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Explanatory Notes to the consolidated financial statements at 31/12/2016

Group profile

Interpolimeri Spa is the parent company of Interpolimeri S.p.A. group. The group’'s main activity is the sale and
marketing of plastics.

Interpolimeri controls Interpolimeri Spain S.A. (already S.P.E.S.A.) with a direct shareholding of 72.5%. and
controls the newly-established IP Interpolimeri Portugal S.A. (IP Portugal S.A.) with a direct shareholding of
66%.

During 2016 the subsidiary Interpolimeri Spain increased its share capital by payment from €1,500,000 to
€2,000,000; Interpolimeri partially underwrote the share capital increase for €425,501, and consequently held
72.5% of the share capital.

On 26/01/2016, the company IP INTERPOLIMERI PORTUGAL SA was established, a company incorporated
under Portuguese law based in Porto.

Structure and contents of the financial statements

The purpose of these consolidated financial statements is to provide an overview of the Group's balance sheet
and financial situation and the relative changes, including the net result for the year.

The Consolidated Financial Statements are prepared in compliance with the provisions of article 25 and
following of Legislative decree n. 127 of 9th April 1991, as amended by Legislative Decree n. 139/2015,
interpreted and integrated with the Italian accounting principles issued by the OIC (Italian Accounts Authority).

Further to the publication of Legislative Decree n. 139/2015 in the Official Gazette, the Italian regulations
implemented the “Accounts Reform” as defined by the Accounting Directive n. 2013/34/UE. The aforesaid
decree integrates and amends the Civil Code that contains the general regulations for drafting consolidated
balance sheets, in terms of the schedules, evaluation criteria, and the substance of the explanatory notes and
management report. The legislative reforms came into force on 1st January 2016. The effects of the changes
are also reported for comparative purposes with the previous financial period that closed on 31/12/2015.
Consequently, the Parent Company has re-determined the effects of the changes that would have occurred in
the balance sheet to 31/12/2015, as if the Accounts Reform had already been applied to the 2015 financial
period.

The consolidated financial statements comprise the Assets and Liability Statement (prepared in compliance
with the schedule envisaged by articles 2424 and 2424-b of the Civil Code), the Income Statement (prepared in
compliance with articles 2425 and 2425-b of the Civil Code), the Profit and Loss Statement (the substance of
which is presented in accordance with the regulations of Accounting Principle OIC 10, in compliance with art.
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2425-ter of the Civil Code), and these explanatory notes drafted in compliance with art. 38 of Legislative
Decree n. 127/1991.

The explanatory notes follow, analyse and integrate the balance sheet data with the additional information that
is considered necessary to provide a true and correct representation of the data as shown, and taking into
account the fact that no exceptions have been applied as per art. 29 of Legislative Decree n. 127/1991. For
this, the explanatory notes contain the correlation schedule between the operating result of the Parent
Company and the result of the consolidated financial period, and between the shareholders’ equity of the
Parent Company and the consolidated shareholders’ equity, and also the schedule of changes that took place
in the items in the consolidated shareholders’ equity, together with a list of companies that are included in
consolidation.

The Directors' Report should be referred to with regards the additional information about the Group’s situation
and the management trend and results, globally and in the various sectors the Group has operated in, in
particular with regards the costs, income and investments, and for a description of the main risks and
uncertainties the Group is exposed to.

Scope of consolidation
The consolidation area includes the balance sheets of the Parent Company and the companies it has direct or

indirect control over, pursuant to art. 26 of Legislative Decree n. 127 of 9th April 1991. Apart from Interpolimeri
S.p.A., the Group comprises the following companies that are integrally consolidated:

Company name Company headquarters Share capital % shareholding at
31/12/2016
Interpolimeri Spain S.L. Castellvi de Rosanes - 2,000,000 72.5%
Barcelona (SPAIN)
IP Interpolimeri Portugal S.A. Rua Dominguez Alvarez — 50,000 66%

Porto (PORTOGALLO)

Consolidation criteria

The consolidation of the figures of the subsidiaries was carried out using the full consolidation’ method. The

following criteria were used:

e assets and liabilities, costs and revenues of the consolidated company were consolidated using the
‘line-by-line’ method, in order to show the complex capital and income structure of the companies
involved. As a result, the items of the Balance Sheet and Income Statement of the these companies’
financial statements are added together individually in an analytical way using 100% of their value,
regardless of the percentage shareholding belonging to the parent company. Therefore, in consideration
of the fact that the parent company’s financial statements have been integrated with the controlled
company's assets, liabilities and income components, the book value of the parent company’s equity
investment in the controlled company has been removed from the parent company's assets;

o the positive difference between the acquisition cost and the share of shareholders’ equity resulting from
the controlled company INTERPOLIMERI SPAIN S.L.’s financial statements has been recorded under the
item “Goodwill” for the part relating to the parent company. This item takes into account the goodwill
arising from the merger between INTERPOLIMERI SPAIN S.L. and Chemitec Plasticos S.L.U and of the
subsequent share capital increase carried out during the 2015 and 2016 financial years and will be
amortised over 5 years;

e receivables and payables between the consolidated companies have been eliminated;

o the share of shareholders’ equity and the share of profit for the year relating to the consolidated
company’s minority shareholders have been indicated;

o the financial statements of controlled companies used for the consolidation were those relating to the
closing date of the last approved financial year, at 31/12/2016, prepared according to correct accounting
principles and in line with those used by Interpolimeri S.p.A..
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Evaluation criteria

The consolidated financial statements refer to 31 December 2016, the closing data of the Parent Company’s
statutory balance sheet (a data that coincides with that of the subsidiaries included in the consolidation area).
The Euro is used as currency to prepare the consolidated financial statements.

The Balance Sheet has been prepared in compliance with current legislation, interpreted and integrated by the
correct OIC principles.

The financial statements have been prepared by applying the principle of prudence and accruals basis
accounting and they clearly represent in a true and correct way the financial and economic position of the
Group’s companies.

There were no exceptional circumstances that would have required recourse to an exception under Article
2423(4) and 2423-b(2) of the Civil Code.

The evaluation criteria adopted were those of the parent company Interpolimeri Spa, which are uniform with
those adopted by the subsidiary companies included in the consolidation area, as defined by the first
paragraph of article 34 of Legislative Decree n. 127/91. The assumptions expressed in the financial statements
include the continuation with the previous year in applying the evaluation criteria used to prepare the financial
statements. However, in these the financial statements the aforesaid assumption is not applied to those items
that were affected by the changes to the regulatory framework referred to in the section “Structure and
contents of the Financial Statements”, even if they were dictated by law or were due to operative decisions
according to the regulatory provision and reference principles.

No grouping is applied to any items in the headings in the balance sheet and income statement, even if said
items are of little significance.

The financial statements and the explanatory notes give the comparison with the previous year of the items in
the balance sheet and the income statement. Pursuant to art. 2423-ter of the Civil Code, it is pointed out that
certain items cannot be compared with the previous year due to changes in the indications of the accounting
principles issued by the Italian Accounting Authority; the effects due to eliminating extraordinary liabilities and
income are applied retroactively for reclassification purposes.

Furthermore, individual items were assessed based on the general criteria of prudence and expertise, with the
prospect of normal company activity continuing.

The main accounting criteria used to prepare the consolidated financial statements at 31/12/2016 are reported
below.

Fixed assets

Intangible fixed assets

Intangible fixed assets are recorded at acquisition cost, including related charges, with separate presentation
of the funds that cover the depreciation rates that are systematically calculated and accrued over the remaining
useful life. Amortisation of intangible fixed assets is carried out using constant rates over the remaining useful
future economic life of each individual asset or expense.

Expenses incurred for the acquisition of software and applications needed to manage the company are
amortised over 3 - 4 years.

The goodwill is amortized in accordance with the provisions of the National Accounting Principles of reference
and in constant shares over 5 years.

Improvements to third-party assets are amortized at rates based on the contract term.
There were no cases of value impairment for intangible assets.
Tangible fixed assets

Tangible fixed assets are recorded at purchase cost or at internal production cost, including direct ancillary
costs. Pursuant to information obligations as per art. 10 of (Italian) Law 72/83 and arts. 2423 and 2423-bis of
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the (Italian) Civil Code, it is hereby specified that, as far as existing assets are concerned, there have been no
monetary or economic revaluations, nor has there ever been the basis for any exceptions to standard
accounting criteria.

Assets purchased using financial leasing contracts are recorded under tangible fixed assets at their original
purchase cost, with a corresponding entry under liabilities recording the relative financial debt in place in favour
of the leasing company.

Ordinary maintenance costs are debited from the income statement. Incremental maintenance costs are
attributed to the assets that they refer to and are depreciated using the rate of reference for the asset category
in question.

The rates applied, considered representative of the assets’ residual economic-technical life, are described
below, with indication of the minimum and maximum values for each category:

CATEGORY: Rate (%)

Light constructions 6,0 - 10,0
Plants and machinery 12 -20.0
Industrial and commercial equipment 15,0 - 40,0
Other assets 5,0-30,0

There were no cases of value impairment for tangible assets.
Equity investments

Investments in other companies and non-current assets are valued at purchase cost. In the case of a
permanent loss in value, also deriving from quoted market prices for listed securities, an adequate write-down
is made and, in the year in which the conditions for the write-down cease, the value prior to the write-down is
restored.

Inventories

Inventories relating to finished products and goods are valued at either their acquisition or production cost or
their net realizable value based on market conditions, whichever is lower, applying the moving weighted
average method. Should the cost, as determined above, be higher than the market value at the end of the year,
then inventories are valued at said lower value.

The market value, which is compared with the cost, refers to the average repurchase price as determined by
the ICIS LOR lists.

Receivables

Receivables are recorded at their estimated realizable value using a specific bad debt provision to adjust the
nominal value. As far as receivables are concerned, pursuant to art. 2423 paragraph 4 of the Civil Code, the
irrelevance of the application of the amortized cost and/or discount method has been verified, for the purpose
of giving a true and fair view of the financial and economic position of the company.

Payables

Payables are recorded at their nominal value, considered equal to their estimated realizable value.
The amortized cost criterion has not been applied to payables because:
o for short-term debts (i.e. with a maturity of less than 12 months) its effects have been irrelevant;

o with reference to payables with maturity over 12 months and arising in previous years, the company has
exercised the option not to retroactively apply the amortized cost criterion.
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Cash equivalents
Cash and cash equivalents are recorded at their nominal value.

Accruals and deferrals

These are determined on the basis of the accrual period.

Provisions for risks and charges

The provisions for risks and charges are set aside to cover losses whose existence is certain or probable, but
for which itis not possible to determine either the actual amount or date of occurrence at the financial year-end.
Staff Severance Indemnity

This represents the actual amount due to employees of the parent company in accordance with laws and
labour contracts. This payable is subject to revaluation on the basis of specific indexes.

Income taxes

Taxes are set aside according to current tax rates and regulations on the basis of a reliable calculation of
taxable income.

Deferred and prepaid taxes are also reported. Assets represented by prepaid taxes and liabilities represented
by deferred taxes are valued in relation to their actual use in future financial years and are included under
receivables and provisions for liabilities and charges, respectively.

Recognition of revenues

Revenues from sales of products are recognized upon transfer of ownership, normally coinciding with the
delivery or shipment of goods.

Financial income and income from services are recognized on an accrual basis.

Lastly, it is to be noted that all items with a balance equal to zero have been left out of the balance sheet and
income statement.

Grants for current expenses

Grants for current expenses are recorded on an accrual basis as long as there is reasonable evidence for them
being recognised.

Consolidated explanatory notes, assets

Fixed assets
Intangible fixed assets

Intangible fixed assets are equal to € 777,719. A breakdown and details of the changes to the individual items
are provided below:

LCUSHAEY [P tan OirtllgeOiar;gsets Other intangible Total intangible
and intellectual Goodwill g . 9 . 9
. and payments fixed assets fixed assets
property rights .
in advance

Value at the beginning of
the year
Cost 165,343 821,388 - 742,838 1,729,569
Depreciation (accumulated 140,017 77,553 - 685,583 903,153
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. Ongoing
Indus_mal PRSI . tangible assets  Other intangible Total intangible
and intellectual Goodwill . )
. and payments fixed assets fixed assets

property rights 1 EENEREE
depreciation)
Book value 25,326 743,835 - 57,255 826,416
Changes during the year
Increases for acquisitions 64,479 - 25,745 58,612 148,836
Depreciation for the year 37,036 120,915 - 39,332 197,283
Other changes (250) - - - (250)
Total changes 27,193 (120,915) 25,745 19,280 (48,697)
Value at the end of the year
Cost 228,160 821,388 25,745 801,450 1,876,743
Depreciation (accumulated 175,641 198,468 - 724,915 1,099,024
depreciation)
Book value 52,519 622,920 25,745 76,535 777,719

Revaluation of intangible fixed assets

It is hereby specified that the financial statements do not contain any intangible fixed assets that have
undergone economic or monetary revaluations.

Intangible fixed assets with an indefinite useful life (Fair value)

In accordance with article 2427, point 3-bis of the (ltalian) Civil Code, it is hereby specified that the financial
statements do not contain any intangible fixed assets with an indefinite useful life.

Tangible fixed assets

Tangible fixed assets are equal to € 612,850. A breakdown and details of the changes to the individual items
are provided below:

Industrial and

Lang and Plant. and oty Other tangible fixed Total tangible fixed
buildings machinery ’ assets assets
equipment
Value at the
beginning of the
year
Cost 33,462 93,558 261,865 1,467,760 1,856,644

Depreciation
(accumulated 26,398 89,460 184,677 1,117,212 1,417,747
depreciation)

Book value 7,065 4,098 77,188 350,547 438,898

Changes during the
year

Increases for

- - 13,502 36,181 305,272 354,955
acquisitions

Decreases for
disposals (of book - 3,421 4,821 140,558 148,800
value)

Depreciation for the

3,346 5,596 13,485 151,573 174,000
year

Other changes - 3,273 4,821 133,704 141,798
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Industrial and

Lar!ds_ and Plant_ and commercial Other tangible fixed Total tangible fixed
buildings machinery . assets assets
equipment
Total changes (3,346) 7,758 22,696 146,845 173,953
Value at the end of
the year
Cost 33,462 103,639 293,225 1,632,474 2,062,799
Depreciation
(accumulated 29,744 91,783 193,341 1,135,081 1,449,949
depreciation)
Book value 3,718 11,856 99,884 497,392 612,850

Financial leasing

Pursuant to art. 2427 point 22 of the (Italian) Civil Code, it is hereby stated that INTERPOLIMERI SPAIN has a
financial leasing contract in place, already accounted for in the financial statements using the IAS 17 method.

Financial assets

Changes in equity investments, other securities and financial derivatives

The composition of and changes in financial fixed assets are reported in the following table.

Saresmoter TS omersecunes

Value at the beginning of the year
Cost 940 940 26,405
Book value 940 940 26,405
Changes during the year
Increases for acquisitions 130 130 -
Decreases for disposals (of book value) - - 11,850
Other changes - - -
Total changes - - (11,850)
Value at the end of the year
Cost 1,070 1,070 14,555
Book value 1,070 1,070 14,555
Details of the value of equity investments in other companies

Description Book value Fair value
CONAI equity investment 646 646
COREPLA equity investment 294 294
Other equity investments of IP Portugal 130 130
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Other securities

These securities represent a long-term investment made by the company; they are recorded at acquisition
cost, including direct ancillary costs, and they have not undergone any write-downs for value impairments;
there have been no cases of “value adjustment".
No non-current securities have been reclassified.

Financial fixed assets recorded at a value higher than the fair value

In accordance with article 2427 bis, paragraph 1, point 2 of the (ltalian) Civil Code, it is hereby stated that the
financial statements do not include any financial fixed assets recorded at a value higher than their fair value.

Current assets

Inventory

Inventories included under current assets are equal to € 25,791,826. A breakdown and details of the changes
to the individual items are provided below:

Value at the beginning of Value at the end of the

Changes during the year

the year year
Finished products and goods 20,829,520 4,954,227 25,783,747
Advances 9,377 (1,298) 8,079
Total 20,838,897 4,952,929 25,791,826

Receivables recorded in current assets

Changes and expiry of current receivables

Receivables included under current assets are equal to € 54,195,280. The table below shows the information
on changes in receivables recorded in current assets and, if relevant, information about their maturity.

Vglug e Changesinthe Value atthe end Amount expiring Amount expiring
beginning of the . - .
year financial year of the year during the year after the year
Trade receivables 47,602,550 5,912,172 53,514,722 53,514,722 -
Tax credits 406,433 (353,293) 53,140 53,140 -
Prepaid taxes 262,013 28,635 290,648 - -
Other accounts receivable 579,981 (243,211) 336,770 321,838 14,932
Total 48,850,977 5,344,303 54,195,280 53,889,700 14,932

Trade receivables

Trade receivables are recorded net of the relative bad debt provision, equal to € 931,563. Said provision,
subject to taxation for € 455,216, is considered appropriate in consideration of the risks in place. The following
table provides a breakdown of the bad debt provision:
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Description Balance at 31/12/2015 (Uses) Provisions Balance at
31/12/2016
Taxable bad debt provision 455,216 - - 455,216
Deducted bad debt provision 417,747 (24,437) 83,037 476,347
Total 872,963 (24,437) 83,037 931,563
Tax credits

Tax credits at 31/12/2016 were made up of the following:

Details 2016 2015 Variation
Due to State Treasury - VAT fund - 406,433 (406,433)
Withholding tax credits 33,304 - 33,304
Direct taxes 19,836 - 19,836
Total 53,140 406,433  (353,293)

Credits for prepaid taxes

The credit for deferred tax is estimated in relation to temporary downward changes - considered net of
temporary upward changes - to be made in following tax years.

In particular, the amount recorded in the balance sheet at year end was calculated taking as a basis, with
respect to each individual set-off tax period, the negative income components which contributed to the final
statutory net result for the year - and that will be deductible for tax purposes in a different tax year (next) - net of
income items for the same financial year that will be taxed in following tax years.

Details 2016 2015 Variation
IRES credits for prepaid taxes 290,648 262,013 28,635
Total 290,648 262,013 28,635

Pursuant to art. 2427 no. 14 of the (Italian) Civil Code, the following table shows in detail the temporary
differences leading to deferred and prepaid taxes. The tax rate used equalled to 24% for IRES and 3,9% for
IRAP (25% for INTERPOLIMERI SPAIN's tax losses).

Description Amount for 2016  Taxgain Amount for 2015 financial ~ Tax gain
financial year year

PREPAID TAXES

Maintenance in excess 36,351 8,724 38,761 9,872
Provision for bad and doubtful accounts 99,514 23,883 99,514 27,366
Amounts of goodwill tax depreciation 132,907 37,078 146,199 41,719
Supplementary provisions for agents 11,910 2,858 11,910 3,275
INTERPOLIMERI SPAIN's past tax losses 574,548 143,637 603,227 150,807
Intercompany inventory margin 359,183 74,468 92,274 28,974
Total advances on tax pay ments 1,214,413 290,648 991,885 262,013
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Other accounts receivable

The item contains all receivable items that cannot be classified differently under current assets.

Details 2016 2015 Variation
Advances to third-party suppliers 35,520 354,147 (318,627)
Deposits for utilities 627 637 (20)
Miscellaneous deposits 11,956 11,006 950
Receivables for compensation - 1,077 (1,077)
Receivables from third parties 128,188 80,047 48,141
Receivables from directors 7,300 7,300 -
Invoices to be received from third-party suppliers 153,179 125,767 27,412
Total 336,770 579,981  (243,211)

Breakdown of current receivables by geographic area

The breakdown of receivables at 31/12/2016 by geographic area is shown in the following table (article 2427,
paragraph 1, no. 6 of the Italian Civil Code).

Receivables Receivables for Receivables Total receivables
Geographic area from clients Current tax prepaid taxes from others recorded in
grap recorded in credits recorded in recorded in
current assets
current assets current assets current assets
Italy 38,433,251 20,703 72,543 313,471 38,839,968
EU 15,022,964 32,437 218,105 23,299 15,296,805
Non-UE 58,507 - - - 58,507
Total 53,514,722 53,140 290,648 336,770 54,195,280

Transactions involving a repurchase agreement

Pursuant to art. 2427, point 6-ter of the (ltalian) Civil Code, it is hereby specified that the financial statements
do not include any receivables relating to transactions involving repurchase agreement obligations for the
buyer.

Cash equivalents

Cash and cash equivalents included under current assets are equal to € 1,986,089. A breakdown and details of
the changes to the individual items are provided below:

Value at the beginning of Changes during the year Value at the end of the
the year year
Bank and post office deposits 1,172,704 809,469 1,982,173
Cash and equivalents on hand 8,564 (4,648) 3,916
Total 1,181,268 804,821 1,986,089

Accrued income and prepaid expenses

Accrued income and prepaid expenses amount to € 190,598. A breakdown and details of the changes to the
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individual items are provided below:

Value at the beginning of the

year

Changes in the financial year

Value at the end of the year

Pre-paid expenses

144,558

46,040

190,598

Total accrued income and

prepayments

144,558

46,040

190,598

Explanatory notes, liabilities and shareholders' equity

Please see below the items included under liabilities and shareholders' equity.

Shareholders' equity

The items are presented in the balance sheet at their book value according to accounting standard OIC 28.

Changes in shareholders' equity

The below table highlights the changes to the single items making up shareholders’ equity over the course of

the financial year.
Value at 31/12/2016

Analysis of changes in shareholders' equity items

Value at the Allocation of
- previous year's Other changes -  Other changes -  Profit/ (loss) for ~ Value at the end
beginning of the .
ear operating result - Increases Decreases the year of the year
y Other allocations
Share capital 10,000,000 - - - - 10,000,000
Legal reserve 662,090 110,745 - - - 772,835
Extraordinary 5,450,461 2,182,056 15,592 (174,478) - 7,473,631
reserve
Miscellaneous
other reserves @) ) L ) ) @
Total other 5,450,459 2,182,056 - - - 7,473,630
reserves
Elj(fs’“;r)""t'”g profit 2,127,252 (2,292,801) 165,549 - 1,140,911 1,140,911
Total
Slzie relle e 18,239,801 2,182,056 181,142 (174,478) 1,140,911 19,387,376
equity of the
Group
Capital and
reserves relating 501,123 - 109,533 - - 610,656
to minority
interests
Third-party profit ) ) )
(loss) for the year 24,696 (50,216) (25,520)
Total third-party
shareholders' 525,819 - 109,533 (50,216) - 585,136
equity
Total 18,765,620 2,182,056 290,675 (50,216) 1,140,911 19,972,512
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value at the Allocation of
_— previous year's Other changes -  Other changes -  Profit/ (loss) for ~ Value at the end
beginning of the .
year operating result - Increases Decreases the year of the year

Other allocations

shareholders'
equity

Share capital
The share capital of the parent company Interpolimeri S.p.A. at 31/12/2016, fully issued and paid-up, is equal
to Euro 10,000,000.00, made up of 10,000,000.00 ordinary shares each with a nominal value of Euro 1.00.

Provisions for risks and charges

Provisions for liabilities and charges include, in compliance with the principle of prudence and accruals basis
accounting, provisions made to cover losses or liabilities of a determined nature and of certain or probable
existence, the amount or date of occurrence of which are as yet unclear. When assessing the liabilities and
charges whose actual occurrence is subject to future events, all information made available since the end of
the year, and until the date of preparation of these financial statements, have been taken into consideration.
Contingent liabilities were recorded in the balance sheet and in the provisions as they are considered likely to
happen, and their amount may be reasonably estimated.

Vglug i Cliieirigjzs Ll Changes during  Changes during Value at the end
beginning of the the year -
e the year - Use the year - Total of the year
year Provision
Severance & retirement pension 48,407 71,525 42,796 28,729 77,136
(fund) and similar obligations
Reserve for taxes, even deferred 1,063 592 1,063 (471) 592
Total 49,470 72,117 43,859 28,258 77,728

B1) Severance & retirement pension (fund) and similar obligations
The following tables provide a breakdown and details of the changes to this item:

Details 2016 2015 Variation
Provision for supplementary customer indemnity 10,336 48,407 (38,071)
Directors' TFM Fund 66,800 - 66,800
Total 77,136 48,407 28,729

B2) Reserve for taxes, even deferred

The following table provides details of the reserve in question:

Details 2016 2015 Variation
Reserve for taxes, even deferred 592 1,063 (471)
Total 592 1,063 (471)

Staff severance indemnity

This represents the actual amount due to employees of the parent company in accordance with laws, labour
contracts and company agreements currently in force.

The amount corresponds to the total indemnities accrued by employees, who have not adhered to pension
funds, as of the date of the financial statements, net of advances paid, and is equal to what would have been
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paid to employees in case of termination of employment on that date.
The table below shows the changes to this item during the financial year.

Vglug aiine ClEINE &S G LG Changes during  Changes during Value at the end
beginning of the
year the year - Use the year - Total of the year
STAFF SEVERANCE
INDEMNITY 399,467 19,165 74,409 473,876
Total 399,467 19,165 74,409 473,876
Payables

Payables are recoded under liabilities for a total of €63,044,849. The single items are broken down as follows:

Vf"““? at the Changes inthe  Value attheend Amount expiring Amount expiring
beginning of the . - .
year financial year during the year after the year

Payables due to banks 31,359,299 42,145,417 37,823,728 4,321,689
Payables due to suppliers 19,717,074 18,731,931 18,731,931 0
Tax payables 936,115 963,811 963,811 0
Payables due to pension and 131,442 170,413 170,413 0
social security institutions

Other payables 949,172 1,033,277 763,277 270,000
Total 53,093,102 63,044,849 58,453,160 4,591,689

As far as the single items are concerned, the following should be noted.

Payables due to banks

The balance of Payables due to banks at 31/12/2016 expresses the actual payable amount for capital,
interests and matured ancillary costs.

Details

2016 2015 Variation

Bank accounts

3,590,055 11,078 3,578,977

Medium/long term bank loans

15,039,398 6,539,519 8,499,879

Bank receipts - subject to collection

23,505,551 24,786,150 (1,280,599)

INTERPOLIMERI SPAIN's payables due to leasing companies

10,413 22,552 (12,139)

Total

42,145,417 31,359,299 10,786,118

Payables due to suppliers

Trade payables are recorded net of trade discounts and rectified on the basis of rebates and returns (invoicing
adjustments) according to the amount defined with the counterpart; details are as follows:

Details

2016 2015 Variation

Invoices to be received from third-party suppliers

393,646 2,360,311 (1,966,665)

Third-party suppliers

18,338,285 17,356,763 (284,860)

Total

18,731,931 19,717,074 (2,251,525)
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Explanatory Notes to the Consolidated Financial Statements

Tax payables
Tax payables are represented by liabilities for certain and specific taxes.

Details 2016 2015 Variation
VAT 613,255 114,401 498,854
Withholding tax on employment income 323,443 340,706 (17,263)
Withholding tax on self-employment income 12,174 12,490 (316)
Substitute taxes on staff severance indemnity 293 88 205
Inland Revenue Corporate income tax - 418,335 (418,335)
Local production income tax - 50,095 (50,095)
Portuguese direct tax 14,646 - 14,646
Total 963,811 936,115 27,696

Payables due to pension and social security institutions

This item classifies payables due to social security institutions. Payables include the amounts due from both

service providers and the company.

Details 2016 2015 Variation

INPS - employees 115,982 70,332 45,650
INPS - contract staff 27,293 36,669 (9,376)
INAIL - employees/contract staff 3,366 4,398 (1,032)
ENASARCO 5,135 3,188 1,947
Payables due to supplementary pension funds - 12,366 (12,366)
Other pension and social security institutions 18,637 4,489 14,148
Total 170,413 131,442 38,971
Other payables

The “other payables” item is made up of the following:

Details 2016 2015 Variation

Credit notes to be issued to third-party clients 1,855 - 1,855
Clients with advances in the name and on behalf of 18,924 8,055 10,869
Payables due to supplementary pension funds 10,363 - 10,363
Payables due to credit card suppliers 12,235 - 12,235
Sundry payables due to third parties 553,475 643,801 (90,326)
Staff with salaries 226,372 71,470 154,902
Expense reimbursements to staff 1,974 5,366 (3,392)
Deferred salary payments to employees 208,079 220,480 (12,401)
Total 1,033,277 949,172 84,105
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Breakdown of payables by geographic area

The breakdown of Payables by geographic area at 31/12/2016 is shown in the table below (article 2427, first
paragraph, no. 6, of the Italian Civil Code).

Payables due
Payables due Trade to pension and Other

CEagrEpE EnEn to banks payables T pEEIES social security payables et
institutions
Italy 36,406,799 6,417,136 591,198 151,776 545,743 44,112,652
EU 5,738,618 9,021,375 372,613 18,637 487,534 15,638,777
Non-UE - 3,293,420 - - - 3,293,420
Total 42,145,417 18,731,931 963,811 170,413 1,033,277 63,044,849

Transactions involving a repurchase agreement
Itis hereby specified that the financial statements do not include any payables relating to transactions involving
repurchase agreement obligations for the buyer.

Payables backed by real guarantees on company assets

Pursuant to art. 38, paragraph 1, letter e) of (Italian) Legislative Decree no. 127/1991, it is hereby specified
that, at 31/12/2016, there are no payables in place that are backed by guarantees on company assets.

Accrued liabilities and deferred income

At 31/12/2016, accrued liabilities and deferred income were recorded for € 1,022. A breakdown and details of
the changes to the individual items are provided below:

Value at the beginning of the

year Changes in the financial year Value at the end of the year

Deferred income 700 322 1,022

Total accrued liabilities and

deferred income 700 322 1,022
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Explanatory Notes to the Consolidated Financial Statements

Consolidated explanatory notes, income statement

The income statement shows the economic result for the year.

It shows management operations through a summary of revenues and expenses that have contributed to
determining the economic result. Revenues and expenses are recorded in the financial statements in accordance
with article 2425-bis of the Italian Civil Code. They are distinguished according to type of management: normal,
ancillary and financial operations. Normal operations identify income items from continuous operations in the
relevant sector; they also represent the characteristic economic activity performed by the company, which also
represents the company purpose. Financial operations consist of transactions that generate financial income and
expenses. Secondarily, ancillary operations consist of transactions that generate income items that are part of the
ordinary course of business but do not fall within normal and financial operations.

Value of production

Breakdown of sales and services revenues by geographic area

With reference to art. 38, paragraph 1, letter i) of (Italian) Legislative Decree no. 127/1991, the following tables
show the breakdown of revenues by geographic area:

Geographic area Current year's value
Italy 134,961,533
EU 32,534,991
Non-UE 539,943
Total 168,036,467

The consolidated financial statements report a value of production of Euro 168,483,523. Please see below the
detail of the individual items of the "Value of production”, with their variation compared to the previous year.

ltem Description Details 2016 2015 Variation
1) Sales and services revenues
Sale of goods 168,036,467 150,785,274 17,251,193
Total 168,036,467 150,785,274 17,251,193
5a) Grants for current expenses
Grants for current expenses 4,570 9,650 (5,080)
Total 4,570 9,650 (5,080)
5b) Miscellaneous revenues and income
Other taxable revenues and income 442,486 332,033 110,453
Total 442,486 332,033 110,453

Production costs

Costs and expenses are recognized on an accrual basis and, as per their own nature, net of returns, discounts
and rebates, respecting the principle of matching revenues and expenses, and are recorded under the relative
items in accordance with accounting standard OIC 12 . As far as the acquisition of assets is concerned, the
related costs are recorded when the substantive and non-formal transfer of ownership of the property has
occurred, taking the transfer of risks and benefits as benchmark for the substantive transfer of ownership. In
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Explanatory Notes to the Consolidated Financial Statements

the case of purchase of services, the related costs are recorded when the service is received, that is when the
service has been provided, while in the case of ongoing services, the related costs are recorded for the
accrued fee.

For information purposes, the details of the individual items of "Production Costs" are given, indicating their
variation compared to the previous year.

Description 2016 2015 Variation
Costs for raw, ancillary and consumable materials and goods 155,081,166 142,215,859 12,865,307
Costs for services 9,346,003 8,016,503 1,329,500
Costs for the use of third party goods 1,639,399 1,495,492 143,907
Personnel costs 3,295,565 2,394,868 900,697
Amortization and depreciation 454,320 521,986 (67,666)
Changes in raw, ancillary, consumption materials and goods stocks (3,524,822) (7,106,504) 3,581,682
Sundry operating expenses 276,069 217,577 58,492
Total 166,567,700 147,755,781 18,811,919

Costs for raw, ancillary and consumable materials and goods

Costs for services

These are strictly linked to the specific section in the Directors’ Report and to the performance of point A (Value
of production) of the Income Statement.

Costs for the use of third party assets
These refer to rents payable and rental charges.

Personnel costs

This item includes all personnel expenses, including promotions, changes of category, (automatic)
cost-of-living adjustments, paid holidays accrued but not taken and provisions required by law and collective
employment contracts, in addition to extraordinary charges for the early retirement schemes in place.

Amortisation and depreciation of intangible and tangible fixed assets
It is hereby specified that amortisation and depreciation have been calculated on the basis of the remaining
useful life of the relevant assets and their general wear and tear.

Write-downs of current receivables and cash and cash equivalents
A provision for € 83,037 was made.

Sundry operating expenses
Sundry operating expenses include cost items that are unable to be classified elsewhere under production
costs.

Financial income and charges

All interests and other financial assets have been totally paid during the year. Pursuant to art. 2427, paragraph
1, n. 8 (Italian) Civil Code, it is hereby stated that there are no capitalized financial assets.

The table below shows the interest received and the financial charges incurred during the year, divided
pursuant to article 2427, point 12), of the (ltalian) Civil Code.

Item Description Details 2016 2015 Variation
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Item Description Details 2016 2015 Variation
16 d) Other fiqancial income from other
companies
Interest receivable on bank accounts 282 547 (265)
Miscellaneous interest receivable - 62 (62)
Other financial income 73 932 (859)
Total 355 1,541 (1,186)
17) Interest and ther financial charges due to
other companies
Interest payable to banks 36,216 70,923 (34,707)
Interest payable on loans 122,384 102,241 20,143
Miscellaneous financial charges 53,124 46,547 6,577
Interest on arrears - 67 (67)
L,:I]—I]EESTHC;LIMERI SPAIN's interest 17,679 13,707 3,972
Total 229,403 233,485 (26,198)
17-bis) Exchange rate gains and losses
Exchange rate gains - 66,201 (66,201)
Exchange rate losses 27) (24,501) 24,474
Total (27) 41,700 (41,727)

Amount and nature of individual items of income or expense of exceptional size or
incidence

No items of income or expense or other assets/liabilities of exceptional size or incidence have been recognized
during the year.

Current, deferred and prepaid taxes on the income for the year

The single items are broken down as follows:

Item Description Details 2016 2015 éﬁ;ﬁgu;:
20) Current income tax for the year

current IRES 452,211 821,404 (369,193)
current IRAP 133,605 191,917 (58,312)
Spanish/Portuguese direct tax - 32,504 (32,504)
Total 585,816 1,045,825 (460,009)

Prepaid and deferred income

tax for the year
Prepaid IRES from previous financial years 9,171 11,616 (2,445)

Prepaid IRAP from previous financial years 518 518 -
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Item Description Details 2016 2015 ﬁﬁzggué:
INTERPOLIMERI SPAIN's deferred taxes 6,700 - 6,700
IP Portugal's deferred tax 14,647 - 14,647
Prepaid taxes from consolidated adjustment (45,495) (28,974) (16,521)
Total (14,459) (16,840) 2,381

Explanatory notes, other information

Please see below the other information required by art. 2427, 2427-bis and 2428, no. 3 e 4 of the (Italian) Civil
Code, if and insofar as they are relevant to the case in question.

Employment figures

The average company headcount, broken down by category, is detailed below.

Executives White-collar workers Blue-collar workers Total staff

Average number 2 44 14 60

Compared to 2015, the average headcount increased by an average of 9 units.

Fees, advances and credits granted to directors and statutory auditors and
commitments made on their behalf

Pursuant to law, the total remuneration is shown for directors and statutory auditors performing their duties in
the companies included in the consolidation (Article 38, first paragraph, letter 0) Leg. Decree 127/1991.

Directors Statutory auditors

Remuneration 668,000 18,200

Commitments, guarantees and contingent liabilities not resulting from the balance
sheet

As at the closing date of the financial year, as far as the parent company is concerned, surety guarantees had
been received from Unicredit Banca in favour of lessors for Euro 26,100.

It should be noted that Interpolimeri also received the following guarantees:

-  Stand-by credit letter issued by Unicredit Banca in favour of a foreign supplier for Euro 4,000,000;

- Stand-by credit letter issued by Cariveneto in favour of a foreign supplier for Euro 5,000,000;

- Surety guarantee issued by BNL in favour of BNP SPAIN for Euro 2,000,000.

- Surety guarantee issued by Atradius Insurance in favour of the Inland Revenue Office for the payment of
custom duties for Euro 100,000.

Other than the above, there are no memorandum accounts recorded in the financial statements, nor any other
commitments that are not recorded in the Balance Sheet, which would otherwise require mention in the
Explanatory Notes as they are useful in order to assess the financial and economic position of the group as of
31/12/2016.
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Remuneration to the legal auditor or audit firm

The annual remuneration granted to the audit firm for their service to the group in the year 2016 amounts to
Euro 12,475.

Total remuneration due to the external

External audit of annual accounts auditor or audit firm

Value 12,475 12,475

Information relating to transactions carried out with related parties

In connection with the information requirements provided for by art. 2427, no. 22-bis of the (Italian) Civil Code,
it is hereby stated that, during the year, the group was not involved in any related-party transactions that could
be considered as significant or that were not concluded under normal market conditions, the terms and
conditions of which (nature, amount, execution mode) may otherwise influence understanding of the
company’s balance sheet, financial position and result from operations.

Information on the agreements not disclosed in the balance sheet

In connection with the information requirements provided for by article 2427, no. 22-ter of the (Italian) Civil
Code, it is hereby stated that, during the year, the group did not make any agreements not recorded in the
balance sheet and that are not yet subject to being included in the classes of the balance sheet, whose risks
and benefits are significant and whose disclosure is necessary in order to assess the company’s balance
sheet, financial position and result of operations.

Significant events after the reporting date

With reference to paragraph 22-quater of art. 2427 of the Italian Civil Code, there are no significant events after
the end of the financial year, which have had a significant impact on the financial and economic performance.

Information on derivative financial instruments pursuant to art. 2427-bis of the Italian
Civil Code

In relation to the information requirements provided for by art. 2427-bis of the (ltalian) Civil Code, it is hereby
stated that the company does not hold derivative financial instruments nor financial assets other than equity
investments held in associated companies, therefore making it exempt from supplying the information required
therein.

Reconciliation statement between the parent’s company shareholders’ equity and
operating result and consolidated shareholders’ equity and operating result.

] " 2015 2015 Operating
2016 Shargholders 2016 Operating Shareholders' -
equity result equity

Shareholders’ equity and operating
result as reported in the parent 19,728,439 1,400,996 18,327,445 2,214,894
company'’s financial statements

Removal of the book value of the equity
investment held in investee companies:

Removal of the book value of the equity

investment held in investee companies: (1.925,986) ) (387,766)

Accounting of shareholders’ equity and

group's share 1,777,361 (53,392) 440,976 (24,343)
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Amortisation of the consolidation difference - (77,553) (77,553) -

Removal of the effects of transactions
carried out between consolidated companies

Cancellation of higher revaluation already
included in the initial consolidation difference

Elimination of internal profits (192,441) (129,141) (63,300) (63,300)

Roundings 3 1 (2 -

Depreciation of equity investments - - - -

Shareholders’ equity and operating

result for the group 19,387,376 1,140,911 18,239,801 2,127,252

Shareholders’ equity and operating

result attributable to minority interests S (2520 S 2B

Shareholders’ equity and operating
result as reported in the consolidated 19,972,512 1,115,391 18,765,620 2,151,948
financial statements

Explanatory notes final part

These consolidated financial statements, which consist of Balance Sheet, Income Statement, Statement of
Cash Flows and Explanatory Notes, represent in a true and fair way the financial and economic position as well
as the consolidated result for the year and correspond to the results of the book entries.

Limena (PD), 26 May 2017

For the board of directors
The President
(Claudio Gallo)
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