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S SABAF

Flexibility Positioned Expanding
and dynamism for change the range



Practical, almost artistic minimalism, to achieve clarity and understanding

of the data by using just two colours for the entire work.

Inside, the concepts’ abstract representations express Sabaf’s personality — figures
that blend, transform, break the patterns enhanced by the two-tone essentiality
and the combination of unique materials.

All Creative Agency
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Continuity Overcoming Adapting
and specialisation limits to change
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S SABAF

Flexibility
and dynamism

Flexibility and dynamism are Sabaf’s two great qualities.
It means reacting to market variables and events quickly
and efficiently, adapting to the changing

operating environment.
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INTRODUCTION TO THE ANNUAL REPORT

The publication of the Annual Report of the Sabaf Group, now in its fourteenth
edition, confirms the Group’s commitment, undertaken since 2005, to an in-
tegrated reporting of its economic, social, and environmental performance.

One of the first international-level companies to embrace the trend of inte-
grated reporting, Sabaf intends to continue on the path it has undertaken,
inspired by the recommendations contained in the international Framework
on sustainability reporting of the International Integrated Reporting Council
(IIRC), aware that integrated, complete, and transparent reporting can benefit
both the companies themselves, through better understanding of the articu-
lation of strategy and greater internal cohesion, and the community of inves-
tors, who will more clearly grasp the linkage between strategy, governance,
and corporate performance.

The Annual Report provides an overview of the Group's business model
and the process of creating corporate value. The Business Model and the
main results achieved (Summary Key Performance Indicators) are presented
from the perspective of capital used (financial, social and relational, human,
intellectual, infrastructural and natural) to create value over time, generat-
ing results for the business, with positive impacts on the community and
stakeholders as a whole. The “non-financial indicators” include the results
achieved in managing and exploiting intangible assets, the main driver that
allows the corporate strategy’s ability to create value in a perspective of me-
dium to long-term sustainability to be monitored.

Sabaf also adopts a virtuous approach with regard to compliance with the
new regulatory obligations on non-financial reporting. On 30 December 2016,
Legislative Decree 254 came into force, which, in implementation of Direc-
tive 2014/95/EU on Non-financial and diversity information, requires relevant

public interest entities (EIPRs) to communicate non-financial and diversity
information starting with the 2017 financial statements. As a public-inter-
est entity, Sabaf prepared for the second year the consolidated disclosure
of non-financial information presenting the chief policies practiced by the
company, the management models, the risks, the activities performed by the
Group during 2018, and the related performance indicators as pertains to the
issues expressly referred to by Legislative Decree no. 254/2016 (environmen-
tal, social, personnel-related, respect for human rights, struggle against cor-
ruption) and to the extent needed to ensure understanding of the company’s
activity, its trend, its results, and the impacts it produces.

The Group's commitment was also confirmed by the “Oscar di Bilancio” award
for the fourth time (previously in 2004, 2013 and 2017), a historic contest
promoted and organised by the Italian Public Relations Federation (FERPI),
which for over fifty years has been awarding prizes to the most virtuous
businesses in financial reporting and in dealing with all stakeholders. In the
2018 edition, Sabaf won the Oscar in the category of Small Listed Companies
on the grounds of “having created financial statements that stand out for
their ability to effectively and comprehensively represent the economic data
of the company’s performance together with a description of the company’s
programme and philosophy. The initial dashboard is extremely effective and
guides the reading of the document allowing you to understand the infor-
mation in a concise and clear way, thanks to the help of graphs and tables
for the aggregation of economic and non-economic data. The presence of
tables comparing data over a three-year period is also important: it reinforces
the understanding of company data and its trend. The decision to direct the
graphics of the document towards the concept of “growth” that accompanies
the reading of the concept represented in the company data is innovative and
original”.
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Key performance indicators
in summary (KPI)!
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NET PROFIT
2018 2017 2016
€/000 20,000 €/000 20,000 €/000 20,000

15,014 14,835 9,009

' In September 2018, Okida joined the Sabaf Group. The KPIs listed in this section include Okida only for data relating to economic capital
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HUMAN CAPITAL

2018

2017

2016

2018

2017

2016

2018

2017

2016

AVERAGE AGE
OF PERSONNEL

(sum of employee age/total
employees at 31/12)

39.7
39.0

38.0

INVESTMENTS
IN TRAINING/
TURNOVER

0.33
0.28

0.23

INJURY FREQUENCY
RATE

(number of injuries
(excluding injuries while travelling
to/from work) x 1,000,000/
total hours worked)

2549
14.08
9.21

LEVEL
OF EDUCATION

(number of graduates/
total employees at 31/12)

HOURS OF STRIKE
FOR INTERNAL
CAUSES

O
O
O

INJURY LOST DAY RATE
(days of absence
(excluding injuries while travelling
to/from work)

x 1,000/total hours worked)

O.17
0.15
0.04

LEAVING
TURNOVER

(employees resigned and
dismissed/total employees at 31/12)

@ ©

HOURS OF TRAINING
PER EMPLOYEE

(hours of training/
average employees)

22.5

11 91
133 104 19.8
15.4 85 15.7/
TOTAL ILLNESS RATE
EMPLOYEES (hours of iliness/total
hours worked)
DEE
760 66.6 33.4 2 76
756 65.6 344 2 5 O
736 655 345 328

JOBS CREATED

(lost)

4
2

-25

1\
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RELATIONAL CAPITAL

€/000

%

%

%

%

VALUE OF GOODS AND SERVICES

OUTSOURCED: brass moulding and aluminium die-casting

2,762

2,761

Q O O

2,635

10,000

CUSTOMER WASTE (charges from customers

and credit notes to customers for returns/turnover)

0.09 =0

0.09 =0

009 =0

PERCENTAGE OF TURNOVER
FROM NEW CUSTOMERS

(turnover from new customers/turnover)

097 O
0.76 O
1.01 O
PERCENTAGE

OF TOP 20 CUSTOMERS

65

65

O O O

67

TURNOVER FROM CERTIFIED SUPPLIERS

(turnover from certified suppliers/purchases)

717

70.9

Q O O

68.1

€/000

€/000

%

N°

VALUE OF GOODS AND SERVICES
OUTSOURCED: other processing

6,798

M\

S
N\
S

6,506

5172 O

AVERAGE TURNOVER BY CUSTOMER

(total turnover/number of customers)

353

M)

S
7\
S

366

382 O

PERCENTAGE
OF TOP 10 CUSTOMERS

45

46

/)
A
7\
S
M)
A4

47

CUSTOMER
COMPLAINTS

398

00

Q

335

O

395

Q

NUMBER OF ANALYSTS WHO FOLLOW
THE SECURITY CONTINUOUSLY

2 O

1

—O
1 =0

10
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LAWSUITS FILED
AGAINST GROUP COMPANIES

TURNOVER PERCENTAGE OF SUPPLIERS
IN THE PROVINCE OF BRESCIA

%

3 O 30.8
4 O 30.4
4 O 36.2

PRODUCTIVE CAPITAL

FIXED ASSETS

TOTAL NET INVESTMENTS

Q O

Q

[TBUDGET (investments + current
expenditure) /TU RNOVER

€/000

20,000

€/000

ES

120,950 93,802 93,967 1,467 13,944 n,762 0.9 11 1.0
REAL INVESTMENT/ QUANTITIES SOLD OF LIGHT QUANTITIES SOLD OF HIGH
TURNOVER ALLOY VALVES ON TOTAL VALVES ENERGCY EFFICIENCY BURNERS

AND THERMOSTATS ON TOTAL BURNERS
10 100 100
X X X
7.5 9.1 8.8 90.1 87.8 80.8 21.9 19.7 14.5

Key 2018 2016
N
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ENVIRONMENTAL CAPITAL

BRASS ALUMINIUM ALLOYS STEEL
1,000 10,000 10,000
wn
-~
<=
on
o
)
S
789 540 697 7,831 8,070 6,703 7,861 7,631 7,250
NON-HAZARDOUS
SIMILAR TO URBAN HAZARDOUS WASTE WASTE
500 10,000 10,000
=
L
|_
<
S
186 189 152 2,434 2,095 2,210 6,008 6,201 5,453
Key 2018 2016
NATURAL GAS CONSUMPTION @ ELECTRICITY CONSUMPTION MWh
3,918 30,225
4,059 | } 30841 [}
3,432 27,189
10,000 100,000
CO, EMISSIONS |\t/| ENVIRONMENTAL CURRENT %
EXPENDITURE/TURNOVER AT 31/12
18,520 — 0.44
20,078 | 0.39 |
17,M 0.43
20,000 1
ENVIRONMENTAL INVESTMENTS/ % TOT WASTE/VALUE @
TURNOVER AT 31/12 OF PRODUCTION
0.18 0.22
002 [I 021 [}
0.53 0.21

Key

2018 2016
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INTELLECTUAL CAPITAL

2018 2017 2016

CAPITALISED INVESTMENTS

w340 357 25]
IN RESEARCH AND DEVELOPMENT

HOURS DEDICATED

TO THE DEVELOPMENT OF NEW % 1.3 -| 4 -| 5

PRODUCTS/HOURS WORKED

HOURS DEDICATED TO PROCESS

ENGINEERING/HOURS WORKED

(hours dedicated to orders for the construction % 2 5 2 5 2 3
of new machines for new products or to increase C ° °
production capacity/total hours worked)

INVESTMENTS IN INTANGIBLE 0 O 4 O 6 O 4
ASSETS/TURNOVER ° . .

CURRENT EXPENDITURE % O 'I|7 O 20 O 24
ON QUALITY/TURNOVER ° . .

ON QUALITVTURNOVER - 006 012 0.10

VALUES OF WASTE/TURNOVER o O '7 { O 8'7
(production waste/turnover) ° . .

IMPACT OF QUALITY

© 069 083 096
(production waste + charges ° o o

and returns from customers/turnover)

NUMBER OF SAMPLES

FOR CUSTOMERS O 1,244 ],245 ],]54

z

NUMBER OF CODES
PROVIDED TO THE FIRST
10 CUSTOMERS

z
°

1,939 1620 2,305

AN
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Products and markets

Historically, the Sabaf Group is one of the world's leading manufacturers of
components for household gas cooking appliances, with a market share of
about 40% in Europe and over 10% worldwide.

In recent years, the Group expanded its product range to include hinges for
various types of household appliances (ovens, dishwashers and washing
machines) and, with the acquisition of Okida in September 2018, electronic
components (electronic control boards, timers, display units and power units
for ovens, hoods, refrigerators, freezers and vacuum cleaners).

The range of hinges and burners also includes products for the profession-
al sector.

The reference market is represented by manufacturers of household appli-
ances and in particular of kitchens, hobs and ovens. Most of sales are made
by the supply of original equipment, while sales of spare parts are negligible.

The 2018-2022 Business Plan

On 13 February 2018, the BoD of Sabaf S.p.A. approved the 2018-2022 Busi-
ness Plan.

The underlying objective of the Plan is to undertake a renewed path of growth,
both organic and through acquisitions: an acquisition policy that can also in-
crease the product range in sectors adjacent to the current ones, taking full
advantage of the potential of the Sabaf Group.

As a whole, the Business Plan defines a revenue target ranging from € 250 to
€ 300 million, accompanied by a gross profitability (EBITDA%) of more than
20% and supported by an investment plan of up to € 230 million.

GROWTH

ORGANIC

compound annual growth rate (CAGR) ranging
from 4% to 6% (€ 180 — 200 mil of revenue by 2022)

THROUGH ACQUISITIONS

(€ 70 =100 mil of revenue by 2022)

EBITDA

TOP-LINE GROWTH FROM

65% -100%

(IN 2022 COMPARED TO 2017)

>20%

of revenue

With regard to the organic component, the Plan set an annual growth target
for revenue ranging from 4% to 6%, with the aim of achieving a turnover target
of € 180-200 million in 2022.

The Group also assesses growth opportunities through acquisitions, which,
based on the objectives of the Business Plan, could generate additional rev-
enues ranging from € 70 to € 100 million at the end of the five-year period.

REVENUE

€ 200 - 230 mil
by 2020

€ 250 - 300 mil
by 2022

300

200

101




INTRODUCTION TO THE ANNUAL REPORT

| | | e p rO d l I ( t o 2 These are the components that regulate the flow of
© )
% = gas to the covered (of the oven or grill) or uncovered
8 g burners; the thermostats are characterised by the
ra | I g e % E presence of a thermoregulator to keep the chosen
- _,-C:_, temperature constant.
= 7}
) These are the components that, by mixing the gas % These are the components that allow movement
= with air and burning the gases used, produce one or and balancing when opening and closing the oven
— gtheg p g pening g
5 more flame rings. T door, washing machine door or dishwasher door.
wn n
[} O X
- p—f = =i q .
= , o o These are components such as electronic control
o The Group also produces and markets a wide range o i ] i
%) ) o i = boards, timers and display and power units for
%) of accessories, which integrate the offer of the main +— O )
) ) 0O & ovens, refrigerators, freezers, hoods and other
O product lines. Q E
o E S products.
< O
SALES BY PRODUCT FAMILY
Mgl €
S § B 2018 & 2017 & 2016 % 2015 g 2014
& S - 2 BB =y B g
= - R el e £. =N & g = g - S—
5L 2. i G BB E L EEEE NN

0
0

Hinges
Hinges

Brass taps

Light alloy taps
Thermostats

Standard burners
Special burners
Professional burners
Electronic components
Brass taps

Light alloy taps
Thermostats

Standard burners
Special burners
Professional burners
Electronic components
Brass taps

Light alloy taps
Thermostats

Accessor & other revenues
Accessor & other revenues

Sales of light alloy valves have now almost completely replaced brass valves.
Continuous improvements in the production process allowed competitive-
ness to be further enhanced.

In recent years, sales of thermostats have been affected by a physiological
drop in their use in ovens and by the difficulties of the main end market (North
Africa).

Standard burners are the most popular products, also produced in Turkey
and Brazil.

Standard burners

0
0
0
0
0

Special burners
Accessor & other revenues
Hinges

Professional burners
Electronic components
Brass taps

Light alloy taps
Thermostats

Standard burners
Special burners
Hinges

Professional burners
Electronic components
Brass taps

Light alloy taps
Thermostats

Standard burners
Special burners
Hinges

Professional burners
Electronic components

Accessor & other revenues
Accessor & other revenues

The product family with the highest growth rates is that of special burners,
where innovation has been strongest in recent years.

There was a good increase in sales of hinges, benefiting from solid partner-
ships with the main customers and the development of new products that
anticipated market requirements.

Starting from 2016, the Group entered the professional burners sector,
through the acquisition of A.R.C. This is a business that, thanks to its integra-
tion with Sabaf, offers excellent prospects for further development.

DN
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The industrial footprint

SABAF SPA. FARINGOSI HINGES S.R.L. . ARCSRIL.

Valves and thermostats Oven hinges e . “" Professional burners
Standard burners Hinges for washing machines REVENUE € 5.3 MILLION
Special burners REVENUE € 10.4 MILLION - 22 EMPLOYEES

REVENUE € 110.1 MILLION ™. 49 EMPLOYEES
547 EMPLOYEES

SABAF DO BRASIL LTDA SABAF TURCHIA SABAF APPLIANC]%Z ARC HANDAN JV

Standard burners Standard burners COMPONENTS Professional burners wok
Special burners REVENUE € 19.5 MILLION (KUNSHAN) CO.LTD

REVENUE € 13.2 MILLION {100 EMPLOYEES
88 EMPLOYEES :

Wok burners
OKIDA REVENUE € 0.9 MILLION

. ) 8 EMPLOYEES
Electronics for household appliances

REVENUE € 4.0 MILLION €~
94 EMPLOYEES

e150.60 908

million persons
2018 GROUP EMPLOYEES OF THE GROUP
TURNOVER AT 31.12.2018°

% as from September 2018
%including temporary personnel (with temporary work contract or similar)

/20






