs Revenues
GVS Group 3,563 72
Total 3,563 72

Costs for approximately 3,563 thousand Euros refer mainly to contracts for the provision of services
by the Holding company Gvs Group SpA as described above. It is also noted that during the year GVS
S.p.A. distributed dividends to GV S Group S.p.A. for atotal amount of 9,219 thousand Euros.

No other significant transactions with related parties are reported.
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OFF BALANCE SHEET TRANSACTIONS

During the year, no agreement was entered into that has not been entered into the balance sheet.

COMMITMENTS, COLLATERALS AND POTENTIAL LIABILITIESNOT REPORTED IN THE
BALANCE SHEET

The Holding Company has been granted guarantees and securities from Credit Institutions for a tota
amount of 287 thousand Euros for Simest, from Unicredit.

MANAGEMENT AND COORDINATION ACTIVITIES

Further to company reorganisation carried out during 2016, the Company is directly controlled by
GVS Group S.p.A., headquartered in via Roma, 50, Zola Predosa (BO), Italy. The relationships with
the Holding company consist in the coordination activities of the same and in the performance of:
administrative, financial, staff management and information technology services. Services supplied in
2017, for an amount of 3,551 thousand Euros, have been charged at market prices (arm’s length), in
accordance with the agreements entered into by the two companies.

The chart below specifies the key figures of the latest baance sheet of GVS Group S.p.A; more
specifically, the balance sheet closed as at 31 December 2016 (in units of Euro).

ASSETS

Fixed assets 43.186.035
Working capital 12,557,022
Accrued income and prepaid expenses 22,604
Total Assets 55,765,661
LIABILITIES
Shareholders’ equity, net of period result 12,624,882
Employee severance indemnity 313,612
Payables 42,528,162
Accrued expenses and deferred income 1,003,833
Profit for the financial period (704,851)
Total Liabilities 55,765,661
Income statement:

Value of production 3,259,407
- Cost of production (3,013,449)
- Financial income and charges (1,250,136)
- Income tax 299,327
Loss for the financial period (704,851) |

Key figures of the holding GV'S Group SpA indicated in the overview chart, as required by art. 2497-
bis of the Italian Civil Code, have been taken from the corresponding financia statements for the
period closed as at 31 December 2016. To better understand the whole economic and financia
standing of GVS Group SPA (Holding) as at 31 December 2016, as well as the economic result
obtained by the company in the period closed at that date, please refer to the financia statements
available in the forms and places required by law.
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EVENTS FOLLOWING THE END OF THE FISCAL YEAR

With reference to item 22-quater of Art. 2427 of the Civil Code, as concerns the reporting of major
occurrences taking place after the end of the fiscal year, which materially affected the equity, financia
and economic trend, thisisto specify that on 3 January 2018 the subsidiary company GV S SpA
decided to pay dividends to the holding company GV'S Group SpA for an overall amount of about
5,005 thousand Euros.

In addition, we note that with effect from 1 January 2018 the real estate |ocated in Zola Predosa
(Bologna) owned by GVS S.p.A. was demerged. The beneficiary of the demerger was GV S Real
Estate S.r.l., anewly established company directly controlled by GVS Group S.p.A. The effect of the
salewill result in areduction in the consolidated shareholders’ equity of approximately 4,000 thousand
Euros. Subsequently, the sharesheld by GVS S.p.A. against GV S Real Estate Sir.l., following the
demerger were sold to GVS Group S.p.A.

Furthermore, with effect from 1 January 2018, GV S Group S.p.A. transferred the business unit to GVS
S.p.A., resulting in an increase in the consolidated shareholders’ equity of approximately 68 thousand
Euros.

OTHER INFORMATION REQUIRED BY SPECIFIC LAW PROVISIONS

Pursuant to art. 10 of Act no. 72 dated 19 March 1983, a suitable chart (annex A) indicates the assets
still included in the equity, which in the past underwent revaluation and the corresponding amount. In
the past, no exception was made to the statutory assessment criteria provided by art. 2425, in its
wording in force before the amendment introduced by L egislative Decree no. 127/91.

These Financial Statements reflect the contents of the accounting records and provide a true and fair
view of the company standing.

There were no particular events following the end of the fiscal year that should be reported in addition
to what has already been outlined in the previous items and in the management report.

Zola Predosa, 16 May 2018
For the Board of Directors of GV S SpA
The Chairman
Ms. Grazia Valentini
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OVERVIEW OF REVALUATIONS Annex A

During 2017 no revaluation has been made, the initial balance therefore corresponds to the final balance as of 31.12.2017.

INITIAL AND FINAL SITUATION OF GROSSREVALUATIONS

ACTNO. ACTNO. ACTNO. ACT NO. INITIAL
FIXED ASSETS DESCRIPTION 576/1975 72/1983 342/2000 2662005 ~ REVALUATIONS g ANCE
1) LAND AND BUILDINGS
2) PLANT AND MACHINERY 315 2,265 2,580
3) INDUSTR.& COMM. -
EQUIPMENT 1,369 1,170 2,539
4) OTHERS - 69 69
TOTAL - - 1,684 3,504 - 5,188
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